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1. Executive Summary 

1.1. This report reviews the budget monitoring position at the end of the third quarter. It also examines the monitoring of high risk / demand led budgets within Departments, and other central budget items that make up the overall revenue account.
1.2. Overall performance against the budget remains strong and where there are issues, particularly where there is slippage in the achievement of savings,  central contingencies are available to meet those variations.  This was an important part of the budget setting process in 2012/13, recognising the risks that the County Council faced in trying to achieve such an ambitious change programme.
1.3. County Council on 21 February 2013 approved a revised budget for 2012/13 and the figures in this report are measured against that Revised Budget position.  The only anticipated variations against this position are in Departmental budgets, but these will be transferred to Departmental earmarked reserves for future costs of change or to the Corporate Policy Reserve in line with the County Council decision.
1.4. Any other net under spend at the end of the year in excess of the £8.2 million predicted in the budget report will be transferred to the Grant Equalisation Reserve in line with the County Council decision.
1.5. The Departmental summaries in Appendix 1 highlight key corporate risk factors that are taken into account in assessing the overall performance against the budget.  There continues to be significant pressure in respect of both Children’s and Adults social care which have received some contingency support within the Revised Budget and the forward impact has been taken into account in setting the 2013/14 budget.
1.6. The table below outlines the overall position on Departments.  As set out in quarter two, it should be noted that any Department under spends are part of a planned approach to meet the costs of change in support of delivering the budget reduction programme and changes arising from the Corporate Services Review in 2012/13:

	Department
	Current Budget
	Forecast Outturn
	Forecast Variance

	
	£’000
	£’000
	£’000
	%

	Adult Services
	322,259
	322,706
	447
	0.14%

	Children’s Services
	861,510
	860,632
	(878)
	(0.10%)

	Economy, Transport and Environment
	108,933
	108,763
	(170)
	(0.16%)

	Policy and Resources
	99,739
	97,075
	(2,664)
	(2.67%)

	Total
	1,392,441
	1,389,176
	(3,265)
	(0.23%)


1.7. Overviews of each Department are set out below. More detailed summaries are contained in Appendix 1, together with the identification of any key corporate risk issues.
Adult Services
1.8. The projected outturn for 2012/13 remains at a small over spend of £447,000 consistent with previous reporting.  Whilst there has been continued upward pressure in the system in the latter part of 2012, management action has been taken to mitigate this and the announcement of winter pressure money will also help to meet some of the increased demand in the system.  The intention is still to work towards balancing the budget by the year end, but the forecast reflects the potential for a small overspend, which is only 0.14% of the Adult Services budget.
Children’s Services

1.9. The projected outturn for 2012/13 is a net underspend of £878,000 (£282,000  over spend on the schools budget and £1.160 million under spend on the non-schools budget).  Pressures within the Children’s social care system continue to be pro-actively managed and met from other savings within the overall budget, but the underlying level of CLA costs is well above the base budget and this has been reflected in the base level of spending in 2013/14 approved by County Council in February.
1.10. The schools budget overspend consists of an increasing pressure on the payments for free education provision for 3 and 4 year olds and a  number of other smaller variances.
1.11. The increase in the under spend on the non-schools budget relates to the transfer of the budgets for the Apprenticeship scheme from P&R to Children’s Services as part of the budget process and the predicted under spend of £650,000 in this area will be carried forward to help support the wider programme from 2013/14 onwards.

Economy, Transport and Environment

1.12. There is a predicted net under spend of £170,000 for Economy, Transport and Environment in line with what was reported for the second quarter. Planned savings on Economic Development in support of their current review and re-structure account for over half of the overall saving coupled with net savings in staffing and operational support and increased income within Highways, Traffic and Transport.
Policy and Resources

1.13. The required 4% (£1.5m) savings (net of VR costs) in respect of implementation costs of the Corporate Services Review, in particular the Integrated Business Centre, are forecast to be achieved in 2012/13. 
1.14. Further savings have been identified at the end of the third quarter both within CCBS and Policy and Resources ‘other’ budgets, in particular there are savings against the troubled families programme which have arisen due to differences between the expected phasing of expenditure and the funding received.  Other savings in the external Audit Fee, reduced support costs to Members as well as tight budgetary control have all contributed towards the forecast saving.
Overall Revenue Account

1.15. Appendix 2 sets out the forecast for the overall revenue budget, taking the figures outlined above for Departments together with the other central items that make up the revenue account.
1.16. The outturn forecast figures are compared to the Revised Budget that was approved by County Council as part of the budget setting process on 21 February and therefore there are no variations other than in the Departmental spending positions.
1.17. The net under spend of £3.3 million in Departmental budgets has been offset by a transfer to either Departmental earmarked reserves for future costs of change or to the Corporate Policy Reserve in line with the County Council decision.
1.18. It is worth re-iterating once again that for 2012/13 the County Council is monitoring against a budget that has had over £100m removed over the last two years and therefore to have achieved a balanced position against this early in the year is very encouraging and highlights the fact that the strategy of trying to achieve four years savings in two has positioned the County Council strongly for the future financial challenges to come.
2. Achievement of Savings
2.1. The 2012/13 budget included savings in Departments of £47.1m as part of a package to bridge the £100m created by Government funding reductions over 2011/12 and 2012/13.
2.2. The 2011/12 savings were delivered successfully during the year, but it was always anticipated that with £55m of savings already removed plus another £47.1m to deliver, that achievement of savings in 2012/13 would be more challenging.

2.3. The savings figure for 2012/13 did not include the additional 4% anticipated savings from the Corporate Services Review as it was always intended that the initial savings from these changes would be re-invested in making the necessary changes to implement the review, in particular the investment for the Integrated Business Centre (IBC) and the procurement of a Private Sector Partner.

2.4. At the current time, there has been no significant change from the position reported in Quarter 2, which is that all Departments with the exception of Adult Services are forecasting that they will achieve the savings during the year, including the additional 4% for Corporate Services.  Adult Services are anticipating a potential maximum shortfall in the achievement of savings of £7.6m for which corporate support has been provided.
2.5. Nevertheless, it is still anticipated that 97% of all savings approved for the 2012/13 budget will be achieved allowing for some slippage in the timetable for some savings proposals, which again, is a significant achievement given the scale of the change programme that has been implemented.
3. Overall Revenue Position

3.1. The overall revenue position for the County Council is set out in Appendix 2.  This takes the 2012/13 Revised budget approved by the County Council in February 2013 and then measures this against the expected position at the end of the year.
3.2. Since the Revised Budget has only just been set, there are no further cash limit changes to this position that need to be taken into account. The net under spend of £3.3 million in Departmental budgets has been offset by a transfer to either Departmental earmarked reserves for future costs of change or to the Corporate Policy Reserve in line with the County Council decision.

3.3. The Revised Budget took account of the fact that predicted under spends in contingencies of £16 million would be transferred to general reserves and then be used to provide contingency funding of £8 million a year for the next two years as part of the budget setting process.

3.4. County Council agreed that the remainder of the predicted under spend of £8.2 million, together with any further non Departmental under spend at the year end would be transferred to the Grant Equalisation Reserve, which is reflected in the Revised Budget shown.
4. Conclusion

4.1. The overall forecast position for the revenue budget remains sound at the end of the third quarter.  This has been achieved by use of corporate and departmental contingencies set aside for these purposes in respect of cost pressures and slipped or unachievable savings, which will still have to be found in future years.

4.2. Achievement against the planned savings programme for 2012/13 is promising with 97% expecting to eventually be achieved after allowing for the slippage in the implementation of some proposals.

4.3. Forecast variances within Departmental budgets are very small in percentage terms and where there are adverse variances, management actions are being put in place to address these.
4.4. The budget strategy that was put in place for the four years of the current Comprehensive Spending Review remains on target and the risks inherent within the change programme are being managed through appropriate reserves and contingencies established as part of the budget setting process.
5. Recommendations

5.1. To note the forecast position for the overall revenue account as contained in Appendix 2.
Appendix 1

Adult Services
The projected forecast position for 2012/13 as at quarter 3 is a net pressure of £447,000. Additional one-off funding from the corporate risk contingency to support transition costs arising in year as a result of the transformation agenda has reduced the total underlying pressure of £8.654m to a net underlying pressure of £4.254m. With the use of Adult Services contingencies, the cost of change reserve and capitalised revenue the departments forecast net outturn pressure is then £447,000. 

Included within the net underlying pressure is a number of assumptions around further savings targets which the department are planning to make over the remainder of the financial year. The forecast variance by each directorate is as follows:

	
	Budget
	Forecast outturn
	Forecast variance

	
	£000
	£000
	£000
	%

	Director
	1,340
	1,237
	(103)
	(7.7)

	Policy and Strategic Development
	38,048
	37,853
	(195)
	(0.5)

	Older Persons (OP) and Physical Disabilities (PD)
	125,397
	131,705
	6,308
	5.0

	Learning Disabilities (LD) and Mental Health (MH)
	116,989
	117,000
	11
	0.0

	In House Services
	34,853
	34,010
	(843)
	(2.4)

	Winter Pressures
	2,149
	1,225
	(924)
	(43.7)

	Net underlying pressure
	318,776
	323,030
	4,254
	1.3

	Adult Services Contingencies
	
	(1,051)
	(1,051)
	

	Capitalised Revenue
	
	(466)
	(466)
	

	Balance of cost of change reserve available
	3,483
	1,193
	(2,290)
	

	Total Pressure
	322,259
	322,706
	447
	0.1


The year to date has been a challenging one, with significant demand and transformational pressures and an increasing level of client needs. Whilst the prevention and early intervention services are supporting those with lower levels of need more cost effectively and helping them to retain their independence, the needs of the remaining cohort of older clients have risen significantly in the year. The costs of meeting their needs safely and with dignity has risen more than anticipated as a consequence. 

Key corporate risk issues highlighted in this quarter are:

Average Cost Pressures - Although package numbers are stable there are pressures across the service arising from the average cost of packages being significantly higher than the budgeted value. If this trend continues then it would lead to further pressures. There has also been an impact over the year from transformation costs and market conditions as highlighted in the Quarter 2 Budget Monitoring report. In addition to this there has been an impact from some one-off and backdated costs relating to the  funding of clients which needs to be investigated. 

Efficiency Savings

The 2012/13 savings target for the department was £21.214m however, of the one-off additional corporate funding agreed in quarter 1 of £7.593m, £5.993m was in relation to slippage against efficiency savings targets and those considered to be at risk of delivery which reduced the amount planned to be delivered during the year to £15.221m. All Departments are monitoring achievement of savings as part of the normal budget monitoring process for the year. At the end of December £13.055m of these savings had been fully delivered and £2.166m were still on target to be delivered by the end of the year.

Demand Management

The greatest area of unexpected pressure has arisen in care at home for older people, predominantly domiciliary care and direct payments which account for £4.3m of costs above budget alone. Whilst the cost per hour of care has been in line with plans, the amount of care required per person has grown significantly. This is seen most starkly in the average weekly cost of domiciliary care packages, which has stabilised at around £21 per week higher than when the budget was set.

The higher level of client needs has continued through the year as demonstrated in the 1.6% decrease in the number of clients receiving 7 or less visits a week. Providers also continue to report that clients are less well at the point of entry into their care. This is reflected in the average weekly cost of an OP residential placement increasing in year. During the year, Hampshire County Council has seen an increased reluctance for residential providers to accept the Hampshire rate other than for a defined number of beds. This has been most stark in relation to the closure of three in-house homes and the transfer of residents. Discussions with provider representatives continue with regard to a longer term sustainable Hampshire rate.
The number of people requiring double up care has also continued to increase. As highlighted in the Quarter 2 report this reflects the trend in the patterns of NHS care and the change in the contributions policy not to charge for second carers which has created an incentive for some who previously arranged and fully funded their care to seek Hampshire County Council assistance for their second carer costs. This is highlighted by the number of self funding clients receiving double up care rising from 116 in February to 174 in December.
Current trends, based on existing costs, are within the estimates that have been allowed for in the Medium Term Financial Strategy (MTFS). However, if average costs continue to increase at the current rate or if pressures from the changing health care landscape were to arise then this would lead to additional cost pressures in future years. Careful monitoring of these issues will continue in 2013/14.  
The transition to the new health structures and the £20bn Quality, Innovation, Productivity and Prevention (QIPP) savings target have made an already challenging environment more difficult. The trend in earlier discharge from hospital continues to put more pressure on social care and community health services, as people are discharged with higher levels of dependency and complexity of care needs. The disinvestment in bed based health care has not been matched by a commensurate investment in community health services, placing the system under considerable strain. The NHS in Hampshire is currently focussed on particular issues, such as length of stay and whole systems reform as it grapples with ongoing financial issues.

However, Adult Services has continued to build strong relationships with the emerging Clinical Commissioning Groups (CCGs) and is well placed to take forward partnership working with them once they assume their role. We continue to push the opportunities for mutual benefit from joint working across care and support services. We will continue to pursue systems reform with the CCG’s through the Health & Wellbeing Board.
Although budgets are tightly controlled it has been impacted this year by a number of high costs and backdated costs which must be further examined in order to manage the budget position. Within the year there has been a large increase in the number of Ordinary Residence (OR) for which the council has become responsible for the cost of the care. The OR principles determine which local authority is responsible for the provision of care and it’s funding. As budgets become tighter across local authorities the issue of OR has come more to the forefront and is being closely monitored by the Department’s management team. 

The recent one-off funding announcement from the Department of Health stated that £82.5m will be made available to each of the four Strategic Health Authority (SHA) clusters to ‘support local resilience during winter and maintaining access in 2012/13’. Of this funding each SHA cluster has to transfer at least £25m to local authorities for investment in social care services, that also benefit the health system. This funding is to further support joint working between health and social care services, and to support a continued focus on reablement and improving the interface between health and social care. 
Children’s Services
The projected outturn for 2012/13 is a net underspend of £878,000 (£282,000 overspend on the schools budget and £1,160,000 underspend on the non-schools budget). The forecast variance by each branch, and by schools and non-schools budgets is as follows:
	
	Current budget
	Forecast outturn
	Forecast variance

	
	£000
	£000
	£000
	%

	
	
	
	
	

	Access, Performance & Resources (A,P&R)
	656,512
	654,497
	(2,015)
	(0.3)

	Education & Inclusion (E&I)
	89,910
	87,354
	(2,556)
	(2.8)

	Children & Families (C&F)
	115,088
	118,781
	3,693
	3.2

	Total


	861,510
	860,632
	(878)
	(0.1)

	Broken down by:
	
	
	
	

	Schools budget
	698,432
	698,714
	282
	-

	Non-schools budget
	163,078
	161,918
	(1,160)
	(0.7)

	Total


	861,510
	860,632
	(878)
	(0.1)


The schools budget overspend consists of an increasing pressure on the payments for free education provision for 3 and 4 year olds and a  number of other smaller variances.
On the non-schools budget, the main pressures are on Children Looked After (CLA), Youth Support Service, Commissioning and Social Work and Youth Justice offset by significant underspends within Services for Young Children, Home to School Transport and Management and Support – Access, Performance and Resources. 

In this quarter the budget for the corporate apprenticeships scheme (£800,000) has been transferred from Policy and Resources to Children’s Services. The forecast underspend of £650,000 reflects the numbers of placements being lower than originally planned. 

Key corporate risk issues highlighted in this quarter are:
Youth Support Services – Following a review of  the Careers Advice and Guidance Service anticipated income is lower than previously expected because the size of the market is significantly smaller than the level of demand that was generated when the service was free to schools. Management are taking steps to align resources to income levels throughout the rest of the year with early actions already taking effect to start to reduce the pressure.

Children Looked After – There are continuing significant pressures on purchased residential placements and fostering with activity above the budgeted placements. Whilst every effort is being made to manage down the number of children entering care through prevention work, there is still an upward local and national trend which is putting pressure on resources.

The number of children in care in Hampshire has risen from 1,023 in March 2008 to 1,107 at the end of December 2012: an 8.1% increase. Nationally the DfE has reported that there has been a 13% increase of children in care during the same period.
The rate of looked after children in Hampshire is 40 per 10,000 which is significantly lower than comparative authorities. This low rate reflects historical strong performance in ensuring that children are only brought into care when absolutely necessary.

For 2012/13 the pressure against this budget has been managed within the overall cash limit without need to call on the corporate contingency, largely through earlier achievement of other planned savings. However, given the current levels of children looked after and the continuing increases both in terms of demographics and complexity of cases, the base budget will be adjusted for 2013/14 to reflect current activity levels and costs. Provision for the increase in 2013/14 and future years has already been factored into the forecasts within the Medium Term Financial Strategy (MTFS), as agreed by Cabinet on 17 December 2012. This creates a more stable picture for the future.

Services for Young Children (SfYC) – 3&4 Year Olds – The overspend on this schools budget, which is funded from specific grant (Dedicated Schools Grant), relates to the significant increase in free entitlement hours claimed compared to the hours originally budgeted. The increase in hours is due mainly to the following: 

· Increased accessibility through longer opening hours, the ‘stretched offer’ (which means the hours can be taken over more than the standard 38 weeks) and the 15 hours being able to be taken across two days rather than the previous minimum of three

· Increased take-up at more expensive settings i.e. those with higher quality and more flexibility

These changes are a positive move towards the Government’s aim of maximising the take-up of the 15 hours free entitlement for all three and four year olds in good and outstanding provisions. However, this has caused a budget pressure, the long term effect of which has been taken into account in the 2013/14 schools budget setting process.

Efficiency Savings
The 2012/13 efficiency savings target for Children’s Services of £10.4m has been successfully delivered. 

Environment and Transport
The projected outturn for 2012/13 is for a saving of £170,000 or 0.16% of the revised budget and is broadly in line with the quarter 2 forecast. The variance reported by each Service Stream Board and group is set out below.

	
	Current budget
	Forecast outturn
	Forecast variance

	
	£000
	£000
	£000
	%

	
	
	
	
	

	Highways, Traffic & Transport 
	63,687
	63,637
	(50)
	(0.1)

	Waste, Planning & Environment 
	40,343
	40,343
	0
	0.0

	Economic Development
	845
	745
	(100)
	(11.8)

	Research & Resources
	3,891
	3,871
	(20)
	(0.5)

	Total


	108,766
	108,596
	(170)
	(0.2)

	Rural Affairs fund
	167
	167
	0
	0

	Total including Rural Affairs


	108,933
	108,763
	(170)
	(0.2)


The forecast saving in Highways, Traffic & Transport results from net staff savings together with an increase in forecast fee income and a higher forecast surplus from Engineering Consultancy resulting from additional capital work now expected to be undertaken in the current financial year.  These savings are offset by an anticipated higher call on highways maintenance in the final quarter to address urgent defects resulting from the combination of unusually wet weather followed by the recent cold spell.  Depending on weather conditions during the final quarter of the year it may not be possible to complete all the required work in the current financial year.

The Economic Development saving remains at the level reported in quarter 2. A series of spending approvals from the Executive Member for Economic Development and Rural Affairs to support the development of a new and more strategic approach was agreed in November and work in these areas is underway.

The revised budget includes a reduction of £1.625 million relating to IT centralisation.

There are no key corporate financial risks to report.

Efficiency Savings

The 2012/13 efficiency savings target for Economy, Transport and Environment of £6.104m will be successfully delivered, with 94% already achieved and the balance at a high degree of confidence of being achieved. The majority of these savings are the full year effect of actions taken in 2011/12.

Policy and Resources
Forecast position

The projected outturn for 2012/13 is an underspend of £2.7m. The forecast variance across the Policy and Resources portfolio as at the end of quarter 3 (31 December 2012) is as follows:

	Departments
	Current budget
	Forecast Outturn 
	Forecast Variance
	Variance as a % of budget

	
	£000
	£000
	£000
	%

	Corporate Services
	46,530

	45,030
	(1,500)
	(3)

	CCBS
	44,536

	44,243
	(293)
	(1)

	Policy and Resources Non Departmental Budgets
	8,673

	7,802

	(871)
	(10)

	Grand Total
	99,739
	97,075
	(2,664)
	(3)


Corporate Services is forecast to achieve the target £1.5m reduction in 2012/13. These additional savings over 12/13 and 13/14 are required to support the Corporate Service change programme, for 2014/15 the savings will be consolidated as part of the medium term financial strategy. These savings are being delivered through a combination of recurring reductions in budget (from voluntary redundancies) and short term actions around strong budgetary control and robust vacancy management designed to generate one-off savings.  

The projected outturn for CCBS for 2012/13 is a total underspend of £293,000. In summary underspends have arisen through tight expenditure control in Business Services and Community alongside higher than anticipated income in particular for Registration.  These more than offset smaller spending pressures in other CCBS directorates.

Non departmental P&R budgets are forecast to under spend by £871,000. This forecast is made up of forecast underspends in a number of areas including, the supporting troubled families budget (£537,000), the external audit fee (£121,000) and members support costs (£94,000). Further detail is given below.

The Supporting Troubled Families scheme is in its first year and is currently being rolled out. The budget is expected to have a surplus of £537,000 in 2012/13 due to differences between the expected phasing of expenditure and the funding received. It is anticipated that the total budget available for the Supporting Troubled Families scheme will be used over the three year life time of the project as the programme is developed.

The external audit fee forecast under spend reflects the lower contract fee secured by the Audit Commission.

The Members’ support costs forecast under spend is due to lower training and technology expenditure. 

There are no key corporate risk issues to be highlighted this quarter.

Efficiency Savings
99% of the efficiency savings (£9,321,000) within Policy and Resources have now been secured. There is high confidence that the remaining 1% (£77,000) will also be achieved. 

Appendix 2
	REVENUE BUDGET SUMMARY 2012/13 - QUARTER 3

	
	
	
	

	
	Revised Budget
	Outturn Forecast
	Forecast Variance

	
	£'000
	£'000
	£'000

	
	
	
	

	Portfolios
	
	
	

	Adults
	322,259
	322,706
	447

	Children's Services - Schools
	698,432
	698,714
	282

	Children's Services - Non schools
	163,078
	161,918
	(1,160)

	Environment
	108,933
	108,763
	(170)

	P&R
	99,739
	97,075
	(2,664)

	TOTAL
	1,392,441
	1,389,176
	(3,265)

	
	
	
	

	Capital Financing and RCCO
	
	
	

	Interest on Balances
	(3,800)
	(3,800)
	0

	Capital Financing Costs
	63,727
	63,727
	0

	RCCO
	58,429
	58,429
	0

	
	118,356
	118,356
	0

	 
	
	
	

	Pension Costs
	
	
	

	Pensions and IAS 19 Costs
	39,821
	39,821
	0

	Contribution from Pension Reserve
	(26,479)
	(26,479)
	0

	
	13,342
	13,342
	0

	
	
	
	

	Other Costs and Income
	
	
	

	Business Units
	315
	315
	0

	Contingency
	11,906
	11,906
	0

	Dedicated Schools Grant
	(691,503)
	(691,503)
	0

	Specific Grants
	(134,401)
	(134,401)
	0

	Flood Protection Levy
	552
	552
	0

	Coroners
	1,320
	1,320
	0

	
	(811,811)
	(811,811)
	0

	
	
	
	

	Draw (from) to Earmarked Reserves
	(2,987)
	278
	3,265

	Draw (from) to Business Unit Reserves
	(206)
	(206)
	0

	Draw for RCCO
	(14,422)
	(14,422)
	0

	
	(17,615)
	(14,350)
	3,265

	
	 
	 
	 

	Total Net Spending
	694,713
	694,713
	0

	Contribution to (from) General Balances
	16,900
	16,900
	0

	BUDGET REQUIREMENT
	711,613
	711,613
	0


CORPORATE OR LEGAL INFORMATION:

Links to the Corporate Strategy
	Hampshire safer and more secure for all:    
	Yes

	Corporate Improvement plan link number (if appropriate):

	Maximising well-being:
	Yes

	Corporate Improvement plan link number (if appropriate):

	Enhancing our quality of place:
	Yes

	Corporate Improvement plan link number (if appropriate):


	Section 100 D - Local Government Act 1972 - background documents

	


	The following documents discuss facts or matters on which this report, or an important part of it, is based and have been relied upon to a material extent in the preparation of this report. (NB: the list excludes published works and any documents which disclose exempt or confidential information as defined in the Act.)

	

	Document
	Location

	None
	


IMPACT ASSESSMENTS:

6. Equalities Impact Assessment:

6.1. Equality objectives are not considered to be adversely affected by the proposals in this report.





7. Impact on Crime and Disorder:

7.1. The proposals in this report are not considered to have any direct impact on the prevention of crime.
8. Climate Change:
a) How does what is being proposed impact on our carbon footprint / energy consumption?

           No specific proposals 
b) How does what is being proposed consider the need to adapt to climate change, and be resilient to its longer term impacts?

           No specific proposals affecting adaptation to climate change 
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