
2016/17  Budget Monitoring – Month 3 

REVENUE BUDGET & CAPITAL PROGRAMME MONITORING 
AS AT 30th JUNE 2016 

 
Purpose of the Report 
 
1. This report provides the Month 3 monitoring statement on the City 

Council’s Revenue Budget and Capital Programme for May 2016. The 

first section covers Revenue Budget Monitoring, and the Capital 

Programmes are reported from paragraph 20.  

 
REVENUE BUDGET MONITORING 
 

Summary 

2. For the purpose of this report, we have presented the Council’s financial 

position in two elements, namely the underlying position on the services 

commissioned/provided by the Council, and the position on services that 

are commissioned and funded jointly with the health service. This is on 

the basis that the approach to achieving a balanced outturn for 2016/17 

will require parallel strategies.  

 

3. The latest monitoring position at month 3 for the services commissioned / 

provided by the Council shows the potential for a forecast overspend of 

£7.0m to the year end. It should be stressed that this is the forecast 

position before any additional mitigating savings are found, and that 

mitigating savings plans are currently being identified. It is anticipated 

that the impact of some of these plans will be reflected in the next 

monitoring report as at month 5. It is therefore considered to be the worst 

case scenario and does not represent an overspend currently incurred. 

The position is summarised in the table below: 

 

 

 

Portfolio FY Variance:

£000s

CYPF                          2,593

COMMUNITIES                   2,826

PLACE 785

POLICY, PERFORMANCE & COMMUNICATION 525

RESOURCES                     357

CORPORATE                     (52)

GRAND TOTAL 7,034
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4. In terms of the month 3 overall forecast position of £7.0m overspend, the 

key reasons are: 

· Children, Young People and Families (CYPF) based on trends to 

date are forecasting to overspend by £2.6m. This is primarily 

reported in Fieldwork Services, resulting from pressures on social 

workers as a result of increased number of caseloads costing an 

additional £392k, increased transport costs and contact time for 

Looked After Children of £450k and 180k overspend on services to 

unaccompanied children over and above the Government grant 

received. Additional pressures include delayed savings of £582k on 

Short Break and Direct Payments and £237k on integrated residential 

and disability services with health. 

· Communities based on trends to date, shows a forecast overspend of 

£2.8m, due to demand pressures in Care and Support relating to 

Learning Disability Services and Long Term Support. 

· Place are showing a forecast overspend of £785k. This forecast 

overspend is primarily due to in-year budget pressures and a 

potential shortfall on delivering budget savings. 

· Policy, Performance and Communications are showing a forecast 

overspend of £525k due to lower than anticipated advertising income 

as a result of contract delays.   

· Resources are showing a forecast overspend of £357k due mainly to 

£274k of additional employee costs as a result of the Customer 

Engagement Programme being unachievable in this financial year 

and £304k of additional pressure within Transport and Facilities 

Management arising from additional costs on Burngreave New Deal 

for Communities Property and reduced income to support the 

Voluntary Registration of Land project.  These overspends are partly 

offset by £156k reduction in spending within Central Costs due 

mainly to lower than anticipated Former Employee Pensions costs. 

5. In parallel to the above position, the Council faces a series of significant 

challenges in delivering savings in conjunction with the health care 

system. Since the 2016/17 revenue budget was set, various cost 

pressures and risks to funding levels have emerged. These challenges 

are as follows. 

· Children, Young People and Families (CYPF) are showing a forecast 

overspend of £750k as a result of not yet securing agreement to joint 

contributions with the CCG for children’s services. 
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· Communities are showing a forecast overspend of £4.0m, due mainly 

to an emerging overspend against Commissioned Mental Health 

Services of £3.5m and £500k of pressures arising from CCG activity 

in the Learning Disability Service, as the profile of demand has 

shifted to costs funded by SCC and not the NHS.  A more integrated 

approach is being urgently explored.  

· Corporate are showing a forecast overspend of £5.8m, which is due 

to an anticipated shortfall in the Better Care Fund (BCF). We and the 

CCG agreed when the BCF was set up that £9.3m of funds would be 

made available in total by the two partners. The NHS would fund 

£5m, and the Council would fund £4.3m as a one-off in 2015/16, with 

the aim that the BCF would identify savings to eliminate the need for 

this contribution after 2015/16, or the CCG would identify a source of 

funds for it. However we now have a significant concern that slippage 

on this approach is occurring without the underlying savings yet 

emerging on a joint budget of £280m. SCC is the junior financial 

partner in this arrangement. Consequently the £4.3m is now a 

corporate pressure, and in addition the CCG is currently only able to 

guarantee £3.5m of the £5m of its share of the funding. We and the 

CCG continue to discuss the funding and management of the BCF.  

 
6. The combined impact of the forecast potential overspends in Council-run 

services and in services run jointly with the NHS is that the latest 

monitoring position at month 3 is a forecast overspend of £17.6m. The 

combined position is summarised in the table below.  

 

 
 

7. Although the latest position shows what is currently believed to be the 

worst case scenario, a significant amount of work will be required to 

bring forecast expenditure into line with budget.  This is being 

approached at this stage in two parallel strands, namely revenue budget 

management to contain the position outlined in paragraph 3, and 

Portfolio FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 2

CYPF                          70,338 66,995 3,343 ñ

COMMUNITIES                   143,706 136,880 6,826 ó

PLACE 145,886 145,101 785 ò

POLICY, PERFORMANCE & COMMUNICATION 2,492 1,967 525 ñ

RESOURCES                     52,661 52,304 357 ñ

CORPORATE                     (397,498) (403,247) 5,748 ó

GRAND TOTAL 17,585 (0) 17,585 ñ
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bringing to a conclusion the discussions on the joint funding 

arrangements with the NHS. The forecast position would be an 

unsustainable outturn when compared to a General Fund reserve of 

£12.6m. 

Commentary 

 

8. The main variations since Month 2 are: 

 

· CYPF are forecasting an adverse movement of £1.1m since Month 2. 

This is due predominantly to an estimated £438k of additional costs 

on placements, £260k increase in non-staffing costs for transport and 

contact time for Looked After Children and £258k of additional costs 

relating to Social Worker activity as a result of increased case loads.  

 

· Place are forecasting an improvement of £210k, which is due 

predominantly to one-off cost reductions on the Streets Ahead 

contract.  

 

· Policy, Performance & Communications are forecasting an 

adverse movement of £544k due to the aforementioned lower than 

anticipated advertising income as a result of contract delays. 

 

· Resources are forecasting an adverse movement of £143k due 

mainly to the withdrawal of funding for the Voluntary Registration of 

Land project from New Homes Bonus of £254k. This adverse 

movement has been partly offset by an improvement within the 

Finance service relating to staff savings and the aforementioned 

reduced funding requirement for Former Employee Pensions. 

  

9. Full details of all reductions in spend, overspends and movements from 

the previous month within Portfolios are detailed in Appendix 1. 

Approval Requests 

10. See Recommendations section of Appendix 7 for further details. 

 

Public Health  

11. The Public Health ring-fenced grant is currently forecasting a £47k 

underspend against the original grant allocation. Further details of the 

forecast outturn position on Public Health are reported in Appendix 2.  

Page 232



2016/17  Budget Monitoring – Month 3 

Housing Revenue Account 

12. The 2016/17 budget is based on an assumed in year surplus of £13m 

which is to be used to fund the ongoing HRA Capital Investment 

Programme. In accordance with the HRA’s financial strategy any further 

in-year funds generated by the account will be used to provide further 

funding for the future HRA Capital Investment programme. 

 

13. As at month 3, early indications suggest a £2.2m improvement in the full 

year outturn position.  As such, the funding contribution to the capital 

investment programme will be revised from £13m to £15.2m.  Further 

details of the HRA forecast outturn can be found in Appendix 3 of this 

report. 
 

 

 

 

 

New Homes Bonus Fund 

  

  

£m 

Income Reserves as at 1/04/16 -7.1 

 

Anticipated 16/17 NHB Grant -9.3 

 

Total Income -16.4 

   Expenditure 2016/17 Spend to Date 0.4 

 

Forecast to Year End 1.1 

 

Future Years' Approved Commitments 2.5 

 

Total Expenditure 4.0 

   

 

Funds Available for Investment -12.4 

 
14. Most of the expenditure to date has been on capital schemes improving 

London Road shop fronts and redeveloping the Arbourthorne 

area.  Officers are working on a number of substantial projects which will 

utilise the unspent balance and accelerate housing development and 

regeneration. These will be brought forward for approval by Members 

when ready. 

15. A review is currently being undertaken of the application of NHB so that 

it is directed to the Council’s strategic priorities especially the promotion 

of growth within the city. One option would be to add the unallocated 

NHB to other capital funds to create a Growth Investment Fund with the 

capacity to fund substantial projects which would enable, and drive 

growth forward. 
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Collection Fund 

 

16. As at the end of Quarter 1 the Collection Fund is forecasting an overall 

surplus of £0.8m made up of a £1.1m surplus on Council Tax and a 

£0.3m deficit on Business Rates. 

17. The Valuation Office (VOA) is currently in the process of revaluing all the 

business properties in the country. This will form the basis of the rating 

list for 2017 onwards.  However, as a result of this work there has been 

a slowdown in the processing of appeals. It is anticipated by the VOA 

that they will begin tackling the backlog in appeals in the second half of 

the year, which could have a negative impact upon the outturn position 

for Business Rates.   

 

18. Further details about the Quarter 1 performance of the Collection Fund 

can be found in Appendix 4. 

 

Corporate Risk Register 

 

19. 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. 

Capital Summary 

 

20. The forecast for 2016/17 has been increased by £1m on the Month 2 

forecast to £235.4m. The Approved programme budget is £250.8m, a 

difference of £15.4m. The majority of the variation is in the Housing 

programme which is forecasting an underspend of £14.3m split equally 

between acquiring or building new council housing stock and 

refurbishment of existing properties. 

21. Further details of the Capital Programme monitoring and projects for 

approval are reported in Appendices 6 and 6.1. 

 

Implications of this Report 

 

Financial implications 

22. The primary purpose of this report is to provide Members with 

information on the City Council’s Budget Monitoring position for 2016/17, 
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and as such it does not make any recommendations which have 

additional financial implications for the City Council. 

Equal opportunities implications  

23. There are no specific equal opportunity implications arising from the 

recommendations in this report.   

Legal implications  

24. There are no specific legal implications arising from the 

recommendations in this report.   

Property implications 

25. Although this report deals, in part, with the Capital Programme, it does 

not, in itself, contain any property implications, nor are there any arising 

from the recommendations in this report. 
 

Recommendations 
 

26. Cabinet are asked to: 

 

(a) Note the updated information and management actions provided by 

this report on the 2016/17 Revenue Budget position. 

 

(b) Approval the additional funding required to support the 

implementation of the Refine project. 

 

(c) In relation to the Capital Programme: 

i) Approve the proposed additions to the Capital Programme listed in 

Appendix 6.1, 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; 

ii) Approve the proposed variations, deletions and slippage in 

Appendix 6.1; and note 

iii) the variations authorised by directors under the delegated authority 

provisions and the latest position on the Capital Programme. 

 

Reasons for Recommendations 

27. To record formally changes to the Revenue Budget and the Capital 

Programme and gain Member approval for changes in line with Financial 
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Regulations and to reset the capital programme in line with latest 

information. 
 

Alternative options considered 

28. 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 Head of Finance 
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PORTFOLIO REVENUE BUDGET MONITORING AS AT  

30th JUNE 2016 

 

Children Young People and Families (CYPF) 

Summary 

1. As at month 3 the Portfolio is forecasting a full year outturn of a £3.3m 

overspend.  The key reasons for the forecast outturn position are: 

· Business Strategy - £207k forecast overspend, the key reason is a 

forecast overspend of £117k on Transport, due to increased demand. 

· Children and Families - £3m forecast overspend, the key reasons 

are: 

o Fieldwork Services - a forecast overspend of £1.1m.  This is 

mainly due to a forecast overspend on fieldwork staffing 

budgets of £392k, due to pressures on social workers and an 

increase in the number of caseloads, the planned tapering 

down model of social workers has been delayed and a number 

of temporary staff have been recruited to meet this increase in 

demand.  £450k forecast overspend on non-staffing budgets, 

due to increased transport costs and contact time for Looked 

After Children and £180k overspend on services to 

unaccompanied children over and above the Government 

grant received. 

o Health Strategy – a forecast overspend of £582k on Short 

Break and Direct Payments, due to the delay in anticipated 

savings due in year. 

o Provider Services – a forecast overspend of £237k, due to 

delays in anticipated savings on integrated residential and 

disability services with health, due in year. 

o Early Intervention and Prevention – a forecast overspend of 

£550k due to anticipated savings of £245k on uncommitted 

contracts, offset by a reduced expected contribution of £750k 

from the CCG, leaving a net overspend of £550k 

o Placements – forecast overspend of £596k, this represents the 

overspend to date based on the number of placements and 

the costs of these placements.  
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Financial Results 

Service Forecast FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 2

BUSINESS STRATEGY             2,592 2,385 207 ñ

CHILDREN & FAMILIES           60,874 57,875 2,999 ñ

INCLUSION & LEARNING SERVICES 13 (35) 48 ó

LIFELONG LEARN, SKILL & COMMUN 6,859 6,770 89 ó

GRAND TOTAL 70,338 66,995 3,343 ñ  

DSG 

2. The following is a summary of the position on DSG budgets at month 3: 

 Month 2 
£000 

Month 3 
£000 

Business Strategy (145) (172) 

Children and Families (25) 42 

Inclusion and Learning Services 312 679 

Lifelong Learning, Skills and 
Communities 

16 
16 

 158 565 

. 

Commentary 

3. The following commentary reports of the main movements from the 

month 2 position. 

Business Strategy 

4. A forecast £207k overspend (shown in the table above) relating to cash 

limit and £172k forecast reduction in spend on DSG. This is a movement 

of £112k on cash limit and the DSG position is consistent with month 2. 

5. The main reason for the movement on cash is due to an increase in the 

forecast Transport overspend of £117k, this is due to an increase in 

demand for these services. 

Children and Families  

6. A forecast £3m overspend (shown in the table above) relating to cash 

limit and a £42k overspend on DSG. This is a £969k movement from 

month 2 on cash limit and the DSG position remains consistent with 

month 2. 

7. The main reasons for the movement on cash limit is due to: 

o Fieldwork Services - a movement in the forecast overspend of 

£502k, this is due to an increase in the forecast overspend on 

fieldwork staffing budgets of £258k, due to pressures on social 

workers and an increase in the number of caseloads, the 

forecast now includes a number of temporary staff who have 
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been recruited to meet this increase in demand and a £260k 

increase in non-staffing costs, due to an increase in transport 

costs and contact time for Looked After Children. 

o Placements – an increase of £438k in the forecast overspend, 

this represents the overspend to date based on the current 

number of placements and the costs of these placements. 

Inclusion and Learning Service  

8. A forecast £48k overspend (shown in the table above) relating to cash 

limit and £679k forecast overspend on DSG. The cash limit position is 

consistent with the month 2 position, the DSG forecast overspend has 

increased by £367k from month 2. 

9. The main reason for the movement on DSG is due to an increase in the 

forecast overspend of £339k on SEN placements, this is due to an 

increase in the number of placements from the month 2 numbers and 

the extension of 1 high cost placement during month 3. 

Lifelong Learning Skills and Communities 

10. A forecast £89k overspend (shown in the table above) relating to cash 

limit and £16k forecast overspend on DSG. There are no significant 

movements from the month 2 position. 

 

Communities Portfolio 

Summary 

11. As at month 3 the Portfolio is forecasting a full year outturn of an 

overspend of £6.8m. The key reasons for the outturn position are: 

Performance, Information and Planning an underspend of £95k:  

· The underspend position for PIPS is mainly due to reduction in spend on 

mail and insurance contracts of £150k and a small underspend of £22k 

on the Quality Service. These underspends are offset by additional cost 

on software licences and the Whole Family Case Management project of 

£69k.  £250k of expenditure is also profiled for the BCF project which 

currently has no budget. 

Care & Support overspend of £3.1m:  

· Access, Prevention and Reablement forecasts a net underspend of 

£27k.  There is a forecast overspend of £23k mainly as a result of use of 

agency social work staff, this is partly offset by an underspend of £49k 

due to pay savings in Occupational Therapy and Minor 

Works/Adaptations.  
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· A budget adjustment is required in Month 4 to allocate the Continuing 

Health Care income, currently recognised as over achievement of 

income in Contributions to Care, to the additional cost in Learning 

Disabilities and Long Term Care.  The current treatment is inflating the 

overspend in these two areas which the budget adjustment will address. 

· Learning Disabilities returned an outturn of £2.8m overspend. This is 

made up of:-  

o Purchasing LD is forecasting an overspend of £2.6m.  This 

overspend is made up £1.7m of new client costs that have 

emerged in 2016/17 together with £50k of expected further 

growth, £664k of forecast unachieved savings, net of reduction 

in roll forward client costs from 2015/16 of £538k. 

o LD Assessment and Care Management is forecasting an 

overspend of £491k due to full year cost of additional review 

teams. 

o LD Provider Services is forecasting an underspend of £319k 

due to reductions in client hours and the subsequent reduction 

in use of agency staff and bank staff. 

· Long Term Support is showing an overspend of £1.6m.  This comprises 

the net position of an overspend in Adult Purchasing of £1.7m, with an 

underspend across the remainder of the service of £100k; this 

underspend is predominantly the saving against Forge Centre of £66k 

due to reduction in contracts along with a small net saving in social work 

costs. 

· Provider Services is reporting an underspend against budget of £233k.  

The underspend is due to a £263k reduction in spend on Carers in the 

Adult Placement Shared Lives Service and combined underspends on 

salaries against Care4You Business and Performance £209k, Head of 

Service £7k and Community Support Services £145k.  This is netted 

down by a reported overspends against City Wide Care Alarms £391k as 

a result of lower income than budgeted.  Reablement Services report a 

position which is balanced to budget as a result of drawdown of 

corporate funding to cover salary costs until full implementation of the 

MER. 

· Contributions to Care has an overachievement of income of £1.0m 

against budget.  This figure is made up of overachievements in CHC 

income which will be addressed by the aforementioned budget 

adjustment to be actioned in Month 4, Integrated Charge income of 

£232k and Residential of £306k, offset by an underachievement of 
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£242k in Property Income and a further underachievement in CHC 

income of £397k together with a variance to budget on Public Health 

Direct payments of £52k.  

Commissioning overspend of £3.5m:  

· A forecast reduction in spend of £290k is reported by Commissioned 

Housing which is mainly due to slight delay in implementation of new 

Housing Related Support contracts coupled with annualised contracted 

savings. 

· An overspend against Commissioned Mental Health Services of £3.4m. 

This is made up of a £3.9m overspend in Mental Health purchasing and 

£80k overspend in the S75 Mental Health contract offset by forecast 

underspends on the Older People Mental Health contract of £403k and 

the Partnership and Grant Aid budget of £104k. Further negotiations are 

on-going with the Care Trust to determine the cost of the S75 contract 

but the forecast overspend reflects current activity. There is an on-going 

conversation with the CCG to enable joint planning to be done in order to 

bring the overspend down within 2016/17.  Future forecasting will be 

reflective of outcomes in this work. 

· An overspend on Public Health Drug and Alcohol (DACT) of £147k. The 

majority of this is due to a forecast overspend on non-contract treatment 

costs of £130k. 

· Social Care Commissioning Service forecasts an overspend of £158k.  

There is a forecast overspend of £234k on the British Red Cross 

contract for Independent Living Solutions (Equipment and Adaptations) 

partly offset by an underspend in quality contracts of £46k and a £46k 

saving due to vacancies. 

Community Services overspend of £492k:  

· There is an overspend of £200k in Locality Management, mainly as a 

result of Voluntary Sector overspend of £172k, £57k of which is due to 

£119k unachieved 15/16 savings on grants offset by a temporary saving 

of £62k which has been found this year.  The remainder is a staffing 

overspend on Health and Social Care Integration budget of £56k and 

loss of income from Sheffield Teaching Hospitals of £57k. 

· Locality Area is overspent by £28k as result of £45k unachieved 15/16 

saving offset by £17k of temporary vacancy savings. 

· Library Services are forecasting to overspend by £11k.  The Libraries 

and Archives over recovery of income of £48k is eliminated by loss of 
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World Metal Index income £52k with the associated cost of 

redundancies (Service closes in July 2016).   

· Public Health budgets are overspent by £282k as a result of contract 

values exceeding the budget by £55k, the remainder of £227k is as a 

result of an overspend on staffing due to slippage on the MER. 

Housing General Fund underspend of £166k: 

· Business Planning is showing a £2k underspend – a vacancy in Social 

Landlords creates a £19k underspend, reduced by a £16k shortfall in 

budget in Full Time Union Work.  Remainder split in small amounts 

across other cost centres. 

· Citywide Housing shows a £169k underspend.  Within this, Local 

Assistance Scheme is £111k underspent due to low uptake of service, 

HRS Management is £33k underspent due to service manager vacancy 

following MER, increased income due to funding from Building 

Successful Families £26k and smaller variances across other lines. 

· Neighbourhood Intervention is showing a £88k underspend created by 

£26k of extra income from Water Rates Commission, an 

overachievement of income of £644k and underspend against supplies 

of £74k.  This is reduced by staffing costs and third party payment 

overspends - £212k and £440k respectively – and small variances in 

other areas. 

· Sustainable City is showing a £93k overspend.  This is a result of a 

underachieved recovery of income/prior year savings targets against a 

target of £113k and £19k underspend on staffing costs. 

Financial Results  

 
Service Forecast FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 1

PIP 5,167 5,261 (95) ñ

CARE AND SUPPORT              100,173 97,035 3,138 ò

COMMISSIONING    27,802 24,345 3,456 ò

COMMUNITY SERVICES            6,911 6,418 493 ñ

HOUSING GENERAL FUND          3,654 3,820 (166) ò

GRAND TOTAL 143,706 136,880 6,826 ó  

Commentary 

12. The following commentary concentrates on the changes from the 

previous month. 
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PIPS  

13. A forecast £95k reduction in spend. This is a worsening position of 

£361k from the previous month. 

14. The adverse movement this month is due to spend against the BCF 

project which currently has no budget and was not forecast in previous 

month £250k, budget removal for a post £90k and additional cost against 

the Whole Family Case Management project £20k. 

Care and Support  

15. A forecast £3.1m overspend. This is an improvement of £264k from the 

previous month. 

16. The improvement this month is mainly due to an improvement in salary 

forecasting against Provider Services following June payroll in 

Reablement Services of £173k and a reduction in forecast Agency 

Spend in Access, Prevention and Reablement of £64k.   

Commissioning  

17. A forecast £3.5m overspend.  This is an improvement of £142k from the 

previous month. 

18. The improvement this month is mainly due to savings in Housing 

Commissioning on the slippage of projects for Homelessness, Single 

and Housing First saving of £200k this month and savings in Older 

People’s Mental Health due to spot purchasing above the Hurfield 

contract of £304k.  This is offset by the forecast trend of overspend in 

Independent Living Solutions overspend of £119k this month and Mental 

Health Purchasing due to inclusion of unbilled clients £360k.  

Community Services  

19. A forecast £493k overspend.  This is a worsening movement of £183k 

from the previous month. 

20. The adverse movement this month is mainly due to anticipate additional 

cost following slippage on the Public Health MER and increased contract 

costs of  £228k netted down by a slight improvement in Libraries due to 

additional income of £38k. 

Housing General Fund  

21. A forecast £166k underspend.  This is an improvement of £144k from 

the previous month.   

22. The improvement is due to the following Citywide Housing Service £23k 

additional income, further underspend against the Local Assistance 
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Scheme of £38k and staff vacancies of £35k. Also Neighbourhood 

Intervention & Tenant Support improved bad debt provision of £36k in 

Private Sector Housing. 

 

Place Portfolio 

Summary 

23. As at month 3 the Portfolio is forecasting a full year outturn of a £785k 

overspend, an improvement of £211k on the previous month. The key 

reasons for the forecast outturn position are: 

· Planned Budget Savings £432k overspend – reflects a relatively 

small shortfall against the £9.9m planned savings approved at March 

Council. 

· Other Net Pressures £353k overspend – includes a shortfall 

against planned income within the Moor market of £325k. 

Financial Results 

Service Forecast FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 1

BUSINESS STRATEGY & REGULATION 32,657 32,341 316 ó

CREATIVE SHEFFIELD            3,024 2,669 355 ó

CULTURE & ENVIRONMENT         30,040 29,997 43 ó

DEVELOPMENT SERVICES 80,165 80,094 71 ò

GRAND TOTAL 145,886 145,101 785 ò  
 

Commentary 

24. The following commentary concentrates on the key risks and variances 

since last month.  

Development Services  

25. As at month 3 there is a £71k forecast overspend, which shows an 

improvement of £136k on the previous month as a result of one-off cost 

reductions on Streets Ahead. 

26. However, it should be noted that this position assumes the delivery of 

£1.5m of approved budget savings within the Streets Ahead of £1.2m 

and Car Parking activities of £300k, which are forecast to be 

implemented in the second half of the financial year.  Any slippage in 

these timescales for delivery would have a significant impact on the 

current reported position. 
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Resources Portfolio 

Summary 

27. As at month 3 the Portfolio is forecasting a full year outturn of an 

overspend of £357k, an adverse movement of £141k from the month 2 

position.  The key reasons for the forecast outturn position are: 

·   An overspend of £274k in Customer Services due to the Customer 

Engagement Programme being unachievable in this financial year and 

incurring additional employee costs in order to maintain operational 

KPIs. 

·   An overspend of £304k in T & FM due mainly to the Voluntary 

Registration of Land project no longer being eligible for funding from 

the New Homes Bonus and no alternative funding having been 

approved, together with rising costs in relation to the operation of 

Burngreave New Deal for Communities (BNDfC) for which no funding 

has been identified. 

·   A reduction in spending of £156k in Central Costs due mainly from 

reduced numbers requiring funding in relation to Former Employee 

Pensions. 

Financial Results 

Service Forecast FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 1

BUSINESS CHANGE & INFORMATION SOLUTIONS 1,007 1,034 (27) ó

COMMERCIAL SERVICES           694 715 (21) ó

COMMERCIAL SERVICES (SAVINGS) (2,068) (2,068) 0 ó

0 ó

CUSTOMER SERVICES             2,798 2,524 274 ó

FINANCE                       4,524 4,536 (12) ò

HUMAN RESOURCES               3,425 3,450 (25) ó

LEGAL SERVICES                3,514 3,530 (16) ó

RESOURCES MANAGEMENT & PLANNING   210 174 36 ó

TRANSPORT AND FACILITIES MGT  16,323 16,019 304 ñ

TOTAL 30,427 29,914 513 ñ

CENTRAL COSTS                 21,828 21,984 (156) ò

HOUSING BENEFIT 406 406 (0) ó

GRAND TOTAL 52,661 52,304 357 ñ  

Commentary 

28. The following commentary concentrates on the changes from the 

previous month. 
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Finance 

29. A forecast £12k reduction in spending. This is an improvement of £171k 

from the previous month. 

30. The improvement this month is due to savings from vacancies for two 

Assistant Director posts of £96k and further income from the 60 day bad 

debt of £76k. 

Transport and Facilities Management 

31. A forecast £304k overspend, due to funding issues for the Voluntary 

Registration of Land project and BNDfC. This is an adverse movement 

of £254k from the previous month. 

32. The adverse movement this month is due mainly to the withdrawal of 

funding for the Voluntary Registration of Land project from New Homes 

Bonus (agreed as part of the 2015/16 BIPS) and approval not yet being 

given to an alternative funding source.  

Central Costs 

33. A forecast £156k reduction in spending due mainly to a decrease in the 

forecast for Former Employee Pensions costs. This is an improvement of 

£103k from the previous month. 

34. The improvement this month is due to decreased costs forecast for 

Former Employee Pensions of £52k and to the forecasting of income 

streams on the Capita ICT Core from H drive and mailbox charges of 

£56k. 

 

Policy, Performance and Communications Portfolio 

Summary 

35. As at month 3 the Portfolio is forecasting a full year outturn of an 

overspend of £525k, an adverse movement of £544k from the month 2 

position. The key reasons for the forecast outturn position are: 

· £545k overspend on Communications mainly due to the Clear 

Channel small format advertising contract still not being completed 

and delays to the JC Decaux contract means that no income will now 

be received in relation to the large format advertising until January 

2017. 

Page 246



                 Appendix 1 

Financial Results 

Service Forecast FY FY Movement

Outturn Budget Variance from Month 

£000s £000s £000s 1

ACCOUNTABLE BODY ORGANISATIONS 0 0 0 ó

POLICY, PERFORMANCE & COMMUNICATION 2,627 2,102 525 ñ

PUBLIC HEALTH (135) (135) 0 ó

GRAND TOTAL 2,492 1,967 525 ñ  
 

Commentary 

36. The following commentary concentrates on the changes from the 

previous month. 

Policy, Performance & Communication. 

37. A forecast £525k overspend, due to under recovery of income in relation 

to the advertising contracts within the Communications Service. This is 

an adverse movement of £544k from the previous month. 

38. The adverse movement this month is due to a £548k under recovery of 

income now forecast from the delays in agreeing the advertising 

contracts. This represents an in-year cash flow issue, rather than an 

underlying structural problem with the budget.  In order to improve the 

position for Month 4, the Service are progressing discussions in the 

following areas: 

o Clear Channel have been approached with a view to them buying 

back at an agreed percentage the advertising space they have given 

to the Council for the Council’s own use.  Initial conversations with 

Clear Channel have indicated that this is something they are willing to 

consider. 

o Approval of a small I2S from Strategic Finance as there is recognition 

that the income shortfall is the result of cash flow delays in the small 

and large format income rather than a budget issue. 

o Reviewing the service as a whole for any economies, and identifying 

any additional sources of income. 

o Place have already had a number of budget issues resolved as a 

result of the transfer of the advertising budget to PPC. A further, late 

call on the advertising income budget of £232k from the City Centre 

Events Strategy may need to be renegotiated for this year, although 

this will be a last resort if the other measures detailed above are not 

successful. 
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Corporate  

Summary 

39. As at month 3, the Corporate portfolio is forecasting a full year outturn of 

a £5.8m overspend. 

· Corporate Expenditure:  Corporate wide budgets that are not 

allocated to individual services / portfolios, including capital financing 

costs and the provision for redundancy / severance costs.  

· Corporate income: Revenue Support Grant, locally retained 

business rates and Council tax income, some specific grant income 

and contributions to/from reserves. 

Financial Results 

40. The table below shows the items which are classified as Corporate and 

which include: 

Service Forecast FY FY

Outturn Budget Variance

£000s £000s £000s

CAPITAL FINANCING       34,125 34,205 (80)

CORPORATE ITEMS (431,624) (437,452) 5,828

GRAND TOTAL (397,498) (403,247) 5,748  

41. Corporate are showing a forecast overspend of £5.8m, which is due to 

the anticipated shortfall in the Better Care Fund (BCF). We have a 

significant concern that after 18 months the BCF has not realised any 

savings on a joint budget of £280m. 
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PUBLIC HEALTH BUDGET MONITORING AS AT 

30th June 2016 
 

Purpose of the Report 

1. To report on the 2016/17 Public Health grant spend across the Council for 

the month ending 30th June 2016. 

2. The report provides details of the forecast full year spend of Public Health 

grant compared to budget.  

3. The net reported position for each portfolio/service area would normally be 

zero as public health spend is matched by a drawdown 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 expenditure 

compared to budget where there is an underspend position.   
 

Summary 

4. At month 3 the overall position was a forecast underspend of £47k which is 

summarised in the table below. 

 

Portfolio Forecast Full 

Year 

Expenditure 

Full Year 

Expenditure 

Budget 

Full Year 

Variance 

at m3 

FY 

Variance 

Forecast 

at m2 

Movement 

from Prior 

Month 

CYPF 17,408 17,408 (0) (3) 3 

Communities 12,324 12,333 (9) (10) 1 

Place 2,787 2,783 4 (55) 59 

Director of 

PH 

2,121 2,163 (42) 155 (197) 

Total 

Expenditure 

34,640 34,687 (47) 87 (134) 

 

5. Key reasons for the forecast under spend are: 

· CYP forecast to budget 

· £9k underspend in Communities virtually forecast to budget 

· £4k overspend in Place virtually forecast to budget  
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· £42k under spend in Director of PH due to reduced spend around 

GP Health Checks 

6. Key Reason for month on month changes are: 

· £197k improvement in the position is due to the overspend of £155k 

reported last month against PH contingency has now been re-

profiled and drawn down.  The remaining balance is offset by 

savings on vacant post. 
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HRA BUDGET MONITORING AS AT 

30th JUNE 2016 

 

Purpose of this Report 

1. To provide a summary report on the HRA 2016/17 revenue budget for 

the month ending 30 June 2016, and agree any actions necessary. 

2. The content of this report will be used as the basis of the content of the 

budget monitoring report to the Executive Management Team and to 

Members. 

Summary 

3. 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. 

4. The 2016/17 budget is based on an assumed in year position of £13m 

which is to be used to fund the ongoing HRA Capital Investment 

Programme. In accordance with the HRA’s financial strategy any further 

in- year funds generated by the account will be used to provide further 

funding for the future HRA Capital Investment programme. 

5. As at month 3 early indications suggest an improved full year outturn 

position of £2.2m. As such, the funding contribution to the capital 

investment programme will be revised from £13m to £15.2m (shown in 

the table). This is in line with the HRA Business Plan which sets out the 

Council’s 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. 

6. Main areas contributing to the outturn include a net increase in income of 

£254k primarily as a result of a reduced level of bad debt provision offset 

by a higher turnover of vacant properties; an increase in other income of 

£89k mainly due to an increase in service charge income; a reduction in 

overall running costs of £1.7m and a reduction of £161k due to revised 

borrowing assumptions.   
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Financial Results 

Housing  Revenue Account (excluding 

Community Heating)

FY Outturn 

£000's

FY Budget 

£000's

FY Variance 

£000's

1.NET INCOME DWELLINGS (147,004) (146,750) (254)

2.OTHER INCOME (6,613) (6,524) (89)

3.HOMES-REPAIRS & MAINTENANCE 32,865 32,870 (5)

4.DEPRECIATION-CAP FUND PROG 39,436 39,436 (0)

5.TENANT SERVICES 51,124 52,855 (1,731)

6.INTEREST ON BORROWING 14,969 15,130 (161)

Total (15,223) (12,983) (2,240)

7.CONTRIBUTION TO CAP PROG 15,223 12,983 2,240  
 
Community Heating 
 

7. The budgeted position for Community Heating is a draw down from 

Community Heating reserves of £293k.  As at month 3 the forecast 

position is a contribution to reserves of £10k, an improvement of £303k. 

8. This is due to a delay in the metering project together with lower than 

expected usage due to the mild weather and a reduction in overall 

energy costs.  

 

Community Heating

FY Outturn 

£000's

FY Budget 

£000's

FY Variance 

£000's

Income (2,861) (2,723) (138)

Expenditure 2,851 3,016 (165)

Total (10) 293 (303)  

Housing Revenue Account Risks 

9. 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 and changes to Housing Benefits, the Government has 

announced a number of further changes in the Housing and Planning bill 

and Welfare Reform and Work bill. These include a revision to social 

housing rent policy, which will reduce rents for the next three years. This 

will have a considerable impact on the resources available to the HRA. 

In addition, the Government’s “Pay to Stay” proposals and other 

changes in the Housing and Planning bill will impact on both tenants and 

the HRA business plan. Work is continually ongoing to assess the 

financial impact of these. Other identified risks to the HRA are: 

· Interest rates:  fluctuations in the future levels of interest rates have 
always been recognised as a risk to the HRA. These are managed 
through the Council’s Treasury Management Strategy. 
 Page 252



  Appendix 3 
 
 

· Repairs and Maintenance:  existing and emerging risks within the 
revenue repairs budget include unexpected increased demand (for 
example due to adverse weather conditions) and future changes to 
contractual arrangements. 
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Collection Fund 2016/17 – Quarter 1 Monitoring 

Summary 

1. In 2016/17 approximately £286.5m of SCC expenditure is forecast to be financed 

directly through locally collected taxation. This taxation is initially collected by the 

Council and credited to the Collection Fund.  

2. The Government receives 49.4% of the Business Rates collected (the Central 

Share) and uses this to finance grant allocations to local authorities. The Fire 

Authority receives 1%, 0.6% of the business rates are retained to fund the 

Designated Areas and the Council retain the remaining 49% as below in table 2. 

3. Council Tax is distributed approximately 86% to SCC, 10% to the Police and 

Crime Commissioners Office and 4% to the Fire Authority. The SCC share is 

detailed below. 

  Budget 
2016/17 

Year to 
Date 

 Forecast 
Year End 
Position 

Variance 
Income Stream 

  £m    £m       £m  £m 

Council Tax -179.9 -51.5 -181.0 -1.1 

Business Rates Locally Retained    -106.6 -33.8 -106.3 0.3 

TOTAL -286.5 -85.3 -287.3 -0.8 

RSG/Business Rates Top Up Grant  -119.7 -29.9 -119.7 0.0 

TOTAL -406.2 -115.2 -407.0 -0.8 

 

4. As at the end of Quarter 1 the local share of the Collection Fund Income Stream 

is forecasting an overall in-year surplus of £0.8m made up of a £1.1m surplus on 

Council Tax and a £0.3m deficit on Business Rates. 

Council Tax 

5. The forecast year end Gross Income chargeable to dwellings is £0.6m over 

budget due to a growth in the Council Tax Base (CTB) forecasts. 

6. Exemptions and reductions are currently £2.4m under budget year to date. 

However it has been prudently forecast that this will drop to £0.5m under budget 

by year end. The forecast year end position is primarily due to a decrease in 

single person discount granted of £0.3m. A review of these exemptions is 

currently being undertaken to determine if this year-end position will be met. 

Business Rates 

7. The year to date position for Gross Rates Income Yield shows a deficit of £0.5m, 

whereas there is a surplus on Reliefs of £4.5m and a surplus on losses on 

appeals and losses on collection of £4.7m.  
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8. Appeals are proving to be an extremely problematic area to forecast both locally 

and nationally due to the current revaluation preparation that is taking place for 

2017. The Valuation Tribunal has prioritised this over appeals and so the back 

log has increased with very few appeals settled in quarter 1, 2016. The valuation 

office has indicated that there will be a concerted effort to clear appeals from 

September onwards and so this is reflected in the anticipated increase in losses 

on appeals in the forecast position. 

   

          Forecast   

Collection Fund - Business Rates  Budget Year to Year End   

      2016/17 Date Position Variance 

      £m £m £m £m 

              

Gross Business Rates income yield -260.4 -259.9 -260.4 0.0 

LESS Estimated Reliefs 37.1 32.6 37.1 0.0 

  Transitional Relief 0.0 0.0 0.0 0.0 

  Losses and Cost of Collection 2.8 0.9 2.8 0.0 

  Losses on Appeals re Current Year Bills 3.4 0.6 4.3 0.9 

Increase (Decrease) due to appeals / bad debt 
provisions 

0.0 0.0 -0.9 -0.9 

  
 

          

Net Collectable Business rates -217.1 -225.8 -217.1 0.0 

              

Appropriation of net business rates:         

49.0% Sheffield City Council -106.3 -110.4 -106.3 0.0 

1.0% SY Fire Authority -2.1 -2.2 -2.1 0.0 

49.4% Government -107.4 -111.8 -107.4 0.0 

0.6% Designated Areas -1.3 -1.3 -1.3 0.0 

Total SCC Appropriations -217.1 -225.8 -217.1 0.0 

 

Gross Rates Income Yield 

9. The Gross Business Rates Income Yield has, to date, decreased by £0.5m 

compared to total budget. There are a number of properties due to enter the 

ratings list toward the end of quarter 2 which should raise the yield up to the 

budgeted position.  

10. The remaining health centres have not been settled to date however these have 

a provided for in the appeals provision and should not have a significant impact 

on the overall appropriations.  
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Reliefs and Discounts 

11. The total level of reliefs awarded to the end of quarter 1 amounts to £32.6m 

which is £4.5m below the £37.1m assumed in the budget. These are expected to 

rise to £37.1m by year end.  

12. Most reliefs and discounts are generally awarded in full at the point of billing at 

the start of the year.  To date there are significant variations in relation to Empty 

Property Reliefs, Discretionary Relief and Mandatory Charity Relief. The 

reduction in Empty Property Relief granted which is £1.9m underutilised against 

budget appears to be an upturn in occupations at the lower end of the market 

however there are significant businesses that have recently entered 

administration such as Polestar and BHS which will attract relief from quarter 2.   

13. The Discretionary Relief awarded has been reduced by the elimination of Retail 

Relief however there are a number of relief schemes that were announced as 

part of the budget that have not had significant take up to date. It is anticipated 

that there will be further promoting of these from quarter 2 onwards which will 

increase the utilisation.  

 

Reliefs 
Budget 
2016/17 

Year to 
Date 

Forecast 
Year-End 
Outturn 

Variance 

  £m £m £m £m  

Small Business Rates Relief 5.4 5.5 5.4 0.0 

Mandatory Charity Relief 21.6 20.3 21.6 0.0 

Discretionary Relief 1.8 0.4 1.8 0.0 

Empty Property / Statutory Exemption 7.9 6.0 7.9 0.0 
 Partly Occupied Premises Relief 0.3 0.2 0.3 0.0 

New discretionary reliefs 0.1 0.2 0.1 0.0 

  37.1 32.6 37.1 0.0 

 

Appeals 

14. Appeals are notoriously difficult to forecast due to the lack of available 

information. The 2016/17 Council budget anticipated £3.3m of refunds in year 

resulting from appeals. This was based on historical trend analysis.   

15. Losses on Appeals are anticipated to be £0.9m over budget by year end. The 

levels of refunds currently granted stands at only £0.6m for the first quarter 

however it is anticipated that the VOA will increase the processing of appeals 

once revaluation work has been completed.   
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16. There is a provision of £23.7m carried forward into 2016/17. There have been no 

new significant appeals lodged in 2016/17 however several significant national 

appeals that emerged in previous years are still outstanding. There has been a 

reduction in the number of appeals at the moment given that it is the final year 

before revaluation. We are still awaiting the settlement of a number of cases for 

health centres but these have been provided for already. The current issues with 

regards to ATM’s and Virgin Media have still not been settled but again these 

have been provided for in the above provision. 

17. Health centres have cost £4.5m in refunds to date but a further £3.5m is 

expected. The likely removal of ATM’s from the rating list is anticipated to cost 

around £2.5m. If Virgin Media is removed from the list a further £3.7m is at risk. 

Given these major individual factors and the fact around a third of RV in total is 

under appeal it is deemed prudent to increase the appeals provision significantly 

to account for this. 

Conclusion 

18. Whilst the forecast position of a £0.8m surplus is welcome, there are significant 

issues that could impact on this during the next 9 months. With regards to 

business rates, the length of time taken to complete the 2017 revaluation 

process could see a delay in the settling of appeals and lead to a greater 

appeals provision required. If the anticipated take up of reductions is not 

witnessed on Council Tax then we could see an improved position on this.  
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CORPORATE RISK REGISTER 

This Appendix provides a brief overview of the main financial risks facing the 

Council in 2016/17.  A more detailed schedule of these risks will be monitored 

by the Executive Management Team to ensure that the risks are mitigated. 

Corporate Risks 

2016/17 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 2016/17 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.   

2. Whilst preparing the budget 2016/17, officers identified numerous 

pressures which, if left unchecked, could lead to significant overspends 

in 2016/17 and beyond. The following pressures have been highlighted 

because they present the highest degree of uncertainty. 

Capital financing costs 

3. 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 

4. 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.  

5. As at 30th June 2016, there were over 1600 properties with a rateable 

value of approximately £215m under appeal in Sheffield.  There have 

been a large number of appeals lodged in the last two years relating to 

GP Surgeries, ATM’s and Virgin Media.  The decision by the Valuation 

Tribunal to significantly lower the rateable value of GP’s Surgeries in 
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addition to the Government announcement to move to full academisation 

of schools will have a material impact on the business rates revenues 

collectable by Sheffield City Council in 2016/17 and beyond. 

6. Not all of the £215m rateable value noted above is at risk and not all the 

appeals will be successful.  However due to the uncertainty around these 

factors a prudent provision was taken during 2016/17 to mitigate the loss 

of income as a result of successful appeals. Actual trends on appeals 

were monitored in 2015/16, with any revised estimates of the impact of 

appeals forming part of the 2016/17 budget process. The imminent 

revaluation by the VOA which will take affect from April 2017 means that 

there is potential for a large amount of appeals in the years to follow.  

7. The 2017 revaluation process being undertaken by the VOA has seen a 

slowdown in the number of appeals processed so far in 2016/17. It is 

anticipated that this will increase towards the second half of the year.  

Implementation of savings proposals 

8. The risk of delivering savings in 2016/17 in specific areas such as adult 

social care and waste management is considerable, given the increasing 

demand pressures and the levels of savings that have been achieved in 

previous years. To mitigate this, officers are working on the safe and 

legal implementation of budget proposals by: 

· 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 

· 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.  

Medium Term Financial Position 

9. On 14 October 2015 Cabinet considered a report of the Executive 

Director of Resources entitled Medium Term Financial Strategy (MTFS) 

2016/17 to 2020/21.  This report provided an update of the Council’s 

MTFS to reflect the budget decision of the Council for 2015/16 and the 

potential impact on the next 5 years of the Government’s plans for deficit 

reduction. This report sets the planning scenarios for the medium term.  
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10. The report on the MTFS indicated that there would be ongoing 

reductions in Revenue Support Grant (RSG) of 20% or £23.2m per 

annum over the five year period to 2020/21.  Following the autumn 

statement released in December 2015, the actual RSG cuts have been 

identified as circa £79m by 2019/20.    

11. 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. 

12. The Medium Term Financial Strategy for the next five years covering 

2017/18 – 2021/22 is currently being reviewed and will be presented to 

Cabinet in September 2016. 

Pension Fund 

13. 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.  

14. As at March 2013 the triennial review for pensions highlighted the total 

liability underwritten by the Council for external bodies was £17.2m. 

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 be known 

following the results of the triennial review which is currently being 

undertaken.  

Economic Climate 

15. There is potential for current adverse economic conditions to result in 

increased costs (e.g. increased homelessness cases) or reduced 

revenues. 

16. The Council seeks to maintain adequate financial reserves to mitigate 

the impact of unforeseen circumstances. 

External Funding 

17. 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 
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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. 

18. 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. 

19. 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. 

20. The result of the recent referendum on EU membership does not in the 

short term change the risk profile of EU grants. 

Treasury Management 

21. 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 had 

diminished over the last financial year as banks have been obliged to 

improve their capital funding positions to mitigate against future financial 

shocks. However, the UK’s decision to leave the European Union has 

the potential to intensify these risks as the UK’s decision to exit the EU 

creates significant political, economic, legislative and market uncertainty 

which is unlikely to be resolved in the short term. The Council is 

continuing to mitigate counterparty risk through a prudent investment 

strategy, placing the majority of surplus cash in AAA highly liquid and 

diversified funds. 

22. As part of the 2016/17 budget process, we are developing the Treasury 

Management and Investment Strategies, both of which were 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 
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of the relative risks present in the economy. A cautious approach will be 

adopted whilst the uncertainties created by the exit from the EU are 

resolved and the level of market volatility returns to normal levels. Given 

the profound nature of the exit from the EU, we may need to review our 

Treasury Management and Annual Investment Strategies to ensure we 

have the ability to respond appropriately to market volatility 

23. 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. Interest rates on 

borrowing have been affected by the EU referendum and the Council has 

drawn down some loans to lock into historically low rates where the 

expenditure is anticipated within the current financial year. The 

uncertainties caused by the UK exit from the EU will require the Council 

to remain vigilant to interest-rate risk, and will draw down loans in a 

timely manner to militate against borrowing costs rising above our target 

rates.  

24. The Council is continuing its efforts to ensure full compliance with the 

increasingly stringent requirements of Payment Card Industry Data 

Security Standard (PCI DSS). PCI DSS is a proprietary information 

security standard for organizations that handle branded credit cards from 

the major card schemes including Visa, MasterCard and American 

Express. 

25. As part of the 15/16 and 16/17 savings challenge, we have undertaken 

a small number of early payments to some of its major suppliers in 

return for a saving on the contract cost. To date agreements have been 

reached with 3 suppliers and others are being considered. There is a 

risk to the Council that having received payment that these companies 

may fail to deliver the services. This is mitigated by the existing contract 

protections, financial evaluations of the companies and parent company 

guarantees.   

Welfare Reforms 

26. 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: 
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· 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. 

· Housing Benefit Changes:  Since 2013 the Government has 

introduced, and will continue to introduce various changes to the 

Housing Benefit System. These changes aim to reduce the level of 

benefit paid and hence potentially impact on the recipient’s ability to 

pay rent and council tax. Consequently there may be an adverse 

impact in the level of arrears particularly as a result of the 

introduction of Universal Credit.  

· Introduction of Universal Credit:  The roll out of UC for claimants in 

Sheffield started in January 2016 and initially only applies to new 

single jobseekers.  Roll out of any other type of claimant will not take 

place until DWP move to their “Digital Platform” for which there is no 

known date for Sheffield. The migration of existing working age 

Housing Benefit claimants will follow but this is not expected until 

2022/23.  The Government has recently revisited the issue of 

discounting Housing Benefit for pensioners and has advised that no 

changes will be made until after Universal Credit has been fully 

introduced.  There are no known plans to discontinue Housing 

Benefit for pensioners in the meantime future funding arrangements 

to cover administration and awards are still uncertain. 

·  Potentially the biggest impact of the introduction of UC is on the 

HRA and 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.  It is estimated that this 

could double or even treble the cost of collection and increase rent 

arrears by £12m by the end of 2020/21.  However, impacts are 

uncertain at present as there is limited data available therefore 

estimates will be reined as we learn from the roll out.  There will also 

be an impact on the current contract with Capita and internal client 

teams.   
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Children, Young People and Families Risks 

Education Funding 

27. As part of the Spending Review and Autumn Statement 2015, the 

Government has announced savings of £600 million to be made from 

Education Services Grant (ESG), including phasing out the additional 

funding schools receive through the ESG. The government has launched 

a consultation on changes to policy and funding proposals from 2017, 

this will reduce the Council’s ESG by £3.3m, with only funding being 

received for retained duties only which is currently £1.1m, but changes to 

policy could impact on this funding. 

28. Schools are entitled to receive a proportion of the Council’s Dedicated 

Schools Grant (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. 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. 

29. 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 2016/17 this cost to the Council is estimated at around 

£300k and remains a risk for any future conversions, especially with the 

expansion of the academy conversion programme. 

30. Also as part of the Spending Review and Autumn Statement 2015, the 

government announced that it will introduce a national funding formula 

for schools, high needs and early years. The government had planned to 

introduce this new funding formula from 2017/18; however, the new 

system will now apply from 2018/19. The government has launched a 

detailed consultation; further details and the financial impact for Sheffield 

are expected later in 2016. 

Communities Risks 

31. In 2015/16 a recurrent gap of £9.3m in the council’s funding was bridged 

using £5m of CCG funding and council reserves.  For 2016/17, the CCG 

contribution so far identified is £3.5m.  As with last year, the remainder 

will need to be funded from temporary sources until such time as 

sustainable savings proposals are developed from within the Better Care 

Fund in order to balance the budget for future years.  Work to identify 

these remains ongoing. 
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32. There has been increasing pressure in recent months on Mental Health 

purchasing budgets as a result of some changes to care packages 

managed by the Care Trust.  Whilst these changes are the right thing to 

do from a system wide perspective, they have a disproportionate impact 

on SCC.  Work is currently underway to assess the viability of managing 

these budgets under a pooled arrangement within the Better Care Fund. 

Place 

2016/17 Revenue Budget savings 

33. The Place budget comprises three significant contracts - Streets Ahead 

programme, waste management contracts and the South Yorkshire 

Passenger Transport Levy – which together absorb 80% of the General 

Fund support. The Portfolio cannot meet projected reductions in local 

authority funding by cutting only the remaining 20% of the budget without 

a significant reduction in services. Thus in the 2015-16 Business 

Planning round, the Portfolio’s strategy was based on reducing the cost 

of these contracts to preserve the other services. 

34. The South Yorkshire Transport Levy has been successfully reduced but 

not the Streets Ahead or waste management contracts. The Portfolio has 

now embarked on a review of all the other services seeking a business-

like approach to service delivery.  Realising the efficiencies and 

opportunities within this review is crucial to maintaining the current Place 

savings.  The review is at an early stage and requires swift 

implementation, along with a number of other strategic interventions, if 

the necessary revenue budget savings are to be realised in 2017/18. 

Failure to so do will very probably create an overspend for the Council.  

35. In light of the above risks, a review of waste services has taken place 

with a staged strategy agreed. As with any service change, there is a risk 

to the continuity of service delivery and in the longer term there is a 

potential financial risk if the expected investment does not result in better 

value services.   There is also a risk to the short term achievement of the 

2016/17 budget savings if the project timetable slips.  In order to mitigate 

the risks a robust governance structure has been put in place to review 

progress and issues and make decisions to ensure that the optimum 

solution is achieved. 
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Housing Revenue Account Risks 

Housing Revenue Account (HRA) 

36. There are a number of future risks and uncertainties that could impact on 

the 30 year HRA business plan. Major changes for social housing have 

been set out in the Welfare Reform and Work Bill and the Housing and 

Planning Bill. The full details and resource implications of the policy 

changes on the HRA are still emerging. In particular changes to the 

extension of Right to Buy to Housing Association tenants funded by the 

sale of “high value” council homes as they fall vacant, Pay to Stay 

proposals – Higher Rents for High Earners, the introduction of fixed term 

tenancies and further Welfare Reform changes. The impacts on the HRA 

are continually being assessed. 

Other identified risks to the HRA are: 

· Interest rates:  fluctuations in the future levels of interest rates have 

always been recognised as a risk to the HRA. These are continually 

re-assessed as part of the overall debt HRA strategy. 

· Repairs and Maintenance:  existing and emerging risks within the 

revenue repairs budget include unexpected increased demand (for 

example due to adverse weather conditions). The ongoing 

programme of proactive repair and improvement on roofing and 

heating systems in particular should help to mitigate this particular 

risk. This may be mitigated to some extent in the longer term by the 

insourcing of the Repairs and Maintenance service scheduled for 

April 2017. 

Capital Programme Risks 

Capital Receipts and Capital Programme  

37. 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 

38. There is a risk to delivering the full scope of major schemes such as Park 

Hill because of the instability in the housing market.  This could result in 

schemes ‘stalling’, leading to increased costs of holding the sites 

involved. 
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Olympic Legacy Park 

39. The Council supports the development of the Olympic Legacy Park to 

regenerate the Lower Don valley. Some parts of the infrastructure need 

private party or external funding to realise the vision. The Council has an 

obligation to provide a number of facilities to the educational 

establishment facilities on site against a very tight timescale.  If the other 

site developments do not proceed in time, the Council may have to step 

in with funding which will place additional strain on the funding of the 

capital programme. 

Bus Rapid Transit (BRT) North 

40. 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 £1.3 m. A 

number of options are being pursued, including litigation against those at 

fault and allocation of anticipated future planning related development 

fees.  

Sheffield Retail Quarter 

41. The Council has committed to incur around £60m to acquire land, secure 

planning consent, and appoint a development manager to deliver the 

new retail quarter in the city centre. The scheme is being funded through 

prudential borrowing which will be repaid from the increased Business 

Rates that the completed scheme will produce (known as Tax 

Incremental financing (TIF). The financing costs are being capitalised 

while the scheme is in development. There is a risk that if the scheme 

ceases to be active that the financing costs of circa £3m pa will have to 

be provided for from existing budgets. There is also a longer term risk 

that if the scheme does go ahead that the business rates generated are 

not sufficient to cover the financing costs. In order to mitigate these risks 

the Council is working closely with its advisors and potential tenants to 

ensure that a viable scheme is being developed. It is also ensuring that 

the level of TIF is set at a prudent level.    

42. In addition to the £60m already committed, the Council may in future 

have to invest substantial sums (potentially several hundred million 

pounds) to create the public realm and develop a proposition which an 

external investment developer would take forward. This may also involve 

the construction of buildings on a speculative basis with only part of the 
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building pre let. The Council has recently approved a further £86m for 

the construction of the first building in the Retail Quarter on this basis. 

Schools Expansion programme 

43. In February 2016 the Cabinet approved a report setting out the need to 

provide additional places in primary, secondary and Sixth Form 

establishments. The immediate demand for places in the next three 

years will require the Council to commit funds ahead of receipt from 

central government. In subsequent years it expects to receive sufficient 

funding to repay the cash flow by 2020/21. In March 2016 the 

Government announced its intention to convert all schools to academies 

by 2020. The detailed plans are not yet clear, but if this policy reduced 

the financial support available to local authorities’ capital programmes, 

the Council would very probably be faced with an affordability gap in the 

Schools’ capital programme. 
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CAPITAL PROGRAMME MONITORING AS AT 30th JUNE 2016 
 

Summary 

 

1. The forecast for 2016/17 has been increased by £1m on the Month 2 

forecast to £235.4m. The Approved programme budget is £250.8m, a 

difference of £15.4m. The majority of the variation is in the Housing 

programme which is forecasting an underspend of £14.3m split equally 

between acquiring or building new council housing stock and 

refurbishment of existing properties. 

2. The current forecast shortfall against budget includes £0.7m of cost 

savings against the approved budgets. When deducted from the 

£15.4m, this leaves a slippage figure of £14.7m which is 5.6% of 

budget.  

3. The table below shows that at Month 3, the year to date spend is £5.6m 

table below programme, reflecting the forecast variances in the Housing 

programme but a further £4.8m is in projects outside the Top 20 

projects.   

Financials 2016/17 

Portfolio Spend to 
date 

Budget 
to Date 

Variance 
to date 

Full 
Year 
forecast 

Full Year 
Budget  

Full Year 
Variance on  
Budget 

  £000 £000 £000 £000 £000 £000 

CYPF 4,479  6,566  (2,087) 34,009  36,064  (2,055) 

Place 13,793  14,261  (468) 59,059  60,452  (1,392) 

Housing 17,676  18,987  (1,311) 91,320  105,587  (14,267) 

Highways 1,983  2,012  (30) 10,792  8,522  2,270  

Communities (8) 35  (43) 282  325  (43) 

Resources 667  2,365  (1,698) 12,761  12,710  51  

Corporate 7,080  7,080  0  27,182  27,182  0  

              

Grand Total 45,669  51,306  (5,636) 235,405  250,841  (15,436) 

 

Forecast trends 

4. The chart below shows that capital programme spend rates in 2016/17 

are almost identical to 2015/16 where the Outturn was £232m, very 

close to the current forecast of £235.4m. 
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Movement in the Capital Programme  

 

5. The latest programme shows a net increase of £46.4m from the Month 2 

position comprising £33.6m of slippage from uncompleted projects in 

2015/16, £2.5m of additional investment in communal areas in Council 

Housing stock and £10.6m of additional investment in school capacity 

reflecting a recent grant award from the Department for Education.  

Page 272



2016/17  Appendix 6 

 

PROJECT MANAGEMENT 

6. From the start of 2016/17 the Council has introduced an improved 

system of reporting and monitoring project delivery. This will collect in 

one place all project highlight reports which will be accessible to all 

users and, from August, provide the basis for workflow driven meeting 

agendas for each stage of the Gateway Approval process.  The 

progress of a project will be readily evident. 

7. This should give better visibility of performance and lead to improved 

project controls because: 

· Project Managers will create their monthly highlight reports in 

SharePoint  - showing key issues, risks and items for the 

Sponsor to review - and these will be visible to all as well as 

providing a central repository which can be used in future audit 

work from external funders; 

· Project sponsors can review and approve the reports within 

SharePoint; and 

· Programme Boards will receive a “dashboard” report showing the 

status of projects.  This should lead to improved supervision, 

better control and thus improved delivery performance of 

projects. 

Commentary   

8. The key forecast variances from Budget at Month 3 include: 

· Housing programme is forecasting to be £14.3m below budget by 

the year end with the shortfall split equally between the New Build 

Council Housing/acquisitions programmes and refurbishing of the 

existing stock.  The main contractor who was initially appointed to 

build the new houses went into administration. The new contractor is 

yet to submit its programme of works at which point a more realistic 

budget profile will be put in place; 

· The Highways programme is forecasting to be £2.2m above budget 

pending approvals of  a number of schemes which will be submitted 

for approval to Cabinet in due course; 

· The CYPF programme is forecast to be £2.1m below Budget of 

which £1.4m is due to anticipated final costs being below the 
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approved budget. Significant variances are at Pipworth Plant Room 

(£476k) and Rainbow Forge Heating replacement (£210k), where 

the tenders were below budget. 

· Of the £5.6m year to date variance, £2.1m and £1.3m is on the 

Schools and Housing programme for the same reasons as the 

forecast variance above. There is a further £1.7m shortfall against 

budget on the Resources Fire Risk Assessment programme which 

requires reprofiling to reflect the latest physical delivery plan. 

Approvals 

9. A number of schemes have been submitted for approval in line with the 

Council’s agreed capital approval process.  

10. Below is a summary of the number and total value of schemes in each 

approval category: 

· 11 additions to the capital programme with a value of £3.8m. 

·  10 variations to the capital programme amounting to a net increase of 

£1.7m. 

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

6.1. 

Finance 

September 2016 
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Appendix 7 

 

Refine Resourcing and Business Case Update 

Purpose  

To gain Cabinet approval for additional implementation costs on the Refine Business Case 

via the budget monitoring report and officer delegations.  

Summary 

Cabinet approval in May 2015 for ReFine Programme to implement the Council’s 

replacement Finance and Procurement System –Capita IBS Integra.  

A significant and complex change programme impacting on all areas of the Council, our 

suppliers and our customers.   It is critical that the final design meets the Council’s 

requirements, the programme is resourced with the right expertise and users are supported 

to use the new functionality effectively when it goes live.     

When Cabinet approved the business case the aspiration was to achieve full system 

implementation by 1st April 2016; this is now forecast for the first phase go live by 5th 

September 2016 and final go live by 12th December 2016.   

Cashable benefits have increased from £2.63m to £3.12m over a 10 year period.  

Project implementation costs have increased from £2.58m to £3.82m (an increase of 

£1.24m) which includes a further £200K contingency and proposals for meeting these costs 

are provided below. Ongoing costs have largely been protected. 

As a contingency measure notice of termination for the Velocity contract has not yet been 

given so a further £110K is also required to provide cover until end March 2017. This may be 

less depending upon when confidence is sufficient to serve notice but assumes this would 

be by no later than end September 2016. 

The business case remains positive with pay-back achieved after 6 years.    

Cabinet approval is required for the additional project implementation costs, which are now 

recognised as necessary to deliver the new system successfully.  

The Cabinet Member for Finance has been briefed on the revised business case and taking 

the update to Cabinet via the budget monitoring report and seeking officer delegations. 

Options considered and recommendation 

Abandoning the Programme at this stage is not recommended due to sunk costs, further 

cost implications of terminating the contract with Capita and the likely high cost of renewal 

with Velocity.  A move to any alternative solution would incur the costs above as well as 

further costs in procuring and implementing a new solution.  

As the programme is now well advanced with the first go live imminent with greater 

confidence in the time and costs for successful completion and as the business case 

remains positive the recommendation is that funds be found to allow the programme to 

deliver in line with the revised plan and forecast.  
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EMT are asked to note the status of the ReFine Programme Business case and agree that 

Cabinet approval for this is secured from Cabinet through the budget report and that officer 

delegations be sought.  

Annex A 

Implementation Costs Original 

Business Case 

March 

Forecast 

Latest 

forecast 

Variance 

since March 

Licence and setup costs £830K £1.040m £1.064m £24K 

Internal resources £994K £1.190m £1.343m £153K 

External resources £521K £1.049m £1.212m £163K 

Contingency £234K £200K £200K £0 

Total £2.58m £3.48m £3.82m £340K 

     

Running costs (pa) Original 

Business Case 

March 

Forecast 

Latest 

forecast 

Variance 

since March 

FSSG £390K £390K £390K £0 

Development £47K £47K £47K £0 

Licences and hosting £187K £204K £200K £-4K 

     

Benefits (10 year period) Original 

Business Case 

March 

Forecast 

Latest 

forecast 

Variance 

since March 

Cashable £2.63m £3.16m £3.12m £-40 

Non-Cashable £2.94m £2.12m £2.12m £0 

     

Payback Period Original 

Business Case 

March 

Forecast 

Latest 

forecast 

Variance 

since March 

No of Years 5 6 6 0 

     

Funding Original 

Business Case 

March 

Forecast 

Latest 

forecast 

Variance 

since March 

HRA Contribution £300k £300k £390k £90K 

OEO Upgrade Reserve * £2.28m £2.4m £2.4m £0 

Finance Contingency 0 £486k £486k £0 

2015/16 Finance Contribution 0 0 £229k £229K 

Total £2.58m £3.186m £3.505m £319K 

Implementation Gap to Fund** n/a £294k £315k £21k 

Running cost 16/17 Gap to Fund*** n/a £0 £110K £110K 

Total Gap to Fund** n/a £294 £425K £131K 

*   Note: In the original business case funding was to be made from the I2S Reserve. A 

transfer was made from the I2S reserve at the end of 2014/15 to the OEO Upgrade Reserve 

to earmark funding. 

**Note: the gap includes £200k contingency. Figures may be revised up when Capita send 

RFC which will also increase the contingency sum. 

*** Note: This is in effect a contingency for 3 months of Velocity time. The cost may be less 

than this depending upon when notice can be given with confidence about exit timing. 
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