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Summary:
This report advises Members on the results of the Council’s application to the DCLG to capitalise one-off transformational redundancy costs incurred to date, and to obtain the Executive’s views on the proposals to use the capitalisation to fund any future one-off transformational costs. 
Recommendations:
The Executive is asked to:

(i)
Note the successful application, noting that, subject to Council agreement, £1.2m will now be charged to the Capital programme in 2009/10 with a corresponding credit or saving accruing to the revenue account;

(ii)
Note the impact on the availability of capital resources to fund any future schemes in accordance with Council priorities;
(iii)
Approve the establishment and use of the Transformation Reserve in 2009/10, as set out in the report, to fund any future one-off transformational costs and approve the use of the Capitalisation Direction, for recommendation to Council. 
Contact Officer:
Alison Taylor
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RD76/09


15 February 2010
TRANSFORMATION: UPDATE ON CAPITALISATION DIRECTION
1. INTRODUCTION

1.1 As part of the 2009/10 budget cycle, a non- recurring budget provision of £2m was established to facilitate and to fund any one-off costs associated with an internal management restructure. Although initially identified as a revenue cost, it was anticipated that any statutory costs could be capitalised subject to DCLG approval.
1.2 This report advises Members on the results of the capitalisation direction to the DCLG, and requests the Executive’s views on the establishment of a Transformation Reserve to fund any future one-off transformational costs.

2. CAPITALISATION DIRECTIONS
2.1 During December 2009, the Council submitted 2 applications to the DCLG in relation to the statutory costs incurred in respect of (1) redundancy costs and (2) pension fund costs. The Council met the criteria needed to progress through the Gate 1 approval, with Gate 2 (and final) approvals being announced by the DCLG on 29th January 2010.

2.2 The DCLG has announced that the Council has been successful in both of its submissions which total £1,206,266. It is proposed, subject to Executive and Council approval, that this be charged to the 2009/10 capital programme with the corresponding credit or saving accruing to the revenue account being used to establish a Transformation Reserve to fund any future one-off transformation costs. 
2.3 It is proposed that the management of the Reserve rests with the Chief Executive and that approval to release funds from the reserve can only be given by the Executive. 

2.4 In addition to the £1.2m capitalisation, it is also recommended that the residual balance of the initial £2m budget allocated for the management restructure, be used to ‘top up’ the Transformation Reserve. This is currently estimated at £142,075 as shown in the table below. It is also recommended that any transformation savings achieved in excess of the original £175,000 budgeted for in 2009/10 be also used to ‘top up’ the Reserve. This is currently estimated at £123,506 as detailed below.  The Reserve would then stand at approximately £1.5m as at 31st March 2010 and would be available to meet any future one-off transformation costs.  
2.5 In major transformation initiatives such as the one the Council has embarked upon, there are always significant redundancy implications and it is critical to the success of the initiative that funds are earmarked for this purpose.

Table 1
	One off Costs Summary
	£

	Redundancy
	1,782,925

	Interim Management and NW Employers Partnership Support
	75,000

	Total Cost
	1,857,925

	 
	 

	2009/10 Budget
	2,000,000

	Budget remaining
	(142,075)

	 
	 

	Additional savings achieved over 2009/10 budget
	(123,506)

	Total Budget remaining
	(265,581)

	Potential Capitalisation
	(1,206,266)

	 
	 

	Potential Budget Remaining
	(1,471,847)


2.6 Members should be aware that if any one-off transformation costs are incurred in 2010/11 or in future years, further capitalisation directions may be applied for from the DCLG in order to relieve some of the pressure on the Council’s revenue reserves.

2.7 If approved by Members, capital resources will be used to fund the statutory costs, and the available capital receipts will reduce to the following levels (based on the 2010/11 budget proposals).

Table 2
	
	Before Capitalisation

£000
	After Capitalisation

£000

	31/03/10
	8,294
	7,088

	31/03/11
	5,336
	4,130

	31/03/12
	3,287
	2,081

	31/03/13
	3,416
	2,210

	31/03/14
	3,694
	2,488

	31/03/15
	5,599
	4,393


3. RECOMMENDATIONS
The Executive is asked to:

(i)
Note the successful application, noting that, subject to Council agreement, £1.2m will now be charged to the Capital programme in 2009/10 with a corresponding credit or saving accruing to the revenue account;

(ii)
Note the impact on the availability of capital resources to fund any future schemes in accordance with Council priorities;

(iii)
Approve the establishment and use of the Transformation Reserve in 2009/10, as set out in the report, to fund any future one-off transformational costs and approve the use of the Capitalisation Direction, for recommendation to Council. 
4. REASONS FOR RECOMMENDATIONS
To update Members on the capitalisation application to the DCLG and to approve the Transformation reserve, for recommendation to Council.
5. IMPLICATIONS
· Staffing/Resources – The reduction in senior management and other posts have previously been reported to the Executive and Council.
· Financial – Included within the report.

· Legal – The Assistant Director (Governance) has no legal comments.
· Corporate – SMT views are incorporated in the report.
· Risk Management –
· Equality and Disability – N/A
· Environmental – N/A
· Crime and Disorder – N/A 
· Impact on Customers – N/A
PETER MASON
Assistant Director (Resources)
Contact Officer:
Alison Taylor
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