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Report from: Mick Hayward, Chief Finance Officer

Author: Kevin Woolmer, Finance Manager, BSD and RCC
Phil Watts, Finance Manager, Children and Adults

Summary

This report details the revenue budget forecasts as at the end of Quarter 2 (April to
September 2012) and highlights the major financial risks remaining in respect of
the 2012/2013 General Fund revenue budget

1. Budget and Policy Framework

1.1. ltis the responsibility of Cabinet to ensure that income and expenditure
remains within the budget approved by Council.

1.2. The Cabinet is asked to accept this report as urgent to enable Cabinet to
receive and consider the latest performance monitoring information at the
earliest opportunity.

2. Background

2.1. Atits meeting on 23 February 2012, the Council set a General Fund net
budget requirement of £180.998 million for 2012/2013, whilst Council Tax
continues to be frozen at 2010/2011 levels, on the back of a further ‘freeze
grant’ offered by Central Government.

2.2. This is the second quarterly report, summarising reports that have previously
been submitted to directorate management teams, based on returns from
individual budget managers. In preparing their returns budget managers have
been asked to take account of last years outturn, actual income and
expenditure for the year to date and, most importantly, their knowledge of
commitments and service requirements anticipated for the remainder of the
financial year.




2.3.

Table 1 below contains a summary of the Council’s forecast position, with

further detail, at divisional level and before management action, included at

Appendix 1.

3.1

Summary Revenue Budget Position 2012/2013

It can be seen from Table 1 that the outturn forecast for 2012/2013 currently

stands at a £961,000 overspend, an improvement of £5,000 on the previous
quarter although there are no proposals for further management action.

Table 1: Quarter 2 Summary

Budget Forecast | Proposed Q2 Q1
Directorate 2012/2013 | variance action variance variance
£000s £000s £000s £000s £000s

Children and Adult
Services:

- DSG funded services 127,347 0 0 0 0

- General fund services 124,856 726 0 726 329
Regeneration,
Community and Culture 57,385 500 0 500 745
Business Support 8,898 365 0 365 252
Public Health 283 (1) 0 (1) (5)
Interest & Financing 15,442 (550) 0 (550) (276)
Levies 974 (79) 0 (79) (79)
Dedicated Schools (128,693) 0 0 0 0
Grant
Council Tax Freeze (2,477) 0 0 0 0
Grant
Specific Grants (23,017) 0 0 0
Budget Requirement 180,998 961 0 961 966
Council Tax (99,080)
Formula Grant (80,743)
Use of Reserves (1,175)




4.1

4.2

4.3

5.1

Children and Adult Services

The directorate is currently forecasting a £726,000 overspend, the principal

reasons for which are:

e £1,085,000 pressure in Children’s Care, driven by an increase in the
number of looked after children having to be placed through expensive
independent fostering agencies, as in-house capacity has been
exhausted;

¢ A significant underspend against the budget for school early retirements
and redundancies (£329,000). This is due to the local authority having
fewer schools following academy conversions and the change in policy to
make schools responsible for costs arising from their own restructuring
proposals

Demographic pressures within disability services have been offset by the
availability of additional PCT income to fund expenditure on enablement,
including homecare and adaptations.

The directorate management team had previously proposed a number of
measures to manage cost pressures within the Children’s Care division, but
owing to insufficient senior management capacity due to absences,
implementation of this action has been delayed and it has been deemed
imprudent to provide an estimate of the financial impact at this stage.

Regeneration, Community and Culture

The directorate is forecasting an overspend of £500,000, the principle reasons

being:

e \Waste Services — forecast overspend £157,000 resulting from higher than
anticipated levels of garden waste, the re-profiling of the disposal of waste
between incineration and landfill and a slight upturn in disposal tonnages.

e Arts, Theatres and Events — forecast overspend £144,000. Theatres are
currently showing an overspend of £58,000, a significant improvement
from Quarter 1 where the forecast was £169,000. This improvement is
mainly attributable to a forecast increase in income due to more popular
shows recently being programmed into the events calendar. Management
action has reduced the Quarter 1 £50,000 shortfall in income from the
Corn Exchange and the Events team down to £25,000 in Quarter 2.

e Development Management — forecast overspend £131,000 due to less
than budgeted income resulting from a combination of the continuing poor
economic climate and legislation not being passed to enable planning fees
to be set locally.

e Directorate Support - pressure of £104,000 mainly due to unfunded Project
Management Consultant.

e Smaller overspends on other services are mitigated by a forecast
underspend of £150,000 on the Integrated Transport budget as a result of
slower than anticipated uptake of the younger persons scheme, for which
a promotion campaign is underway.



5.2

Areas not previously mentioned, that have contributed to the improvement

since Quarter 1, are:

¢ Housing Solutions, the forecast overspend on homelessness has been
mitigated with £180,000 savings achieved on homeless prevention
schemes and agreements.

e Car Parking, the service is showing an underspend against budget with an
improvement of £145,000 since the previous quarter, mainly due to
exceeding income targets.

Business Support

The division is currently forecasting an overspend of £365,000, contained in

which are the following major variations:

e Building & Design - forecast overspend £383,000 driven mainly by falling
levels of fee income emanating from a reduced education capital
programme.

e Temporary Staff Agency — forecast overspend £232,000 with reduced
surpluses reflecting continued reduction in activity levels.

e Legal Services — forecast overspend £153,000 due to reduced income
from capital schemes, agency costs to cover staff vacancies and
increased cost of court case printing.

e Children Review Services — forecast overspend £88,000 as a result of
increased activity.

e These and other, smaller overspends, are mitigated by significant savings
from vacancy management in Financial Services (£284,000) and property
related costs within Asset & Property Management (£411,000).

Public Health

The Public Health budget is for the most part funded by the PCT and is not
demand led. Therefore the Director expects to spend the funds she has
available to deliver the joint local authority and PCT health agenda and is
predicting a modest underspend of £1,000.

Interest & Financing

Interest rates continue to be at an all-time low and the euro crisis and financial
market nervousness continues. Against this backdrop in 2011/12 Interest and
Finance returned a surplus against budget of some £276,000. With the
caveat that these can be very volatile budgets, the latest forecasts show that
this position will be improved in 2012/13. This is for a variety of reasons,
including prudent investments and the reducing charge for the residual KCC
debt. Latest indications are that Interest and Finance will return a surplus of
£550,000 for 2012/13.

Levies

These levies are not directly ‘controllable’ by the Council and have been
budgeted at 2011/12 levels, however the forecast amounts for 2012/13 are:
e Coroners Service (via KCC) £499,544 (breakeven)

e Kent & East Fisheries £34,200 (£3,536 underspend)

e Environment Agency £55,916 (£750 overspend)

e Flood and Coastal Defence £304,479 (£76,586 underspend)



10.

10.1

1.

11.1

12.

12.1

13.

13.1

14.

14.1.

Dedicated Schools Grant

This grant is ring fenced to school services and any increase/decrease is
matched by a compensating change in schools budgets/contingencies.

Council Tax Freeze Grant

In 2012/13 the Government again funded the equivalent of a 2.5% increase in
council tax by way of a council tax freeze grant with the 2011/12 freeze grant
being incorporated within the Formula Grant total. As a result the Council did
not increase the council tax in 2012/13. However, this was clearly stated as
being a one-off grant that will therefore create a budget pressure for 2013/14.

Specific Grants

These are the Early Intervention Grant (£11.191 million), the Learning
Disability and Health Reform Grant (£9.319 million), the New Homes Bonus
(£2.389 million) and the Community Safety Grant (£118,000).

Planned Use of Reserves

Council agreed to use £1,175,000 from the General Reserve to fund one-off

initiatives as follows:

e Freedom Pass - £11,000 contribution towards the total cost of £250,000 ,
the maijority to be funded from additional income from parking charges;

e Free Swimming - £200,000;

e Apprenticeships - £100,000 to be funded from reserves and the other
£100,000 to be funded from the new Government Youth Contract scheme
and EU funds;

o Graffiti Team - £70,000;

e Free parking at Christmas - £50,000;

e Employment Matters Committee recommendation for lower paid staff -
£300,000;

o 2012 celebrations - £200,000;

e Opposition to Airport proposals — £50,000 to be released by the Chief
Finance Officer, in consultation with the Leader;

e Investment in Medway - £50,000 to be released by the Chief Finance
Officer, in consultation with the Leader;

e Key Stage 2/Governor Training - £143,000 to be funded from the
DSG/Standards Fund reserve.

Housing Revenue Account

The Housing Revenue Account is expected to achieve a surplus of
£1,841,000 which is a favourable variance of £373,000 when compared to the
budgeted surplus. This is due to £190,000 staff savings; £47,000 saving on
planned maintenance and premises costs; £30,000 saving on general office
expenses; £91,000 additional rental and service charge income and an
additional £15,000 received for interest earned on HRA reserves.



14.2.

14.3.

15.

15.1

16.

16.1.

17.

17.1.

18.

18.1

Due to higher than anticipated surplus reserves the HRA will bring forward its
debt repayment schedule. It anticipates making an unbudgeted minimum
revenue provision (MRP) payment in 2012/13 which equates to £823,000. The
MRP is set at 2% of the outstanding debt per annum for the HRA.

As a result of making the MRP contribution the HRA is expected to achieve an
income surplus of £1,018,000 which is an adverse variance of £450,000 when
compared to the budget.

Conclusions

The forecast overspend has remained constant between quarters 1 and 2 at
approximately £1m. However, although this is a significant sum, it should be
remembered that this represents a very small percentage on the General
Fund gross expenditure of some £530m. It should also be noted that a
forecast overspend of some £5m at the same point in 2011/12 was
successfully managed. Directorate management teams will continue to
identify measures to contain expenditure with an expectation that adherence
to budget will be achieved.

Financial and legal implications

These are set out in the body of the report.

Recommendations

Cabinet notes the result of the first round of revenue monitoring for 2012/2013
and instructs Directors to come forward with further proposals for
management action to reduce the potential deficit.

Suggested reasons for decision

Cabinet has the responsibility to ensure effective budgetary control to contain
expenditure within the approved limits set by Council. Where a budget

overspend is forecast, Cabinet supported by the corporate management team
must identify measures to remove any excess expenditure.

Lead officer contacts

Phil Watts, Finance Manager C&A, Gun Wharf, Tel. (01634) 331196.

e-mail phil.watts@medway.gov.uk .gov.uk

Kevin Woolmer, Finance Manager BSD/RCC, Gun Wharf, Tel (01634) 332151
e.mail kevin.woolmer@medway.gov.uk

Background Papers

Revenue budget approved by Council 23 February 2012
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=122&MI|d=2416&Ver=4

Revenue Budget Monitoring 2012/2013 to Cabinet 7 August 2012
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=115&MId=2527&Ver=4
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CAPITAL BUDGET MONITORING 2012/2013

Portfolio Holder: Councillor Alan Jarrett, Finance

Report from: Mick Hayward, Chief Finance Officer

Author: Phil Watts, Finance Manager C&A

Kevin Woolmer, Finance Manager BSD / RCC

Summary

This report presents the capital monitoring for the period to September 2012, with
an outturn forecast for 2012/13.

1.1

1.2

2.1

2.2

Budget and policy framework

It is the responsibility of Cabinet to ensure that expenditure for each capital
scheme remains within the budget approved by the Council, but it remains the
responsibility of Council to approve schemes for inclusion in the capital
programme.

The Cabinet is asked to accept this report as urgent to enable Cabinet to
receive and consider the latest performance monitoring information at the
earliest opportunity.

Background

The approved capital programme for 2012/13 and future years amounts to
£105.6million, comprising £83.0million in respect of brought forward schemes
and £22.6million of new approvals.

This report consolidates the capital monitoring undertaken by each directorate
and this is summarised in the appendices. The notes in the main body of the
report, below, represent a commentary on areas of concern or items of
particular interest.



3. Progress

3.1  Table 1 below summarises the current overall expenditure and the forecast
position against the capital programme, representing a summary of the
detailed information at Appendix 1. Appendices 2 to 5 show the position by
directorate.

Table 1: Summary — capital spend and forecasts

2 =
(] N —
T E ez 8 a8 B 3
> £ - N 0~ "> 8 c
Directorate o € c ® N ® = o8
g8 8 g SR S5 55
< 2 n S o N o = w>
o = o 5 .S
[T [T
£000 £000 £000 £000 £000
Business Support 34,138 26,886 3,195 4,057 0
Department
Children and
Adult Services 151,940 79,963 53,400 18,411 (166)
Regeneration,
Community and 89,460 64,104 18,465 6,285 (607)
Culture
Member Priorities 1,993 996 985 0 (12)
TOTAL 277,531 171,949 76,045 28,753 (785)

3.2  The progress reports utilise a ‘smiley face’ project monitoring system that
indicates progress at a glance. With only a few exceptions, the relevant budget
manager has provided the information in the progress fields of the report. The
criteria for the ‘smiley’ rating is as follows:

©
©

®

10

Scheme progressing on time and within budget

Scheme progressing on time but not within budget or scheme
progressing on budget but not within expected timescales

Scheme neither progressing within expected timescales nor within
budget.



Table 2 summarises the projects progress. Full detail is shown in the
appendices:

Table 2: Project Progress Summary

:n':r?izifisng @ @ @ Sc-ll-::at:lles
BSD 10 2 0 12
Children & Adults 41 17 0 58
RCC 46 6 0 52
Member Priorities 20 1 0 21
Total 117 26 0 143

4. Specific Scheme Monitoring Issues and Completions

41

411

41.2

4.2

4.21

422

83% of schemes are progressing well, forecast to complete on time and to
budget.

Business Support

There have been no changes to the approved programme since the previous
report and no schemes are predicting a variance to budget.

However, the scheme in respect of demolition of the Civic Centre was
underpinned by anticipated funding of £250,000 from rental income. This will
not now be forthcoming and alternative means of funding are being explored.

Children and Adults

The current 2012/13 capital programme for Children and Adult Services is
£71,977,000, which reflects a £638,335 increase in the overall budget since
quarter 1. This can be explained by the following:

e £1,642 reduction in the Adult Social Care modernisation and transformation
budget, following confirmation of the grant by the Department of Health;

e £600,000 revenue towards the cost of the new social care integrated care
management system following approval by Members in July 2012. This
contribution is to be funded from the rolled forward Adult Social Care
Reform Grant. The balance of the cost, estimated at £717,895, is to be
funded from within the existing capital programme - please see 4.2.2 below;

e £39,977 has been added for two new youth projects, CYC Gillingham North
£20,893 and Cyber Youth Connection £19,084. This is funded by grant
from ERDF France and was approved by Strategic Procurement Board in
August 2012.

In addition, the following budget transfers have been made between projects.

These budget virements had a nil effect on the overall directorate capital

budget. These are also reflected in Table 1 and appendices to this report:

e £160,000 was vired from the Kitchen/Dining project to the Napier Primary
Expansion following Relocation of Robert Napier 6™ Form project. This is to
fund the new kitchen at the primary school;

11
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e The Basic Needs Programme vired £312,326 to Greenvale Infant following
Gateway 3 approval for the temporary expansion;
e £458,000 was vired from SEN Projects to Twydall Schools PCP to fund the
new hearing impaired unit attached to the school
e A new cost centre for Social Care’s ‘Integrated Care Management System’
has now been set-up with a budget of £1,317,895. A contribution of
£600,000 will be funded from the Adult Social Care Reform Grant. The
balance of £717,895 has been vired from the uncommitted funds
summarised below
i. £300,000 from SEN Projects;
ii. £217,895 from Medway Grid for Learning;
iii. £200,000 from Adult Social Care Transformation.

Against this revised £72.0 million programme the directorate has forecast a roll
forward of £19.9 million into future years, reflecting the planned phasing of
schemes, with a £166,000 underspend overall.

Members requested a regular update on the progress of the Academies
Programme.

Strood Academy

Main building completed on time and on budget and now fully occupied by the
Academy. Landscaping and demolition of the old buildings will be completed
during 2013. BAM Construction continue to provide good opportunities for
local employment with between 50% and 60% local labour being used to date.
They are also delivering curriculum projects both for Strood Academy students
and students from other schools across Medway. The Strood Academy project
has been entered for a Medway Design Award and the whole programme has
been entered for a Local Government Chronicle 2013 Public / Private
Partnership Award for the partnership between the Council, BAM Construction
and Mace Group.

Bishop of Rochester Academy

The works are progressing to time and budget on site. The Academy is
working with BAM on a programme of curriculum activities. Local employment
levels are similar to those for Strood. The first phase of the move into the new
buildings will be in April 2013.

Brompton Academy

The new building is progressing ahead of programme by a month and on
budget. The Academy is benefiting from BAM's curriculum offer as the other
two academies are. During the demolition phase for the old Youth House
buildings considerably more underground asbestos was discovered than
anticipated by the surveys. As a result the project team is working with BAM to
develop contingency plans should similar levels be discovered during the
demolition of the existing main school buildings, so that this does not impact
on the programme or budget. As with the other two projects, local employment
levels are good at around 65%.



4.3 Regeneration, Community and Culture

4.3.1 Since the previous quarterly report the following additions have been made to
the Directorate’s capital programme:

e Local Management Agreement LMA £20,000 (English Heritage funded)
¢ Gillingham Green enhancements £100,000 (s106 funded)

e Play works £93,000 (s106 funded)

e World Heritage Site & Great Lines Heritage Park £23,000 (Grant funded)

4.3.2 One scheme, that for the Gillingham Gateway, is forecasting an overspend
(£20,633) although this is a ‘worst case’ scenario which may well be mitigated
with ongoing discussions with the contractor and use of s106 funding.

4.3.3 Atits meeting on 2 October, Cabinet agreed to request Council to add
£4.410m to the capital programme in respect of infrastructure works at
Rochester Riverside. This was agreed at Council on 18 October 2012 and will
be included in the monitoring report for quarter 3.

4.4 HCA funded schemes

4.4.1 A number of schemes were completed prior to 2012/13 and consequently do
not appear in the appendices (all anticipated costs were accrued into previous
years). However, an update will continue to be provided until the final accounts
(and requisite funding through prudential borrowing) are confirmed.

4.4.2 The attached appendix indicates that expenditure on the Stoke Crossing
Scheme (and the subsequent prudential borrowing requirement) is forecast to
be £625,000 less than the capital programme provision. Consequently, the
total forecast prudential borrowing requirement is currently £2.834m (see
Table 3 below), £634,000 less than that approved. However, this only allows
for agreed costs and does not include any allowance for further contractor or
statutory undertaker claims.

Table 3

Scheme Prudential | Pru. Borr. | Forecast Pru. Total Pru Borr
Borrowing | Utilised to | Spend Borr Pru variance
Approved | 31/3/2012 | 2012/13 | 2012/13 | Borr. (£000s)
(£000s) (£000s) & & utilised
beyond | beyond | (£000s)
(£000s) | (£000s)
Chatham Roads 1,301 1,188 139 139 1,327 26
Bus station 523 551 0 0 551 28
Bus priority / 421 358 0 0 358 (63)
traffic
management
system
Sub total 2,245 2,097 139 139 2,236 (9)
completed
schemes
Stoke Crossing 1,223 1,407 598 598 (625)
Total 3,468 2,097 1,546 737 2,834 (634)

13
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It should also be noted that the assumed s106 funding of £1.136m which was
to fund the A228 dualling Part 1 claims has not been forthcoming. Any unused
borrowing approval could be used to meet this shortfall, as could an un-
required provision of £150,000 brought forward from a previous A228 scheme.

However, if no further s106 funding is identified then a significant shortfall will
remain which would increase if any further costs on the HCA related schemes
became payable.

Members Priorities

The total scheme value is £1.993m of which £0.997m has been carried
forward. A sum of £0.567m is currently unallocated to specific schemes.
Allocations to the programme made since the previous report are;

e Memorial walls — Medway Park £20,000

e Broomhill Park entrance - £13,000

New Schemes and Virements

Cabinet is requested to note the various virements and reallocations outlined
in the body of this report, approved under Directors delegated authority
(paragraphs 4.2.1, 4.2.2 and 4.3.1 refer).

Conclusions

This report provides an update on expenditure, to the end of Quarter 2,
against the approved capital programme.

Risk Management

The most significant risk facing delivery of the Council’s capital programme is
maximising external funding for regeneration. The current economic climate is
deterring investors from committing substantial sums for development at
Rochester Riverside, although a limited scheme is now in progress with Hyde
Housing Association and further funding opportunities are being pursued
through the Growing Places Fund within the Local Enterprise partnership
(LEP) albeit this is interest free loan finance.

Financial and Legal Implications
The financial implications are fully analysed in the report.
Recommendations

That Cabinet notes:

e The spending forecasts summarised at Tables 1 and Appendix 1;

e budget virements and additions as detailed in paragraphs 4.2.1, 4.2.2 and
4.3.1.



10. Suggested Reasons for Decision

10.1 Cabinet has the responsibility to ensure effective budgetary control to contain
expenditure within the approved limits set by Council.

Lead officer contact

Phil Watts, Finance Manager C&A, Gun Wharf, Tel. (01634) 331196.

E-mail phil.watts@medway.gov.uk .gov.uk

Kevin Woolmer, Finance Manager BSD/RCC, Gun Wharf, Tel (01634) 332151
E-mail kevin.woolmer@medway.gov.uk

Background Papers

Capital budget approved by Council 23 February 2012
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=122&MId=2416&Ver=4

Capital Budget Monitoring 2012/2013 to Cabinet 7 August 2012
http://democracy.medway.gov.uk/ieListDocuments.aspx?Cld=115&MId=2527&Ver=4
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