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EXECUTIVE SUMMARY

This report updates the financial forecast for the 2017/18 financial year and presents
the budget pressures and proposed efficiencies for Social Services for 2017/18 as
the third and final year of the current portfolio business planning cycle.

The original forecast for the 2017/18 financial year, the third and final year of the
current MTFS, set a likely ‘gap’ between the total spending requirement and
anticipated income of £13.7M. The ‘gap’ is in effect the total which has to be found
in efficiencies, service cost reductions, and income growth as part of annual budget
planning. This forecast has been revised at regular intervals based on more recent
budget developments at a national and a local level. The latest forecast presents, at
this stage, a working ‘gap’ of £8.1M between the forecast ‘gap’ and the combined
total of working corporate and service portfolio efficiency proposals of £6.3M.
Cabinet has endorsed the developing portfolio business plans and corporate
financial stewardship plans for early consultation with the Overview and Scrutiny
Committees.

The Council has re-adopted a three part strategy of addressing the financial ‘gap’
each year:-

e Service Reform;
e Corporate Financial Stewardship; and
e Working with Welsh Government.

A presentation was made to Council on 14 June on the developing plans for the
third part of the strategy Working with Welsh Government.

All Overview and Scrutiny Committees are being consulted on the development of the




Council Fund Budget for 2017/18 throughout the June and July Committee cycles. The
Community and Enterprise Overview and Scrutiny Committee is also being consulted on the
Housing Revenue Account.

The following tables and appendices are included within the report:-

Table 1: Revised Financial Forecast for 2017/18-2018/19

Table 2: Service Portfolio Business Plan Projections 2017/18

Table 3a and 3b: Summary of Social Services Portfolio Cost Pressures and
Proposed Efficiencies

RECOMMENDATIONS

1 Committee comments on the Social Services Business Plan cost pressures
and proposed efficiencies for 2017/18, and indicates its level of support for
the proposals.

REPORT DETAILS

1.00 Medium Term Financial Strategy 2016/17-2018/19

The Revised Financial Forecast

1.01 The original forecast for the 2017/18 financial year, the third and final year
of the current published MTFS, set a likely ‘gap’ between the total spending
requirement and anticipated income of £13.7M. This forecast has been
revised based on more recent budget developments at a national and a
local level. Key variables within this initial forecast are the eventual local
government financial settlement for 2017/18, local Council Tax levels,
standard and non-standard inflation patterns, and emergent national and
local cost pressures. The revised forecast as set out in Table 1 below
shows a starting ‘gap’ between anticipated income and predicted cost
pressures of £14.4m. A longer-term forecast has been added for the
2018/19 financial year to complete the three year picture.




1.02

Table 1: Revised Financial Forecast 2017/18-2018/19

2017/18 2018/19

Expenditure £m £m

National Pressures 0.7 0.3

Local Pressures 6.2 1.6

Inflation 3.1 3.2

Workforce Pressures 41 0.7

Income

Reduction in Revenue Support Grant 2.8 2.7

Council Tax increase (2.5) (2.3)

Projected Gap 14.40 6.20

Footnotes to Table 1:

1. Revenue Support Grant for 2017/18 and 2018/19 is modelled on an illustrative
reduction of 1.5%

2. National and local pressures are working estimates based on latest information.

The latest revision includes initial estimates of the sizeable increase in care sector

costs, and insurance costs

Pay inflation is assumed at 1% for 2017/18 and 2018/19

Limited provision is made for price inflation

Workforce pressures include the ongoing impact of Single Status, Auto-enrolment,

the Apprentice Tax Levy and the outcome of the Clwyd Pension Fund Actuarial

Review

6. Council Tax is illustrated at a 3% annual increase for 2017/18 and 2018/19

7. The initial 2018/19 forecast does not include the impact of any changes in social
care transition costs or the longer term impacts of the Living Wage on Council
workforce costs.
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1.03

Any forecast can only be predictive based on the most reliable available
intelligence, and working assumptions, based on past experience. This
latest forecast is subject to change through the decisions of decision-
makers such as Governments, the impacts of national fiscal policies,
economic trends, and changes in supply and demand markets for goods
and services in a turbulent global economy. National fiscal policy is subject
to change as demonstrated in the most recent budget of the Chancellor of
the Exchequer and the authoritative economic forecasts of bodies such as
the Office of Budget Responsibility and the Institute of Fiscal Studies; local
government in Wales has not yet been given an indicative financial
settlement to work with by the incoming Welsh Government; unfunded
annual workforce cost pressures compound year on year; significant
unfunded cost pressures continue to build in the social care sector. There
is a high degree of unpredictability in planning due to external
circumstances beyond the control of the Council.

Meeting the Financial Challenge

1.04

The Council has adopted an MTFS which took a principled but high risk
approach to finding solutions to the unprecedented level of budget savings
to be found in 2016/17. Flintshire, as a relatively low funded council under
the local government funding formula, and one faced with a funding ‘gap’ of
up to £20M in a single year, had limited options to find solutions without




Welsh Government offering some reprieve from the scale of national
funding reductions (for Revenue Support Grant and specific grants) first
forecast. The Council adopted a three part strategy of:-

. Service Reform;
. Corporate Financial Stewardship; and
. Working with Welsh Government.

1.05

Without some reprieve over the level of national funding reductions the
Council would have faced a position of having to withdraw key services
(such as economic development and business support), closing local
facilities some of which were at a mid-point of transition to alternative
delivery models (such as leisure centres) and reducing funding support to
mandatory services (such as education and social services). Such
decisions would not only have been unsupportable by councillors and local
communities alike but would have compromised the achievement of the
Council’s Improvement Priorities. Such funding reductions could possibly
have undermined the ability of the Council to meet its mandatory duties in
full. The Council was eventually able to set a balanced budget for 2016/17
through following this three part strategy, and with a higher level of risk-
taking than in previous years. As is shown in this report support will be
needed from Welsh Government for Flintshire in 2017/18 due to the size of
the working gap between the forecast financial ‘gap’ and the combined
total of corporate and service portfolio efficiency proposals. Other councils
will be in a similar position particularly those with low funding per capita
under the current Local Government Funding Formula.

1.06

Cabinet has since readopted this three part strategy. This will involve:-

e Continuing to reduce costs and increase income through service
reform as a central theme of the service portfolio business plans;

e Continuing to control and reduce corporate costs through careful
planning and stewardship; and

¢ Working with Welsh Government to maintain sufficient levels of
national funding for local government and for Flintshire, reforming
the local government funding system to give councils greater
financial freedom and flexibility, and properly funding nationally set
policies for services and welfare benefits which councils have to
administer. A presentation was made to Council on 14 June on this
ongoing work as part of the response to the report and
recommendations of the Independent Commission on Local
Government Finance in Wales.

2.00

Portfolio Business Planning

Service Portfolio Business Plans

2.01

The service portfolio business plans have been developed with options for
the period 2015/16-2017/18. Based on current work there are supportable
options with potential for a further round of annualised efficiencies, service
cost reductions and income growth in the region of £6.3M as shown in Table
2 below. The total value of these proposals has reduced by £1.6M since the




report made to Committee in April. This is a result of a detailed review of a
challenge process on the acceptability and the workability of proposals, and
their likely efficiency yield, and also through early engagement with
Overview and Scrutiny Committees on specific service change options.

2.02 | Table 2: Service Portfolio Business Plan Projections 2017/18

2016/17 2017/18

Portfolio £m £m

Planning & Environment 0.413 0.205
Street-scene & Transportation 2.158 1.900
Social Care 0.838 0.690
Education & Youth 0.710 0.873
Organisational Change 1.272 0.943
Community & Enterprise 1.509 0.807
Corporate Services 0.855 0.903
Total 7.755 6.321

Footnotes to Table 2:

1. 2016/17, column shows approved budgeted efficiencies
2016/17 efficiencies are budgeted as approved by Council. These are subject to in-
vear variation which will be reported as part of in year monitoring

3. The projected efficiencies for 2017/18 are subject to ongoing review and refinement

2.03 | The majority of budget reductions continue to be made through
organisational change, overhead and workforce cost reduction, and service
modernisation and productivity. The ongoing service changes where there
are impacts for the public, and consultation and engagement will be needed
include:-

e The programme of school modernisation and reviews of primary and
secondary provision;

e The school funding formula and levels of annual funding;

e Changes to social care models; cost recovery through charging and
partnership contributions; entittement and non-statutory service
provision;

¢ Waste policy including household recycling centre provision and side
waste enforcement; subsidised transport routes; the review of
transport entitlement and operational policies e.g. school transport;

e Charging and cost recovery for services; and

e Minimum service provision and the ‘core service offer’ to local




communities which could be supplemented by local community action
and local income e.g. through town and community council
contributions.

2.04

The business plan proposals are being shared with Overview and Scrutiny
Committees for consultation through June and July. The proposals, both
those which are internalised and have no direct impact on the public and
those which affect service provision and do impact on the public will be
shared in full with Committees for consultation. The latter only will be
presented for public consultation.

2.05

As in previous years there will be risk to the achievement of proposed
budget efficiencies, either because certain proposals prove to be
unacceptable to the Council or the public in their recommended form or
because of complexities in their practical implementation. The scope to
achieve savings through collaboration with neighbouring councils is limited
during a period of uncertainty over the probability of a reorganisation of local
government. These limitations are both political and practical. Some of the
business plans include pragmatic and beneficial service integration
proposals for which support cannot be realised with neighbouring councils.
This is a limiting factor beyond the control of Flintshire.

2.06

The portfolio business plans will continue to be reviewed and developed for
future years including 2018/19 as the third and final year of the current
MTFS period. The options for identifying further savings at this level, beyond
2017/18, are very limited. The scope for further savings through
organisational change, efficiency, and charging within current legislative and
national policy limitations, is reducing year on year.

2.07

Under the Social Services Well-Being Act (Wales) the cap on charges for
domiciliary care provision remain. In addition that Act brings a significant
change in the charging framework for people receiving short term residential
care. Under the new Act the basis for the charge for a short-term resident
(i.e. a stay not exceeding eight weeks) is based on the regulations for
domiciliary care. Domiciliary support fees are capped at a rate significantly
less than the authority’s previous short-term residential fee. It has been
calculated that this will result in a loss of income of £96k per annum. The
Act also makes it clear that local authorities cannot charge for social care
services for children and young people.

The Act does enable authorities to remove the income disregard between
higher and middle rates of DLA or AA when assessing a person’s weekly
charge for domiciliary care. We are in the process of reviewing the potential
impact with a view to developing a report on the options for consideration.

2.08

The proposals for Social Services are set out in Appendix 1. These are
summarised in Table 3 below alongside the service cost pressures.




2.09 | Table 3a: Summary of Social Services Cost Pressures
2017/18
Cost Pressures £m
Independent Living Fund (ILF) 0.412
External Care Provider Fees 2.522
National Living Wage anticipated increase 1.876
Current Funding Shortfall 16/17 0.646
Transition to Adulthood 0.640
Extra Care — Flint 0.250
Total Social Services Cost Pressures 3.824
Footnotes to Table 3a
Table 3b: Summary of Social Services Efficiencies
2017/18
Social Services Efficiencies £m
Learning Disabilities
Consult on the potential to commission provision currently 0.075
provided by In House Supported Living houses
Develop a ‘progression’ model for Supported Living 0.250
Develop alternative approaches to in house day services 0.250
and work opportunity schemes
Children’s Services
Regional approach to advocacy 0.015
Other/Generic
Increase uptake of direct payments 0.100
Total Social Services Efficiencies 0.690
2.10

The Social Services Business Plan has been developed within the context of
significant changes in the demographic profile of people requiring support,
particularly through early intervention to prevent/delay escalation of need
and at the opposite end of the spectrum, intensive support for
people/families with complex care and support needs. For example
Flintshire’s older population (+80) is predicted to rise by 23% in the next 4
years with the number of older people with significant health and social care
needs predicted to rise by 22% during the same period (Source: Flintshire
Residential Care Review).

Services are responding within the context of carers being older, with an
increasing numbers of women are supporting both children and elderly
parents (double dependency). We have very high numbers of vulnerable
people living alone with limited support networks.

For children there are more child protection cases than 2 years ago and
more looked after children. There are also vastly more adults abuse cases
referred due to high profile cases and increasing awareness.

The Service Business Plan sets out a strategic approach to developing and
changing the model of service provision with a refocus of provision based
on:




e An expectation that support should be provided through universal or
community networks, or through family and friends

The need for supportive, resilient communities and a vibrant voluntary sector
is central to managing and meeting a level of social care needs. Itis only
when this support is not available that a person may become eligible for
social care support. This will require a realignment of the expectation of
what the ‘core offer’ is for supporting citizens.

e Managing Delayed Transfers of Care (DToC)

Flintshire has a good history of ensuring a low number of DToC. The
strategy has been to develop timely responses both in terms of seeking to
prevent hospital admission as well as facilitating timely hospital discharge.
This is becoming increasingly challenging given the complexity and frailty of
people’s needs combined with limited capacity in the independent sector to
respond to care packages that need to be set up within short timescales
(recruitment and retention issues are discussed later). Flintshire is also in a
unique position of working with 3 Hospitals (Wrexham Mealor, Glan Clwyd
and the Countess of Chester). Each hospital has their own processes,
information systems and patient flow.

Over the last 3 years it has been increasingly challenging to respond to this
agenda. Flintshire’s DToC performance remains comparatively strong but
sustaining this level has been a challenge.

e Developing alternative models of support

Work has been undertaken to develop Alternative Delivery Models for
specific learning disability services. These approaches are aimed at
improving outcomes whilst at the same unlocking financial efficiencies to
enable provision to be sustained, albeit in a different model, within a
challenging financial context.

Extra Care is being developed in Flint with a commitment to develop Extra
Care in Holywell. Funding the provision of support in Holywell needs to be
finalised.

e Developing intensive support that prevents escalation and promotes
independence

There is a need to develop a focused and intensive (edge of care) offer for
children and young people that provides intensive family support to avoid
escalation of difficulties, reduce risk of family breakdown and facilitate
effective step down. This service model has the potential to avoid some
costly out of county placements but requires financial investment to
establish.

Each year there is a cohort of young people who move from Children’s
Services to Adult Services. On average there are 25 young people in this
cohort each year. Traditionally, this cohort of young people have had
intensive packages of support and we are working to develop intensive
support that seeks to develop their and promote independence and, over
time, reduce reliance on statutory support.




e Responding to recruitment and retention pressures

Working in partnership with the independent sector and Health, we will be
seeking to jointly respond to a growing concern about the ability of care
homes and domiciliary care providers to recruit and retain competent
workers. This includes a shortage of registered managers and qualified
nurses.

¢ Responding to national financial pressures impacting on the cost of
social care

The introduction of the National Living Wage (NLW) alongside compulsory
employee pension schemes is currently estimated to be costing business an
additional 1% on top of staff costs. This is set to rise to 3% by 2018.

The impact of the national living wage is having a profound impact within the
care sector with the majority of staff in the independent sector being paid
close to minimum wage. Nationally, a Joseph Rowntree Foundation study
has estimated that the increase in wage will cost the industry an extra £830
million a year.

A European Court of Justice ruling in 2015 confirmed that time spent
travelling to and from an employee’s first and last job of the day is classed
as work. This ruling relates to domiciliary care workers travelling between
service users’ homes, and the implementation of the ruling is been enforced
by HMRC.

In addition the cost of sleep-in support provided in community living settings,
and as part of some domiciliary packages, fall within the remit of the NLW.
This means that rather than paying a flat rate for a sleep-in employers are
required to pay staff the NLW. This is increasing care costs and Providers
are looking to Commissioners to fund the care provision. This is a growing
financial pressure.

In terms of Care Home fees North Wales Providers are stating that they will
require significant increases in the current fees being paid by
commissioners. The Council had to agree to an additional investment to
meet the increases in independent provider care fees as part of setting the
annual budget. As a temporary solution the shortfall for 16/17 of £646k, has
been funded from reserves for this financial year only. The budget pressure
remains unresolved for 2017/18 onwards and has been built in to the MTFS
as a recurring pressure.

2.11

FCC are one of the lowest spenders per head in Wales in terms of Social
Services expenditure and total gross revenue expenditure, and also in
relation to the other North Wales authorities.

In terms of the 2016/17 Welsh Local Government final RSG settlement, the
standard spending assessment (SSA) for FCC was £1,643 per head of
population, which is £90 (5.2%) below the all Wales figure of £1,733 per
head of population. FCC's 2016/17 SSA of £1,643 per head is the fourth
lowest in Wales with only Wrexham (£1,614), Cardiff (£1,588) and
Monmouthshire (£1,535) having lower SSA per head of population.

The impact of Flintshire being a low funded Council is highlighted when
considering the percentage of total expenditure by authority on Social
Services. The data shows that FCC is 12th highest of the 22 Welsh LA's




and 2nd highest of the 6 North Wales LA's. However, it is important to view
this allocation with the context of the gross revenue expenditure on Social
Services (per head of population) for 2014/15 which shows that:

e Flintshire = £479

e All Wales = £541

e FCC are £62 per head below the all Wales figure (11.5%)

e FCC are 19t out of the 22 Welsh LA’s (4t lowest)

e FCC are 5™ out of the 6 North Wales LA’s (only Isle of Anglesey are
lower)

e Conwy (£552) and Denbighshire (£548) both spend above the all
Wales average

2.12

Given that all portfolios have been expected to fundamentally review their
priorities, operations, efficiency and cost within the three year business
planning process, the Council has become acutely aware of the risks of
change proposals, the public acceptability of major change, and the impacts
on maintaining services which are sustainable and resilient. In support of the
business plans, and as evidence for our case for the need for national
funding support and relief as a ‘low funded council’, each portfolio is
producing an evidential resilience statement and an efficiency statement as
twin documents.

2.13

The resilience statements will cover the risks to Council priorities, mandatory
duties, service quality and service sustainability should the Council have no
option but to go beyond the efficiency targets within its current portfolio
business plans. The efficiency statements will demonstrate the actual and
comparative cost bases of services and their value for money.

2.14

The resilience and efficiency statements for the Social Services will be
presented to the Committee at either its July or September meeting.

3.00

RESOURCE IMPLICATIONS

3.01

The resource implications of financial are significant. The Medium Term
Financial Strategy will continue to carry many risks. Careful risk assessment
in planning and decision-making will continue to be a central feature of
review and debate.

4.00

CONSULTATIONS REQUIRED / CARRIED OUT

4.01

Consultation with Group Leaders, Overview and Scrutiny Committees,
external partners, external advisors and representative bodies, and
eventually the communities of Flintshire will follow. The strategic approach
advocated for the MTFS builds on the current approach which had majority
member and public support in planning the 2016/17 annual budget.




5.00

RISK MANAGEMENT

5.01

All parts of the financial forecast, and all budget solutions, are risk assessed
stage by stage. An overall risk assessment and risk management statement
will be produced both for the revised MTFS and the draft annual budget for
2017/18. The appendix which sets out the specific portfolio business plan
proposals for the corporate services includes commentary on risk.

6.00

APPENDICES

6.01

None

7.00

LIST OF ACCESSIBLE BACKGROUND DOCUMENTS

7.01

MTFS Parts 1 and 2
http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-
Strateqy/Medium-Term-Financial-Strateqgy-Part-1.pdf

http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-
Strateqy/Medium-Term-Financial-Strategy-Part-2-September-2015.pdf

2016/17 Council Fund Budget Report
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3508/Public%20report
$%20pack%2016th-Feb-
2016%2014.00%20Flintshire%20County%20Council.pdf?T=10&LLL=undefin
ed

MTFS Cabinet Report, April 2016
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3574/Public%20report
$%20pack%2019th-Apr-
2016%2009.30%20Cabinet.pdf?T=10&LLL=undefined

Contact Officers: Colin Everett and Gary Ferguson
Telephone: 01352 702101
E-mail: gary.ferguson@flintshire.gov.uk

8.00

GLOSSARY OF TERMS

8.01

Medium Term Financial Strategy (MTFS): a written strategy which gives
a forecast of the financial resources which will be available to a Council for
a given period, and sets out plans for how best to deploy those resources
to meet its priorities, duties and obligations.

Revenue Support Grant: the annual amount of money the Council
receives from Welsh Government to fund what it does alongside the
Council Tax and other income the Council raises locally. Councils can
decide how to use this grant across services although their freedom to
allocate according to local choice can be limited by guidelines set by
Government.



http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-Strategy/Medium-Term-Financial-Strategy-Part-1.pdf
http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-Strategy/Medium-Term-Financial-Strategy-Part-1.pdf
http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-Strategy/Medium-Term-Financial-Strategy-Part-2-September-2015.pdf
http://www.flintshire.gov.uk/en/PDFFiles/Medium-Term-Financial-Strategy/Medium-Term-Financial-Strategy-Part-2-September-2015.pdf
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3508/Public%20reports%20pack%2016th-Feb-2016%2014.00%20Flintshire%20County%20Council.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3508/Public%20reports%20pack%2016th-Feb-2016%2014.00%20Flintshire%20County%20Council.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3508/Public%20reports%20pack%2016th-Feb-2016%2014.00%20Flintshire%20County%20Council.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3508/Public%20reports%20pack%2016th-Feb-2016%2014.00%20Flintshire%20County%20Council.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3574/Public%20reports%20pack%2019th-Apr-2016%2009.30%20Cabinet.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3574/Public%20reports%20pack%2019th-Apr-2016%2009.30%20Cabinet.pdf?T=10&LLL=undefined
http://cyfarfodyddpwyllgor.siryfflint.gov.uk/documents/g3574/Public%20reports%20pack%2019th-Apr-2016%2009.30%20Cabinet.pdf?T=10&LLL=undefined
mailto:gary.ferguson@flintshire.gov.uk

Specific Grants: An award of funding from a grant provider (e.g. Welsh
Government) which must be used for a pre-defined purpose.

Office of Budget Responsibility: created in 2010 to provide independent
and authoritative analysis of the UK public finances.

Institute of Fiscal Studies: formed in 1969 and established as an
independent research institute with the principal aim of informing public
debate on economics in order to promote the development of effective
fiscal policy.

Independent Commission on Local Government Finance in Wales:
established to examine how local government funding can be made more
sustainable with a view to providing specific recommendations for
improvement and reform.

Welsh Local Government Association: the representative body for
unitary councils, fire and rescue authorities and national parks authorities
in Wales.




