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Report to Scrutiny Panel

	Name of Scrutiny Panel


	Economy and Environment

	Meeting Date


	15 December 2010

	Subject


	REVENUE BUDGET MONITORING 2010/11

	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?

	To report:

· The second cycle overall service controlled revenue budget monitoring position for 2010/11;

· The forecast Service Controlled Budget variances of the Directorate and underlying issues
· The implications for future years


	What are the key points?

	This report is primarily for information.  No decisions are required.




	Possible courses of action

	It is recommended that Members consider the report and identify any areas they would like to consider for further scrutiny in a future report


	Contact Officer

	A Kent

Telephone:  01422 392108


	Should this report be exempt?

	No


1. Background

1.1 This report provides information on- 
· results to end of September 2010 
· the service managers current forecast of outturn compared to the service controlled budget for 2010/11
· the reasons for significant forecast budget variances and underlying issues. 

· the issues affecting the Directorate budget in future years
2. Main issues for Scrutiny

Current Financial Year

2.1 This report presents the results of the second overall monitoring review of revenue expenditure and income compared to budget in 2010/2011 which is summarised as follows (excluding Transport Services), prior to the movement on reserves -

	
	Net Expenditure to  September
	Remaining Budget
	Current Approved Budget
	Current

Forecast
Outturn for Year
	Forecast

Budget Variance
(f-e)

	
	% of Budget
	£000
	£000
	£000
	£000
	£000

	(a)
	(b)
	(c)
	(d)
	(e)
	(f)
	(g)

	Overall Directorate Position
	40

	11170
	17338
	28508
	29015
	507


2.2 The Summary shows the net expenditure on the Councils financial ledger at end of September 2010 and therefore reflects the timing of payments and income to that date. However the service manager forecast for the year is based on the financial ledger position at that time, together with known/planned commitments and forecast income levels for the remainder of the financial year.

2.3 The forecast net budget variance is expected to be offset from reserves and other adjustments as outlined in paragraph 2.21 below. 
Business Planning Units/Budget Monitoring Arrangements

2.4 The Directorate service controlled revenue budget is allocated to a number of Business Planning Units.

2.5 Each Business Planning Unit comprises one or more Cost Centres. Each Cost Centre has a dedicated budget for expenditure (and income as appropriate) and a cost centre manager responsible for monitoring and managing the budget in accordance with service requirements and for providing a forecast outturn for the year.

2.6 Cost centre managers and Heads of Service have access to monthly statements showing the budget, income and expenditure, commitments and remaining budget and are required to review/update the forecast for the year each month. This process enables Managers to rapidly identify relevant budget control issues and to take action/ reallocate budgets to offset forecast under/overspendings.

2.7 Many items of income and expenditure within the Directorate’s services do not follow a straight-line pattern or even spend/receipt during the year. For example, winter service costs are mainly incurred during the winter season, property rates are normally charged at the beginning of the year, some income is charged for in advance or arrears etc.

2.8 The forecast outturn compared to current approved net budget for each Business Planning Unit (excluding Transport Services) is shown in the following table prior to the use of reserves and other adjustments -.
	Business Planning Unit
	Net Expenditure to September
	Remaining Budget
	Current Approved Budget
	Forecast for Year
	Variance

(f-e)

	
	% of Budget
	£000
	£000
	£000
	£000
	£000

	(a)
	(b)
	(c)
	(d)
	(e)
	(f)
	(g)

	Regeneration
	28
	482
	1266
	1748
	1692
	-56

	Design & Maintenance
	74
	1113
	399
	1512
	1631
	119

	Planning
	61
	1204
	762
	1966
	2553
	587

	Director
	16
	105
	558
	663
	499
	-164

	Highways & Projects
	32
	2851
	6041
	8892
	8880
	-12

	Markets
	44
	-246
	-315
	-561
	-484
	77

	Networks & Other Engineering
	35
	461
	870
	1331
	1306
	-25

	Parking Services
	42
	-590
	-801
	-1391
	-1340
	51

	Housing
	64
	739
	410
	1149
	1360
	211

	Environment
	38
	5051
	8148
	13199
	12918
	-281

	Total
	40
	11170
	17338
	28508
	29015
	507


2.9 The percentages shown of net expenditure to September are based on the current approved budget. This shows that this group of Directorate services have spent, net of income received, at end September, 40 % of the current approved budget.  
2.10 Appendix A provides further information concerning forecast variances to budgets below the Business Planning Unit level.
2.11. The current forecasts of outturn exceed the current budget by £507k prior to further forecast movements on reserves and other adjustments for particular service areas.
2.12 The forecast variance for the Regeneration Service is mainly from savings in staff costs
2.13 The forecast shown for Design and Maintenance reflects a potential shortfall in fee incomes and a shift in workloads towards compliance work. The service continues to examine options to reduce this forecast budget variance, the outcome to be reflected in the next budget monitoring report submitted to this Panel.

2.14 The forecast budget variance on the Planning Service mainly comprises 4 elements 
· The Development Management service is forecasting a variance to budget of £336k for the current year, the result of a shortfall of income. The remainder of the Housing and Planning Delivery Grant 2009/10 is held in reserve to meet the forecast outturn shortfall in full. The Conservation service is forecast to overspend by £4k
· The Building Control Service is forecasting a variance to budget of £42k for the current year, again mainly the result of a shortfall of income. The Building Control trading account reserve of £24k will be used to offset  part of the forecast shortfall

· Within Development Strategy the net forecast variance to budget of £213k comprises
· The forecast for the Local Development Framework £271k which would be funded by a specific reserve. 

· The Energy Management and Spatial Planning forecast net under-spending to budget of £58k, mainly the result of additional income from fuel rebates
2.15 A contingency budget for 2010/11, mainly comprising one off budget savings brought forward from 2009/10 but also new savings for 2010/11 is held to help the Directorate meet forecast budget variances/pressures for the current year. Any balance not required for this purpose will be either carried forward to 2011/12  or used to fund spend to save/other required initiatives.
2.16 The forecast under-spend on Highway Maintenance staffing costs is to offset work on land drainage within the Projects service
2.17 The forecast budget variance on the Markets Service reflects continued difficult trading conditions. 
2.18 Key issues included in the forecast overspend on the Housing Service include the net cost of the Strategic Housing Market Assessment, the cost of maintaining land, costs of the Doorways service and staffing costs. Service Managers continue to devise options for reducing/containing such costs within the budget
2.19 The forecast under-spending to budget on the Environment Service is mainly on the Waste Service being the result of improving rates of recycling and reduced waste going into Landfill. The forecast surplus at year end of £270k will be placed into a reserve to be used in later years to meet the expected increasing cost per tonne of Landfill Tax.
2.20 The Parking Services budget is to be adjusted for the closure of the Broad Street Car Park by £140k and will be reflected in the next budget monitoring report submitted to this Panel

2.21 Once the various transfers to and from reserves and other adjustments are taken into account, the forecast variance shown in 2.8 above is eliminated-as follows

	
	£000

	Forecast Variance to Directorate Budget
	507

	Transfer Environment-Waste Service forecast under-spend to Reserves
	270

	Forecast Transfers from Reserves:
	

	Development Management
	-336

	Building Control
	-24

	Strategic Resources
	-6

	Local Development Framework
	-271

	Compensation for Closure of Broad St Car Park
	-140

	Net Forecast Variance to Directorate Budget after movements on Reserves
	Nil


2.22 The forecast position of the Transport Service is shown in Appendix 2. The figures shown combine both service and centrally controlled budgets. The service is currently forecasting to remain within its total budget for the current financial year.
2.23 The Directorate Management Team has examined for all its services, the progress of income and expenditure against the 2010/11 budget, the latest service managers forecast of outturn compared to budget and have taken into consideration the impact of the items above.
2.24 The Directorate Management Team is taking action to contain budget pressures and at this stage believes that the outturn for 2010/11 will be broadly within total resources available. 
2011/12 & Future Years
2.25 The Directorate is forecast to use and exhaust a number of reserves in 2010/11 to offset budget shortfalls in that year. However, the shortfalls can be expected to recur in 2011/12 (and future years) as follows. 
2.26. With regard to the Development Management service, the Government has announced the termination of the Housing and Planning Delivery Grant regime with effect from 2010/11. The remainder of the 2009/10 Grant received by the Council is expected to be used in meeting the forecast budget shortfall in 2010/11. Planning Fees are currently determined by Central Government and were last reviewed with effect from 1st April 2008. Unless there is a significant upturn in the economy (and therefore planning applications), and/or substantive review of fees by Government and/or a replacement grant regime introduced, the current year forecast variance of c£340k can be expected to recur in 2011/12 onwards. This issue will need to be considered by Members as part of the process to prepare the 2011/12 budget.
2.27 The Building Control service is also significantly dependent on income from fees and the service is not immune to the current economic conditions. Unless there is a significant upturn in the economy and increased building control fee and partnership fee incomes as a result, a similar forecast variance to budget as identified for the current year of c£40k may recur in 2011/12. This issue will also need to be considered by Members as part of the process to prepare the 2011/12 budget.
2.28 The forecast level of spend in 2010/11 on the Local Development Framework (LDF) will, if achieved, exhaust the reserve balance. Central Government are reviewing all requirements for public spending and may vary the provisions of the LDF but until a new scheme is introduced the Council will need to continue with the LDF preparation and updating. The level of required spending on LDF, or a replacement scheme, in 2011/12 and future years will also need to be considered by Members as part of the process to prepare the 2011/12 budget.
2.29 The Directorate service controlled revenue budget in the future years has already been reduced to reflect savings arising from the programme to transform service provision. These savings, taken at Budget Council 2010, amount to £200k in 2011/12 rising to £1.1m per annum from 2012/13 onwards. A framework of separate projects to determine the detailed means of achieving these savings has been put into place. The individual project leads have provided a current position statement, including the forecast date to conclude the review/detail the source of the savings, as set out in Appendix 3. 

3. Consultation
Not applicable
4. Further action and timescales

The Directorate will continue to monitor its budget on a monthly basis and take action to manage additional pressures that may arise.
5. Options appraisal

The Directorate Management Team review options on a regular basis to contain identified budget problems within the budget resources available.

6. Conclusions

The Directorate Management Team receives relevant and timely information on the revenue budget monitoring position. 
7. Appendices
Appendix 1 provides more detailed information below the Business Planning Unit level 

Appendix 2 provides details of the budget/forecast of the Transport Services account

Appendix 3 provides details of the progress in securing the transformation of services budget savings agreed at Budget Council 2010 for the future years
8. Background documents

Report of the Finance Manager to Directorate Management Team and decisions thereon 

Analysis and information provided by the Assistant Head of Finance, other Finance Staff, cost centre managers and Heads of Service.  
9. Documents available for inspection at

Directorate Finance Office 3rd Floor Northgate House Northgate, Halifax

Appendix 1
Financial Summary below the Business Planning Unit level £000
(Excluding Transport Services –see Appendix 2)
	Business Planning Unit (BPU)
	Detail Group
	 Net Budget 
	Net Forecast Outturn
	Variance

	Regeneration
	Head of Regeneration
	139
	136
	-3

	
	Business & Economy
	925
	957
	32

	
	Major Projects
	138
	136
	-2

	
	Land & Property
	546
	463
	-83

	
	BPU Total
	1748
	1692
	-56

	Design and Maint.
	Corporate Maintenance
	1164
	1164
	0

	
	Design and Maintenance
	348
	467
	119

	
	 BPU Total
	1512
	1631
	119

	Planning
	Head of Planning
	129
	125
	-4

	
	Development Management/Conservation
	291
	631
	340

	
	Building Control
	163
	205
	42

	
	Development Strategy
	698
	911
	213

	
	Directorate Support
	685
	681
	-4

	
	BPU Total
	1966
	2553
	587

	Director
	
	250
	253
	3

	Contingency 
	
	413
	246
	-167

	
	BPU Total
	663
	499
	-164

	Highways & Projects
	Highway Maintenance
	902
	804
	-98

	
	Highways Works
	6773
	6773
	0

	
	3rd Party Insurances
	652
	652
	0

	
	Depots
	67
	74
	7

	
	Projects & Land Drainage
	331
	416
	85

	
	Management/Other
	167
	161
	-6

	
	BPU Total
	8892
	8880
	-12

	Markets
	Markets               BPU Total
	-561
	-484
	77

	Networks &Other Eng.
	Head of Highways & Eng
	109
	106
	-3

	
	Networks Manager and Staff
	127
	113
	-14

	
	Road Safety
	476
	462
	-14

	
	Rights of Way
	255
	255
	0

	
	Traffic
	152
	188
	36

	
	Highways Dev. Control
	170
	139
	-31

	
	Transportation
	42
	43
	1

	
	BPU Total
	1331
	1306
	-25

	Parking Services
	Parking Support
	1066
	1057
	-9

	
	On Street/Off Street
	-2457
	-2397
	60

	
	BPU Total
	-1391
	-1340
	51

	Housing
	Housing Access
	471
	614
	143

	
	Private Sector Housing
	396
	434
	38

	
	Housing General
	282
	312
	30

	
	BPU Total
	1149
	1360
	211

	Environment
	Environmental Protection
	1264
	1253
	-11

	
	Waste Services
	11935
	11665
	-270

	
	BPU Total
	13199
	12918
	-281

	Directorate Total
	Prior to forecast use of reserves 
	28508
	29015
	507


                                                                             Appendix 2

Transport Services

Revenue Budget 2010/11 Monitoring – September 2010 (Cycle 2)

        


 Transport Account
              Workshop Account                  Combined Account
	
	Budget

2010/11
	Forecast

 2010/11
	Variance

 2010/11
	Budget

2010/11
	Forecast

 2010/11
	Variance

 2010/11
	Budget

2010/11
	Forecast

 2010/11
	Variance

 2010/11

	Employees


	 1,867
	  1,868
	       1
	    383
	    353
	    (30)
	  2,250
	  2,221
	    (29)

	Premises


	    201
	     193
	      (8)
	       0
	        1
	       1
	     201
	     194
	      (7)

	Transport


	 1,785
	  1,842
	      57
	    165
	     159
	      (6)
	  1,950
	  2,001
	      51

	Supplies & Services


	    102
	       61
	     (41)
	      14
	      17
	       3
	     116
	       78
	     (38)

	Support Services


	    283
	     283
	       0
	       0 
	        0
	      0
	     283
	     283
	       0

	Capital


	    182
	     182
	       0
	       0
	        0
	      0
	     182
	     182
	       0

	Expenditure


	 4,420


	  4,429
	       9
	    562
	    530
	    (32)
	  4,982
	  4,959
	     (23)

	Income


	(4,495)
	 (4,504)
	      (9) 
	   (626)
	   (594)
	     32
	(5,121)
	 (5,098)
	      23

	Surplus()/Deficit


	    (75)
	    (75)
	       0
	     (64)
	     (64)
	       0
	    (139)
	    (139)    
	        0


Appendix C

Economy and Environment Scrutiny Panel   24th November 2010                                                                                                           
Revenue Budget Monitoring Report Cycle 2
Progress report on Transformation Budget Savings agreed at Budget Council 2010
	Savings option
(as described in the formal Council Budget document)
	Required Budget Saving for 2011/12

£000
	Required Budget Saving from 2012/13 onwards

£000
	Name of Project Lead
	Current Position
	Target date for final report to DMT

	Projects, Land & Property, Design and Maintenance
	
	500
	Ian Gray
	The FM review work is concluding the feasibility work with a concluding report and action plan being produced on the 9th November 2010.


	March

2012

	Administration Review
	100
	100
	Geoff Willerton
	First phase high level outcomes reported to DMT, with indicative savings. Issues of principle to be resolved. Second phase, relating to specific posts, to be completed by mid-November.


	17th November 2010



	Markets Services
	100
	100
	David Moore
	Savings identified so far are at 70% of target. Work is also ongoing to clarify budget targets. Next phase is to consult with Members and then begin work to bring savings identified to fruition. Further work is also needed to identify a further £30k of savings.


	December 2010

	Housing & Environment
	
	200
	Mark Thompson
	Savings contributions have been identified through an innovative re-tendering of the Council’s waste disposal contracts. A saving of £165 k per annum is estimated if recycling rates are sustained. A broader review is underway with respect to other services with a number of savings options being prepared. A potential saving on child play support workers for temporary accommodation has been identified.
	February 2011

	Highways Design and Maintenance
	
	200
	D Tee
	A report was presented to Cabinet Procurement Working Party on 7 October 2010 detailing the current position with the Highways Term Maintenance Contract. A report from consultants is expected shortly on the opportunities for improving the contract and collaborative working. Draft timetable for contract re-let has been prepared. The review of depot and office accommodation for Highways and Engineering is making good progress. Estimates of likely savings from the above indicate that the £200K could be achieved however figures will require revisiting when the way forward is determined.
	March 2011

	Total
	200
	1100
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