




CALDERDALE MBC


WARDS AFFECTED:
ALL
CABINET 

12 November 2012
REVENUE MONITORING 2012/13 - OVERALL POSITION

Report of Head of Finance
1.
Issue
To report:

-
the second overall revenue monitoring position for 2012/13;

-
the forecast Service Controlled variances of the various Directorates; 

-
the estimate of the impact on Council balances at 31 March 2013.

2.
Need for a Decision
2.1 Members are requested to approve variations for centrally controlled items into the 2012/13 budget. Cabinet will need to consider any action to take in relation to identified current cost pressures and any impact on the future years’ budgets.
3.
Recommendation
3.1 Approval be given to variations in centrally controlled budgets amounting to a reduced requirement of £338k into the 2012/13 budget in accordance with Council policy on centrally controlled items.

3.2 Note the action being taken within Directorates and that Directors be requested to report in more detail on the reasons for the major variances in the forecasts compared to the budget to their Scrutiny Panel

3.3 Require the Directorates forecasting an overspend to bring to Cabinet, proposals to eliminate the forecast overspends.
3.4 Note the estimated impact on available balances for the current and following two years in the event of the forecast overspending not being contained.

4
Overview of Report
4.1
This report summarises the results of the second overall monitor of revenue expenditure in 2012/13.

4.2
The main points of the report are:
·   There are a wide range of financial pressures facing the Council and its Directorates, some as a result of the economy, some as a result of increased demand and others as a direct result of the extreme weather conditions faced by particular areas of the Authority.
·    Service controlled overspends are being forecast within the Children and Young People and AM/FM areas.  Adults, Health and Social Care is forecasting an underspend in the current year which they wish to carry forward and offset against the directorate savings targets for 2013/14.

·    A £1.6 million exceptional cost is forecast as a result of addressing the extreme flood damage experienced in the Calder Valley.  It is anticipated that a report will be presented to Cabinet at a later date detailing the final costs and seeking member approval to address this. 
· Centrally controlled net savings of £338k have been identified at this stage relating primarily to treasury management.  
· At this monitor, if the forecast level of service controlled overspend of £1.355m and exceptional flooding costs of £1.6m cannot be addressed within the current year, it is anticipated that the council’s balances will fall to £6.259 million at 31st March 2013.  Assuming all service controlled overspends excluding that relating to the flooding are contained this would result in the level of balances at 31st March 2013 being £7.614 million.
· In this report it has been assumed that any ongoing impact of the identified cost pressures within the Directorates will be considered within the normal budget setting process and as such will not have an incremental impact on the level of available general fund balances. The budget process for 2013/14 will be framed, however, within the context of significant reductions in funding for future years. 
4. Background and Details
5.1 Budget Changes Since Budget Council

The Council's total net budget, including contribution to balances for 2012/13 was set by the Council at £179.536m (excluding precepts). 
5.1.1
In Year Cabinet Approval
Centrally controlled variations of £128,181, reported in the first Overall Revenue Monitoring report, were approved into the budget.  


On 10 September 2012 Cabinet approved within the Medium Term Financial Strategy the removal of contribution to balances of £798k in 2013/14.  

6
Updated Forecasts
6.1
Service Controlled Expenditure

6.1.1
Ongoing monitoring identifies the key financial issues which Directorates are required to manage within overall resources.  The second overall revenue monitoring indicates the forecast variances identified at the end of September.  All Directorates will report in more detail to Scrutiny Panels.  The major issues are summarised below:

6.1.2 Chief Executive’s Office
Overall, the position with regard to the Chief Executive’s Office is largely unchanged from the previous monitor. There remain significant cost pressures within this budget, however, it is still anticipated that it will be possible to meet these in the current year by the continued early implementation of savings, including those reserved from previous years and potential reductions in costs in other areas.

The most significant cost pressures continue to relate to Democratic and Partnership Services, and in particular to the Elections Service. Expenditure in this area has increased significantly in recent years, largely due to changes in procedures outside the control of the Council. These have to some degree been offset in previous years because Central Government provided funding for half of the costs where a national election or referendum was held at the same time as council elections. This will not be the case in the current financial year, however, and a significant overspend is therefore anticipated. Additional costs for the Police Commissioner elections in November 2012 will be fully refunded by Central Government, and there will be no cost to the Council.

There remain significant issues relating to a potential shortfall in legal income. The level of legal income to be received by the Council is very difficult to predict as it is to some extent dependent on the caseload of the service.  The position will therefore continue to be monitored throughout the remainder of the year. 

At this point in the financial year no  overall  overspend is projected  as it is forecast that  that it will be possible to meet these budget pressures with the reserved contributions from the early achievement of planned savings, and from additional external funding received in relation to elections. This may not be possible in later years.

A more detailed analysis will be provided in the revenue monitoring report for the Chief Executive’s Office which will be presented to Use of Resources Scrutiny Panel on 21 November 2012.

6.1.3 Adult, Health and Social Care 
Based on current financial monitoring and activity projections the Directorate is forecasting a £900k underspend.  Although the forecast does reflect the possible impact of the pressures placed on services during the winter period, these can be volatile and it may change by the end of the year.
The underspend is being achieved by the early realisation of 2012 Budget Council Savings, the partial use of the 2011/12 underspend carried forward that is currently uncommitted, achievement of additional Budget Savings and the impact of demand management measures.
The Directorate has submitted business plans to Calderdale PCT for additional one-off monies to support the transformation of Adults Social Care and to deal with some of the anticipated winter pressures. If these are not successful the Directorate 
may still wish to proceed with some or all of these plans potentially funding them from the underspend identified above.

Also the Directorate is currently experiencing capacity issues with independent home care providers, the impact of this has yet to be determined but may affect forecast spend.
6.1.4 Children and Young People’s Services
The Children and Young People’s Services Directorate is forecasting an overspend at this monitor of £0.6m for the year.

Budget pressures continue in Children’s Social Care. Although numbers have stabilised in this calendar year the overall cost of placements has continued to increase. This is mainly due to a few new individual high cost placements. There remains a need to use agency staffing in social worker teams until permanent staff can be recruited. This is causing these teams to overspend despite revised base budgets. 

There are also pressures in paying for the expansion of the offer of free nursery provision for the most disadvantaged two year olds.

6.1.5 Economy and Environment
2012/13
The Directorate has lead responsibility for delivery of the Corporate Asset and Facilities Management transformation project and the associated budget savings target of £3.0m in the current year. Although savings of in excess of £700k were brought forward from last year, the new Corporate Asset and Facilities Management (CAFM) service structure is now being implemented and various cost reduction projects are in place, the target is challenging in the current financial year. The Directorate is monitoring costs and savings against the newly centralised AM/FM budgets and examining what action will be required, if necessary, to achieve the target. Any shortfall will be carried forward (currently estimated at around £800k) and added to the savings target in 2013/14 in accordance with normal procedures.
The Directorate Management Team has reviewed the forecasts of outturn submitted by service managers based on results and commitments to 30 September 2012. The results from the second revenue monitor have highlighted a potential budget shortfall of £640k in the current financial year which the directorate is aiming to contain.

The Directorate has a number of unachievable income budgets as reported during 2011/12. For some income streams there is no standard level of activity and other directorate services are also subject to customer decisions, such as Parking, Development Management and Building Control impacting on the complexity of determining accurate forecasts of outturn. The current extent of the capital programme also impacts on the level of staff fee income that can be charged to capital schemes.

The constraint placed on the Directorate to take action to remain within its total resources imposes a requirement on Managers to cut back on spending across the Directorate/use reserves to limit the potential of overspending the service controlled budget in the current financial year.

The Management Team are conducting a number of reviews within the directorate and these currently include the Markets Service and Parking services. The review of Parking also seeks to increase income in 2012/13 in order to contain future years income within the approved budget. The overall position for the directorate will continue to be monitored by the Management Team on a monthly basis.

2013/14 and Future Years

There are challenging targets for the directorate in future years and this includes the CAFM project target saving of £3.3M in 2013/14 and future years.  The new CAFM structure will, however, be in place later in the current year and opportunities should be realised to consolidate and re-procure the existing contracts in place with numerous suppliers. Again, more detail on progress against the financial targets will be provided in subsequent monitoring reports.

The pressure on existing income budgets in the current financial year is likely to remain in later years unless there is a significant upturn in the economy and an increase in funding for capital schemes.

The ongoing budget pressures within the directorate will be closely monitored by the Management Team and the necessary decisions will be made to implement changes within the budget on a permanent basis.

A significant level of budget savings, agreed at Budget Council meetings in 2010, 2011 and 2012 will be achieved in 2013/14 and future years. The Action Plans, implementation and delivery of these budget savings are subject to separate monitoring arrangements.

It is clear, however, that resolving the various base budget pressures, delivering all the necessary budget savings and continuing to provide quality services, will be a significant challenge going forward for the directorate.
6.1.6
Communities
Communities Directorate are currently forecasting to be within budget by year end. However, to achieve this will require stringent budget controls, maximising opportunities for external funding and compensatory actions to address difficulties in achieving some savings targets. 

Some of the savings required by the Access to Services programme have been achieved, however further savings are reliant on the implementation of Halifax Customer First. The further savings required by Neighbourhoods and Community Engagement are unlikely to be achieved in full within the current financial year and mitigating actions are likely to impact upon service delivery. These mitigating actions should ensure the pressures are contained within the overall budget for the Service. 

Work has already commenced on the savings required for next year and plans are being put in place to ensure these savings will be achieved. 

There remain significant pressures on the service areas to achieve income targets. In order to reduce the risks of income shortfall, the directorate is maintaining the stringent budget controls currently in place. This is leading to some pressures and impact upon frontline services. 

6.2
Exceptional Emergency Costs – Calder Valley Flooding
6.2.1
It is also anticipated at this point in the financial year that the total cost to the Council in respect of this year’s flooding incidents will ultimately be in the region of £2.6M.  Some of this cost will be funded through the Council’s insurance and through budget already allocated from the RISE fund.  A grant claim has now been forwarded to the Government under the Bellwin scheme but it is unlikely that the Council will be awarded grant in excess of £85k. The net unbudgeted cost could therefore be around £1.6m. The Severe Weather reserve could be used in the current year to fund £634k of the budget shortfall but it would leave no contingency for other incidents for the remainder of the year. There is also the option for any budget shortfall in the current year to be funded from the Council’s balances. 

6.3
Centrally Controlled Items

6.3.1
Monitoring of centrally controlled items identified reduced net costs of £338k as set out below:  

6.3.2 
 As identified in the report to Audit Committee on the 29th October, the current strategy of supporting the capital programme with liquid resources (rather than additional long term borrowing) is likely to result in savings of £400k in 2012/13 after taking account of the cost of short term borrowing and the loss of related investment income.  The reassessment of pension costs for enhanced early retirements has identified an increased requirement of £62k.
6.4
Summary of Variances Outlined Above

6.4.1
Appendix 2 shows that this second forecast estimates a required net contribution from available general fund revenue balances of £2,622k, this is a £2,745k variance to the original budget.
6.4.2   The major reasons for this variance are:
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This is shown in Appendix 1
6.5
Summary Overall Monitoring Forecast 2012/13
6.5.1
At this monitor there is a forecast increase in the service controlled expenditure of 

£1.355 million (for Childrens and AM/FM), an exceptional unbudgeted  potential cost of £1.6m for flooding and an anticipated reduction in centrally controlled expenditure of £0.338 million.  After taking into account the in year approval, the Council’s net expenditure is forecast to increase by £2.745 million.  
6.5.2
Assuming these costs are to be managed through balances, this would result in a further contribution from balances of £2.622 million after taking account of the planned contribution approved at Budget Council.  Obviously if the Children and Young People overspend can be contained and the cost of the flooding met from other funding sources then there will be a reduced impact on balances.  Members have yet to consider these issues and decide a way forward. 
6.5.3
As stated in the directorate comments the forecast AM/FM overspend if not contained will be carried forward into the following year and it is anticipated that it will be met within the three year period.

6.5.4
Any forecast service controlled overspend not contained or addressed by a Cabinet resolution will be carried forward, in line with current council policy and met from the relevant 2013/14 service controlled budget.
6.6
Other Cost Pressures
6.6.1
Within the overall forecast various issues are considered which may have an impact on the current year.  The major items are set out below.

6.6.2
Contingent Liabilities 


In the Statement of Accounts it was identified that the Council faces a number of potential liabilities where at this stage there is significant uncertainty concerning the nature and level of liability.  The most significant risk relates to insurance claims and issues around land change fees. The Council has created a reserve to provide cover in line with the identified financial strategies.  

6.7
Impact on Future Years’ Budgets
6.7.1
In addition to managing current year spend, Directorates review the impact on future years budget in line with the Council’s medium term financial framework and agreed longer term savings and growth.
6.7.2
This forecast therefore considers both the impact of current year trends and progress on agreed longer-term developments.  This does not include assessments of new requirements or growth, which will be covered separately with the normal budget process. The forecast does however highlight a number of service areas where pressures are currently being contained but may increase in future years. 
6.7.3
Monitoring of the progress on the longer-term efficiencies and other savings proposals indicates potential risks within particular areas.  These are being carefully managed with the view of bringing the savings on target.  
6.7.4
The Medium Term Financial Strategy approved at Cabinet on the 10th September 2012 and ratified by Council on the 27th September 2012 removed the 2013/14 contribution to balances of £798k.  The impact of this is also shown in the Movement on Balances in Appendix 3
6.8      Estimated Available Council Balances
6.8.1
The level of available unallocated balances at the 31st March 2013 is estimated to be £6.259 million (£1.259 million above the minimum level required for retained balances).
6.8.2
This monitor identifies a change in requirement for centrally controlled items.  The forecast net impact on unallocated balances as at 31st March 2013 is an increase of £338k.
6.8.3
At the end of the three year period it is anticipated that balances will be £5.956 million as can be seen in Appendix 3.  Should Members decide to meet the overspend on Children and Young People and the costs of the emergency flooding other than from balances then they would increase to £8.111 million by the end of the three year period.

7
Options Considered

7.1
This report is primarily for information. Members will need, in due course, to consider the issues raised which may impact on the current and future years’ budgets. 

8
Consultation

8.1
The financial forecasts were compiled in consultation with Group Directors and service Chief Officers.

9
Corporate and Financial Implications
9.1
The second monitor of the Council’s Revenue budget indicates a revised forecast use of balances of £2.622m assuming the identified overspends within directorates and exceptional costs cannot be addressed.  
9.2
Balances are anticipated at the moment to be retained above the target minimum over the full three year period (2012/13 to 2014/15)   

	Reference:

Report No:

Date:
	ACC/NB/

1213revmonreport2
12 November 2012
	P Smith

Head of Finance
Calderdale MBC



FOR FURTHER INFORMATION ON THIS REPORT CONTACT:

	N Broadbent
	Telephone: Hx 357257 Ext 3505


DOCUMENTS ARE AVAILABLE FOR  INSPECTION AT: Princess Buildings, Princess Street, Halifax, HX1 1TP.
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