2014/15 Budget Monitoring — Outturn

REVENUE BUDGET & CAPITAL PROGRAMME MONITORING

AS AT 31° March 2015

Purpose of the Report

1. This report provides the Financial Outturn statement on the City
Council’'s Revenue Budget and Capital Programme. The first section
summarises the position and the detailed Revenue Budget Monitoring

and the Capital Programmes are reported in the Appendices.

REVENUE BUDGET MONITORING

Movements from Month 11

2. At month 11 the overall Council position was a forecast reduction in
spending of £121k. The outturn position for 2014/15 is a balanced
budget (following approval of carry forward requests). This is an adverse

movement of £120k from month 11.

3. The outturn by portfolio is summarised in the table below:

GRAND TOTAL

Portfolio Forecast FY FY Movement
Outturn Budget | Variance |from Month 10
£000s £000s £000s

CYPF 74,599 75,381 (782) &
COMMUNITIES 160,898 158,933 1,965 &
PLACE 165,287 164,320 967 &
POLICY, PERFORMANCE & COMMUNICATION 1,459 1,430 29 4
RESOURCES 62,432 63,070 (638) 4
CORPORATE (465,323) (463,134) (2,189) 1
TOTAL (648) (648) 4
PORTFOLIO CARRY FORWARD REQUESTS 47

2015/16 PRIORITY PROJECTS CARRY FORWARD REQUESTS 600

()

4. The main portfolio variations since month 11 are:

e The Resources outturn is an improvement of £675k from the month
11 forecast and is mainly due to increased income within Legal
Services of £157k, savings on former employee pension costs of
£212k, and greater than anticipated income from rent rebates of

£119k.
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e Corporate budgets outturn is an adverse movement of £423k, which
is mainly due to a temporary £1.5m contribution towards the pension
deficit early payment required to deliver £2.6m of savings over the
next two years. These funds will be fully repaid during 2015/16. This
adverse movement has been partly offset by a £431k improvement
on the redundancy budget as a result of lower than expected
VER/VS applications in March, and a £571k improvement within
capital financing costs, which is predominantly a result of lower
Minimum Revenue Provision (MRP) payments than anticipated.

Movements from initial forecasts at month 3

5. The forecast outturn over the past 9 months and the final position has
shown an improving position from the £11.4m overspend reported in
month 3 to the balanced position at year end. The improvement
between June and November reflected Portfolios’ attempts to reduce
spending but also the receipt of additional grant income within the
Corporate budget area to help offset the significant pressures within the
Communities and Place portfolios. Since November the aim has been to
continue delivering a broadly balanced position by identifying additional
savings to meet any emerging in-year pressures. The position month by
month is shown in the following chart:

SCC Revenue Qutturn by Month 2014/15
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6. Interms of the outturn position of a £648k reduction in spending before
carry forwards, the key reasons are:

e Children Young People and Families outturn is a £782k reduction in
spending mainly due to additional Education Services Grant (ESG)
income of £538k due to a delay in academy conversions, additional
income in Information Systems of £193k, additional traded income of
£317k within the Inclusion and Learning Service, and overall net
savings across the C&F services of £342k, which are made up of
gross overspends of £1.5m and underspends of £1.8m, details are
given in Appendix 1. These reductions in spending are partly offset
by overspends relating to demand increases on SEN Transport of
£322k, redundancy costs and under achievement of income against
Music Services of £119k, and a £248k overspend on Schools’ PFI.

e Place are reporting an outturn overspend of £967k, due
predominantly to delays in delivering the planned cost reductions to
the waste contract as a result of protracted negotiations with the
provider of £1.3m and £1.0m over budget due to income pressures
within the markets activity associated with the difficult economic
climate. These over spends are partly offset by £200k of vacancy
management savings and £800k of additional income within
Regeneration and Development Services.

e Communities are reporting an outturn overspend of £2.0m, due
predominately to a £2.5m overspend in Care and Support relating to
Learning Disability Services and the purchase of Older Peoples’ care.
This overspend has been partly reduced by significant improvements
in Adults Long-term Support, which is reporting a reduction in spend
of £1.2m. Another reduction in spending within the portfolio includes
a savings of £558k as a result of contract negotiation activities on
Housing Related Support.

e Resources outturn position is a reduction in spending of £638k, due
mainly to £512k of additional income within the Housing Benefit area
which is predominantly as a result of a DWP data-matching initiative
identifying a high number over payments which are now recoverable.
The amount recovered is greater than the reduced subsidy paid by
the DWP and is therefore a gain to the Council. In addition there is an
£184k under spend in Human Resources due to increased income
from the Moorfoot Learning Centre and vacancy management
savings.

e The outturn position for Corporate budgets is a reduction in spending
of £2.2m, due mainly to the receipt of additional grant income
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7.

awarded to the Council as compensation for business rates related
measures introduced or extended in the 2013 Autumn Statement, the
release of a year end provision taken to cover possible Stamp Duty
costs for Don Valley Stadium and the aforementioned redundancy
and MRP savings. This release of the provision, additional income
and budget savings have been partly offset by the aforementioned
need to temporarily contribute towards the pension deficit early
payment required to deliver savings over the next two years.

Further details of the outturn position for services and any movements
from the previous month are detailed in Appendix 1.

Portfolio Approval Requests

Access to Grants

8.

To ensure consistency when dealing with grants which have not been
included in portfolios’ spending plans for 2014/15, Portfolios have been
asked to present business cases via the monthly budget monitoring
process for such income to be released and/or carried forward to
2015/16. A summary of requests awaiting approval as at Month 12 is
summarised below. Further details of each request can be found in
Appendix 1.1. It is recommended that these requests be approved.

Portfolios are requesting approval for the following grant to be released:

e Resources: £55k FERIS 2014/15 — This is a ring fenced grant given
by the DWP to support Local Authorities to tackle Fraud and Error in
Housing Benefit.

e CYPF: £305k Special Educational Needs (Reforms) Grant —
requested for release to support activity to implement the reforms
required by the Children & Families Act in September 2014.

Carry Forward Requests

Portfolios

10.

Communities are requesting two carry forwards totalling £47k. These
requests relate to £8k of unspent Ward Pots for local improvements and
a relatively small underspend within the Libraries Service of £39k. More
supporting details can be found in Appendix 1.2.
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2015/ 16 Priority Projects

11. In addition to the portfolio requests we are recommending that £600k be
carried forward into 2015/16 to fund priority projects. It is proposed that
the Council Leader in consultation with Cabinet colleagues will decide
how specifically to allocate this funding.

Public Health

12. The Public Health ring-fenced grant reported a £1.7m underspend for

2014/15. However it was approved via the month 6, 9 and 10 monitoring
reports that £1.3m of this underspend be made available to fund a
number of public health related projects in 2015/16. The funding for
these approved projects along with the remaining £400k unallocated
underspend has been transferred to earmarked reserves for use in
2015/16. Further details on the outturn position can be found in
Appendix 2.

Housing Revenue Account

13.

14.

The 2014-15 budget assumes an in year surplus of £6.9m will be
generated which will be used to fund the HRA Capital Investment
Programme. In accordance with the HRA's financial strategy any further
in- year revenue surplus / savings generated by the account will be used
to provide further funding for the future HRA Capital Investment
Programme.

As at month 12 the full year outturn position is a £8.8m overall
improvement from budget. As such, the funding contribution to the
capital investment programme has now been revised from £6.9m to
£15.7m. This is in line with the HRA Business Plan which sets out the
Council’'s ambitious plans and priorities for council housing over the next
five years. Capital investment is to be made on improving council
housing with a focus on works such as replacement heating systems,
insulation and energy efficiency, new roofs, improvements to communal
areas as well as building or buying new/replacement council housing.
Further details of the HRA forecast outturn can be found in Appendix 3
of this report.
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Non-earmarked and earmarked reserves

15. Within the existing statutory and regulatory framework, it is the
responsibility of the Intermit Executive Director of Resources to ensure
that the Council has an adequate level of reserves and that there are
clear protocols for their establishment and use.

16. Work on the reserves balances as at 31 March 2015 is still being
undertaken and is dependent on the completion of the statement of
accounts. However, the estimated balance of revenue reserves as at 31
March 2015 is £88.8m. This is shown in Appendix 4.

17. Included in the total is a figure of £11.3m of non-earmarked reserves,
which is considered to be low but not inadequate based on the
requirements of the Council. The 2012 Audit Commission report ‘Striking
a Balance’ indicated that:

“most Chief Finance Officers in our research regarded an amount
between 3 and 5 per cent of the council’s net spending as a prudent
level for risk-based reserves...”

18. Sheffield’s level of general fund reserves at 2.5% of the 2015/16 net
revenue budget is below these benchmarks but as aforementioned is still
believed to be adequate based on the requirements of the Council.

19. Although the overall balance on reserves of £88.8m seems significant, it
is worth noting that this is well below the national average as a
proportion of net revenue expenditure for Single Tier and County
Councils. The National Audit Office Report 2014 ‘The impact of funding
reductions on local authorities’ highlighted that:

“There has been a marked increase in levels of both types of
reserve. For single tier and county councils most growth has been
in earmarked reserves. These have increased from 19% to 27% of
net revenue expenditure in real terms. Unallocated reserves have
remained stable at 6% of net revenue expenditure.”

20. This report shows that on average Single Tier and County Councils have
set aside 33% of their net revenue expenditure budget in reserves. The
comparable figure for Sheffield City Council in 2014/15 is only 20%.

21. Earmarked reserves are set aside to meet known or predicted liabilities,
such as equal pay claims, but ones that are not certain enough to create
an exact provision in the aclgy@té. é’ﬂe liabilities are, however, likely
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22.

23.

24.

enough to say that the earmarked reserves are not normally available to
fund the budget or other measures.

Earmarked reserves also exist because of the need to smooth the
significant payments made on programmes such as the Major Sporting
Facilities (MSF) and PFI schemes over the 20 year plus terms of the
underlying agreements. In both cases we currently have a temporary
surplus. However, over time this position will change, and future
payments will be higher than our resources, so the reserves will be
needed to support their primary purpose (from around 2016/17 onwards).

The Council has made significant use of the money from these reserves
to fund expenditure on a temporary basis, and it is part of the financial
plan to have the reserves refunded by the time the call on them is
required. The main temporary use has been to support investment in
key change projects through Invest to Save which will be fully repaid in
2015/16. During 2014/15 £18.4m has been used to support the Pension
Deficit early payment to deliver £2.6m of savings. These funds will be
fully repaid in 2015/16.

Further details on reserves and their use can be found in Appendix 4.

Insurance Funds

25.

26.

An independent review of the Insurance Account has been undertaken to
identify the level of fund required. This includes:

e Known outstanding liabilities.
e Incurred but not reported liabilities (IBNR), and residual IBNR

e Claims previously paid by Municipal Mutual Insurance (one of the
Council’s Insurers who went in to a form of receivership in the
1990’s)

e Emerging claims
e Uninsured asbestos related claims.

The Directors of MMI ‘triggered’ the scheme of arrangement under
section 425 of the Companies Act 1985 (now section 899 of the
Companies Act 2006). Ernst Young are now responsible for the
management of the MMI’s business, affairs and assets in accordance
with the terms of the Scheme.

Page 85



2014/15 Budget Monitoring — Outturn

27.

28.

29.

30.

The Scheme provides that following the occurrence of a Trigger Event, a
levy may be imposed on all those scheme creditors who have paid
amounts exceeding £50,000 since the record date. Additionally,
payments made after the imposition of a levy in respect of established
scheme creditors will be made at a reduced rate (the payment
percentage).

Ernst Young have carried out a review of assets and liabilities of MMI
and concluded that the initial rate of the levy would be 15%, which has
now been paid. The levy will be reviewed at least once every 12 months.

The Council has a potential claw back of £4.1m with MMI in respect of its
own liabilities, and a further £553k relating to its share of the liabilities of
South Yorkshire Residuary Body (SYRB).

The Insurance Account as at 31 March 2015 has £21.7Million;
outstanding liabilities as at 31 March 2015 are £25.6 Million. The
Insurance Account is therefore 85% funded as at 31 March 2015. Given
the likely levels of repudiation of claims, we are satisfied that this account
is adequately funded.

Corporate Risk Register

31.

The Council maintains a Corporate Financial Risk Register which details
the key financial risks facing the Council at a given point in time. The
most significant risks are summarised in Appendix 5 along with any
actions being undertaken to manage each of the risks.

New Homes Bonus Fund

£m
Income Reserves as at 1/04/14 51
2014/15 NHB Grant Received 6.4
Total Income -11.5
Expenditure 2014/15 Total Spend 4.2
Future Years' Commitments 6.4
Total Expenditure 10.6
Funds Available for Investment -0.9

32.

The full year outturn for spend on New Homes Bonus remains in line
with the month 11 forecast of £4.2m. During the year the New Homes
Bonus fund supported housﬁga&d g@eneration projects including:
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e £1.0m remediating the site of the Don Valley Stadium as part of the
regeneration strategy for the Lower Don Valley

e £0.8m to the Sheffield Housing company to build new homes;
e £0.6m improving local centres particularly Darnall and Spital Hill;

e £0.8m building a cycle path from Park Square to Norfolk Park to
encourage development in the area; and

e £0.3m in enhancing hard to develop sites and bringing long term
empty houses back into use.

Annual Treasury Management Review

33. This Council is required by regulations issued under the Local

Government Act 2003 to produce an annual treasury management
review of activities and the actual prudential and treasury indicators for
2014/15. It was intended that the Annual Treasury Management Review
would be attached to this outturn report as Appendix 6. However due to
the shortened timetable for this report to ensure earlier visibility on the
revenue outturn position, it has not been possible to include the Treasury
Management Review at this stage. It is intended that the Annual
Treasury Management review will now be presented to Cabinet in July
2015 as part of month 2 Budget Monitoring.

Capital Summary

2014/15 Performance

34.

35.

At the end of March 2015, the end of year position is £19.5m (12%)
below the approved Capital Programme. Project managers have
delivered a capital programme of £145.3m. This is £8.5m lower than the
Month 11 forecast of £153.8m. This compares to a variance of £1.7m
last year for the same period.

A number of significant projects have been delivered including:

e Completion of two new primary schools providing additional school
places.

e £2.5m invested in acquiring existing or building new council owned
homes.

e 80% of the next 5 years Hﬁgag %Q;gramme has been procured.
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e The Bus Rapid Transit North project is well underway despite the
contamination of the site, unchartered buried services and
unexploded bombs from World War Two.

e £13m invested in New Retail Quarter land purchases and
development work.

e Preserving the city’s heritage by repairing historic buildings such as
the Abbeydale Industrial Hamlet.

2015/16 Challenges

36.

37.

38.

The approved programme in 2015/16 currently stands at £262m plus
£21m of slippage and another £7m - £8m being worked up for approval,
taking the total towards £300m. It is also possible that more SCRIF
funded schemes may come on stream. The Council has not delivered a
similar sized programme since 2010/11, and this would be double the
value delivered in 2014/15 as highlighted above.

The implementation of the new Gateway approval process aims to
remedy many of the causes of potential reduced delivery through greater
intervention by supervising programme boards earlier in the approval
process. It is hoped that his new approval process will streamline
planning and delivery practices to enable the delivery of the ambitious
2015/16 programme.

Further details of the Capital Programme monitoring and projects for
approval are reported in Appendices 8 to 8.2.

Implications of this Report

Financial implications

39.

The primary purpose of this report is to provide Members with
information on the City Council’s Budget Monitoring position for 2014/15
and, as such it does not make any recommendations which have
additional financial implications for the City Council.

Equal opportunities implications

40.

There are no specific equal opportunity implications arising from the
recommendations in this report.
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Legal implications
41. There are no specific legal implications arising from the
recommendations in this report.

Property implications

42. Although this report deals, in part, with the Capital Programme, it does
not, in itself, contain any property implications, nor is there any arising
from the recommendations in this report.

Recommendations
43. Cabinet are asked to:

(a) Note the updated information and management actions provided by
this report on the 2014/15 Revenue Budget Outturn.

(b) Approve requests in respect of Access to Grants and Portfolio Carry
Forwards as shown in Appendix 1.1 and Appendix 1.2 respectively.

(c) Approve £600k of the 2014/15 underspend to be carried forward into
2015/16 in order to be used on a number of priority projects, and note
that the Leader will decide specifically how the amount carried forward
will be allocated, in consultation with Cabinet colleagues.

(d) Approve the project to replace the Finance and eProcurement System,
as detailed in Appendix 7.

(e) In relation to the Capital Programme:

(i) Approve the proposed additions to the Capital Programme listed
in Appendix 8.1, including the procurement strategies and
delegations of authority to the Director of Commercial Services
or nominated Officer, as appropriate, to award the necessary
contracts following stage approval by Capital Programme
Group;

(i) Approve the proposed variations and slippage in Appendix 8.1;

(i)  Delegate to the Director of Finance and the Director of Legal
Services the authority to finalise, and if satisfactory, accept, the
conditions of the grant listed on Appendix 8.2;
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(iv)  Delegate to the Director of Finance in consultation Cabinet
Member for Finance & Resources the authority to finalise the
approved budget amounts to be slipped forward into 2015/16;

and note;
(v) The Outturn position on the Capital Programme; and
(vi)  The emergency approvals under delegated authority.

Reasons for Recommendations

44. To record formally changes to the Revenue Budget and the Capital
Programme and gain Member approval for changes in line with Financial
Regulations and to reset the capital programme in line with latest
information.

Alternative options considered

45. A number of alternative courses of action are considered as part of the
process undertaken by Officers before decisions are recommended to
Members. The recommendations made to Members represent what
Officers believe to be the best options available to the Council, in line
with Council priorities, given the constraints on funding and the use to
which funding is put within the Revenue Budget and the Capital
Programme.

Dave Phillips
Interim Director of Finance
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Portfolio Outturn Budget Monitoring Reports

Children Young People and Families (CYPF)

Summary

1.

The Portfolio has a full year outturn of a reduction in spending of £782k on cash
limit, an improvement of £68k from the month 11 position and DSG is
underspent by £1.8m:

Business Strategy: £109k reduction in spending, additional Education
Services Grant (ESG) income to that budgeted of £538k and additional
income in Information Systems of £193k. This under spend is partly offset
by a £322k over spend on SEN Transport due to demand increase,
redundancy costs and under achievement of income against Music Service
£119k and £248k overspend on Schools PFI.

Children and Families: £342k reduction in spending. Under spent areas
are:- Contact Contracts £501k due to more efficient management using
contact centres, Placements £729k due to positive trends in the numbers
and the costs of placements, Prevention and Early Intervention £272k due
to reduced expenditure on Contracts and Hosting and Premises, Provider
Services £185k in Fostering Staffing, Corporate Parenting and Bail and
Remand combined due to numbers reducing, Legal Fees £147k due to
lower than anticipated legal costs on care proceedings. These under
spends are offset by over spending areas which are: - Management and
Business Support £117k due to delay in the Business Support MER,
Fieldwork Service Areas and Permanence and Throughcare £781k net
overspend mainly due to difficulties in achieving vacancy monitoring targets
and recruitment of social workers, Direct Payments £270k due to parents
accessing their own care arrangements and Short Breaks £280k due to
increased applications for grant and higher number of holidays 2014/15 in
comparison to prior year, Children’s Disability Team £106k which appears to
be due to increased costs to a private provider.

Inclusion and Learning Services: £317k reduction in spending due to
£219k as a result of additional traded income in Educational Psychologists
and £55k in Pupil Admissions, £85k in Advocacy and Challenge and £189k
in SEN Placement Team due to vacancies. These are partly offset by an
over spend in In City SEN Provision £140k due to additional High Risk
Learners identified and an overspend of £77k on LAC Pupil Premium due to
less grant income than anticipated.
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e Lifelong Learning and Skills: £14k reduction in spending due to £242k

under spend in Youth Teams partly offset by over spends in the Training
Units £281Kk, due to less income than anticipated.

Financials (Non-DSG activity)

Senice Forecast FY FY Movement
Qutturn Budget Variance from Month 11
£000s £000s £000s
BUSINESS STRATEGY (1,5939) (1,486) (109) 4
CHILDREN & FAMILES 60,409 60,751 (342) 4
INCLUSION & LEARNING SERVICES 5,910 6,227 (317) -
LIFELONG LEARN, SKILL & COMMUN 9,875 9,889 (14) 1
GRAND TOTAL 74,599 75,381 (782) Lol

DSG Budgets

2. These budgets are funded via Dedicated Schools Grant (DSG) which is ring-
fenced to schools activity. These funds are therefore not available to support
General Fund activity and hence are not discussed in the main body of the
report.

3. Overall the DSG outturn is underspent by £1.8m, this is shown in the table

below:
Service DSG Overall
Month Month
12 1 Variance Change
£000's  £000's £000's £000
Business Strategy (2,305) (426) (1,879) (1,995)
Children & Families (123) (144) 21 (178)
Inclusion & Learning 643 737 (94) )
Lifelong Learning (16) 23 (39) 114
(1,801) 190 (1,991) (2,060)

e Business Strategy — an overall underspend of £2.3m, made up as:
Underspends of:

- 2 year old Free Early Learning £1.4m due to the level of programme
delivery achievable in year to meet the Governments ambitious target.
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The level of activity reflects the demand and supply for the service which
is expected to increase in 2015/16;

Routine Claims for Contingency £123k due to the level of claims paid to
schools being reduced; and

£1m contingency on DSG grant that is required to fund the 2016/17 DSG
budgets, so this amount has been added to the DSG reserve.

Offset by overspends against:-

SEN Transport £334k due to level of demand; and
Significant Growth School Budget £637k due to level of demand.

Children and Families - £123k overall underspend due to a reduction in
expenditure in MAST expenditure.

Inclusion and Learning - £643k overall overspend mainly due to:-

Banded Funding £350k due to level of demand;
Independent Placements £315k due to level of demand; and

In City SEN Provision £386k due to level of demand.

Offset by underspends against:-

Sensory Services £89k due to reduced expenditure against staffing and
transport plus increased income to that budgeted;

Inclusion and Learning Services £154k due to staff vacancies;

Pupil Admissions £82k due to additional academy income to that
budgeted; and

Looked after children education service (LACES) £60k due to reduced
expenditure and additional income to that budgeted, Pupil Premium and
Fellowship payment.

Lifelong Learning and Skills £16k overall underspend mainly due to:-

Post 16 High Needs £135k due to level of demand.

Offset by an under spend against:-

Not on School Roll £127k due to improved processes to place children.
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DSG Reserves

Balance Underspend | Balance
Brought on DSG in Carry
Forward 2014/15 Forward
At April At March
2014 2015
£000 £000 £000
DSG reserve (3,728) (1,801) (5,529)
Sickness Insurance
Scheme (159) ) )
Maternity Insurance
Scheme (143) (8) (151)
Total (4,030) (1,809) (5,680)

4. The balance on the DSG reserve at 31 March 2015 is £5.7m, this amount is
required to balance the 2015/ 16 budget with a small contingency of £1m which
will carry forward in to 2016/17 and may be required to assist in balancing the
DSG budget for that year.

Place
Summary
5. The Portfolio’s revenue outturn is an overspend of £967k, which is in line with

the previous month. The key reasons for the outturn position are :

¢ Business Strategy & Regulation: £1.3m overspend due to delays in
delivering the planned cost reductions to the waste contract as a result of
protracted negotiations with the provider.

e Capital & Major Projects: £1.0m over budget due to income pressures
within the markets activity associated with the difficult economic climate.

¢ Regeneration & Development Services: £1.0m under budget due to
reductions in spend through vacancy management of £200k and additional
income across a number of activities of £800k.
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Financial Results

Senice Forecast FY FY Mowvement
Cutturn Bud get Variance from Month 11
E000s £000s £000s
BUSINESS STRATEGY & REGULATION 230,435 28178 1,267 R=4
CAPITAL & MAJOR PROJECTS 1,700 aae1 1,039 ir
CREATNWE SHEFFIELD 1,008 1,182 [184) o~
CULTURE & ENVIRONMENT 44 828 45,048 {420 f=1
MARKETING SHEFFIELD 1,051 215 236 o~
PLACE PUBLIC HEALTH 1) 0 ) o
REGENERATION & DEVELCPMENT SER 26,488 87, 428 {980) 4
GRAND TOTAL 165,287 164, 320 967 A
Commentary
6. The following commentary concentrates on the changes from the previous

month.

Business Strategy & Regulation

7.

The revenue outturn for this activity is £1.3m over budget, broadly in line with
the previous period.

The position reflects an assumed £1.4m risk pending agreement with the
Contractor on new terms to reflect the revised waste collection arrangements.
Work is progressing on developing further the range of options for negotiation
with the contractor with a view to implementation for the commencement in the
new financial year.

Other cost pressures have to a large extent been mitigated, through one-off
savings / additional income including the finalisation of the prior year sale of
heat income due to the Council.

Capital & Major Projects

10. The revenue outturn for this activity is £1.0m over budget, an adverse

11.

movement of £400k this period following a review of provisions held relating to
the markets service, given the current economic climate.

The outturn position largely reflects income pressures within the markets
service arising from the level of stalls being let and provisions for potential debt.
The business model for the market is currently under review balancing lower
rents against the need for more flexibility in location to ensure let space is
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maximised. External agents have been engaged to promote the letting of
vacant stalls and recover monies due to the Council.

Culture & Environment

12.

13.

The revenue outturn for this activity is £420k under budget, broadly in line with
the previous period.

The key variances included additional income within bereavement services of
£220k and city centre management of £83k, together with reductions in spend
across a number of activities across the whole service.

Marketing Sheffield

14.

The revenue outturn for this activity is £236k over budget, broadly in line with
the previous period and largely reflects not securing planned reductions in
subsidy for major events.

Public Health

15.

The revenue outturn for this activity is balanced, since spend is covered from
Health grant. However, it should be noted that spend at £2.9m is £1.0m below
budget, which largely reflects reduced spend arising from below target
performance on the on the Stop Smoking Contract.

Regeneration & Development Services

16.

17.

The revenue outturn for this activity is £960k under budget, an improvement of
£273k this period largely due to additional income across a range of activities of
£571k, offset to some extent by additional capital contributions to fund
overspending in the Highways programme of £350k.

The key variances include reductions in spend through vacancy management of

£200k and New Homes Bonus funded projects of £500k, additional income of
£800k offset to some extent by additional capital contributions of £500k.
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Communities

Summary

18.

As at month 12 the full year outturn of the Portfolio is an over-spend of £2.0m,
an improvement of £71k from the month 11 position. This outturn position is
before taking into account carry forward requests of £47k within Community
Services.

e Business Strategy: The outturn for the year was an overspend of £46k
against the full-year budget. This is mainly due to one-off expenditure of
£300k used for business improvement activity and £177k for Business
Intelligence work, offset by a reduction in spend on the mail/insurance and
legal SLAs of £148k and savings on employee related costs and contracted
expenditure combined of £281k.

e Care & Support: The year-end outturn for Care & Support was an over-
spend of £2.5m. This was primarily as a result of ongoing pressures and
issues in Adult Social Care primarily relating to increased demand on care
purchasing budgets. Recovery action has helped improve the position by
over £2.2m from the Month 4 forecast position.

¢ Significant improvements have been made in Long Term Support where the
year-end position was a reduction in spend of £1.2m, arising from savings in
staffing of £660k savings in purchasing of £260k, savings in premises costs
£110k and greater income received of £180k.

e Contributions to Care is showing a small increases in expenditure of £44k,
with the main offsetting factors being: a shortfall in income of £1.4m due to
numbers of contributing service users being less than had been forecast
because of business demand management and appliance of eligibility
criteria, a one-off provision of £550k for repayments where there has been
an overcharge and a surplus in income from CHC of £1.8m due to more
joint funded cases where services are commissioned by the Council. Other
areas, including the Social Care Accounts Team, collectively have reduced
spending by £130k.

e Commissioning: Reporting a full year outturn of a reduction in spending of
£418k against the full year budget. The reduction in spend can be attributed
to the following main changes: a reduction in expenditure on Housing
Related Support Contracts of £558k as a result of contract negotiation
activities; surplus income from Water Rates collection services of £76k and
reduced spending on gypsy and traveller sites of £44Kk.
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This reduction is offset by an overspend of £152k relating to the agreed
sharing of SHSCT unachieved savings dating back to 2013/14. It has been
agreed the cost-sharing of the Sheffield Better Care Fund Programme Costs
for 2014/15, which are £119k. There was an increase in staffing costs
across Commissioning, but these were offset by increased cost recovery
income.

Community Services: the outturn for the service is reduction in spend for
the year of £161k. There was a reduction in spending in Library Services of
£58k, primarily due to planned savings on supplies and services, including
the book fund. There is also a reduction in spend of £101k, mainly due to
savings in employee related costs in Locality Services as a result of
vacancies not being filled during the financial year.

Financials

Senice Forecast FY FY Movement
O tturn Budget Variance from Month 11

£000s £000s £000s

BUSIMESS STRATEGY 5.089 5023 48 A=

CARE AND SUPPORT 114,048 111,548 2,408 4

COMMISSIONING 32,208 32,716 (418 i

COMMUNITY SERVICES 5,485 5647 {181) p=

GRAND TOTAL 160,888 158,933 1,965 o~

Commentary

19. The following commentary concentrates on the changes from the previous

month:

Business Strategy

20.

Increased SLA Legal Cost recharges within Business Strategy, arising from

support in the year for Adult Social Care, including the Care Act and the Better

Care Fund, were incurred in the month.

Care & Support

21. A provision of £400k for overcharging clients was taken in month 11. This

22.

23.

provision was reviewed in month 12 and resulted in a £145k increase.

Further reductions in demand in the Local Assistance Scheme within Housing
Related Services reduced the outturn position by £194k.

LD Purchasing budgets showed a favourable movement of £67k arising from

the realignment of budgets, due to increased CHC Income.
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Commissioning

24. There was a further £26k reduction in Housing Commissioning relating to
Gypsy and Traveller expenditure, primarily as a result of delays in the
purchasing of security equipment

25. Mental Health Purchasing reported an adverse movement of £83k, arising from
increased purchasing activity

Community Services

26. Community Services have requested two Carry Forwards as a result of failing to
fully commit libraries expenditure of £39k and Ward Pot expenditure of £8k by
the end of the financial year.

Cross-Portfolio Movements
27. Across the portfolio there has been a further reduction of £17k in the month
relating to employee related costs.

Resources
Summary
28. The Portfolio outturn is a reduction in spending of £638k, an improvement of

£674k from the month 11 position. The key reasons for the outturn position are:

e £184k underspend in Human Resources due to increased income in the
Moorfoot Learning centre and vacancy management.

e £512k underspend in Housing Benefit due to high value over payments as a
result of a DWP data-matching initiative.

Offset by:

e £158k overspend in Commercial Services (Savings) due to reduced income
from cashable procurement savings.
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Financials
Senice Forecast FY FY Movement
O tturn Bud get Variance from Month 11
£000s £000s £000s
BUSIMESS CHANGE & INFORMATION SOLUTIONS| [8,158) (B, 151) = -~
COMMERCIAL SERVICES 1,093 1,104 {11) A=
COMMERCIAL SERVICES [SAVINGS) (1.293) (1,451) 1568 f=1
CUSTOMER SERVICES 4,451 4,400 51 R4
FINAMNCE 2,103 2179 {78 -
HUMAM RESOURCES 2,308 2,402 (184 f=1
LEGAL SERVICES 2,812 3,885 &3 4
RESOURCES MANAGEMEMNT & PLAMNING 185 205 (20 «
TRANSPORT AND FACILUTIES MGT 24,642 34,842 o) A=
TOTAL 29,144 39,315 (171) 4
CENTRAL COSTS 23,074 23,028 48 4
HOUSING BEMEFIT 218 T27 (513 4
GRAND TOTAL 62,432 63,070 (638} 4
Commentary

29. The following commentary concentrates on the changes from the previous
month.

Legal Services
30. An outturn of £83k reduction in spending. This is an improvement of £156k from
the previous month and is due to higher income recovery than forecast.

Central Costs

31. An outturn of £46k overspend. This is an improvement of £277k from the
previous month and is due to reduced expenditure on former employee
pensions .

Housing Benefit

32. An outturn of £512k reduction in spending. This is an improvement of £119k
from the previous month and is due to reduced rent rebate benefits paid out.
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Policy, Performance and Communications

Summary

33. The Portfolio full year outturn is an overspend of £29k, an improvement of
£105k from the month 11 position. The key reasons for the outturn position are:

e £211k overspend in Communications mainly due to reduced recharges for
portfolio communications activity.

e £23k overspend in CEX office mainly due to unbudgeted LGYH membership
costs.

Offset by:

e Savings through vacancy management, recovery of salary costs from the
LEP & reduced supplies & services spend across other business units.

e £86k underspend in Electoral Registration because of reduced canvass
activity due to reprioritisation of staff for the PCC election.

Financials
Senice Forecast FY FY Mowement
O tturn Budget Variance from Month 11
£000s £000s £000s

ACCOUNTABLE BODY ORGANISATIONS 38 38 i o~

POUCY, PERFORMAMNCE & COMMUMICATION 3,581 3,532 29 4

FUBLIC HEALTH (2.140) (2,140 0 f=1

GRAND TOTAL 1,459 1,430 29 4

Commentary

34. The following commentary concentrates on the changes from the previous
month.

Policy Performance and Communication
35. An outturn of a £29k overspend. This is an improvement of £105k from the
previous month. The improvement this month is due to:

e Month 12 recharge income in Communications being higher than forecast;

e Reduced canvass activity in month 12 in Electoral Registration.
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Corporate items

Summary

36. The table below shows the items which are classified as Corporate and which
include:

Corporate Budget Items & Corporate Savings: (i) corporate wide
budgets that are not allocated to individual services / portfolios, including
capital financing costs and the provision for redundancy / severance costs,
and; (ii) the budgeted saving on the review of enhancements and the
budgeted saving from improved sundry debt collection.

Corporate income: Revenue Support Grant, locally retained business rates
and Council tax income, some specific grant income and contributions
to/from reserves.

Financials
FY
FY Outturn FY Budget Variance

£'000 £'000 £'000
Corporate Budget ltems & Savings Proposals 72,924 71,928 996
Income from Council Tax, RSG, NNDR, other grants and reserves (538,248) (535,062) (3,186)
Total Corporate Budgets (465,323) (463,134) (2,189)
Commentary

Corporate budgets outturn is an adverse movement of £423k from month
11, which is mainly due to a temporary £1.5m contribution towards the
pension deficit early payment required to deliver £2.6m of savings over the
next two years. These funds will be fully repaid during 2015/16. This
adverse movement has been partly offset by a £431k improvement on the
redundancy budget as a result of lower than expected VER/VS applications
in March and a £571k improvement within capital financing costs which is
predominantly a result of lower Minimum Revenue Provision (MRP)
payments than anticipated.
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PUBLIC HEALTH BUDGET OUTTURN 2014/15

Purpose of the Report

1.  Toreport on the 2014/15 Public Health grant spend across the Council for the
year ending 31 March 2015.

2. The report provides details of the full year spend of Public Health grant compared
to budget. Key variances are explained and any financial risks are discussed in
the risk section.

3. The net reported position for each portfolio/service area would normally be zero
as public health spend is matched by a draw down of public health grant. For the
purposes of this report and in order to identify where corrective action may be
necessary, we have shown actual grant draw down compared to budget.

Summary

4. The final outturn position was a under spend of £1.7m. The position shows a
further reduction in spend of £66k on the previous month. This is summarised in
the table below.

All figures £000s

Forecast full Full year FY variance Movement
year expenditure Full year forecast at from prior

Portfolio expenditure budget variance month 11 month
CYPF 11,281 11,281 0 15 (15)
COMMUNITIES 13,071 13,455 (384) (435) 51
PLACE 2,833 3,728 (895) (842) (53)
DIRECTOR OF PUBLIC HEALTH (inc PH
Intelligence) 2,370 2,789 (419) (370) (49)
TOTAL EXPENDITURE 29,555 31,253 (1,698) (1,632) (66)

5. Key reasons for the under spend by Portfolio are:
Policy, Performanace and Communcication.

e Contract slippage and unbudgeted income in Director Public Health Office of
£238k;

e Lower than budgeted take up on GP Health checks of £95k;

e Unallocated vacant post budget and vacancy management in DPH office of
£65.
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Place
e £613k under spend on Stop Smoking Service contracts
o £103k staff savings due to vacancy management.

e £179k underspend on new weight management contracts due to delays in
procurement

Communities

e £384k underspend in Communities mainly due to staff savings in Private
Sector Housing of £22k; PH Communities Staffing of £84k; PH Communities
third party payments of £48k; DACT Team and DACT infrastructure reduction
in costs of £42k; Non Contract Treatment of £11k; Residential rehab reduction
in costs of £164k and miscellaneous £13k.

6. The outturn is an decrease in spend of £66k from the month 11 forecast and the
key reasons by portfolio for the movement are:

Place

e Anticipated £53k spend on the new weight management and food contracts
not used;

Policy, Performanace and Communcication.

e Reduction in spend in DPH Office of £49k;
Offset by:

Communities

e Communities net increase in spend of £51 is mainly as a result of adverse
movement of £43k relating to various contracts / projects for PH Communities
and DACT and salary recharges in Housing Commissionning of £23k. This
adverse movement is partly offset by a reduction in spend on Residential
Rehab of £15k.
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HRA Revenue Budget Monitoring 2014/2015 — as at 31
March 2015

Summary

1. The HRA Business Plan is based on the principle of ensuring that investment
and services required for council housing is met by income raised in the HRA.

2. The 2014-15 budget assumes an in year surplus of £6.9m will be generated
which will be used to fund the HRA Capital Investment Programme. In
accordance with the HRA's financial strategy any further in- year revenue
surplus / savings generated by the account will be used to provide further
funding for the future HRA Capital Investment Programme.

3. As at month 12 the full year outturn position is a £8.8m overall improvement
from budget. As such, the funding contribution to the capital investment
programme has now been revised from £6.9m to £15.7m (shown in the table).
This is in line with the HRA Business Plan which sets out the Council’s
ambitious plans and priorities for council housing over the next five years.
Capital investment is to be made on improving council housing with a focus on
works such as replacement heating systems, insulation and energy efficiency,
new roofs, improvements to communal areas as well as building or buying
new/replacement council housing.

4. Main areas contributing to the outturn include higher than budgeted net dwelling
income (£1.2m) mainly as a result of year end profiling of the bad debt
provision, and a saving of (£1.8m) on repairs and maintenance which is partly
due to a reduced volume and cost of responsive repairs. This is in accordance
with the HRA’s Business plan of increasing capital investment in properties
which would result in savings on responsive repairs. Other savings include a
(£5.4m) forecasted saving on overall running costs primarily due to staff
vacancies and turnover, re-profiling of pension costs, delays in some projects
and underspends on other budget heads and a reduction of £274k for interest
on borrowing due to continued favourable interest rates.
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Financial Results
HOUSING REVENUE ACCOUNT (EXC i || Bt | |
COMMUNITY HEATING) £000's | £000's | £000's | Month 11
1.RENTAL INCOME (147,139) | (145,804) | (1,245) U
2.0THER INCOME 6,388) | (6,321) (67) U
3.HOMES-REPAIRS & MAINTENANCE 35177 36,098 (1,821) U
4.DEPRECIATION-CAP FUND PROG 37974 | 37967 7 i
5.TENANT SERVICES 49,641 55,047 (5,407) ]
6.INTEREST ON BORROWING 15,003 15,278 (274) U
Total (15733) | (6,925)| (8,808) N
7. CONTRIBUTION TO CAP PROG* 15,733 6,925 8,808 N

* To fund future capital investment programme.

Community Heating

The budgeted position for Community Heating is a draw down from Community
Heating reserves of £347k. As at month 12 the position is a draw down from
reserves of £97k resulting in a decrease in expenditure of (£250k). This is a

movement of £4k from last month.

FY FY FY Movement
COMMUNITY HEATING Outturn | Budget | Variance from
£000’s £000’s £000’s Month 11
INCOME (3,496) (3,440) (55) U
EXPENDITURE 3,592 3,788 (195) i
Total 97 347 (250) U
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Appendix 5

CORPORATE RISK REGISTER

This Appendix provides a brief overview of the main financial risks facing the
Council in 2015/16. A more detailed schedule of these risks will be monitored
by the Executive Management Team to ensure that the risks are mitigated.

Corporate Risks

2015/16 Budget Savings & Emerging Pressures

1.

There will need to be robust monitoring in order to ensure that the level
of savings required for a balanced budget in 2015/16 are achieved,
especially given the cumulative impact of £300m of savings over the last
five years (2011-16), and furthermore the backdrop of continuing
reductions in Government grant from 2016/17 onwards.

Whilst preparing the budget, officers have identified numerous pressures
which, if left unchecked, could lead to significant overspends in 2015/16
and beyond. The following pressures have been highlighted because
they present the highest degree of uncertainty.

Capital financing costs

Corporate savings of £3.4m from capital financing costs have been
offered up to help balance the 2015/16 budget, on the assumption that
market conditions will not be materially different to those assumed in the
approved Treasury Management Strategy.

The Council currently maintains a substantial but prudent under
borrowed position to help support the revenue budget and mitigate
residual counterparty default risk on cash investments. In operating with
an under borrowed position the Council exposes itself to interest-rate
risk. Recognising this, Treasury maintain a regular dialogue with the
Director of Finance and the Executive Director of Resources to
monitoring the risk and review mitigation opportunities.

Business Rates

Following the advent of the Government’s Business Rates Retention
Scheme in April 2013, a substantial proportion of risk has been
transferred to local government, particularly in relation to appeals,
charitable relief, tax avoidance, hardship relief and negative growth. The
issue of appeals dating as far back as the 2005 rating list is the greatest
risk causing concern across all authorities.

Page 113



As at mid-March 2015, there were properties with a rateable value of
£120m under appeal in Sheffield. On the 1% April 2015 new government
legislation was introduced to cut off any further backdated appeals prior
to the 31st March 2015. The impact of this announcement has resulted in
a significant number of claims being made in March 2015, which we
believe to be equivalent to the amount currently under appeal. In
addition, a significant national appeal is under investigation for Virgin
Media which would have a significant impact for Sheffield.

Due to the uncertainty around these factors a prudent provision has been
carried forward into next year. Actual trends on appeals are monitored in
year, and revised estimates of the impact of appeals have been made as
part of the 2015/16 budget process. The risk from appeals will be
significantly lower in future years once the backdated element has been
finalised.

Implementation of savings proposals

The risk of delivering savings in 2015/16 in specific areas such as adult
social care and waste management is considerable, given that the
Communities and Place portfolios overspent by £2.0m and £967k
respectively in 2014/15. To mitigate this, officers are working on the safe
and legal implementation of budget proposals by:

e Ensuring that there is a thorough understanding of the impact of
proposals on different groups and communities, including
undertaking Equality Impact Assessments for budget proposals and
discussed with Cabinet Members

e Carrying out appropriate, meaningful consultation activity with
affected communities and stakeholders, and ensuring that where
the proposal affects a supplier or provider, that they undertake
appropriate consultation and equalities work with service users.

¢ Discussing budget proposals with affected members of staff in
advance of them being made public, and putting in place MER
processes where required, in consultation with HR.

One-off funding

There is a significant risk about the high level of one-off funding and
reserves to balance the budget, particularly with regard to the Better
Care Fund. At £9.3m, this is the highest level of one-off funding that the
Council has had to use in recent years. However, officers will continue
to work with colleagues at the CCG to find more sustainable ways to
generate the required level of savings or income, by the end of this
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financial year and throughout next year so that real savings are identified
to replace the one-off use of resources.

Medium Term Financial Position

10.

11.

12.

The savings target for 2016/17, as indicated in the MTFS in October
2014, is £14.3m, and will increase (by £9.3m) to £23.6m if the Council is
unable to find more sustainable options to replace the one-off use of
BCF reserves. This savings target was predicated on the assumption
that RSG is only cut by a further 10% per annum from 2016/17. A
number of think tanks have come to the conclusion that it is likely that
local authorities can expect to see further reductions in RSG in the order
of 20% per annum. For this reason the Council has revised its
assumptions within the MTFS to the RSG cut of 20% and is working
towards identification of savings to meet this target.

The Finance Settlement for local authorities for 2016/17 and beyond will
be affected by the outcome of the General Election in May 2015. To
enable the Council to publish a revised Medium Term Financial Strategy
2016-21, officers are in the process of formulating planning proposals
which will be put forward for Members early in the 2015/16 financial year.
The indicative savings target for 2016/17 as referred to above is
therefore subject to review.

The Council’s financial position is significantly determined by the level of
Business Rates and Council Tax income. Each of these may be subject
to considerable volatility and will require close monitoring and a focus on
delivering economic growth to increase our income and on delivering
outcomes jointly with other public sector bodies and partners.

Pension Fund

13.

14.

Bodies whose Pension liability is backed by the Council are likely to find
the cost of the scheme a significant burden in the current economic
context. If they become insolvent the resulting liability may involve
significant cost to the Council.

As at March 2013 the triennial review for pensions highlighted the total
liability underwritten by the Council for external bodies was £9.3m.
However more up to date information from the pension fund seems to
suggest that these liabilities may have increased as a result of
universally low bond yields in the fund. The full liability will not be known
until March 2016 when the next triennial review is complete.
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Economic Climate

15.

16.

There is potential for current adverse economic conditions to result in
increased costs (e.g. increased homelessness cases) or reduced
revenues.

The Council seeks to maintain adequate financial reserves to mitigate
the impact of unforeseen circumstances.

External Funding

17.

18.

19.

The Council utilises many different grant regimes, for example central
government and EU. Delivering projects that are grant funded involves
an element of risk of grant claw back where agreed terms and conditions
are not stringently adhered to and evidenced by portfolios. In order to
minimise risk strong project management skills and sound financial
controls are required by Project Managers along with adherence to the
Leader’s Scheme of Delegation to approve external funding bids.

As SCC funding reduces, portfolios are increasingly seeking out new
sources of external funding, both capital and revenue. EU funding
contracts have more complex conditions, require greater evidence to
substantiate expenditure claims and are less flexible on timescales and
output delivery targets. This increases the inherent risk in projects which
are EU funded. Furthermore as the Council reduces its staff resources a
combination of fewer staff and less experienced staff increases the risk
of non-compliance with the funding contract conditions and exposes the
authority to potential financial claw back.

Moreover, the pressure on the General Fund means that Service
Managers are forced to seek more external funding such that the general
level of risk associated with grants is increasing because of the
additional workload this creates amongst reduced and potentially
inexperienced staff.

Treasury Management

20.

The Council has been proactively managing counter-party risk since the
credit crunch of 2008. Counterparty risk arises where we have cash
exposure to bank and financial institutions who may default on their
obligations to repay to us sums invested. Counterparty risk has
somewhat diminished over the last financial year as banks have been
obliged to improve their capital funding positions to mitigate against
future financial shocks. The Council is continuing to mitigate counterparty
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21.

22.

23.

risk through a prudent investment strategy, placing the majority of
surplus cash in AAA highly liquid and diversified funds.

As part of the 2015/16 budget process, we have developed the Treasury
Management and Investment Strategies; which was based on
discussions with members and senior officers about our risk appetite.
This will include a review of our counter-party risk to ensure it is reflective
of the relative risks present in the economy without being unduly
conservative for the improving UK economic position.

The Council is also actively managing its longer term need for cash.
Cash flow requirements show that the Council will require new borrowing
in the coming years to finance capital investment. With interest-rates
expected to rise from their current historic lows the Council is remaining
vigilant to interest-rate risk, and will draw down loans in a timely manner
to mitigate against borrowing costs rising above our target rates.

Over the final quarter of 2014/15 we successfully move to Barclays Bank
following the withdrawal of Co-op Bank from the Local Authority banking
market. Our relationship with the Co-op effectively ended at the end of
March 2015, except for a specific contract to take payments over
counters at Post Offices and Pay Point outlets.

Welfare Reforms

24.

In April 2013, the government began to introduce changes to the Welfare
system, which have had and will continue to have a profound effect on
Sheffield residents including council taxpayers and council house
tenants. The cumulative impact of these changes is significant. They
include:

¢ The Abolition of Council Tax Benefit: replaced with a local
scheme of local Council Tax Support from April 2013. The Council
approved the replacement scheme, based on the reduced funding
available from Government, and set up a hardship fund in January
2013, but there are risks to council tax collection levels and
pressures on the hardship fund which are being closely monitored.

e Housing Benefit changes: there have been a number of changes,
including the implementation of the ‘bedroom tax’, from April 2013
where the impacts are that a significant number of claimants are now
receiving fewer benefits, thereby impacting on their ability to pay rent.
The government is providing financial assistance to support affected
claimants through the funding of Discretionary Housing Payments
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which are administered by the council, however, this funding does
not meet the shortfall in housing benefit created by the bedroom tax
and the level of and commitment to ongoing funding is uncertain.

¢ Introduction of Universal Credit (UC): originally scheduled from
October 2013 but now delayed and awaiting further updates from the
DWP. Along with the impact of reducing amounts to individuals and
the financial issues that it might cause, the one of the biggest
potential impacts of this change is the impact on the HRA and the
collection of rent. Support towards housing costs is currently paid
through housing benefit direct to the HRA; in future this will be paid
through UC direct to individuals. This will potentially increase the
cost of collection and rent arrears. There will also be an impact on
the current contract with Capita and internal client teams.

Children, Young People and Families Risks

Education Funding

25.

26.

In 2014/15 it was anticipated that 25 of the Council’s maintained schools
would become independent academies (24 primary / 1 secondary). Only
6 primary schools and 4 secondary schools have converted in 2014/15.
Academies are entitled to receive a proportion of the Council’'s DSG
which schools forum have decided can be de-delegated back to CYPF to
fund central services. Academies can on conversion choose whether to
buy into those services thus creating a potential funding gap. Based on
academy conversions to date:

e up to £5m has now been deducted from the Council’s DCLG funding,
under the new Education Services Grant (ESG), and given to
academies. Currently around £3.5m is still at risk if all schools
choose to convert with the council retaining only £1.1m for retained
duties only.

e Up to £500k could be at risk to centrally funded services should
Academies choose not to buy back those services funded from de-
delegated DSG from the local authority.

If an academy is a sponsored conversion then the Council will have to
bear the cost of any closing deficit balance that remains in the Council’s
accounts. In 2014/15 this cost the Council £436k and remains a risk for
any future conversions.
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Communities Risks

NHS Funding Issues 2015/16

27.

28.

29.

30.

31.

The Better Care Fund became fully operational on 1 April 2015, bringing
together health and social care expenditure across Sheffield. The
programme aims to shift pressures and resources from the hospital to
community settings over the medium to longer term. This is supported by
a couple of joint initiatives that will help keep people well within the
community, first of all the additional £1.0m funding made available
through the Transformation Challenge Award and the joint tender for the
Independent Living Solutions contract, which comes into effect from July
2015, which will pool around £2.5m of equipment budgets.

In 2014/15 monitoring of a shadow budget has taken place to determine
the amounts expended both within the Sheffield Clinical Commissioning
Group (CCG) and the Council. The 2015/16 Better Care Fund for
Sheffield has an agreed baseline of £270.5m, of which the contribution
by the Council is £105.0m, after pressures and savings. This takes into
account of CCG funding of £12.4m, provided to support integration.

The Fund is underpinned by a Section 75 agreement signed by both
parties, which sets out how the agreement will operate. This agreement
sets out the level of funding to be provided in the first year by each party.
It also sets out how any under or over spends are to be handled for each
section within the overall Fund.

As part of the overall requirement to balance the Council’s budget for
2015/16, we assumed that £9.3m would be made available through a
combination of additional BCF savings and/or funding transfers from the
NHS, to be used to reduce the Council’s overall budget gap. There is
however a significant risk in relation to this and discussions with CCG
continue to be ongoing. It is assumed at this stage that the Council will
secure £5m of funding from the NHS. A key recommendation of the EMT
Report was to match this assumed £5m contribution from the NHS with
£4.3m of one-off funding principally from the Council’s reserves. This
would, on a one off basis, mean that Adult Social care is held at cash
standstill in 2015-16 after savings and pressures have been taking into
account.

A 2-year plan is required, however, to ensure that these one-off funds
can be replaced by more sustainable proposals from the Better Care
Fund or Health: this £9.3m is not sustainable within the SCC budget.
The £9.3m would therefore be shifted to 2016-17, although clearly there
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will have to be a re-assessment of options once the 2016-17 funding cuts
from Government are known.

Place

2015/16 Revenue Budget savings

32.

The Portfolio intends to achieve its target savings in 2015/16 and
2016/17 by reducing the cost of the Streets Ahead Programme and
waste management contracts as well as seeking savings in the South
Yorkshire Passenger Transport Levy. The portfolio faces a significant
challenge in re-negotiating the contract payments which if not achieved
will require compensating savings in other services.

Resources Risks

Electric Works

33.

34.

The running costs of the business centre are not covered by rental and
other income streams. The approved business plan set-aside
contingency monies to cover potential deficits in its early years of
operation. By the close of 2014/15 this contingency will have been fully
utilised as the occupancy of units within Electric Works has been slower
(lower) than that assumed within the business case, such that the call on
the contingency has been greater (earlier) than planned. From 2015/16
onwards, responsibility for Electric Works is being transferred to the
Place portfolio. The risk of covering any potential deficit for 2015/16 has
been addressed as part of Place’s business planning process.

A full review of the options for the future is underway and will be reported
to Members as soon as possible.

Housing Revenue Account Risks

Housing Revenue Account (HRA)

35.

There are a number of future risks and uncertainties that could impact on
the 30 year HRA business plan. As well as the introduction of Universal
Credit, outlined in the risk above, the main identified risks to the HRA
are:

e Interest rates: fluctuations in the future levels of interest rates have
always been recognised as a risk to the HRA.
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¢ Repairs and Maintenance: existing and emerging risks within the
revenue repairs budget include unexpected increased demand (for
example due to adverse weather conditions).

Capital Programme Risks

Capital Receipts and Capital Programme

36. Failure to meet significant year on year capital receipts targets due to
reduced land values reflecting the depressed market and the impact of
the Affordable Housing policy. This could result in over-programming /
delay / cancellation of capital schemes.

Housing Regeneration

37. There is a risk to delivering the full scope of major schemes such as
Parkhill because of the severe downturn in the housing market. This
could result in schemes ‘stalling’, leading to increased costs of holding
the sites involved.

Bus Rapid Transit (BRT) North

38. The project is significantly over budget and a year behind schedule due
to the discovery of asbestos on land which was previously thought to
have been decontaminated, and, an unchartered sewer which has had to
be relocated. The latest estimate of the unfunded spend is £6m. A
number of options are being pursued, including applying for additional
grant litigation against those at fault and allocation of anticipated future
planning related development fees.
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Appendix 7

REPLACEMENT FINANCE AND EPROCUREMENT SYSTEM (REFINE)

PROJECT

Purpose of the Report

1.

To seek Cabinet approval to implement a full replacement Finance and
Procurement System, with enhanced functionality and full e-trading capabilities,
with the target system identified as Capita IBS Integra.

Summary

2.

The Council’s primary finance system, Oracle Enterprise One (OEO), was
implemented in 2008 as part of the World Class Financial Management (WCFM)
programme.

The system has not required an upgrade in the past 7 years, however in order to
remain within Oracle premier support, the Council will be required to undertake an
upgrade which will cost in the region of £300k very soon. This will unfortunately
not provide any significant additional functionality, and Oracle are no longer
developing OEO as a core product. With annual running costs of around £1m,
OEO is no longer deemed to be affordable. In addition, it is not now fit for purpose
in terms of the Council’s e-trading requirements.

The managed service contract with OEQ’s system provider runs out in December
2016, and is completely separate to the Council’s contract with Capita. The offer
of a suitable system from Capita at an affordable price as part of the recent re-
tender provides an opportunity to consider whether or not to change finance
systems.

Aims and Benefits

5.

The replacement of the finance system provides several benéefits:

e To reduce running costs (currently around £1m per annum) — there is
potential to reduce by £400k per annum, as well as staff time saved on
processing across the Council;

e Toimprove system functionality, specifically with respect to electronic
trading, allowing Commercial Services to better control spend and drive
efficiencies and discounts through approved suppliers, but also making
the purchase to pay process more efficient for internal customers;

¢ To remove time delays and inefficiencies in the current direct debit
process for sundry debt customers.

Strategic Objectives and Corporate Plan

6.

This project aims to promote the Corporate Plan priority of being “an in touch
organisation” by making the best use of public money and being responsive to
changes.
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7. The overall objectives of the project are:
e To reduce costs
e To provide an integrated Finance and Procurement solution
e To include new and improved technologies
e To reduce inefficiencies, i.e. smarter procurement, intelligent scanning,
electronic direct debit mandates.

Project Scope and Resources

8. The following components are in scope of this project:
¢ All current functionality provided by OEO
e System interfaces, including a review of “hand-offs” with Carefirst and
consulting with Commissioners
e Improved activity information
e Qtier reporting
e Training
9. The project will be resourced as follows:
e A project team will be set up to include members of Finance, BCIS,
Commercial Services and external support;
¢ Project implementation costs will be funded from the Invest to Save
reserve;
¢ Directors of Business Strategy and other portfolio representatives will be
included in the governance of the project.

Options for Delivery

10. The following options have been considered:

¢ Do nothing — this is considered not to be viable because of the ongoing
cost as well as there being no return on the one-off upgrade costs
required;

e Minimal replacement — this offers some savings but falls short of
achieving full benefits;

¢ Full implementation — will achieve the greatest benefits and provide a fit
for purpose web solution with modernised processes.

11. The final option — full implementation — is recommended with a phased approach
rather than “big bang”. This would work on the basis of modules being released
incrementally, thus reducing risk. This approach has been tried and tested and
was proven by the implementation of OEO.

High level Costs — 10 year summary

12. Retaining OEO (including required upgrades) will result in a total 10-year net cost
of £12.7m.

13. Replacing OEO with Integra is estimated to result in a total 10-year net cost of
£7.2m, thus saving £5.5m on system running costs over 10 years.
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14. Including staff time saved in portfolios, as well as a contribution from HRA
towards project costs, total net savings is estimated to increase to £8.7m over 10
years. Taking this into account, the project effectively pays back at the end of
2017/18.

15. A summary of the costs and benefits of implementing the new system is shown in
the table below.

Costs to retain OEO 15/16 16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25
Cost of running OEO - no change 1,013 1,019 1,025 1,031 1,037 1,072 1,078 1,084 1,091 1,097
Additional unavoidable costs 508 118 118 433 118 118 450 119 119 466
Cashable benefit (40) (41) (41) (42) (42) (43) (44) (44) (45) (46)
Total OEO costs 1,481 1,096 1,101 1,422 1,112 1,147 1,484 1,159 1,165 1,518
Cumulative OFOcosts 1,881 2577 3679 5100 6212 7,359 8843 10002 11,167 12684 |
Costs to implement and run Integra

Implementation costs 2,579 0 0 0 0 0 0 0 0 0
Ongoing running costs (15/16 dual running) 1,348 624 632 640 649 659 667 676 685 694
Other cashable benefits - see note below 0 (182) (218) (254) (291) (327) (338) (340) (341) (342)
Integra Net costs 3,927 442 414 386 358 332 329 337 344 352
Non Cashable Benefits - contribution from |
Portfolios 0 (327) (327) (327) (327) (327) (327) (327) (327) (327)
Cumulative non cashable benefits 0 (327) (654) (981) (1,308) (1,635  (1,962) (2,289) (2,616)  (2,943)
Contribution from HRA -300

Timescales

16. The project will start in April 2015, with the aim of full live implementation at the
end of March 2016. This is a very tight timescale to replace the entire Finance
system, so the project needs to kick off urgently.

Recommendation

17. Members are asked to approve this project to implement a full replacement

Finance and Procurement system, with enhanced functionality and full e-trading
capabilities, with the target system identified as Capita IBS Integra.
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CAPITAL PROGRAMME MONITORING AS AT 31°' MARCH

2015

Summary

1.

At the end of March 2015, the end of year position is £19.5m (12%)
below the approved Capital Programme. Project managers have
delivered a capital programme of £145.3m.

2. This is £8.5m below the previous Month 11 forecast of £153.8m. This
compares to a variance of £1.7m last year. The main changes are
discussed below at paragraph 5 below.

3. Project managers are requesting circa £21.2m of slippage to be carried
forward bringing to £70.6m the total slippage requested in 2014/15. The
applications are being reviewed and, in order to expedite the delivery of
schemes, it is proposed that authority to approve these requests is
delegated to the Director of Finance in consultation with the Cabinet
Member for Finance and Resources.

Financials 2014/15
Portfolio Full Year Full Year | Variance Full Year | Variance
Spend Budget Forecast | of Spend
as at vs. M11

month 11 Full Year

Forecast
£m £m £m £m £m
CYPF 25.9 29.2 -3.2 28.8 -2.9
Place 23.0 291 -6.1 24 .4 -1.4
Housing 33.5 40.7 -7.2 37.1 -3.6
Highways 27.6 28.6 -1.1 271 0.5
Communities 1.5 1.9 -0.4 1.6 -0.1
Resources 3.6 5.0 -1.4 4.6 -1.0
Corporate 30.3 30.3 0.0 30.3 0.0
Grand Total 145.3 164.8 -19.5 153.8 -8.5
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Capital Programme
Capital Programme
2014-
15 2015-16 Future Total
£m £m £m £m
Month 11 Approved
Budget 178.5 240.4 453.6 872.5
Additions 0.0 9.4 16.7 26.1
Variations -1.5 2.8 -2.2 -0.9
Slippage -12.3 9.8 2.5 0.0
Month 12 Approved
Budget 164.8 2624 4706 897.7

4.

The programme has grown by £25.2m following the addition of the major
scheme for improvements in the public realm at Brookhill (£7m) and the
agreed management fee for the management of the Housing Capital
programme funded by the Housing Revenue Account (5 years at £3m

per year).

Commentary

Variance to Month 11 Forecast

5.

The main changes from the Month 11 Forecast in the Housing

programme (£3.6m or 31% below the forecast spend for Month 12) are
£1.7m shortfall on the Acquisition of Long Term Empty Houses (£1.7m)
due underlying poor supply in the market and delays in completing
transactions, £0.9m shortfall on the Arbourthorne clearance project
again due to delays in purchasing properties and late mobilisation of the
demolition contractor and £0.6m slippage on the building of new Council
Homes
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6. £2.9m (31%) shortfall in the Schools programme of which the largest
item was the re-profiling of schools places expansion into future years.
The physical delivery of most projects was within +/-£250k of the
individual projects’ forecast. The residual variance of £0.5m is spread
over 70 projects and is within acceptable tolerance limits.

7.  Highways projects went against the general trend and exceeded the
forecast by £464k (8%). There were some shortfalls (notably the rail
bridge strengthening schemes which under spent against its forecast by
£132K) but other schemes exceeded the forecast

8. The Place programme fell £1.4m (24%) short of forecast due to slippage
on the new leisure centres at Graves and Thorncliffe (£0.8m) but the
target opening dates will be achieved. Lower Don Valley Flood
defences (£0.4m below forecast following protracted discussions with
the contractor to contain potential cost increases), Grey-to-Green
(£140k) and Beighton Landfill site (£94k) were the other projects
recording significant slippage.

9. The Resources programme was £1.0m (63%) below forecast due to
slippage on essential Road Vehicle replacements (£184k), Path
Resurfacing programme (£174k) and the Accommodation Efficiency
project to reduce the cost of office space used by the Council (£119Kk).
The project to develop a new community centre at Wincobank has also
slipped (£271k) because of the need to redesign and seek planning
permission as the tender came in higher than the available funding.
The Park Community Centre re-roofing suffered similar problems
slipping £77k into next year. This scheme needs reauthorizing (see
Appendix 8.1) as the costs have risen by £285k due to the roof being in
a much worse state than previously estimated.

Review of Achievements in 2014/15

10. The final position is £19.5m below the approved budget, which had
already been reduced by £49.4m during the year to reflect slippage in
the programme. It is broadly in line with previous years as paragraph 12
below explains.

11. A number of significant projects have been delivered including:

e Completion of two new primary schools providing additional
school places
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e £2.5m invested in acquiring existing or building new council
owned homes

e 80% of the next 5 years Housing programme has been procured.

e The Bus Rapid Transit North project is well underway despite the
contamination of the site, unchartered buried services and
unexploded bombs from World War Two

e £13m invested in NRQ land purchases and development work

e Preserving the city’s heritage by repairing historic buildings such
as the Abbeydale Industrial Hamlet

12. The Year End position includes a £30.3m capital contribution to the

13.

14.

15.

16.

Streets Ahead project which is a financial transaction driven by the
performance of the contractor. Thus the spend delivered internally
through the Council’s own project management capability is £115m
which is consistent with that delivered in 2013/4 (£116.5m) and 2012/13
(£115.6m).

The Challenge for 2015/16 and the Response

The approved programme in 2015/16 currently stands at £262 plus
£21m of slippage and another £7 - £8m being worked up for approval
taking the total towards £300m. It is also possible that more SCRIF
funded schemes may come on stream. The Council has not delivered a
similar sized programme since 2010-11.

The new Gateway approval process aims to remedy many of the causes
of the previous year’s slippage — unrealistic timescales, weak business
cases, inadequate project governance — through greater intervention by
supervising programme board’s earlier in the approval process.

The new process has been briefed and is under implementation. Some
programmes are receiving additional assistance to streamline planning
and delivery practices which should deliver more cost effective and
realistic, affordable projects.

Such efficiency savings are essential if the Council is to counter the
emerging cost inflation in the construction sector and deliver the
necessary infrastructure improvements to support the ambitious plans
for the city’s economy.
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Approvals

17. A number of schemes have been submitted for approval in line with the
Council’s agreed capital approval process.

18. Below is a summary of the number and total value of schemes in each
approval category:

e 14 additions of specific projects to the capital programme with a
value of £10.9m.

e 10 variations to the capital programme creating a net decrease of
£7.7m.

e 7 emergency approvals to the capital programme with a value of
£2.3m

e 3 revised procurement strategies with an approximate value of
£10.2m.

19. Further details of the schemes listed above can be found in Appendix
8.1.

Finance

May 2015
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