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Report to Scrutiny Panel

	Name of Scrutiny Panel
	Economy and Environment

	Meeting Date
	10th November 2016

	Subject
	Economy and Environment 2nd Revenue Monitoring Report 2016/17

	Wards Affected
	ALL

	Report of
	Group Director Economy and Environment

	Type of Item

(please tick( )
	Review existing policy
	

	
	Development of new policy
	

	
	Performance management (inc. financial)
	(

	
	Briefing (inc. potential areas for scrutiny)
	

	
	Statutory consultation
	

	
	Council request
	

	
	Cabinet request
	

	
	Member request for scrutiny (CCFA)
	


	Why is it coming here?

	Under the Council’s financial procedures, directorates are required to report to Scrutiny Panel on their overall revenue monitoring position three times per year and include details of the relevant variances to budget on service controlled items. This report is the 2nd revenue monitor to be presented to Scrutiny Panel for the current financial year.


	What are the key points?

	This report is primarily for information and no decisions are necessarily required. The main issue at this point in the year is that there are budget pressures within the directorate and further savings will have to be identified in order to ensure that the overall net cost of the directorate remains within the approved budget.


	Possible courses of action

	Members are asked to consider the report and identify any areas they would like to subject to further scrutiny.


	Contact Officer

	Paul Greenwood
Telephone:  01422 393501


	Should this report be exempt?

	No


1. Background
1.1 Members of this Scrutiny Panel will be aware that Directors have a responsibility to manage their service controlled budgets, and the Council’s Budget Procedure Rules require any overspends to be contained within the overall budget. There are also a small number of corporate budgets which are monitored and managed centrally. The benefit of any increased income and/or reduced expenditure on these budgets improves the Councils general balances, in the same way that any reduction in income, and/or additional expenditure, results in a reduction in balances.
1.2 Throughout the financial year budget holders will complete revenue monitoring forecasts by comparing the latest projection of income and expenditure to approved budgets. The main reason that budgets are monitored is to provide early warning of potential budget pressures, to allow the appropriate action to be considered by Senior Colleagues, Departmental Management Team (DMT), and Members of the Council. 
Although revenue monitoring is to some extent an ongoing exercise, particularly where there are pressures, there is a requirement to formally report to Scrutiny Panel three times per year. 
1.3 
The 2nd revenue monitor has been compiled in the previously agreed format and the report contains the following information:
- 
details of net expenditure to the 30 September 2016.
- 
service managers’ forecasts of outturn compared to the service controlled budget for 2016/17.
-  
reasons for significant forecast budget variances. 
-  
issues relating to the directorate budget in future years,
2.
Main issues for Scrutiny
2.1
Overall Summary

2.1.1

The table below contains details of the net expenditure incurred by the directorate as at 30 September 2016, and the totals reflect the timing of payments and income to this date. The service manager forecasts of income and expenditure are based on the financial ledger position at this date, together with known/planned commitments for the remainder of the financial year.

2.1.2  At this point in the financial year a net budget pressure of £805k has been identified within the overall budget, which is broadly in line with the budget pressure of £827k included in the first revenue monitor and reported to this Scrutiny Panel on 08 September 2016. The summary position for the directorate is set out below and further details are contained in the attached Appendix A;
	Economy & Environment 
2nd Revenue Monitor 2016/17
	Net Spend to Date
	Annual Net Budget
	Forecast for the Year
	Forecast Service controlled over/under

	 
	£'000
	£'000
	£'000
	£'000

	Highways & Engineering
	             2,839 
	6,206 
	6,206
	                          -   

	Transport
	                 1,110 
	2,362 
	2,645 
	292 

	Markets
	- 209 
	-767 
	-450 
	317 

	Planning Services
	                 480 
	           1,148 
	1098
	-50

	Housing, Environment, Business & Skills
	5,423 
	         14,441 
	                14,155 
	           -281

	Corporate Projects
	                 32 
	               423 
	369 
	-54

	Corporate Asset and Facilities Management (CAFM)

	                 5,061 
	8,505 
	9,086 
	581 

	Total
	             14,736 
	32,548 
	                33,353
	805 

	Less use of carried forward underspend in the current year
Directorate contribution to Council wide demand management saving
	0

0
	-100
100
	0

0                                                        
	-100
100

	Directorate overspend
	14,736 
	32,548 
	33,353
	                     805 


2.1.3   Members may recall that Cabinet agreed on 06 June 2016 to fund the CAFM overspend of £67,342 from the Council’s balances and therefore a service controlled underspend of £440,045 has been carried forward to the financial year 2016/17 in accordance with the Council’s Budget Procedure Rules.

Part of the underspend is required in the current year to fund the completion of Minor Traffic and TRO Measures, further equipment required by the Parking Service, and other urgent works within the Highways Service. The balance of £100k detailed in the above table is, however, available to fund part of the budget pressure detailed in this report.

2.1.4
It is worth noting that since the last report was considered by Scrutiny Panel in September 2016, the directorate has contributed budget of £100k towards the overall cross council Demand Management saving of £500k agreed at Budget Council in 2015 for 2016/17 and future years. All other directorates of the Council have also contributed towards the overall saving. 
2.1.5 
Although DMT are committed to containing the overall net cost of the directorate within the overall approved budget, this is dependent to some degree on the ability of the directorate to generate significant fee income, and deliver further savings in key areas of service delivery, including the Corporate Asset and Facilities Management Service (CAFM).  
2.2 
Business Planning Units / Budget Monitoring Arrangements
2.2.1
The service controlled revenue budget is allocated to a number of Business Planning Units and each unit comprises one or more cost centres. Each of these areas has a dedicated budget for expenditure/income, and a manager who is responsible for monitoring /managing the budget and completing forecasts throughout the year in accordance with the Council’s agreed Revenue Monitoring Timetable.

2.2.2 
Managers with responsibility for monitoring budgets have access to monthly statements detailing the budget, income and expenditure, commitments and the remaining budget. It is worth noting that many items of income and expenditure within the directorate’s control do not fall equally throughout the year and therefore managers take into account any relevant seasonal variations when completing budget forecasts.
2.3
Further comments in relation to current revenue monitor are set out below;
Highways and Engineering Service – no overall variation
2.3.1
Members are aware that the overall budget for the service includes the sum of £5.3m to allow a programme of highway maintenance/works to be delivered each year. Of this sum, a budget of £1.587m is earmarked to pay for street lighting energy costs, leaving a balance of £3.713m available to fund a range of expenditure including, festive lighting, patching, footways, walling, structural and routine maintenance, street lighting and the winter service. Further budgets within the service are also required to pay for permanent staff and professional fees. These costs are offset to some extent by income generated from rechargeable capital works and charges for various other fees.

Since the last report was presented to this Scrutiny Panel a revenue budget realignment exercise has been completed in order to ensure that relevant  costs/income are contained in the overall budget, and at this point in the financial year no overall variation is projected to the approved budget.

It is also anticipated at this stage in the financial year that the agreed programme of work will be completed in relation highway maintenance/works, although this is dependent to some extent on a number of factors. 

Further comments in relation to the main areas of the budget are set out below;
Highway Maintenance/Works

At this stage in the year it is anticipated that the agreed programme of work will be delivered in accordance with the approved budget of £3m, although this is dependent to some extent on a number of factors. 
Fee Income Generation 
Members of this Scrutiny Panel may recall from previous revenue monitoring reports that the Service is required to generate fee income in the region of £1.2m per annum. It has become increasingly difficult to generate this level of income in recent years, in part because of a reduction in the Council’s capital programme.

Although fee income is again forecast to be well below the approved budget, and compensatory savings have been identified within the overall budget to offset any overall budget shortfall, it is likely that the Service will be able to generate additional fee income as many of the staff within the Service are now engaged on various Flooding and West Yorkshire Transport Fund capital schemes.

Winter Service

It has also been assumed at this stage in the financial year that the winter service budget of £699k will be sufficient to fund expenditure in the current year. It is, however, worth noting that expenditure in the financial years 2014/15 and 2015/16 was £1.1m and £927k respectively.
Members will recall that a report was presented to this Scrutiny Panel on 03 November 2016 detailing the current policy in relation to the winter service and the work currently being undertaken by officers to reduce expenditure in future years. It is anticipated that a further report with options to reduce the ongoing cost of the service will be available for consideration by Members in the next few months.

Parking Services 
In recent years a number of separate actions have impacted on the overall Service. It is also difficult to accurately forecast the outturn for the Service as customer parking behaviour can change from one year to the next. The overall performance of the service is also subject to some degree to the business environment within the main areas of parking.
In the current year the Service is also required to generate additional income of £400k and this sum increases to £600k in 2017/18 and future years in line with previously agreed Budget Council decisions. A report detailing various options that may result in the Council achieving the Budget Council saving in future years was considered by this Scrutiny Panel on 03 November 2016.

It is anticipated at this stage in the financial year that any additional options approved by Members to increase income will only impact on the financial year 2017/18, and therefore compensatory savings have been identified in the overall budget of the Highways and Engineering service to offset a potential budget shortfall of £169k in the current year.
Transport Service – potential overspend £292k 

2.3.2
Members of this Scrutiny Panel are aware that a “Whole System” Review of Transport was approved by the Council in 2012, with the specific aim of improving the Council’s transport provision and realizing savings of £850k in 2015/16 and future years. At this point in the review it is expected that savings in the region of £558k will be identified in the current year, leaving a potential budget shortfall of £292k, which is in line with the projection contained in the last revenue monitor. 

Officers are continuing to explore further options to reduce costs in future years and it is anticipated that the purchase of the new vehicle fleet, instead of  leasing, together with other options including a review of the staffing required to deliver the Council’s core transport functions, will achieve significant savings in future years. 
Markets Service – potential overspend £317k                   

2.3.3
Members are already aware that a Markets Working Group with representatives from all political groups, has been established to review the Service and this is supported by a Project Team, with the aim to consider how further improvements may be implemented within the Service.  An Action Plan detailing potential savings opportunities is currently being developed by the team and reports will be presented to the cross party Markets Working Group established to oversee the review. 
The overall projection for the service in the current year is broadly in line with forecast included in the 1st revenue monitor.
Planning Services – potential underspend £50k
2.3.4
The main areas of the budget are Business Support, Development Management/Strategy and Building Control. Although the Service is currently forecast to underspend by £50k, the position may well improve by the end of the year. 
The Service is required to generate Development Management and Building Control fee income in the region of £1,1m per annum, and as at the 30 of September 2016, income for both areas of the budget was £716,757, equivalent to 65% of the combined budgets.

Housing, Environment and Renewal – potential underspend £281k

2.3.5
The potential underspend within the overall budget is now forecast to be slightly higher than the previous underspend of £215k. The Housing Service is currently projected to contribute over £100k towards the budget pressures detailed in this report, largely from within employee and related budgets.

2.3.6 Members are reminded that the new Waste Disposal and Collection contracts introduced in December 2015 and 01 August 2016 respectively. It is very difficult to precisely determine the level of any savings that may be achieved by the introduction of these contracts, particularly as the overall budget for the Waste Service has been reduced significantly in recent years in line with previously agreed Budget Council decisions. 
It is, however, anticipated that changes and/or new procedures introduced with the new contracts, will generate further savings in the region of £181k. This includes a change in expected volume of specific waste eg plasterboard and also the income from Suez for trade waste that has finally been agreed and had not been previously included in previous forecasts.
Corporate Asset and Facilities Management (CAFM) – potential overspend £581k
2.3.7  The Service is required to achieve savings of £3.548M in the current year, which is £200k more than the target for the previous financial year. At this stage in the year permanent savings of £2.059m have already been implemented, and it is currently forecast that further savings of £908k will be achieved, realising total savings of £2.967m. The overall forecast is broadly in line with the projection included in the previous revenue monitor.

The savings for the current year will be achieved across a broad range of headings, but the most significant are energy, repairs, employee related and other areas of the premises budget.

It is also worth noting that he Service has contributed savings of £100k towards the Council’s Future Workforce Programme in the current year, and therefore these savings will not count towards the overall target of £3.548m detailed above.
Future Workforce Programme
2.3.8   All directorates of the Council are required to contribute savings towards the Council’s target of £5.5m agreed for 2016/17 and future years. In the current financial year the directorate is currently forecast to contribute savings of £196k towards the overall target from various areas of the budget, including the CAFM contribution detailed in paragraph 2.3.7 of this report.
2.4 
Directorate Management Team Budget (DMT) Monitoring Position Statement 2016/17
2.4.1 
In view of the current budget pressures, managers will continue to closely monitor those budgets which represent the most significant risk, and DMT will continue to receive the regular financial reports throughout the remainder of the financial year.
2017/18 and Future Years
2.4.2  
It is clear that certain budget pressures detailed in this report will continue to some extent in future years, particularly in relation to Markets, Transport, CAFM and Parking Services.
Action Plans have now been completed for each of these service areas and progress in respect of the reviews will be monitored by DMT, the Economy and Environment Financial and Performance Review Group and this Scrutiny Panel. 
2.4.3
The directorate has already contributed savings in excess of £600k towards the Council’s Future Workforce Programme savings target in 2017/18 onwards, and further savings may have to identified in future years. 
3.
Consultation
Not applicable.

4.
Further action and timescales
Staff within the directorate will continue to monitor budgets on a regular basis and complete reports for DMT, Project Boards, Review and Scrutiny Panels, and implement the agreed actions to alleviate any potential budget pressures in future years.
5.
Options appraisal/Conclusions
As commented upon in this report.
6.
Appendices
Appendix A attached to this report, contain details of budgets and Service Manager forecasts.
7.
Background Documents
Finance reports to Departmental Management Team. 

The financial ledger. 

Previous budget reports submitted to E& E Scrutiny Panel. 

Comments from service managers.
8.
Documents available for inspection at
Finance Service, Westgate House, Halifax

For further information regarding this report please contact:


Paul Greenwood                  Tel; 01422 393501
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Financial Summary below Business Planning Unit

Business ExpenditureIncome Net Net Spend% of FinancialForecast

Planning    Budget Budget Budget to Date Spend Outturn Variance

Unit Sub Unit £000's £000's £000's £000's % £000's £000's

Highways & Engineering Highways Projects 9,540 -1,668 7,872 3,370 43% 7,872 0

Networks Manager 214 -128 86 153 178% 86 0

Parking Services 1,300 -3,289 -1,989 -900 45% -1,989 0

Sustainable Transport 360 -123 237 216 91% 237 0

      BPU Total 11,414 -5,208 6,206 2,839 46% 6,206 0

Transport

All Transport                   BPU Total

4,292 -1,930 2,362 1,110 47% 2,654 292

Markets

All Markets                      BPU Total

550 -1,317 -767 -209 27% -450 317

Planning Business Support / HoS 301 0 301 32 11% 251 -50

Development Management 1017 -724 293 138 47% 261 -32

Building Control 597 -449 148 20 14% 180 32

Development Strategy 406 0 406 290 71% 406 0

BPU Total 2,321 -1,173 1,148 480 42% 1,098 -50

Housing, Environment,  Business & Economy 1,052 -504 548 240 44% 548 0

Business & Skills Environment 13,739 -425 13314 4798 36% 13,143 -171

Housing 2,117 -1,308 809 385 48% 699 -110

BPU Total 16,908 -2,237 14,671 5,423 37% 14,390 -281

Corporate Projects

Corporate Projects         BPU Total

789 -366 423 32 8% 369 -54

Building Support 1,340 -69 1271 651 51% 1,151 -120

CAFM Team 1,889 -178 1711 935 55% 1,598 -113

Catering Service 84 -37 47 16 34% 28 -19

Commercial Properties 6 -57 -51 -37 73% -48 3

Corporate Maintenance 8,032 0 8032 3677 46% 6,927 -1105

Corporate Transformation -1,955 -664 -2619 -192 7% -629 1990

Council Properties - Owned 144 0 114 11 10% 59 -56

CAFM BPU Total 9,540 -1,005 8,505 5,061 60% 9,086 581

45,814 -13,236 32,548 14,736 45% 33,353 805

Directorate contribution to 

Council wide demand 

management saving

-100 0 -100 0 0% 0 100

Carried forward underspends 77 0 100 0 0% 0 -100

45,791 -13,236 32,548 14,736 45% 33,353 805

TOTAL DIRECTORATE (excl savings required and previous years 

underspend)

TOTAL DIRECTORATE (incl savings required and previous years 

underspend)
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