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1.
What we are trying to achieve and the impact on our customers
1.1
The Council plans to use its resources in the best way possible to meet the needs of communities in the bay and to plan effectively for the use of those resources in the medium term. The priorities of the bay are expressed in the Community and Corporate Plan and resources are used to provide value for money delivery of services for communities and to improve outcomes for residents and businesses who live and work in the bay. The Council’s Medium Term Financial Plan (MTFP) is refreshed each year to take into account the latest information and cost pressures faced by the council. The current plan covers the period up to 2013.
1.2
In Torbay Council’s last published MTFP, it was acknowledged that the Bay continued to face local difficulties over the impact of the economic recession and it expected some further challenges after the national elections and an expected reduction in public expenditure. The reduction to public expenditure has been confirmed by the Coalition Government and, in addition to the in-year reductions announced in June 2010 further reductions are expected to the Council’s revenue and capital resources in 2011/12 and beyond.

1.3
The Coalition Government published their Comprehensive Spending Review (CSR) on 20 October 2010 and this set out the government department spending plans for the next 4 years.  Due to the timing of this announcement it was not considered appropriate at this stage to produce a revised MTFP as there is so much uncertainty with regard to the funding that will be provided to local government.  However, Torbay has already started modelling a number of potential scenarios in advance of the CSR in order to plan for the next 4 years and to put the strategic elements in place to deliver services and, if required, decommission some existing aspects of service delivery.
1.4
Set out as an attachment to this report is a Medium Term Resource Plan which sets out some of the headline assumptions Torbay is making for planning purposes before the CSR was announced.  This report was presented and considered by the Priorities and Resources Review Panel and a report summarising the Panel’s views will be presented to the Cabinet.  Further reports and briefing papers will be presented to Members setting out the impact of the CSR and the Provisional Local Government Finance Settlement which is expected to be announced at the end of November or beginning of December – the latter which will set out Torbay’s grant for 2011/12.

2.
Issues for Consideration by Cabinet. 

2.1
That the Cabinet review and consider the assumptions made within the Medium Term Resource Plan and how this will impact upon the council’s future financial planning. 
2.2
That the Cabinet consider the interim report prepared by the Priorities and Resources Review Panel.
3.
Background
3.1
The Council produces an annual review of its MTFP and publishes this as an aid to assist long term financial planning.  Arising from the plan though is the need to develop an associated strategy against which the Council can plan its future budgets with a degree of certainty.
3.2 The Coalition Government published its Comprehensive Spending Review on 20 October 2010 which covered the four year period from 2011/12 until 2014/15. The CSR provided the headline reductions to local government funding but no detailed figures for individual authorities have been announced.  A summary of the  headline announcements are shown below:
· Real terms reduction of 28% for local government over the next 4 years.

· Schools budget will increase by 0.1% in real terms over the next 4 years – this includes funding for the pupil premium.

· Sure Start funding will be protected in cash terms. 

· Additional £2bn for Adult Social Care of which £1bn will come from the NHS budget over the 4 years of the Spending Review. 

· Flexibilities for prudential borrowing remain but interest rates have increased by 1% on PWLB loans.

· £7bn of grants will no longer be ring fenced.

· £700m has been set aside to support local authorities in setting a zero percent increase in council tax in 2011/12.  This funding will be available for the 4 year Spending Review period.

· A further £7bn reduction in welfare benefits than initially announced. 

3.3 The impact of a tough spending review has to be set in the context of the Bay recovering from a recession and economic uncertainty and the fact that it is extremely difficult to predict with any degree of certainty the level of Formula Grant the council will receive in 2011/12 and beyond. The precise impact will not be known until the Provisional Local Government Settlement is announced in late November or early December. However, the Council has modelled a number of differing scenarios before the CSR was announced and has considered the impact this would have upon the Council’s overall income.  Whilst the existing Medium Term Resource Plan has not be updated to reflect some of the headline announcements from the CSR, due to the considerable uncertainty as to what Torbay’s grant allocation from government will be the existing plan is still considered to appropriate and provides an overview of reductions Torbay can expect over the next 4 years.
3.4 The impact of government reductions has already been felt with the Coalition Government’s in year cuts to the Area Based Grant and other specific grants. In response to these reductions Members have approved, at Council, a revised budget on 16 September 2010 in response to the reduction to the Council’s grant income.

3.5
The Council annually reviews its level of earmarked reserves and provisions and where appropriate releases surplus monies back to the revenue account.  In the past these surplus monies have not been used to support on-going revenue expenditure but to meet initiatives that will bring about long term benefits to the area. It is recommended that this the principle which should be followed, however, due to the uncertainty over future grant income it is also recommended that any release of reserve monies is used to support the Council in taking a managed and planned approach in responding to the challenges of public sector reductions in the provision and delivery of services.

For more detailed information on this proposal please refer to the supporting information attached.

Paul Looby
Executive Head - Finance 
Supporting information to Report 278/2010
A1.
Introduction and history
A1.1
The Council considers annually the Medium Term Financial Plan as part of its budget processes. It is not considered appropriate at this stage to produce a fully revised MTFP as there is so much uncertainty with regard to the funding that will be provided to local government and the impact this will have upon the council’s spending plans.

A1.2
Torbay started modelling a number of potential scenarios in order to plan for the next 4 years in advance of the CSR announcement and to develop a strategy which will focus on providing value for money services and identifying efficiencies through ongoing development of the Commissioning model.  With confirmation of the reduction to funding for public sector and in particular local government, part of this strategy will need to consider decommissioning some existing aspects of service delivery, as well as innovative partnership solutions to improve outcomes for the Bay Family.
A1.3
Set out as an attachment to this report is a Medium Term Resource Plan which sets out some of the headline assumptions Torbay is making for planning purposes before the CSR was announced.  This report was presented and considered by the Priorities and Resources Review Panel and a report summarising the Panel’s views will be presented to the Cabinet.  Further reports and briefing papers will be presented to Members setting out the impact of the CSR and the Provisional Local Government Finance Settlement which is expected to be announced at the end of November or beginning of December – the latter which will set out Torbay’s grant for 2011/12.

A2.
Risk assessment of preferred option
A2.1
Outline of significant key risks

A2.1.1
It is essential the key risks within the report are considered and any future spending decisions are taken having considered all risks.  
A2.1.2
It is not possible to provide accurate figures about Torbay’s grant income until the Coalition Government publishes details of the Provisional Local Government Finance Settlement. Until the detailed figures are available the Council can only make its best estimate as to what the potential impact will be upon Torbay.

A2.2
Remaining risks

A2.2.1
None.
A3.
Other Options

A3.1
None. 
A4.
Summary of resource implications
A4.1
To be considered as part of the budget setting process.

A5.
What impact will there be on equalities, environmental sustainability and crime and disorder?

A5.1
To be considered as part of the budget setting process.

A6.
Consultation and Customer Focus

A6.1 Members of the Priorities and Resources Review Panel have been asked to comment upon the Medium Term Resource Plan.  An interim report has been prepared by the Panel and will be presented to Cabinet.  There has been a series of consultation meetings have taken place with stakeholders and residents to engage them in discussions about the impact of public sector reductions.

A7.
Are there any implications for other Business Units?

A7.1
All Business Units will be required to contribute to the budget setting process.

Appendix
Appendix 1
Medium Term Resource Plan











