Reportto Cabinet 13 February 2013 Item

Report of  Chief finance officer 5
Subject Revenue budget monitoring 2012-13 — Period 09

Purpose

To update Cabinet on the financial position as at 31 December 2012 and the forecast
outturn for the year 2012-13, in summary that:

a) The General Fund forecast is for an underspend for the year of £1.867m

b) The Housing Revenue Account forecast is for an underspend for the year of
£8.040m

c) General Fund and Housing Revenue Account balances are expected to remain
in excess of the respective Prudent Minimum Balance

d) Monitoring of key budgets does not indicate any unusual cause for concern

Recommendations

1. To note the financial position as at 31 December 2012 and the forecast outturn 2012-
13;

Corporate and service priorities

The report helps to meet the corporate priority value for money services and the service
plan priority to provide accurate, relevant and timely financial information.

Financial implications

The financial implications of this report are set out in the text.
Ward/s: All wards

Cabinet member: Councillor Waters — Deputy leader and resources
Contact officers

Caroline Ryba, Chief Finance Officer 01223 699292
Mark Smith, Finance Control Manager 01603 212561

Background documents

Budget Reports (Council 21 February 2012)



Report
1. Council approved budgets for the 2012-13 financial year on 21 February 2012.

2. The attached appendices show the year-to-date and forecast outturn positions for
the General Fund and the Housing Revenue Account:

e Appendix 1 shows the General Fund by Corporate Leadership Team
responsibilities, and by Subjective Group

e Appendix 2 shows the Housing Revenue Account in (near) statutory format, and
by Subjective Group

e Appendix 3 shows budget and expenditure for the year to date in graphical

format.

General Fund

3. The budgets reported include the resources financing the council’s net budget
requirement, so that the net budget totals zero:

ltem Approved
Budget
£000s
Net Budget Requirement 20,745
Pooled Non-Domestic Rates (11,245)
Revenue Support Grant (218)
Council Tax precept (9,282)
Total General Fund budget 0

4. The General Fund shows a forecast outturn of an underspend of £1.867m. This is a
marginal decrease over the previous month’s forecast outturn of £1.894m.

5. The forecast underspend is made up of a range of service budget savings, largely
on staffing and supplies & services, and including both shortfalls and over-
achievement of income budgets. These will continue to be monitored during the
course of the year, which will in turn improve the accuracy of forecasting the
relevant outturns. Significant forecast variances are detailed below.

Service Forecast |Commentary
Variance
£000s
Finance (424) | Additional investment income and
savings on borrowing costs
Procurement & Service (911) | Savings relating to termination of
Improvement previous IT contract
Chief Executive (312) | Savings from constrained demand on

contingency resources




Service Forecast |Commentary
Variance
£000s

Communications & Culture (285) | Additional income from Olympics, other
events, and land searches

City Development (140) | Improved prospects for rent income
following rent reviews, and additional
parking income.

Human Resources (104) | Recruitment & training cost savings

6. The overspend to date reported of £0.307m is made up of several debit and credit
figures, where various income and expenditure lines are ahead of or behind budget
profile. These have been taken into account appropriately in considering the
relevant forecast outturn figures.

Housing Revenue Account

7. The budgets reported include the contribution of the net surplus/deficit to reserves,
so that the net budget totals zero:

Item Approved
Budget
£000s

Gross HRA Expenditure 65,580

Gross HRA Income (66,538)

Contribution to HRA Balance 958

Total net HRA budget 0

8. The Housing Revenue Account shows a forecast outturn of an underspend of
£8.040m. This is a large increase over the last month’s forecast of £4.450m,
explained below.

9. The forecast underspend is made up of a range of service budget savings, largely
on staffing and supplies & services, and including both shortfalls and over-
achievement of income budgets. These will continue to be monitored during the
course of the year, which will in turn improve the accuracy of forecasting the
relevant outturns. Significant forecast variances are detailed below.

Service Forecast |Commentary
Variance
£000s

Repairs & Maintenance (2,191) | Price savings, disabled adaptation
savings, and slippage on painting
programme

General Management (284) | Includes savings on corporate
overhead costs from shared services




Service Forecast |Commentary
Variance
£000s

Special Services (594) | Largely fuel & utility savings, subject to
winter weather conditions

Dwelling Rents (413) | Reduced void levels and new lets at
formula rent

Depreciation & Impairment (7,241) | £4.9m reduction in capital charges
arising from lower interest rates.
£2.3m reflecting disposal receipts,
reversed out in Financing Items below.

Adjustments & Financing 2,197 | £2.3m reflecting reversal of disposal

Items receipts, shown in Depreciation &
Impairment above.

10. The £4.9m reduction in capital charges referred to in the above table is a product of
the reduced interest rates secured on the HRA Self-Financing borrowing of £149m.
The revenue surplus generated is applied (as planned through the HRA Business
Plan) to reduce debt and to fund the Norwich Standard and Housing Investment
Strategy.
11. The underspend to date reported of £7.111m relates principally to the forecast
repairs underspend and delays in receipt and allocation of repairs invoices and
dwelling rent income.
Risks
12. Arisk-based review based on the size and volatility of budgets has identified a “Top
10” of key budgets where inadequacy of monitoring and control systems would
pose a significant threat to the council’s overall financial position. These are shown
in the following table, with additional commentary below where Red or Amber
flagged.
Budget Current Current | Current | Forecast | Forecast | Forecast
Key Risk Budgets £000s Variance Var % RAG Variance | Var% RAG
Housing Benefit Payments - Council tenants 38,727 -1,044 -3% 0 0% | GREEN
Housing Benefit Payments - Other tenants 30,354 -676 -2% 0 0% | GREEN
HRA Repairs - Tenanted Properties 11,957 -4,527 -38% -1,921 -16% RED
HRA Repairs - Void Properties 2,484 -589 -24% -227 -9% RED
Multi-Storey Car Parks 2,811 -11 0% | GREEN -45 2% | GREEN
HRA Rents - Estate Properties -55,298 -644 1% | GREEN -709 1% | GREEN
Council Tax Benefits 14,749 0 0% | GREEN 73 0% | GREEN
City Hall 860.01 -21.67 -3% | GREEN 15.76 2% | GREEN
Corporate Management including Contingency 394.51 -106.09 -21% RED 209.71 53% RED
Private Sector Leasing Costs 2,728 -215 -8% RED -287 -11% RED




13.

14.

Housing Benefit Payments - Council tenants: Payments to date flagged Red as
marginally behind budget profile.

HRA Repairs - Tenanted Properties: Current variance flagged Red as payments to
contractor delayed pending provision of supporting information. Forecast variance
flagged Red as underspend is expected due to overall price savings and slippage
on the painting programme.

HRA Repairs - Void Properties: Current variance flagged Red as delay in invoicing
following recent change in contracts. Forecast variance flagged Red as anticipate
savings on Energy Performance Certificates costs and void upgrade price.
Corporate Management including Contingency: Current variance flagged Red as
contingency budget unexpended. Forecast variance flagged Red as budgeted
general savings achieved against service budgets not shown centrally.

Private Sector Leasing Costs: showing as Red for current and forecast variance
owing to low level of spend; this will be offset by reduced rent income.

The budgets approved by Council were drawn up in the light of the reduced
resources announced by the coalition government. There are risks to the current
and medium term financial position from:

e Reductions in government grant — the localisation of Business Rates and of
Council Tax reductions will increase the risks to the council’s financial position
arising from economic conditions and policy decisions.

e Changes in policy — if further “empowerment” of local authorities is not matched
by devolved resources

e Delivery of savings — the budget incorporates both savings measures already in
place, and those planned for implementation during the year. If these savings are
not achievable in full, overspends will result. With appropriate approvals these
may be mitigated through provision made in the corporate contingency, up to the
level of that contingency

¢ Identification of further savings — work is continuing on developing proposals for
additional savings to bridge the medium-term budget gap. If these proposals fall
short, or are not implemented fully and in a timely manner, further budget
shortfalls will result.

Forecast outturns, are estimates based on management assessments, formulae,
and extrapolation. They may not adequately take account of variables such as:

e Bad Debts — budget reports show gross debt, i.e., invoices raised. While
allowance has been made in the budget for non-collections, the current
economic climate may have an adverse influence on our ability to collect money
owed. This may be reflected in higher Provisions For Bad Debt.

e Seasonal Factors — if adverse weather conditions or a worsening economic
climate depress levels of trade and leisure activities in the city, there may be a
negative impact on parking and other income.

e Housing Repairs & Improvements — the rate of spend on Void properties, though
closely managed, is heavily influenced by void turnaround, since transfers can
create a chain of voids involving significant repair costs.



Financial Planning

15. Overall levels of overspend and underspend will have an ongoing impact on the
budget for following years and the size and urgency of savings requirements

16. Net overspends and underspends will be consolidated into the General Fund and
Housing Revenue Account balances carried forward to 2013/14.

17. These are reflected in periodic updates to the Medium Term Financial Strategy and
Housing Revenue Account Business Plan.
Impact on Balances

18. The prudent minimum level of General Fund reserves has been assessed as
£4.517m. The budgeted outturn, updated to reflect the 2011/12 outturn, is as

follows:

ltem £000s
Balance at 1 April 2012 (3,803)
Budgeted use of balances 2012-13 300
Provisional outturn 2012-13 (1,867)
= Forecast balance at 31 March 2013 (5,370)

19. The General Fund balance is therefore expected to continue to exceed the prudent
minimum.

20. The prudent minimum level of HRA reserves has been assessed as £2.927m. The
budgeted outturn, updated to reflect the 2011/12 outturn, is as follows:

Item £000s
Balance at 1 April 2012 (14,725)
Budgeted contribution to balances 2012-13 (958)
Provisional outturn 2012-13 (8,040)
= Forecast balance at 31 March 2013 (23,723)

21. The Housing Revenue Account balance is therefore expected to continue to
exceed the prudent minimum.



Integrated impact assessment NORWICH
; | City Council
Committee: Cabinet
Committee date: 13 February 2013
Head of service: Chief Finance Officer
Report subject: Revenue Budget Monitoring 2012-13
Date assessed: 1 February 2013
Description: This is the integrated impact assessment for the Revenue Budget Monitoring 2012-13 report to cabinet




Impact

Economic

(please add an ‘x’ as appropriate)

Neutral

Positive

Negative

Comments

Finance (value for money)

[ ]

B

[]

The report shows that the council monitors its budgets, considers
risks to achieving its budget objectives, reviews its balances

position, and is therefore able to maintain its financial standing

Other departments and services
e.g. office facilities, customer
contact

ICT services

Economic development

Financial inclusion

XXX X

LI O O

LI O O

Social
(please add an ‘x’ as appropriate)

Neutral

Positive

Negative

Comments

Safeguarding children and adults

S17 crime and disorder act 1998

Human Rights Act 1998

Health and well being

XXX X

LI O

LI O



http://www.community-safety.info/48.html

Impact
(E;J?g:éi;ya?jgdaiiyﬁrzgyappropriate) Neutral Positive Negative Comments
(Rctzlﬁt;:ir;sn)between groups & D D
rE]grrzlisnsf;:;iQrg])tdiscrimination & & D D
Advancing equality of opportunity |E D D
(Eprllza/iiirso;;ndednganl ‘x’ as appropriate) Neutral Positive Negative Comments

Transportation

Natural and built environment

Waste minimisation & resource
use

Pollution

Sustainable procurement

LI OO O O
LI OO O O

XXX XX

Energy and climate change

((HEES{CRT o - T D-SR:T J o UEWS MM Neutral | Positive | Negative Comments

D The report demonstrates that the council is aware of and monitors

Risk management
D & risks to the achievement of its financial strategy.




Recommendations from impact assessment

Positive

None

Negative

None

Neutral

None

Issues

The council should continue to monitor its budget performance in the context of the financial risk environment within which it operates.




Budget Monitoring Summary Year: 2012-13  Period: 08 (Nov)
GENERAL FUND SERVICE SUMMARY
Approved Current Budget Actual Variance Forecast Forecast
Budget Budget To Date To Date To Date Outturn Variance
Business Relationship Management
0 1 Business Relationship Management 214,255 211,612 (2,643) 65,386 65,385
(19,440,102) (19,411,578) Finance (21,126,700) (18,537,441) 2,589,259  (19,835,724) (424,146)
103 762,331 Procurement & Service Improvement 1,794,933 837,030 (957,903) (148,864) (911,195)
(19,439,999) (18,649,246) Total Business Relationship (19,117,512) (17,488,799) 1,628,713 (19,919,201) (1,269,955)
Chief Executive
(486,495) 335,822 Chief Executive (952,104) (1,156,696) (204,592) 23,426 (312,396)
754 (1) Law & Governance 362,916 271,606 (91,310) (14,369) (14,368)
(485,741) 335,821 Total Chief Executive (589,188) (885,090) (295,902) 9,057 (326,764)
Customers, Comms & Culture
2,605,935 2,590,110 Communications & Culture 1,798,548 1,801,701 3,153 2,304,833 (285,277)
(164,079) (46,031) Customer Contact 1,629,371 1,630,394 1,023 (37,581) 8,450
2,441,856 2,544,079 Total Customers, Comms & Culture 3,427,919 3,432,095 4,176 2,267,252 (276,827)
Operations
748,174  (317,744) City Development (3,627,524) (4,607,808) (980,284) (458,073) (140,329)
9,381,074 9,359,171 Citywide Services 5,347,614 5,578,335 230,721 9,446,956 87,785
10 1 Deputy Chief Executive 103,806 101,608 (2,198) (2,917) (2,918)
2,681,479 2,290,630 Neighbourhood Housing 812,458 747,444 (65,014) 2,302,638 12,008
2,431,779 2,342,163 Neighbourhood Services 1,369,449 1,174,309 (195,140) 2,389,377 47,214
1,519,178 1,360,699 Planning 491,168 589,795 98,627 1,428,891 68,192
266,695 255,730 Property Services 886,613 1,307,402 420,789 305,580 49,850
17,028,389 15,290,650 Total Operations 5,383,584 4,891,085 (492,499) 15,412,453 121,803
Strategy, People & Democracy
338,434 359,684 Democratic Services 734,967 658,306 (76,661) 350,396 (9,288)
(54) 1 Human Resources 2,305,219 2,006,492 (298,727) (104,308) (104,309)
117,115 119,011 Strategy & Programme Management 337,543 175,618 (161,925) 116,900 (2,1112)
455,495 478,696 Total Strategy, People & Democracy 3,377,729 2,840,416 (537,313) 362,989 (115,707)
0 0 Total General Fund (7,517,468) (7,210,293) 307,175 (1,867,450) (1,867,450)
GENERAL FUND SUBJECTIVE SUMMARY
Approved Current Budget Actual Variance Forecast Forecast
Budget Budget To Date To Date To Date Outturn Variance
20,015,830 17,108,966 Employees 13,004,109 12,869,861 (134,248) 16,619,556 (489,410)
7,567,299 7,958,074 Premises 6,909,766 6,672,430 (237,336) 8,142,152 184,078
301,681 280,755 Transport 206,527 135,318 (71,209) 192,865 (87,890)
19,186,146 14,521,612 Supplies & Services 10,402,361 8,503,215 (1,899,146) 13,485,995  (1,035,617)
563,603 7,124,938 Third Party Payments 5,060,964 3,526,487 (1,534,477) 6,878,936 (246,002)
76,500,968 83,829,595 Transfer Payments 51,810,741 50,090,440 (1,720,301) 83,903,022 73,427
3,695,466 4,457,797 Capital Financing 6,501,456 5,728,681 (772,775) 3,950,597 (507,200)
67,084 0 Savings Proposals 0 0 0 0 0
(30,797,900) (30,981,838) Receipts (25,433,491) (25,821,919) (388,428) (30,741,172) 240,666
(92,379,992)(100,058,065) Government Grants (75,733,127) (70,020,574) 5,712,553 (100,139,167) (81,102)
1,505,332 1,505,332 Centrally Managed 1,129,068 845,132 (283,936) 1,505,455 123
21,604,340 18,113,189 Recharge Expenditure 1,990,959 1,578,410 (412,549) 17,679,562 (433,627)
(27,829,857) (23,860,355) Recharge Income (3,366,801) (1,317,773) 2,049,028 (23,345,252) 515,103
0 0 Total General Fund (7,517,468) (7,210,293) 307,175 (1,867,450) (1,867,450)




Budget Monitoring Report

HOUSING REVENUE ACCOUNT STATUTORY SUMMARY

Year: 2012-13

Period: 08 (Nov)

Approved Current Budget Actual Variance Forecast Forecast
Budget Budget To Date To Date To Date Outturn Variance
15,560,639 15,555,599 Repairs & Maintenance 11,666,727 5,873,270 (5,793,457) 13,396,478  (2,159,121)
6,144,214 6,143,814 Rents, Rates, & Other Property Costs 6,045,144 6,135,359 90,215 6,385,977 242,163
10,753,613 11,143,196 General Management 5,712,899 5,410,259 (302,640) 10,858,911 (284,285)
5,696,238 5,681,765 Special Services 3,687,084 2,784,242 (902,842) 5,087,510 (594,255)
27,215,640 26,882,390 Depreciation & Impairment 0 (1,751,124) (1,751,124) 19,640,953  (7,241,437)
215,000 215,000 Provision for Bad Debts 161,250 13,861 (147,389) 55,444 (159,556)
(55,298,270) (55,298,310) Dwelling Rents (42,026,716) (42,448,484) (421,768) (55,711,403) (413,093)
(2,383,135) (2,384,925) Garage & Other Property Rents (1,823,675) (1,752,732) 70,944 (2,291,706) 93,219
20 0 Housing Subsidy 0 8,121 8,121 10,828 10,828
(9,785,488) (9,801,518) Service Charges - General (7,435,916) (7,517,334) (81,418) (9,485,373) 316,145
10 0 Miscellaneous Income 0 (35,882) (35,882) (47,842) (47,842)
2,766,239 2,747,709 Adjustments & Financing ltems (37,258) 2,118,787 2,156,045 4,944,850 2,197,141
(734,720)  (734,720) Amenities shared by whole community 0 0 0 (734,720) 0
(150,000)  (150,000) Interest Received 0 0 0 (150,000) 0
0 0 Total Housing Revenue Account (24,050,461) (31,161,656) (7,111,195) (8,040,092)  (8,040,092)
HOUSING REVENUE ACCOUNT SUBJECTIVE SUMMARY
Approved Current Budget Actual Variance Forecast Forecast
Budget Budget To Date To Date To Date Outturn Variance
7,546,466 7,505,509 Employees 5,312,673 6,120,789 808,116 8,271,516 766,007
24,436,463 24,436,463 Premises 19,622,270 13,770,148 (5,852,122) 21,796,638  (2,639,825)
169,460 168,782 Transport 126,663 148,406 21,743 160,049 (8,733)
3,894,458 3,820,363 Supplies & Services 2,170,435 886,925 (1,283,510) 2,735,576  (1,084,787)
259,000 355,096 Third Party Payments 88,368 49,825 (38,543) 340,683 (14,413)
4,768,776 5,140,190 Recharge Expenditure 963,792 74,637 (889,155) 5,066,792 (73,398)
28,686,629 28,353,379 Capital Financing 0 395,069 395,069 23,328,795  (5,024,584)
(68,726,073) (68,744,603) Receipts (52,118,257) (52,416,005) (297,748) (68,782,936) (38,333)
(239,476)  (239,476) Government Grants (179,604) (191,451) (11,847) (210,570) 28,906
(2,122,703) (2,122,703) Recharge Income (36,801) 0 36,801 (2,073,635) 49,068
1,327,000 1,327,000 Revenue Contributions to Capital 0 0 0 1,327,000 0
0 0 Total Housing Revenue Account (24,050,461) (31,161,656) (7,111,195) (8,040,092)  (8,040,092)




Budget & Expenditure — Monthly by Service Graphs
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Culmulative Monthly 2012/13 - Citywide Services
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Culmulative Monthly 2012/13 - Deputy Chief Executive
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£000s
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£000s

Culmulative Monthly 2012/13 - Planning
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Culmulative Monthly 2012/13 - Procurement & Systems
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Culmulative Monthly 2012/13 - Strategy, People & Democracy
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