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REVENUE BUDGET & CAPITAL PROGRAMME MONITORING  
AS AT 31st MARCH 2017 

 

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 covers Revenue Budget Monitoring.  

The Capital Programme is reported from paragraph 27. 

 
REVENUE BUDGET MONITORING 
 

Summary 

 
2. The Council finished the year with an overspend of £2.3m.   

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

 

 
 

4. In terms of the outturn position of £2.3m overspend, the key reasons are: 

· Children, Young People and Families are reporting an outturn overspend of 

£6.4m.  This is principally due to overspends of £4.2m due to demand pressures 

for placements, £1.2m due to pressures on staffing budgets, transport costs and 

legal fees within Fieldwork Services and £0.6m due to a delay in savings and an 

increase in demand relating to Short Breaks and Direct payments.  

· Communities are reporting an outturn overspend of £6.6m.  There are a number 

of significant overspends that comprise this figure, including but not limited to 

£5.1m of costs within Learning Disabilities Purchasing, £2.7m in Mental Health 

Commissioning, and £1.2m in Long Term Support, partially compensated for by 

underspends in other areas. The portfolio budget has been subject to sizeable 

pressures in 2016/17 and there are significant issues driving the financial 

Portfolio

Outturn Budget Variance

£000s £000s £000s

CYPF                          83,020 76,675 6,345

COMMUNITIES                   155,429 148,828 6,601

PLACE 153,848 154,380 (532)

POLICY, PERFORMANCE & COMMUNICATION 3,456 3,097 359

RESOURCES                     52,325 54,222 (1,897)

CORPORATE                     (445,752) (437,202) (8,550)

TOTAL 2,326 - 2,326
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performance, as well as areas where savings have been achieved to mitigate the 

above pressures. Appendix 1 describes these issues in greater detail. 

· Place are showing a full year underspend of £0.5m. This underspend is largely 

made up of income higher than budgeted relating to property disposals and 

commercial rent income within the Sheffield Retail Quarter development. This 

income is then offset by a shortfall in planned savings of £1.3m counterbalanced 

by other contract cost reductions of £0.9m and additional planning fee income of 

£0.3m.   

· Resources are showing a reduction in spending of £1.9m.  The key reasons for 

this are reductions in spend of £1.1m due to the outcomes of Government fraud 

initiatives and overpayments generated, an increase in cashable savings of 

£0.6m and reduced former employee pension costs £0.5m. These underspends 

are offset by overspends due to savings and internal income not being achieved 

of £0.4m, and additional costs of £0.8m caused by the delay in the replacement 

financial system.   

· Policy, Performance & Communication are showing an overspend of £359k, 

due to a shortfall in the anticipated income from the new advertising contract. 

· Corporate are reporting an £8.6m underspend. This underspend is due to 

release of £3.0m from the Better Care Fund contingency to relieve pressure on 

the Mental Health budget, a £3.3m underspend on the Corporate Redundancy 

budget due to lower than anticipated VER/VS applications, a £2.9m reduction in 

borrowing costs as a result of an increase in cash balances available for 

investment, £0.8m late award of the Business Rates Reconciliation Grants, the 

use of £0.5m of Social Care reserves, and the release of £0.9m corporate 

contingencies set aside for potential city centre redevelopment costs. In addition, 

an anticipated £2.7m budgeted pressure relating to the Independent Living Fund 

did not materialise in 2016/17. 

· These underspends offset an overspend of £5.8m, which is due to a 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 a slippage in this approach has occurred without the underlying 

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

in this arrangement. Consequently, only £3.5m of the £5m due from the CCG 

was received during 2016/17 and hence the overspend position.  

5. Full details of all reductions in spend and overspends within Portfolios are detailed in 

Appendix 1.  
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6. Movements from initial forecasts at month 3 

 

· The forecast outturn shows an improving position from the £17.6m forecast 

potential overspend reported in month 3 to the £2.3m overspend at outturn. This 

improvement reflects Portfolios’ attempts to reduce spending, releases of 

Corporate reserves, and other positive Corporate movements, as described 

above, which have helped offset the significant pressures within the 

Communities and CYPF portfolios. The position month by month is shown in the 

following chart:  

 

 

Public Health  

7. The Public Health ring-fenced grant is showing a £0.7m reduction in expenditure against 

the original approved budget. Further details of the outturn position on Public Health are 

reported in Appendix 2.  

Housing Revenue Account 

8. The 2016-17 budget is based on an assumed in year surplus position of £13.0m 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. 

 

9. As at month 12 the full year outturn position is a £2.3m overall improvement from 

budget. Further details of the Housing Revenue Account can be found in Appendix 3.  
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Unearmarked and earmarked Reserves 

 

10. Within the existing statutory and regulatory framework, it is the responsibility of the 

Interim 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. 

 

11. Work on the reserves balances as at 31 March 2017 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 2017 is £135.5m, mainly comprised of 

earmarked reserves.  These balances are shown in Appendix 4.   

 
12. Included in the total is a figure of £9.7m or 2.4% of net revenue expenditure for 

unearmarked reserves. These unearmarked reserves have fallen below the minimum 

prudent level recommended by the Executive Director of Resources, mainly as a result 

of the £2.3m overspend in 2016/17. The Executive Director formally recommends, as 

Statutory Finance Officer (s151 Officer) that the reserve is returned to the minimum 

recommended level of £12.6m, approximately 3% of net revenue expenditure, during 

2017/18. 

 
13. As referenced in the Month 9 budget monitoring report which was presented to 

Cabinet on 15 February 2017, it is proposed that £2.9m of the uncommitted New 

Homes Bonus reserve be un-earmarked and transferred to the General Fund balance 

to achieve the recommended position. However, as stated in the aforementioned 

report, the Council is committed to developing a Growth Investment Fund (GIF) to 

invest in projects that promote economic and housing growth. Whilst the use of NHB 

would reduce the funds available for the GIF, the Executive Director of Resources is 

confident that the Council will continue to be able to maintain its focus on growth.  

 

14. Earmarked reserves are set aside to meet known or predicted future liabilities, such as 

Business Rates Appeals. These liabilities mean that the earmarked reserves are not 

normally available to fund the budget. 

 

15. 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. 

 

Page 52



2016/17        Budget Monitoring – Outturn 
 

16. During 2016/17 £65.1m was used temporarily to support the Pension Deficit early 

payment enabling the delivery of £5m of savings over the period 2017/18 to 2019/20. 

These funds will be fully repaid by 2019/20. This utilisation of temporary balances can 

be seen in a number of the earmarked reserves movements for 2016/17 in Appendix 4 

attached. 

 

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

 

Insurance Funds 

18. An independent review of the Insurance Account has been undertaken to identify the 

level of fund required. This includes: 

· Known outstanding liabilities; 

· Incurred but not reported liabilities (IBNR); 

· 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);  

· Emerging claims; 

· Uninsured asbestos related claims. 

19. 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.  

 

20. The Scheme provides that following the occurrence of a Trigger Event, a levy may be 

imposed on all those scheme creditors which, since the record date, have paid an 

amount or amounts in respect of established scheme liabilities which, together with the 

amount of elective defence costs paid by MMI on its behalf, exceeding £50,000 in 

aggregate. 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 to date a levy of 25% has been paid. The levy will continue to be reviewed at least 

once every 12 months. 

 

21. The Council currently has a potential claw back of £3.7m with MMI and £0.5m relating 

to South Yorkshire Residuary Body (SYRB).  
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22. The Insurance Account as at 31 March 2017 stands at £21.3m; outstanding liabilities 

as at 31 March 2017 are £23.5m. The Insurance Account is therefore 91% funded as 

at 31 March 2017.  

 

Corporate Risk Register 

23. 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. 

 

Annual Treasury Management Review 

24. The Council is required by regulations issued under the Local Government Act 2003 to 

produce an annual treasury review of activities and the actual prudential and treasury 

indicators for 2016/17. This review is needed to meet the requirements of both the 

CIPFA Code of Practice on Treasury Management (the code) and the CIPFA 

Prudential Code for Capital Finance in Local Authorities (the Prudential Code). During 

2016/17 the Full Council received the Annual Treasury Strategy, whilst Cabinet were 

presented with the Outturn Report. Reports were also taken to the Cabinet Member for 

Finance during the year.  

 

25. The regulatory environment places responsibility on Members for the review and 

scrutiny of treasury management policy and activities. This report is therefore 

important in that respect, as it provides details of the outturn position for treasury 

activities and highlights compliance with the Council’s policies previously approved by 

Members.   

 

26. The Annual Treasury Management Review is attached as Appendix 6.  

 
 

Capital Summary 

 

27. The Capital Outturn for 2016/17 is £26.5m (11%) below the approved Capital 

Programme. Project managers delivered a capital programme of £215.4m against an 

approved budget of £241.9m. This is £3.4m lower than the Outturn forecast in Month 

10. 

 

28. Further details of the Capital Programme monitoring and projects for approval are 

reported in Appendices 8 to 8.6. 
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Implications of this Report 

 

Financial implications 

29. The primary purpose of this report is to provide Members with information on the City 

Council’s Budget Monitoring position for 2016/17, and as such it does not make any 

recommendations that have additional financial implications for the City Council. 

 

Equal opportunities implications  

30. There are no specific equal opportunity implications arising from the recommendations 

in this report.   

 

Legal implications  

31. There are no specific legal implications arising from the recommendations in this 

report.   

 

Property implications 

32. 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 
 

33. Members are asked to: 
 

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

on the 2016/17 Revenue Budget Outturn. 

  

(b) Review and consider for approval the Business Case submission contained in 

Appendix 7. 

 
(c) Note the recommendation of the Executive Director of Resources that, as 

Statutory Finance Officer (s151 Officer), the reserve is returned to the minimum 

recommended level of £12.6m or approximately 3% of net revenue expenditure 

during 2017/18. 

 
(d) Approve the proposal to un-earmark and transfer £2.9m of the uncommitted New 

Homes Bonus reserve to the General Fund balance to achieve the 

recommended position. 
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(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 delegate authority to the 

Interim Director of Finance and Commercial Services or nominated officer, as 

appropriate, to: 

 -  award the necessary contracts following stage approval by Capital 

Programme Group and; 

 - determine procurement strategies in relation to the S106 Parks Programme 

Additional Agreements; 

ii. Approve the capital grant award detailed in Appendix 8.3; 

iii.  Approve the acceptance of the grant with the conditions detailed on 

Appendix 8.4; 

iv. Approve the slippage and budget variations resulting from financial year end 

closure procedures as detailed in Appendix 8.6.  

And note: 

v. the outturn position on the Capital Programme; and 

vi. the variation authorised by directors under the delegated authority provisions. 

 

Reasons for Recommendations 

34. 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 

35. 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 
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Head of Strategic Finance 
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PORTFOLIO REVENUE BUDGET MONITORING  

AS AT 31 MARCH 2016 

 

Children Young People and Families (CYPF) 

Summary 

1. As at month 12 the Portfolio has a full year outturn of an overspend of 

£6.4million. The key reasons for the outturn position are: 

· Business Strategy - £60k overspend, the key reasons are reduction in 

spend in catering due to the release of a provision for £234k which is no 

longer required, this has been offset by an overspend of £219k on Transport, 

due to increased demand and increased costs. 

· Children and Families - £6.5million overspend, the key reasons are: 

· Fieldwork Services – an overspend of £1.2m, this is mainly due to an 

overspend on fieldwork staffing budgets of £161k, 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, however the 

service is experiencing difficulties in recruiting and retaining staff, which has 

reduced the overspend. £693k overspend on non-staffing budgets, due to 

increased transport costs and contact time for Children in Care. £248k 

overspend on legal fees, due to an increase in the number of cases. 

· Health Strategy – an overspend of £629k on Short Break and Direct 

Payments, due to the delay in anticipated savings due in year and an 

increase in demand this year. 

· Provider Services – an overspend of £265k, due to delays in anticipated 

savings on integrated residential and disability services with health, due in 

year. 

· Early Intervention and Prevention – an overspend of £368k due to anticipated 

savings of £200k on uncommitted contracts and savings in-year on legal 

fees, offset by a reduced expected contribution of £750k from the CCG, 

leaving a net overspend of £368k. 

· Placements – overspend of £4.2m, due to increase in demand, especially in 

high cost placements. Also includes £250k overspend due to a reduction in 

the expected contribution from the CCG. 
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· Inclusion and Learning Service – A reduction in spend of £249k which is a 

number of small underspends across the service. 

· Lifelong Learning, Skills and Communities – An overspend of £49k, which 

is due to a number of overspends across the service. 

Financial Results 

 
 

DSG 

2. The following is a summary of the position on DSG budgets at month 12: 

 Month 12 
£000 

Business Strategy 477 

Children and Families 222 

Inclusion and Learning Services 706 

Lifelong Learning, Skills and 
Communities 

346 

 1,751 

 

DSG Commentary 

3. As at month 12 the Portfolio has a full year outturn of an overspend of £1.8million 

on DSG. The key reasons for the outturn position are: 

· Business Strategy - £477k overspend, the key reasons are an overspend of 

£507k on Transport, due to increased demand and increased costs and an 

overspend of £350k on the special school contingency, due to additional 

special school places. These have been partially offset by a reduction in 

spend on pension costs of £205k and increased income of £178k in Central 

Support costs. 

· Children and Families - £222k overspend, the key reasons are an 

overspend in Gibson House of £196k due to an overspend on agency staff 

and an overspend of £133k on Children With Disabilities placements, due to 

a reduction in the contribution from Health for joint cases. These have been 

partially offset by small underspends in other areas of the service. 

Service Outturn Budget Variance

£000s £000s £000s

BUSINESS STRATEGY             2,291 2,231 60

CHILDREN & FAMILIES           69,588 63,103 6,485

INCLUSION & LEARNING SERVICES 2,487 2,736 (249)

LIFELONG LEARN, SKILL & COMMUN 8,654 8,605 49

GRAND TOTAL 83,020 76,675 6,345
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· Inclusion and Learning Service – An overspend of £706k, this includes 

£900k overspend on SEN placement budgets, this is due to the full year 

impact of a number of high cost placements made in 2015/16 and an 

increase in the number of placements during 2016/17. The overspend also 

includes £306k overspend due to delays in the anticipated savings for the 

redesign of education services. These have been partially offset by small 

underspends in other areas of the service. 

· Lifelong Learning, Skills and Communities – An overspend of £346k, this 

is due to an overspend of £340k in Post 16 High Needs due to an increase in 

demand for placements at colleges and additional learners at Sheaf. 

Communities Portfolio 

Summary 

4. As at year end, the Portfolio is forecasting a full year outturn of an over spend of 

£6.6m. The key reasons for the outturn position are: 

Performance, Information and Planning (under spend of £576k):  

· The under spend position for PIPS is mainly due to the pay award budget (net of 

overspends) of £369k which is held in Executive.  There are under spends 

against mail and insurance budget £195k and net staffing underspends in 

Performance & Planning & Quality of £167k.  IT costs are overspent by £103k 

(including the LTS Total Mobile costs). There are other net pay and non-pay 

under spends of £47k across the rest of PIPS as well as additional staffing over 

spends in business support of £99k.  

Care & Support (over spend of £5.1m):  

· Access, Prevention and Reablement forecasts an over spend of £269k due to 

spend on agency staff across the teams.  

· Learning Disabilities returned an outturn of £4.7m over spend. This is made up 

of:-  

o Purchasing LD is forecasting an over spend of £5.1m.  This is a £1.4m 

pressure from 15-16 together with £5.8m new client costs (new 

packages and increases to existing packages) that have emerged in 

2016-17, offset by reductions and savings made to date of £2.1m. 

o LD Assessment and Care Management is forecasting an over spend 

of £334k due to full year cost of additional review teams. A proportion 

of the total cost of these teams is now set against existing budget due 

to vacancies in the establishment which has reduced the over spend. 
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o LD Provider services is forecasting an under spend of £709k due to 

reductions in client hours as a result of a movement of clients from in- 

house services to independent provision (hours moved to purchasing 

budget) and the subsequent reduction in use of agency staff and bank 

staff. 

· Long Term Support is showing an over spend of £1.2m.  This comprises the net 

position of an over spend in adults purchasing of £1.8m, with an under spend on 

Adaptations, Housing and Health budgets of £94k and Case Management staff 

of £452k.  

· Safeguarding Services are reporting an under spend of £65k as a result of non-

pay/supplies and services under spends in the MCA Team and the Deprivation 

of Liberty budget. 

· Provider Services is reporting an under spend against budget of £226k.  The 

under spend is due to a £311k reduction in spend on Carers in the Adult 

Placement Shared Lives Service and under spends on salaries against 

Community Support Services £101k.  This is offset by a reported over spend 

against City Wide Care Alarms £288k as a result of lower income than budgeted.  

Reablement Services report a position which is almost balanced to budget as a 

result of drawdown of £180k of corporate funding to cover salary costs until full 

implementation of the MER. 

· Contributions to Care has an under spend position of £831k against budget.  

This figure is made up of over achievements of income in Integrated Charge 

Income £773k and Residential Income of £780k netted down by over spends 

against SCAS staffing of £95k due to additional staffing recruited to work on 

Appointeeships, £44k on Health contributions to Direct Payments and under 

achievements of £72k in Property Income and in CHC income of £508k.  

· Practice Development is a forecast to under spend by £49k due to budget 

moving for vacant posts. 

Commissioning (over spend of £2.3m):  

· An under spend of £595k is reported by Commissioned Housing which is mainly 

due to a delay in implementation of new Housing Related Support Contracts 

coupled with annualised contracted savings and a small staff saving. 

· An over spend against Commissioned Mental Health Services of £2.7m. This is 

made up of a £3.2m over spend in Mental Health purchasing and £449k over 

spend in the S75 Mental Health contract offset by forecast under spends on the 

Older People Mental Health contract of £773k and the Partnership and Grant Aid 

budget of £143k. Negotiations with the Care Trust have finalised for 16/17 

activity at £450k above budget; discussions have begun to minimise the level of 
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over spend in 17-18. There is an on-going conversation with the CCG to enable 

joint planning to be done in order to bring the over spend down next year.  

· An over spend on Public Health Drug and Alcohol (DACT) of £140k. The majority 

of this is due to a forecast over spend on Contract Drug costs £107k, Non-

Contract Treatment costs of £24k and minor over spends against Alcohol 

Programme £8k.  

· Social Care Commissioning Service forecasts an over spend of £123k.  There is 

a forecast over spend of £238k on the British Red Cross contract for 

Independent Living Solutions (ILS) along with an additional £19k increase in 

Communities Wellbeing Programme People Keeping Well (PKW) previously held 

in Care and Support now transferred to Commissioning.  This is partly offset by 

an under spend on staffing against ILS £15k and Commissioning Leadership 

team of £71k 

Community Services (over spend of £38k):  

· Library Services are forecast £94k under spend.  This is made up of the Heritage 

Team £21k under spend as a result of increase in archiving income, Hub & 

Home Libraries £53k due to reduction in pay spend and rent income from 

Housing. Central & Collections £43k mainly due to reduced salary costs and 

non-pay spends.   These are offset by over spends against Leadership team 

£20k due to unfunded pay costs.  Service Development are reporting an 

overspend of £15k mainly due to a shortfall in forecast in the World Metal Index 

income of £56k as a result of the planned closure of the service along with other 

minor over spends on IT Charges in Service Development offset by under 

spends on standby budget and supplies and services. Associate and Co-

delivered Libraries report a £10k under spend, mainly over recovery on income.  

· Locality Management is forecasting an over spend of £112k.  Voluntary Sector 

overspend of £158k mainly as a result of unachieved savings from the 15-16 

target, Health and Social Care Integration approved salary over spends and loss 

of STH income.  There is a £39k reduction in pay spend in Right First Time team.  

Locality Area pay budgets report an under spend of £7k. 

· Public Health staffing budgets are over spent by £20k as a result of slight delay 

in implementation of the MER. 
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Housing General Fund (under spend of £267k) 

The under spend in Housing General Fund is mainly due to: 

· City Wide Housing Services (CWHS) £392k under spend due to low uptake of 

small grants in Local Assistance Scheme, savings on staffing and higher than 

anticipated income. 

· Business Planning £23k over spend resulting from staffing costs where there 

was no funding. 

· Neighbourhood Intervention and Support (NITS) £374k under spend mainly as a 

result of higher than anticipated income and savings on staffing costs relating to 

Housing+ MER. 

· Sustainable City £476k over spend due to £181k legal fees, £195k VER / 

pensions costs for which there are no budgets plus an historical negative cash 

limit of £113k.  These are offset by minor staffing/supplies underspends of £13k. 

 Financial Results  

 

 

Place Portfolio 

Summary 

5. Place Portfolio’s 2016-17 revenue outturn is £532k under budget.  

 

Financial Results 

Service Outturn Budget Variance 

  £000s £000s £000s 

BUSINESS STRATEGY & REGULATION 33,828  34,491  (663) 

CREATIVE SHEFFIELD             3,203  3,113  90  

CULTURE & ENVIRONMENT          32,029  32,143  (114) 

DEVELOPMENT SERVICES 84,788  84,633  155  

GRAND TOTAL 153,848  154,380  (532) 

Service Outturn Budget Variance

£000s £000s £000s

PIPS 7,182 7,758 (576)

CARE AND SUPPORT              109,781 104,698 5,083

COMMISSIONING    27,306 24,982 2,324

COMMUNITY SERVICES            7,534 7,496 38

HOUSING GENERAL FUND          3,627 3,894 (267)

GRAND TOTAL 155,429 148,828 6,601
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Commentary 

6. The key variances (>£100k) within the provisional outturn are outlined below. 

Business Strategy & Regulation 

7. The provisional revenue out-turn was £663k under budget and the improvement 

was largely attributable to fees from property disposals and increased commercial 

rent income in the properties acquired for the development of the Sheffield Retail 

Quarter.  

Culture & Environment 

8. The provisional revenue out-turn was £114k under budget and was largely 

attributable to three factors: 

o income in Bereavement Services being higher than budget £300k; 

o reduced capital charges in respect of the new sports facilities at Graves 

and North Active leisure centres due to the slightly later opening dates 

£200k; and 

o losses in the Markets service due to lower letting levels £400k.   

Development Services  

9. The provisional revenue out-turn was £155k over budget. This was the result of a 

shortfall in planned savings within Streets Ahead and Parking services £1.3m, 

which continue to be progressed with a view to implementation in the early part of 

the 2017-18 financial year, largely offset by other contract cost reductions £901k 

and additional income from Planning fees £259k.   

 

Resources Portfolio 

Summary 

10. As at month 12 the outturn position for the Portfolio is a reduction in expenditure 

of £1.9m. The key reasons for the outturn position are: 

· An over spend on Customer Services has arisen due to savings and internal 

income not being achieved and these are being addressed in 2017/18 budget 

planning. The insourced Revs and Bens business units has accounted for 

some of the over spend as staffing resource has been required to meet KPI 

targets, and integrate into the service. 

· An over spend of £762k on Finance due to inclusion of additional costs arising 

from the implementation delay in the ReFine Programme. This was a planned 

over spend offset by ear-marked under spends on Commercial Services. 
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Offset by: 

· A reduction in spend of £410k on Commercial Services mainly due to 

employee savings through vacancy management and additional recharge 

income. 

· An increase in cashable savings of £623k on Commercial Services (Savings) 

due to confirmation and re-profiling of all the Early Payment Discounts and 

Project Savings. 

· A reduction in spend of £368k on Human Resources due mainly to the over 

recovery of income in relation to Project Support charges and under spends 

on employees. 

· A reduction in expenditure of £159k on Legal Services due in part to staff 

vacancies £132k and under spends within Democratic Services and Member 

Services of £39k across supplies and services. 

· A reduction in spend of £461k on Central Costs due mainly from reduced 

numbers requiring funding in relation to Former Employee Pensions.  

· A reduction in spend of £1.1m on Housing Benefit in large part due to the 

outcomes of Government fraud initiatives and overpayments generated. 

Financial Results 

 
 
 
 
 
 

Service Outturn Budget Variance

£000s £000s £000s

BUSINESS CHANGE & INFORMATION SOLUTIONS (8,125) (8,158) 33

COMMERCIAL SERVICES           (30) 380 (410)

COMMERCIAL SERVICES (SAVINGS) (2,721) (2,098) (623)

CUSTOMER SERVICES             4,846 4,453 393

FINANCE                       4,130 3,368 762

HUMAN RESOURCES               (155) 213 (368)

LEGAL SERVICES                3,228 3,387 (159)

RESOURCES MANAGEMENT & PLANNING   183 191 (8)

TRANSPORT AND FACILITIES MGT  29,548 29,548 0

TOTAL 30,904 31,284 (380)

CENTRAL COSTS                 22,071 22,532 (461)

HOUSING BENEFIT (650) 406 (1,056)

GRAND TOTAL 52,325 54,222 (1,897)
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Policy, Performance and Communications Portfolio 

Summary 

11. As at month 12 the outturn position for the Portfolio was an over spend of £359k. 

The key reasons for the outturn position are: 

· A £359k over spend due to an underlying in-year shortfall in the anticipated 

income from the new advertising contracts. 

Financial Results 

Service Outturn Budget Variance 

  £000s £000s £000s 

ACCOUNTABLE BODY ORGANISATIONS (199) (199) (0) 
POLICY, PERFORMANCE & 
COMMUNICATION 3,695  3,336  359  

PUBLIC HEALTH (40) (40) 0  

GRAND TOTAL 3,456  3,097  359  

 

Corporate  

Summary 

12. The Corporate portfolio displays an outturn position of £8.5m underspend. 

· 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 

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

include: 

 

 

 

Service Outturn Budget Variance

£000s £000s £000s

CONSOLIDATED LOANS FUND       30,274 33,157 (2,883)

CORPORATE TRANSACTIONS        (476,024) (470,358) (5,666)

GRAND TOTAL (445,752) (437,201) (8,549)
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  Appendix 2 

 

PUBLIC HEALTH BUDGET MONITORING AS AT 

31st March 2017 
 

Purpose of the Report 

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

month ending 31st March 2017. 

2. The report provides details of the 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 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 expenditure compared to budget where there is 

an underspend position.   
 

Summary 

4. At month 12 the overall position was an underspend of (£721k) which is summarised 

in the table below. 

 

Portfolio 

Forecast Full 

Year 

Expenditure 

Full Year 

Expenditure 

Budget 

Full Year 

Variance 

as at 

M12 

Full Year 

Variance 

as at 

M11 

Movement 

from Prior 

Month 

CYPF 
17,945  17,981  -36 -34 -2 

COMMUNITIES 
13,009  13,009 0 -182 182 

PLACE 
2,654  2,798  -144 -133 -11 

DIRECTOR OF PH 
1,622  2,163  -541 -391 -150 

Total 35,230 35,951 -721 -740 19 

 

5. Key reasons for the forecast under spend are: 

· (£36k) underspend in CYP due to £24k fee recoupment from Health. 

Remaining underspend as a result of vacancies / maternity leave.  

· Communites to budget. 

· (£144k) underspend in Place mainly due to vacancies and maternity leave 
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· (£541k) underspend of £541k in DPH mainly as a result of vacancies on 

staffing and underspends on payments to health agencies and support 

services, as well as lower expenditure than forecast on GP health clinics. 

6. Key Reason for significant month on month changes are: 

· £182k deterioration in Communities is a result of the full public health budget 

being drawn down. The Commmunities position was previously underspent 

by £182k as a result of reduced spend on Mental Health Contracts and 

vacancies.  

· (£150k) improvement in Director of PH is due to not previously forecast 

staffing vacancies and lower than forecast spend on GP health clinics for the 

Q4 payments, and for payments to support services. 
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 Communities Portfolio 

EXECUTIVE SUMMARY 

HRA Revenue Budget Monitoring 2016/17– as at March 

Purpose of this Report 

1. To provide a summary report on the HRA 2016/2017 revenue budget for 

the month ending 31 March 2017, 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 HRA income and expenditure account provides a budgeted 

contribution towards funding the HRA capital investment programme. As at 

month 12 the full year outturn position is an overall improvement of £2.3m 

from this budgeted position. As such the funding contribution to capital 

investment programme will be revised to take this improvement into 

account. This is in line the HRA Business Plan which sets out the Council’s 

plans and priorities for investment in Council housing over the next five 

years. Capital investment continues to be made on improving Council 

housing with the focus on new roofs and improvements to communal 

areas, as well as building new council housing. 

5. The main areas contributing to the outturn position include a net 

increase in income of £478k primarily as a result of a reduced level of bad 

debt provision offset by a higher turnover of vacant properties; a reduction 

in other income of £76k due to revised interest on cash flow offset by an 

increase in service charge income; £63k overspend on repairs and 

maintenance; and a lower than anticipated depreciation charge of £675k. 

There is an overall a reduction in housing running costs of £3.2m, of which 

£2.5m relates to savings on staffing costs / vacancies due to the 

restructure of the service and £0.7m saving on other running costs. These 

savings are partly offset by a transfer to reserves of £2.5m mainly for 

project and other costs expected to materialise in 2017-18. Finally there is 

a reduction of £623k on loan interest payments 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 (147,228) (146,750) (478) 

2.OTHER INCOME (6,448) (6,524) 76  

3.HOMES-REPAIRS & MAINTENANCE 32,933  32,870  63  

4.DEPRECIATION-CAP FUND PROG 38,761  39,436  (675) 

5.TENANT SERVICES 49,651  52,855  (3,204) 

6.INTEREST ON BORROWING 14,507  15,130  (623) 

7. TRANSFER TO RESERVE 2,521  -  2,521  

8.CONTRIBUTION TO CAP PROG 15,303  12,983  2,320  

 
 

Community Heating 

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

Community Heating reserves of £293k. As at month 12 the position is a 

draw down from reserves of £68k, an improvement of £225k. This is 

mainly due to 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 (2,471) (2,723) 252 

Expenditure 2,539 3,016 (477) 

Net 68 293 (225) 

 
 

Housing Revenue Account Risks 

7. 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 Act and Welfare 

Reform and Work Act. These changes 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, 

other Government and changes in relation to fixed term tenancies and levy 

proposals in the Housing and Planning Act 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: 
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· Welfare Reform /Universal Credit: the Government’s welfare reform 
continues to be a significant risk to the HRA. The risk to income 
collection will continue to become increasingly difficult as Universal 
Credit and continues to be rolled out. Mitigations are in place such as 
funding additional officers to manage the impacts of welfare changes 
on affected tenants. Work is continually ongoing analysing the 
financial risk to the business plan. 

 

· 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. 
 

· 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. 
 

8. The HRA business plan is regularly reviewed along with expenditure plans 

to ensure flexibility to respond to the expected Housing and Planning Act 

Regulations. 
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  Appendix 5  

CORPORATE RISK REGISTER 

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

Council in 2016/17 and beyond.  A more detailed schedule of these risks will 

be monitored by the Executive Management Team to ensure that the risks are 

mitigated. 

Corporate Risks 

2017/18 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 2017/18 are achieved, 

especially given the cumulative impact of £352m of savings over the 

term 2011-17, and furthermore the backdrop of continuing reductions in 

Government grant from 2017/18 onwards.    

2. Whilst preparing the budget 2017/18, officers identified numerous 

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

in 2017/18 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. This risk is exacerbated by the uncertainty created by the EU 

referendum decision.  Recognising this, our Treasury Management 

function maintain a regular dialogue with the Director of Finance and 

Commercial Services and the Executive Director of Resources to monitor 

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.   

5. There has been a concerted effort by the Valuation Office Agency to 

clear outstanding appeals prior to the launch of the 2017 Revaluation. 

However as at 31st March 2017, there were still over 1,100 properties 

with a rateable value of approximately £170m under appeal in Sheffield.  
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There have been a large number of appeals lodged in the last three 

years relating to GP Surgeries, ATMs and Virgin Media. The decision by 

the Valuation Tribunal to significantly lower the rateable value of GP 

Surgeries, in 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 2017/18 and 

beyond.  

6. Not all of the £170m 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 2016/17, with any revised estimates of the 

impact of appeals forming part of the 2017/18 budget process.  

7. As part of the Business Rates Retention Scheme, there is a built-in 

revaluation process every five years to ensure the rateable values of the 

properties remain accurate. This process has been delayed for 2 years 

but will come into effect from 1 April 2017. This has seen all 

hereditaments in Sheffield revalued and assigned a revised rateable 

value. There is the potential that there will be a large number of appeals 

due to this revaluation which has been taken into account when 

compiling the 2017/18 budget.   

8. The appeals process following the 2017 Revaluation has changed and 

now will be known as Check, Challenge, Appeal. The aim of this system 

is to reduce the number of spurious and speculative appeals and reduce 

the time taken to process genuine appeals; however it is not known at 

this point how effective this new process will be.  

9. The draft list for the 2017 Revaluation highlights significant changes for a 

number of hereditaments within the city. The overall Rateable Value of 

the city has remained relatively stable; however within that there are a 

number of increases and decrease in value.  

The city’s largest hereditament (in terms of rateable value) following the 

2017 Revaluation is a national telecommunications provider whose 

appeals feature a claim that all of their hereditaments across the country 

should feature on one authority’s list. We are having ongoing discussions 

with both the Valuation Office Agency and DCLG as to the likelihood of 

this occurring and any potential ramifications.  
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Implementation of savings proposals 

10. The risk of delivering savings in 2017/18 in specific areas such as adults’ 

and children’s social care 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; 

and 

· 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 

11. On 19 October 2016, Cabinet considered a report of the Executive 

Director of Resources entitled Medium Term Financial Strategy (MTFS) 

2017/18 to 2021/22. This report provided an update of the Council’s 

MTFS to reflect the budget decision of the Council for 2016/17 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.  

12. The report on the MTFS indicated that there would be ongoing 

reductions in Revenue Support Grant (RSG) as outlined in the 

December 2015 Autumn Statement, which covers the period to 2020/21.  

The reductions in RSG are now expected to total £53.7m. 

13. 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. 

14. It is worth noting that, as of 2020/21, the Council will no longer receive 

RSG, as part of the move towards full retention of business rates.  This 
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shift in financing regime underscores the risk outlined in the above 

paragraph. 

Pension Fund 

15. 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.  

16. Initial results of the triennial review for pensions which covers 2017 to 

2020 highlighted the total liabilities being underwritten by the Council for 

external bodies is £10.4m. It is worth noting that this figure is based 

upon the current estimates of the pension funds in deficit.  However, 

should an organisation become insolvent, this liability will be crystallised 

and subject to a ‘least risk basis’ calculation. This calculation in effect 

would substantially increase the amount due by Sheffield City Council.  

17. A review of these risks is being undertaken to ensure that any impacts of 

potential crystallisations are minimised. 

Economic Climate 

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

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

revenues. 

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

the impact of unforeseen circumstances. 

External Funding 

20. The Council utilises many different grant regimes, for example central 

government, Sheffield City Region 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. 

21. 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 
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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. 

22. 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. 

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

short term change the risk profile of EU grants. 

Treasury Management 

24. The Council proactively manages counter-party risk especially 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. 

25. As part of the 2017/18 budget process, we developed Treasury 

Management and Investment Strategies, both of which were based on 

discussions with members and senior officers about our risk appetite. 

This included a review of our counter-party risk to ensure it is reflective 

of the relative risks present in the economy. A cautious approach was 

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 during 

2017/18 to ensure we have the ability to respond appropriately to market 

volatility. 

26. The Council is also actively managing its longer term need for cash. 

Cash flow requirements show that the Council will require new borrowing 
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in the coming years to finance capital investment.. 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.  

27. 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. 

28. The Council currently has one early payment outstanding with a major 

supplier in return for a saving on the contract cost. There is a risk to the 

Council that having received payment that this company may fail to 

deliver the services. This is mitigated by the existing contract 

protections, financial evaluation of the company and parent company 

guarantee.  Also as goods and services are delivered against these 

contracts, the level of exposure reduces over time.  

Welfare Reforms 

29. 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. 

· 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.  
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· Introduction of Universal Credit (UC):  The roll out of UC for 

claimants in Sheffield started in January 2016 for new single 

jobseekers.  Roll out to other new claimants is planned to start in 

July 2018. However, full migration of existing working age 

Housing Benefit claimants will not start until at least 2019 and is 

not expected to be finished until at least 2021. There are no 

known plans to discontinue Housing Benefit for pensioners (who 

make up half of our HB caseload) although arrangements for 

funding are under review.  

· Potentially the biggest impact on the Council’s finances 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 

reviewed as we learn from the roll out.  There will also be an 

impact on the current contract with Capita and internal client 

teams.  

Children, Young People and Families Risks 

Education Funding 

30. 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. 

31. 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 2017/18 this cost to the Council is estimated at around 

£100k and remains a risk for any future conversions, especially with the 

expansion of the academy conversion programme.  

32.  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 
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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 2017. 

33. As part of transition to a National Funding Formula, when all funding 

allocations to schools will be directly managed by Education Funding 

Agency (2019-20), Sheffield school forum is expected to review and 

approve all previously held centrally held allocation subject to a limitation 

of no new commitments or increase in expenditure over the next two 

years.  These historical commitments are now part of central school 

block and school forum approval is required each year to confirm the 

amounts on each line.  Expenditure in centrally held funding amounts to 

around £8m. 

Children’s Social Care 

34. There is an increase in demand for services for children social care 

including demand for Unaccompanied Asylum Seeking Children. A 

number of transformational projects have been put in place to manage 

the increase in demand within available resources.  Implementation of 

these programmes is contingent upon cross service and cross portfolio 

working 

Communities Risks 

35. In 2016/17 a gap of £9.3m in the council’s funding was bridged using 

£3.5m of CCG funding and council reserves.  For 2017/18, the CCG 

contribution so far identified is £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. 

36. Significant cost pressures were identified during 2015/16 which 

translated into higher demand in 2016/17 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 had a disproportionate impact on SCC.  In 

2017/18 it is proposed to enter a pooled budget arrangement with the 

Clinical Commissioning Group and manage Mental Health services 

jointly within the Better Care Fund and identify savings through a new 

joined up approach to delivering services. 
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37. In 2016/17 we have seen significant increased pressures on demand for 

Council adult social care services which has resulted in a forecast over 

spend position.  For 2017/18 we have put in measures to address the 

budget gap however the risk remains that continued demand pressures 

increasingly affect our position to balance. 

Housing Revenue Account (HRA) Risks 

38. 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 

Act and Welfare Reform and Work Act. 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, other Government and changes in relation to fixed term 

tenancies and levy proposals in the Housing and Planning Act 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. 

· 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. 

39. The HRA business plan will be reviewed regularly along with expenditure 

plans to ensure flexibility to respond to the expected Housing and 

Planning Act Regulations. 

Place Risks 

2017/18 Revenue Budget savings 

40. 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 
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Planning round, the Portfolio’s strategy was based on reducing the cost 

of these contracts to preserve the other services. 

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

not the Streets Ahead or Waste Management contracts. The Portfolio 

has now developed three strategic interventions including further savings 

from the ITA Levy which follow on from existing plans, reducing the level 

of support to Sports Trusts and embarking on a review of all the other 

services seeking a business-like approach to service delivery seeking to 

reduce cost or maximise income.  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 pressure for the 

Council.  

42. 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 

2017/18 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. 

43. The Council has entered into a 25 year contract with Amey to maintain 

and renew the public highway.  Part of this work involves the 

replacement of trees which are damaging the pavement with new 

varieties which are more suitable to a roadside location.  The Council 

has successfully defended a legal challenge on the application of its 

policy.  It has agreed a revised policy in respect of the removal of trees 

involving some public consultation.  The hiatus in the programme caused 

by the legal action and potential subsequent delays during the 

consultation could make the Council vulnerable to substantial additional 

charges from the contractor. 

44. £0.9m of the 2016/17 budget saving initiatives (£0.7m on the Streets 

Ahead contract and £0.2m in Parking Services) had not been achieved 

to date.  These will roll forward to 2017/18 as part of the base budget 

and create an immediate pressure in that and future years unless these 

are delivered or a sustainable mitigating cost saving can be identified. 
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45. The Portfolio undertakes a number of complex, high profile capital 

projects which require strong cost control from the sponsor and project 

manager.  Experience in 2016-17 has shown that this discipline is not 

present in all projects and has exposed the portfolio to a requirement to 

find funding from the Revenue Budget to fund the overspend. 

46. Furthermore, the Council has agreed a number of  contingent liabilities 

relating to developments within the city centre. If these were to 

crystallise there would be an immediate Revenue and Capital Budget 

impact 

Capital Receipts and Capital Programme  

47. Failure to meet significant year on year capital receipts targets due to 

reduced landvalues reflecting the uncertain market and the impact of the 

Affordable Housing policy.  This could result in over-programming, delay 

or cancellation of capital schemes.   

Project Cost Control 

48. There is an inherent risk within all the programme of overspending on 

any single project as a result of unforeseen circumstances (e.g. ground 

conditions or contamination) or poor management and planning. There 

have been several examples of this during 2016-17. The Council has 

made significant improvements in the management of capital projects 

including improved risk management, however, in the event of an 

overspend it will have to use its own limited resources to plug the gap.  

Housing Regeneration 

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

Park Hill and other regeneration schemes because of the instability in 

the housing market. This could result in schemes ‘stalling’, leading to 

increased costs of holding the sites involved. 

Olympic Legacy Park 

50. The Council supports the on-going 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. 
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Sheffield Retail Quarter 

51. 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, 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.    

52. 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 

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 

53. 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.  The latest estimate of the gap is a maximum of 

£20m in 2018/19 after mitigating action.  In subsequent years it expects 

to receive sufficient funding to repay the cash flow by 2020/21. 

54. In the event of a change of government policy which reduced the 

financial support available to local authorities’ capital programmes, the 

Council would very probably be faced with a greater affordability gap in 

the schools’ capital programme than has already been identified above 

requiring it to contribute its own capital resources. 

55. The Council already faces pressure to maintain the condition of the 

school building estate so there is a limited opportunity to divert funds 

earmarked for maintenance to support the school place expansion 
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programme.  The Council has taken steps to minimise this exposure by 

challenging the construction industry to build to a specific cost target 

against Education Funding Agency standards, and, matching the 

provision of some 16 – 18 year places to demand. 

56. The modelling of the Schools Capital Programme has been based on an 

allocation of £21m Basic Need funding being in 2019/20, 20/21 and 

21/22 - however the allocation that has recently been confirmed for 

19/20 at lower level of £9.8m which could effectively push back the 

repayment period on the current advance commitment of Basic Need by 

2 years. The service is challenging the basis of the allocation with the 

Department for Education and there may be alternative funding streams. 
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Annual Treasury Management Review 2016/17 

Executive Summary 

This report reviews the performance of the treasury management function 

which manages the authority’s debt and investment portfolios. 

 

The treasury management function’s activity is agreed by Council each year 

through the Treasury Management Strategy which details how we’ll manage 

cash requirements, investments, and the need for debt to fund the capital 

programme. 

 

Assessment of the performance is based upon indicators which are largely 

governed by the ‘Prudential Code’ set by the sector’s accounting body – 

CIPFA – and approved by government. 

 

Key Points 

Overall Limits 

· The Council operated within the Prudential Indicator Limits for 2016/17 

set by the authority. 

o These limits include the amount of debt the Council can hold 

o This limit is set by Council each year and cannot be breached 

The Council’s Debt Position 

· After adjusting for PFI liabilities of £426m, the overall underlying debt of 

the authority (referred to as the Capital Financing Requirement or CFR) 

was £988m (up £70m on 2015/16’s figure of £918m).  

o Planned capital investment for 2016/17 increased by £13.3m. Some 

of which relates represents slippage from 2015/16, and is therefore 

simply a timing issue rather than an increase to the overall capital 

programme.  

o Debt, excluding PFI liabilities, has increased by a net £7m after 

accounting for maturing loans. 

· Of this debt figure, £346m related to the HRA (unchanged on last year) 

which was also slightly below expectations set out in the TMS. 

o HRA debt relates to legacy housing investment, such as the Decent 

Homes programme. 
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The Council’s Loan Portfolio 

· As at 31 March 2017, the loans portfolio, excluding PFI liabilities, totalled 

£747m indicating that we are under borrowed by £241m – up £43m on 

2015/16 (£198m). 

o Under-borrowed means that rather than go to banks or other 

external bodies for loans, we have at various points used our own 

cash balances that weren’t required at that time 

o This is an efficient use of resources – as we avoid interest on loans – 

but does mean at some stage we will need to replace the cash we 

have ‘borrowed’ from ourselves in the short term (£198m) 

o It’s important that we don’t run up too large an under-borrowed 

position, as we would increase the risk of interest rates moving 

against us, and us having to borrow later at higher rates than 

currently. 

· During 2016/17, £25m of borrowing was taken to help fund the capital 

programme and manage the under borrowed position 

o Borrowing now makes economic sense as were able to take 

advantage of historically low borrowing rates and to ensure the under 

borrowed level remains at manageable levels in line with the treasury 

management strategy.  

o However, £16m of the short term borrowing undertaken last year for 

cash flow purposes was repaid in April 2016 and repaid £2m of 

maturing debt which was not replaced. The net increase in borrowing 

is only £7m 

o Despite the historically low borrowing levels we chose not to borrow 

more at this time because we felt that both market conditions (low 

interest rates) and our existing cash levels supported the current 

strategy. 

· The average rate of interest paid on the Council’s external debt has 

decreased slightly to 4.3% for 2016/17 compared to 4.4% for 2015/16 – 

partly as a result of loans with higher interest rates maturing and the new 

loans being taken at a lower level of interest rate (the average new loan 

rate was 2.41%). 

Investment Portfolio 

· As at 31 March 2017, investments totalled £85m, down from £87m last 

year. Among other things, the cash was used to secure a discount on 

pension deficit payments – helping to secure savings to offset pressures 

on revenue budgets in the medium term. 
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o Overall, a return of 0.36% (0.56% in 2015/16) was achieved, 

compared to a benchmark of UK Bank Base rate of 0.25% (down 

from 0.50% in August 2016).  

o Investments have been made in high quality counterparties such as 

AAA rated Money Market Funds and UK Banks in line with the 

Council’s investment priorities: which are security first, liquidity 

second and then return. This ensures we do not chase yield at the 

expense of the security of our investment.  

o The capital financing budget generated £4.0m of one off savings as 

a result of deferring some of the planned borrowing and earning 

interest on better than expected investment balances which 

averaged £138.7m over the year. 

 

Introduction 
 

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 2016/17. This report 

meets the requirements of both the CIPFA Code of Practice on Treasury 

Management (the Code) and the CIPFA Prudential Code for Capital 

Finance in Local Authorities (the Prudential Code).  

 

During 2016/17 the full Council received the Annual Treasury Strategy 

whilst Cabinet were presented with the Outturn Report.  A Mid-Year 

Report was also taken to the Cabinet Member for Finance during the year.  

 

The regulatory environment places responsibility on members for the 

review and scrutiny of treasury management policy and activities.  This 

report is therefore important in that respect, as it provides details of the 

outturn position for treasury activities and highlights compliance with the 

Council’s policies previously approved by members.   

 

No Member training on treasury management issues was provided during 

the year. However, training took place in January 2015 when the Treasury 

Management Strategy was set for the 2015/16 financial year. 

The Strategy for 2016/17 

The expectation for interest rates within the treasury management 

strategy for 2016/17 anticipated a low but rising Bank Rate (starting in 

quarter 1 of 2017), and gradual rises in medium and longer term fixed 

borrowing rates during 2016/17. Variable, or short-term rates, were 

expected to be the cheaper form of borrowing over the period.  Continued 

uncertainty in the aftermath of the 2008 financial crisis promoted a 

cautious approach, whereby investment decisions would continue to be 
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dominated by low counterparty risk considerations, resulting in relatively 

low returns compared to borrowing rates. 

 

In this scenario the treasury strategy was to postpone borrowing, to avoid 

the cost of holding higher levels of investments and the associated cost of 

carry, and to reduce counterparty risk.   

 

However, as set out in the 2016/17 treasury management strategy, we 

planned to maintain the level of under borrowing at a prudent level, and 

therefore planned to take a little more borrowing than would be required 

by in-year capital expenditure.  

 

There was major volatility in PWLB rates throughout the year with rates 

falling during quarters 1 and 2 to reach historically very low levels in July 

and August (following the EU Referendum decision), before rising 

significantly during quarter 3, and then partially easing back towards the 

end of the year. 

 

During the year, we took £25m of borrowing but repaid £16m of short 

term borrowing taken for term cash flow purposes, and a further £2m of 

maturing debt was repaid without being replaced. This has meant that the 

level of under borrowing has increased during the year to £241m – of 

which £55m relates to the HRA. 

Overall Treasury Position as at 31 March 2017 

At the beginning and the end of 2016/17 the Council‘s treasury (excluding 

debt from PFI and finance leases) position was as follows: 
 

 

 

 

Authority 

31 March 

2016 

Principal 

Rate/ 

Return 

 31 March 

2017 

Principal 

Rate/ 

Return 

Total debt £740m 4.4%  £747m 4.3% 

CFR £938m   £988m  

Over / (under) borrowing (£198m)   (£241m)  

Total investments £87m 0.56%  £85m 0.36% 

Net debt £653m   £662m  
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The Economy and Interest Rates   

The two major landmark events that had a significant influence on financial 

markets in the 2016-17 financial year were the UK EU referendum on 23 June 

and the election of President Trump in the USA on 9 November.  The first 

event had an immediate impact in terms of market expectations of when the 

first increase in Bank Rate would happen, pushing it back from quarter 3 

2018 to quarter 4 2019.   

 

At its August meeting, the Monetary Policy Committee (MPC) cut Bank Rate 

from 0.5% to 0.25% and the Bank of England’s Inflation Report produced 

forecasts warning of a major shock to economic activity in the UK, which 

would cause economic growth to fall almost to zero in the second half of 

2016. The MPC also warned that it would be considering cutting Bank Rate 

again towards the end of 2016 in order to support growth. In addition, it 

restarted quantitative easing with purchases of £60bn of gilts and £10bn of 

corporate bonds, and also introduced the Term Funding Scheme whereby 

potentially £100bn of cheap financing was made available to banks.    

 

In the second half of 2016, the UK economy confounded the Bank’s 

pessimistic forecasts of August.  After a disappointing quarter 1 of only 

+0.2% GDP growth, the three subsequent quarters of 2016 came in at 

+0.6%, +0.5% and +0.7% to produce an annual growth for 2016 overall, 

compared to 2015, of 1.8%, which was very nearly the fastest rate of growth 

 

General Fund 

31 March 

2016 

Principal 

Rate/ 

Return 

 31 March 

2017 

Principal 

Rate/ 

Return 

Total debt £448m 4.2%  £456m 4.2% 

CFR £572m   £642m  

Over / (under) borrowing (£124m)   (£186m)  

Total investments £87m 0.56%  £85m 0.36% 

Net debt £361m   £371m  

 

HRA 

31 March 

2016 

Principal 

Rate/ 

Return 

 31 March 

2017 

Principal 

Rate/ 

Return 

Total debt £292m 4.6%  £291m 4.6% 

CFR £346m   £346m  

Over / (under) borrowing (£54m)   (£55m)  

Total investments £0m 0%  £0m 0% 

Net debt £292m   £291m  
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of any of the G7 countries. Needless to say, this meant that the MPC did not 

cut Bank Rate again after August but, since then, inflation has risen rapidly 

due to the effects of the sharp devaluation of sterling after the referendum.  

By the end of March 2017, sterling was 17% down against the dollar but had 

not fallen as far against the euro.  In February 2017, the latest CPI inflation 

figure had risen to 2.3%, above the MPC’s inflation target of 2%.  However, 

the MPC’s view was that it would look through near term supply side driven 

inflation, (i.e. not raise Bank Rate), caused by sterling’s devaluation, despite 

forecasting that inflation would reach nearly 3% during 2017 and 2018.  This 

outlook, however, is dependent on domestically generated inflation, (i.e. 

wage inflation), continuing to remain subdued despite the fact that 

unemployment is at historically very low levels and is on a downward trend. 

Market expectations for the first increase in Bank Rate moved forward to 

quarter 3 2018 by the end of March 2017 in response to increasing concerns 

around inflation. 

 

USA: Quarterly growth in the US has been very volatile during 2016 but a 

strong performance since mid-2016, and strongly rising inflation, prompted 

the Fed into raising rates in December 2016 and March 2017.  The US is the 

first major western country to start on a progressive upswing in rates. Overall 

growth in 2016 was 1.6%. 

 

EU:  The EU is furthest away from an upswing in rates; the European Central 

Bank (ECB) has cut rates into negative territory, provided huge tranches of 

cheap financing and been doing major quantitative easing purchases of debt 

during 2016-17 in order to boost growth from consistently weak levels, and 

to get inflation up from near zero towards its target of 2%.  These purchases 

have resulted in depressed bond yields in the EU, but, towards the end of 

2016, yields rose, probably due at least in part to rising political concerns 

around the positive prospects for populist parties and impending general 

elections in 2017 in the Netherlands, France and Germany.  The action taken 

by the ECB has resulted in economic growth improving significantly in the 

Eurozone to an overall figure of 1.7% for 2016, with Germany achieving a 

rate of 1.9% as the fastest growing G7 country. 

 

On the other hand, President Trump’s election and promise of fiscal stimulus, 

which are likely to increase growth and inflationary pressures in the US, have 

resulted in US Treasury yields rising sharply since his election.  Gilt yields in 

the UK have been caught between these two influences and the result is that 

the gap in yield between US treasuries and UK gilts has widened sharply 

during 2016/17 due to market perceptions that the UK is still likely to be two 

years behind the US in starting on an upswing in rates despite a track record 

of four years of strong growth. 

 

Japan: struggled to stimulate consistent significant growth with GDP 

averaging only 1.0% in 2016 with current indications pointing to a similar 
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figure for 2017. It is also struggling to get inflation up to its target of 2%, 

only achieving an average of -0.1% in 2016, despite huge monetary and 

fiscal stimulus, though this is currently expected to increase to around 1% in 

2017. It is also making little progress on fundamental reform of the economy. 

 

China and emerging market counties: At the start of 2016, there were 

considerable fears that China’s economic growth could be heading towards a 

hard landing, which could then destabilise some emerging market countries 

particularly exposed to a Chinese economic slowdown and / or to the effects 

of a major reduction in revenue from low oil prices. These fears have largely 

subsided and oil prices have partially recovered so, overall, world growth 

prospects have improved during the year.  

 

Equity Markets:  The result of the referendum, and the consequent 

devaluation of sterling, boosted the shares of many FTSE 100 companies 

which had major earnings which were not denominated in sterling.  The 

overall trend since then has been steeply upwards and received further 

momentum after Donald Trump was elected President as he had promised a 

major fiscal stimulus to boost the US economy and growth rate. 

 

The Borrowing Requirement and Debt  
 

The Council’s underlying need to borrow to finance capital expenditure is 

termed the Capital Financing Requirement (CFR). 

 

The CFR goes up when we use borrowing to fund capital projects, but falls 

as we put money aside each year to repay that debt. The money we put 

aside to repay the debt each year is known as our ‘minimum revenue 

provision’ (MRP), and mimics depreciation charges that are used in the 

private sector. 

 

The table below shows the outturn for 2015/16 and 2016/17 and the 

2017/18 budget position including PFI liabilities.  

 

 31 March 

2016 

Actual 

(£m) 

2016/ 

2017 

Budget 

(£m) 

31 March 

2017 

Actual 

(£m) 

General Fund CFR - non PFI  £572m £608m £642m 

General Fund - PFI Liabilities £395m £426m £426m 

Overall General Fund CFR  £967m £1034m £1,068m 

CFR  HRA  £346m £349m £346m 

Total CFR £1,313m £1,383m £1,414m 
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Borrowing Rates in 2016/17 

This section reviews the movement in borrowing rates over the year; showing 

the decline in rates over the period but also the volatility experience as 

markets have responded to a variety of economic factors (see Economy and 

Interest Rates section). 

 

During 2016-17, PWLB rates fell from April to June and then gaining fresh 

downward impetus after the EU referendum and Bank Rate cut, before 

staging a partial recovery through to December and then falling slightly 

through to the end of March.   

 

PWLB certainty maturity borrowing rates - the graph and table for PWLB 

rates below show, for a selection of maturity periods, the average borrowing 

rates, the high and low points in rates, spreads and individual rates at the 

start and the end of the financial year. 

 

 
 

 

0.50%

1.00%

1.50%

2.00%

2.50%

3.00%

3.50%
Apr 2016 - Mar 2017 PWLB Maturity Certainty Rates

1 Year 5 Year 10 Year 25 Year 50 Year 50 year target %

1 Year 5 Year 10 Year 25 Year 50 Year

1/4/16 1.13% 1.62% 2.31% 3.14% 2.95%

31/3/17 0.83% 1.24% 1.60% 1.80% 2.07%

Low 0.76% 0.95% 1.42% 2.08% 1.87%

Date 20/12/2016 10/08/2016 10/08/2016 12/08/2016 30/08/2016

High 1.20% 1.80% 2.51% 3.28% 3.08%

Date 27/04/2016 27/04/2016 27/04/2016 27/04/2016 27/04/2016

Average 0.93% 1.36% 2.01% 2.72% 2.49%
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Borrowing Outturn for 2016/17 

 
Borrowing  

 

The Council took £25m worth of additional borrowing during the year to 

support the Council’s capital investment programme. The table below shows 

the breakdown of capital investment being funded through prudential 

borrowing in 2016/17. 

 

 

£'m 

Sheffield Retail Quarter 15.2 

Streets Ahead 27.5 

Leisure Improvements 16.1 

Housing Repairs & Maint  4.3 

Other Programmes 2.6 

 

      65.7 

 

The variance between the £65.7m of capital expenditure funded through 

borrowing and the actual loans taken of £25m reflects that we decided to use 

existing cash balances we weren’t yet using rather than take additional loans. 

Doing this saves us on loan interest costs but means the under borrowed 

position (the cash we owe ourselves) has gone up. 

 

 Details of the borrowing taken in 2016/17 are shown in the table below 
 

Start   

Date 

Maturity 

Date 

Counterparty Rate 

% 

Principal  

O/S 

£’000s 

14/06/2016 14/06/2024 PWLB 1.92% £2,000 

14/06/2016 14/06/2025 PWLB 2.03% £3,000 

14/06/2016 14/06/2026 PWLB 2.14% £4,000 

14/06/2016 14/06/2028 PWLB 2.33% £2,000 

14/06/2016 14/06/2032 PWLB 2.65% £2,000 

14/06/2016 14/06/2033 PWLB 2.71% £2,000 

14/06/2016 14/06/2063 PWLB 2.64% £5,000 

14/06/2016 14/06/2064 PWLB 2.64% £5,000 

  Total 2.41% £25,000 

 

As stated above in the strategy for 2016/17 section of the report, the 

borrowing has been taken to fund the capital programme and to help 

maintain the level of under borrowing at a prudent level. 
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The overall borrowing rate on these loans of 2.41% was below the budgeted 

level, and has therefore resulted in revenue savings. 

 

The Council chose not to borrow as much as we suggested we would in the 

Treasury Management Strategy for the year because we believe that market 

conditions (interest rates and cost of borrowing) will remain low in the short 

term, and we did not require as much cash as we estimated. 

 

This mid-year decision was taken in consultation with the Head of Strategic 

Finance, and meant that the capital financing budget underspent for the year. 

This underspend was used to help support the Corporate budget. 

 

Rescheduling  

No rescheduling was done during the year as the average 1% differential 

between PWLB new borrowing and premature repayment rates made 

rescheduling unviable. 

Investment Rates in 2016/17 

After the EU referendum, the UK Bank Rate was cut from 0.5% to 0.25% on 

4th August and remained at that level for the rest of the year.  Market 

expectations as to the timing of the start of monetary tightening started the 

year at quarter 3 2018, but then moved back to around the end of 2019 in 

early August before finishing the year back at quarter 3 2018.   Deposit rates 

fell during the first two quarters and fell even further after the August MPC 

meeting resulted in a large tranche of cheap financing being made available 

to the banking sector by the Bank of England.  Rates made a weak recovery 

towards the end of 2016 but then fell to fresh lows in March 2017. 
 

LIBID is the London Interbank Bid Rate which reflects the average interest rate which major London banks 

borrow Eurocurrency deposits from other banks and is a key indicator of interest rates on short term 

deposits. 
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Investment Outturn for 2016/17 

Ethical Investment Policy – the Council’s investment policy, which is 

governed by government guidance, is set out in the annual investment 

strategy approved by full Council in March each year. This policy outlines the 

approach for choosing investment counterparties, and is based on credit 

ratings provided by the three main credit rating agencies supplemented by 

additional market data (such as rating outlooks, credit default swaps, etc.).  

In addition, the Council commits not to hold any direct investments in fossil 

fuels or, to the best of our knowledge, companies involved in tax evasion or 

grave misconduct.  

 

The investment activity during the year conformed to the approved strategy, 

and the Council had no liquidity difficulties.  

 

Investments held by the Council - the Council maintained an average 

balance of £138.7m of internally managed funds compared to the Council 

only having funds for day to day cash flow purposes.  The internally managed 

funds earned an average rate of return of 0.36% against a budgeted return 

of 0.50% (i.e. in line with UK Base Rate at the time when the strategy was 

set). The UK Base Rate was changed from 0.50% to 0.25% in August 2016 

and therefore the weighted average return was 0.34% so the actual return 

achieved reflects a slightly better return than anticipated.  

 

The Council would not normally plan to have such high cash balances but 

they have been bolstered by the additional borrowing taken to lock into 

historically low borrowing rates and the position continues to be affected by 

re-profiling of the capital programme. 

 

The Council’s decision not to borrow as much money as planned for through 

the treasury strategy reflects that these balances were higher than 

anticipated. 

 

The pie charts below shows that we split our investments over a range of 

investment options, including AAA rated Money Market Funds and Fixed Term 

or Call accounts deposits with banks. 
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Money market funds are an attractive counterparty to mitigate counterparty 

risk because they only invest in the most secure assets whilst they allow us to 

remove our investment day-by-day should we need to. 
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Annex: Prudential and Treasury Indicators 

During 2016/17, the Council complied with its legislative and regulatory 

requirements including the CIPFA Code of Practice on Treasury 

Management (the Code) and the CIPFA Prudential Code for Capital 

Finance in Local Authorities (the Prudential Code).  The key actual 

prudential and treasury indicators detailing the impact of capital 

expenditure activities during the year, with comparators, are as follows: 

 

Actual prudential and 

treasury indicators 

2015/16 

Actual 

£000 

2016/17 

Original 

£000 

2016/17 

Actual 

£000 

Capital expenditure 

· General Fund 

· HRA 

· Total 

 

153,484 

72,718 

226,202 

 

89,011 

113,085 

202,096 

 

141,822 

73,530 

215,352 

Capital Financing Requirement: 

· General Fund 

· HRA 

· Total 

 

987,416 

345,996 

1,333,412 

 

1,029,773 

353,068 

1,382,841 

 

1,068,096 

345,968 

1,414,064 

Gross debt 1,135,192 1,246,445 1,172,870 

Net External debt  

(gross debt less investments) 

1,048,510 1,174,334 1,088,204 

Investments 

· Longer than 1 year 

· Under 1 year 

· Total 

 

Nil 

86,682 

86,862 

 

Nil 

72,111 

72,111 

 

Nil 

84,666 

84,666 

Commentary 

 

The Council’s net external debt has increased by around £39.7m during 

the year, whilst our overall need for borrowing which is represented by 

the Capital Financing Requirement has increased by £80.7m.  

 

The CFR increases when we use borrowing to fund capital projects, whilst 

external debt goes up when we take on new loans or other credit 

arrangements such as PFI liabilities. 

 

Net debt has increased as a result of a decision taken by the Council to 

ensure the level of under borrowing (where the level of borrowing is lower 

than the underlying need to borrow as set out in the CFR) is maintained at 

prudent levels. 
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In order to lock into historically low borrowing rates, the Council has taken 

£25m of new borrowing (excluding PFI arrangements).  

 

However, following the above strategy combined with an under spend on 

the capital programme meant that the Council continued to hold large 

sums of cash on deposit throughout the year. These deposits were placed 

with an array of AAA rated, instant access money market funds and fixed-

term and call account deposits with banks. This investment policy meant 

that our deposits were very safe but deposit returns were relatively low at 

0.36% (albeit in line with the average UK Bank Base Rate of 0.34% during 

2016/17). 

 

Gross borrowing and the CFR - in order to ensure that borrowing levels 

are prudent over the medium term and only for a capital purpose, the 

Council should ensure that its gross external borrowing does not, except 

in the short term, exceed the total of the capital financing requirement in 

the preceding year (2015/16) plus the estimates of any additional capital 

financing requirement for the current (2016/17) and next two financial 

years.  This essentially means that the Council is not borrowing to support 

revenue expenditure.  This indicator allows the Council some flexibility to 

borrow in advance of its immediate capital needs.   

 

The authorised limit - the authorised limit is the “affordable borrowing 

limit” required by s3 of the Local Government Act 2003.  Once this has 

been set, the Council does not have the power to borrow above this level.  

The table below demonstrates that during 2016/17 the Council has 

maintained gross borrowing within its authorised limit.  

 

The operational boundary – the operational boundary is the expected 

borrowing position of the Council during the year.  Periods where the 

actual position is either below or over the boundary is acceptable subject 

to the authorised limit not being breached.  

 

Actual financing costs as a proportion of net revenue stream - this 

indicator identifies the trend in the cost of capital (borrowing and other 

long term obligation costs net of investment income) against the net 

revenue stream. 

 

 2016/17 

Authorised limit £1,625m 

Maximum gross borrowing position  £1,175m 

Operational boundary £1,425m 

Average gross borrowing position  £1,154m 
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Ratio of financing costs to net 

revenue stream 

31 March 

2016 

Actual 

2016/17 

Original 

limits 

31 March 

2017 

Actual 

    General Fund 16% 18.8% 19.0% 

    HRA  10% 9.5% 9.5% 

 

Incremental impact of capital 

investment decisions 

31 March 

2016 

Actual 

2016/17 

Original 

limits 

31 March 

2017 

Actual 

 Increase in council tax (band D) 

per annum   

£35.77 £39.19 * £33.75 

Increase in average housing rent 

per week (council dwellings only) 

£0.00 £0.05 £0.00 

 

*The calculation of the impact on Band D properties has been adjusted to reflect in-year 

movements only; the previous limit was calculated on a basis consistent with the treasury 

strategy methodology of a rolling 5 year programme (inclusive of prior costs). The change 

has been made to make the impact of the current year’s activity clearer to the reader.   

 

The increase in Council Tax (band D) per annum for 2016/17 is lower than 

the 2016/17 limit because the borrowing was lower than forecast. Figures 

above are calculated on the additional borrowing requirement and the 

additional MRP that became chargeable during the financial year.  

 

The indicators shown above are an unsophisticated interpretation of our 

capital financing position that under regulation we are required to show. It 

is important to recognise that the Council aims to borrow to fund capital 

programme activity where that activity will in turn generate savings 

through more efficient working or income generation other than borrowing 

for major schemes e.g. new schools. As such, though the amount of 

money we spend on things like interest costs may rise from one year to 

the next, these costs support borrowing that will enable larger savings to 

be made. 

 

A good example of this is where borrowing is used to support the Streets 

Ahead project. Borrowing for this project incurs debt costs, but allows us to 

move away from expensive and inefficient responsive repairs to a cheaper 

more effective planned maintenance programme. 
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The maturity structure of the debt portfolio was as follows: 

 31 March 

2016 

Actual 

2016/17 

Original 

(Max) Limits 

31 March 

2017 

Actual 

Under 12 months * 27% 20% 20% 

12 months & within 24 months 3% 20% 1% 

24 months & within 5 years 4% 20% 5% 

5 years and within 10 years 6% 40% 7% 

10 years and above  60% 100% 67% 

 

* Included in the ‘Under 12 month’ figure are bank loans which have a “call option” that allows 

the bank to either re-set the interest rate or allow us to repay the loan every six months. As 

these loans could be repayable in six months’ time, we show them as being due under a year. 

 

TABLE 1 

31 March 

2016 

Principal 

Rate/ 

Return 

Average 

Life 

(Yrs) 

31 March 

2017 

Principal 

Rate/ 

Return 

Average 

Life 

(Yrs) 

Fixed rate funding:  

PWLB £351m 4.53% 22 £374m 4.34% 21 

Market £140m 4.03% 52 £188m 4.24% 47 

Local 

Authorities 

£71m 2.30% 3 £55m 2.23% 3 

Variable rate funding:   

PWLB £0m 0% - £0m 0% - 

Market £178m 5.07% 42 £130m 5.20% 46 

Credit Liabilities: 

PFI 

Liabilities 

£395m 9.51%  £426m 9.51%  

Total debt £1,135m 6.1% 30 £1,173m 6.1% 30 

CFR £1,333m   £1,414m   

Over/ 

(under) 

borrowing 

(£198m)   (£241m)   

Total 

investments 

£87m 0.6% <1 £85m 0.5% <1 

Net debt £1,048m   £1,088m   
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The maturity structure of the investment portfolio was as follows: 

 

Investments 

 

2015/16 

Actual 

£000 

2016/17 

Original 

£000 

2016/17 

Actual 

£000 

  Longer than 1 year 

  Under 1 year 

0 

86,862 

0 

70,111 

0 

84,666 

  Total 86,862 70,111 84,666 

 

The exposure to fixed and variable rates was as follows: 

 31 March 

2016 

Actual 

2016/17 

Original 

Limits 

31 March 

2017 

Actual 

Fixed rate debt £957m  £1,043m 

Fixed rate investments -£15m  -£8m 

Net fixed rate exposure £942m £1,247m £1,035m 

Variable rate debt £178m  £130m 

Variable rate investments -£72m  -£77m 

Net variable rate exposure £106m £178m £53m 
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         Appendix 8 

 

CAPITAL PROGRAMME MONITORING AS AT 31st MARCH 2017 
 

Summary 

1. The approved capital programme budget for 2016/17 at 31 March 2017 (Month 12) was 

£241.9m.  

2. This is an increase of £3.9m from Month 11 due to authorised changes to budget as 

summarised in Section 9.        

3. The full year outturn was £215.4m – a variance of £3.4m on the £212.0m forecast in the 

last published report at Month 10.  

4. This represents a year end slippage figure of £26.5m or 11% of the overall approved 

budget. This compares to a year end slippage figure of 15% at the 2015/16 year end.  

5. The table below summarises the outturn position by programme. 

 

Portfolio 2016-17 
OUTTURN 

2016-17 
BUDGET 

VARIANCE  
ON  
BUDGET 

CHANGE ON 
LAST 
FORECAST 

  £000 £000 £000 £000 

Children and Young People 19,883  23,689  (3,805) (2,313) 

Place 70,743  77,571  (6,828) (4,035) 

Housing 73,530  83,074  (9,545) (1,907) 

Highways 9,769  11,828  (2,059) 323  

Communities (35) -  (35) (81) 

Resources 8,498  12,742  (4,244) 655  

Corporate 32,963  32,963  0  0  

          

Grand Total 215,352  241,868  (26,516) (7,358) 

 

NB. As part of year end closure procedures a revised division of joint operations on 

Maintenance and Fire Risk Assessment Works between Resources and Children and Young 

People (CYP) has been reflected in the figures above. The overall impact of this has been to 

reduce the variance on Resources spend to budget by £1m and increase the variance on CYP 

budget by £1m.  
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As indicated in the tables above approximately 25% of the major slippage 
items are not a result of “under delivery” but either due to genuine project 
savings or issues relating to the nature of scheme funding. 

 
Overview of Capital Programme  

7. The overall programme has increased by £11.3m to £966.4m. The key 

reasons for the overall increase relate to: 

 - Growing Places Fund loan to Doncaster Council (administered on 

behalf of the Sheffield City Region) (£1m) 

 - Administration of Transport Grant Funding on behalf of City Region 

Partners (£2m). 

 - Annual Interest charges on borrowing for Sheffield Retail Quarter 

(£2.2m) 

 - Inclusion of the Digital Incubator Grant Funding on the capital 

programme (£3.5m) 

 - Inclusion of the Garage Improvement Strategy in the capital 

programme (£2.7m). Though this will be offset through a reduction in 

future allocations.  

  2016/17 2017/18 Future Total 

 £m £m £m £m 

Month 11 Approved Budget 238.6 254.5 462.0 955.1 

Additions 3.1 5.5 1.2 9.8 

Variations 1.5 -0.1 0.2 1.6 

Slippage and Acceleration -1.3 0.9 0.4 0.0 

Month 12 Approved Budget 241.9 260.8 463.8 966.4 

 

General Commentary   

8. Appendix 8.5 summarises the Top 20 projects in the Capital 

Programme. This group accounts for 67% of the current 2016/17 

budget. This information indicates major Project Life Time overspends 

on: 

(a) Lower Don Valley Flood Defence (expected to be mitigated by 

increased resources from the Environment Agency and SCC 

see section 12) 

(b) Olympic Legacy Park – Additional contribution from Sheffield 

University to meet additional costs. 

9. As identified at section 5 the overall outturn position on the capital 

programme was £26.5m below budget with all areas spending below 

Page 114



         Appendix 8 

 

expected budgets to a greater or lesser degree. The key reasons for the 

major variances are presented in the tables at Section 6. 

10. Appendix 8.6 provides a detailed breakdown of the £26.5m between 

slippage, accelerated expenditure, underspends and overspends by 

service area and individual scheme. 

 

Risks 

11. There are several projects where the anticipated spend in 16/17 is 

significantly behind plan but the funding is secure to complete the work, 

however the following projects present specific risks in respect of 

potential unfunded expenditure. 

· The Lower Don Valley Flood defences work is at risk of 

overspending. The unknown workload and novel nature of the 

design creates an inherent risk of overspend.  This project is grant 

funded with promised specific outcomes which could leave the 

Authority exposed to clawback if these are not achieved. The latest 

position indicates a likely overspend on the project of £2.5m. Current 

negotiations with the Environment Agency indicate the availability of 

an additional £1.35m grant funding with SCC to provide the 

remaining £1.15m potentially from Community Infrastructure Levy.  

 

Approvals 

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

Council’s agreed capital approval process.  

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

approval category: 

· 1 additions to the programme with a value of £19k 

· 9 variations to the programme with a value of £2.4m 

· 1 item of slippage into 18/19 and beyond £3m 

Further details on these schemes can be found at Appendix 8.1 and 8.2. 

13. Approval is also sought to enter into an agreement to provide funding 

to Green Estates to allow delivery of a package Open Spaces works. The 

details of this can be found at Appendix 8.3. 

14. Approval is also requested to accept the terms of a grant from the 

Rugby Football Union. Details of which can be found at Appendix 8.4. 
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15. In addition approval is sought for the budget adjustments required as 

part of the financial year end close down procedure relating to the £26.5m 

budget variance reported above. 

Below is a summary of the values in each approval category: 

· Slippage of expenditure from 16/17 to 17/18 - £25.9m 

· Accelerated Spend of expenditure from 17/18 into 16/17 - £1.5m 

· Overspends -  net additions to the programme - £1.4m 

· Underspends - £3.5m 

Full details summarised by service and broken down by individual project can 

be found at appendix 8.6 
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