
 
 

CABINET -  23RD JULY 2012 
 

REPORT BY THE DIRECTOR OF CORPORATE RESOURCES 

 
2012/13 MEDIUM TERM FINANCIAL STRATEGY  

 MONITORING (PERIOD 2)  
 

PART A 

Purpose of Report 

 
1. To provide members with an update on the 2012/13 revenue budget and capital 

programme monitoring position. 
 
2. To seek the Cabinet's approval for plans to utilise potential revenue budget 

underspends and revenue reserves to fund a number of initiatives including 
invest to save. 

 
Recommendations 
 
3. It is recommended that:- 
 

(a) The 2012/13 revenue budget and capital programme monitoring position be 
noted; 

 
 (b) The following proposals as detailed in paragraphs 26 and 31 to 33 of the 

report are approved:  
 
  (i) Use of the net revenue underspend of £13.5m to fund - 
 

Highways maintenance (including bridges) - £2.0m 
Vehicle replacement (including gritters) - £1.2m 
Repayment of debt - £10.3m; 
 

 (ii) Increase the contribution to the Leicestershire Local Authority 
Mortgage Scheme (LAMS) from £2m to £10m; 

 
(iii) To utilise reserves, including - 

 

Repair and renewals - £8.3m 
Insurance uninsured loss - £5.1m 
Waste infrastructure - £5.0m. 
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Reasons for Recommendations 
 
4. To inform the Cabinet of the latest budget monitoring forecasts on the revenue 

budget and capital programme for 2012/13 and to enable new proposals to be 
approved to utilise the projected revenue underspend and reserves to fund a 
number of invest to save initiatives. 

 
Timetable for Decisions (including Scrutiny) 
 
5. A report on the provisional revenue and capital outturn will be considered by 

the Budget and Performance Monitoring Scrutiny Panel at its next meeting on 
29 October 2012. 

 
Policy Framework and Previous Decisions 
 
6. The County Council approved the Medium Term Financial Strategy (MTFS) in 

February 2012. The key aim of the Strategy is to ensure that the Authority has 
appropriate resources in place to fund key service improvements and demands 
over the next few years. The Strategy includes the establishment of earmarked 
reserves and the allocation of ongoing revenue budget and capital resources 
for key priorities. 

  
Resource Implications 
 
7. The first revenue budget monitoring exercise of 2012/13 shows a net projected 

underspend of £13.5m, as summarised in Appendix 1. Details of major 
variances are set out in Appendix 2 and paragraphs 21 to 27 below. 

 
8. The first capital programme monitoring exercise of 2012/13 shows slippage of 

£0.4m (1%), as set out in paragraphs 28 to 30 below. 
 
9. Paragraphs 31 to 33 below set out proposals for new invest to save initiatives 

which it is proposed are funded from the projected revenue budget net 
underspend and from reserves. 

Circulation under the Local Issues Alert Procedure 
 

None.   
 

Officers to Contact 

 
Mr C Tambini, Head of Strategic Finance   
�0116 305 6199     
E-mail Chris.Tambini@leics.gov.uk 
 
Mrs J Spence, Head of Corporate Finance   
�0116 305 5998     
E-mail Judith.Spence@leics.gov.uk 
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PART B 

 
 
Background 
 
10. The 2012/13 revenue budget and the capital programme for 2012/13 to 

2015/16 were approved by the County Council at its budget meeting on 22 
February 2012 as part of the Medium Term Financial Strategy. 

 
11. The monitoring information contained within this report is based on the pattern 

of revenue and capital expenditure and income for the first two months of this 
financial year. As a result the forecasts should be regarded as initial indications.  

 
 
REVENUE BUDGET 
 
12. The results of the first 2012/13 revenue budget monitoring exercise are 

summarised in Appendix 1. Details of major variances are set out on Appendix 
2. 

 
Children and Young People 
 
Schools 
 
13. A net overspend of around £190,000 is currently forecast. This will not impact 

on the County Fund as any overspend on the Schools budget will be the first 
call on Dedicated Schools Grant for 2013/14. 

 
Local Authority Budget  
 
14. A net overspend of £1.7m (3.8%) is forecast.  The majority of the net forecast 

overspend relates to increased demand for children’s social care services in 
three particular areas:  

• Use of the legal services budget has increased relating to a threefold 
increase in case proceedings in the past three years; 

• The number of children placed in Independent Foster Agencies has 
increased as Foster Carers reach retirement age and leave the authority;  

• The cost of Agency Placements has also increased due to three very 
large contracts for children recently coming into care. 

 
15. Management action is currently being considered which include the potential 

realignment of budgets, the use of contracting arrangements and ensuring that 
all relevant agencies are meeting their costs. Additionally placement approval 
has been tightened. Recruitment of new foster carers is being actively 
undertaken. Also a thorough analysis of the forecasting process is to be 
undertaken. 
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Adults and Communities 
 
16. At this stage the Department is forecasting a net underspend of £3.25m (2.7%), 

mainly relating to residential services, as more people are being helped to live 
independently at home with other services such as homecare and direct 
payments, and also due to a phased take of residential Quality Assessment 
Framework payments. 

 
Highways and Transportation 
 
17. The Service is forecast to overspend by around £0.72m (1.4%), mainly due to 

the Cabinet decision to defer implementation of the home to school transport/ 
review of discretionary elements (denominational and16+) savings. 

 
Environment 
 
18. An underspend of around £825,000 (3.2%) is forecast, mainly due to lower 

tonnages of waste than originally anticipated. 
 
Chief Executive's 
 
19. An underspend of around £60,000 (0.4%) is forecast, mainly relating to staff 

vacancies in Trading Standards. 
 
Corporate Resources 
 
20. The Department is forecast to be on budget, with no major variances at this 

stage. 
 
Contingencies 
 
21. A contingency of £0.9m was made for the forecast total costs of the Carbon 

Reduction Commitment (CRC); the Schools budget includes provision for 
£0.45m of CRC.   

 
22. A contingency of £8m was made against delays in the achievement of savings. 

No major problems have been identified at this stage, other than on the home 
to school transport/ review of discretionary elements savings – see paragraph 
17 above – which can be absorbed by net underspends on other services. 

 
23. A provision of £4.5m was made for severance/invest to save issues. If the 

requirement is less during the year, the balance will be transferred to a reserve 
to meet costs in future years. 

 
24. A contingency of £8.7m was made for inflation, of which £0.1m has been 

allocated regarding software contracts. Around £4.5m will be required for 
residential care charge increases relating to 2011/12 and 2012/13. Pressures 
are also expected on insurance, highways maintenance, passenger transport, 
buildings maintenance and energy budgets.  
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Central Items 
 
25. Additional interest on balances of £0.3m is forecast, due to balances being 

higher than anticipated. This figure may increase depending on the level of 
balances as the year progresses.  The downgrading of the Royal Bank of 
Scotland Group and the lack of available counter-parties will restrict the amount 
of interest that can be earned.   
 

26. The original budget for the financing of capital assumed that c. £64m of 
external debt would be borrowed during the year, whereupon it would begin to 
earn interest. However, due to continued low interest rates and the level of 
internal balances it is highly unlikely that this money will now be borrowed 
during 2012/13.  An underspend of £2.5m is forecast as a result of not incurring 
interest costs on the previously expected borrowing. The proposal to repay 
£10.3m of debt will in effect reduce the capital financing requirement and the 
need to borrow externally. As a result there will be an ongoing revenue saving 
of £0.8m.  

 
27. New Homes Bonus Grant (NHBG) of £0.5m is to be used to support the funding 

of new housing developments, as part of the Chief Executive’s department 
budget. The full amount of NHBG is £1.075m and the balance of £0.575m will 
be utilised to support new invest to save initiatives. 

 
CAPITAL PROGRAMME 
 
28. This report concentrates on amendments made to the funding available for the 

programme and any identified slippage in the 2012/13 capital programme. 
 

29. The table below shows a revised budget of £70.2m. At this early stage in the 
year, resources have increased by £10m and slippage of £0.4m has been 
identified. The changes to resources and variations are summarised in 
Appendix 3. The additional resources reflect both the use of 2011/12 revenue 
underspends and the allocation of additional central government resources. 

 

Department 

Original 
Budget                

£m 

Outturn 
Adjustment         

£m 

Increased 
Resources     

£m 

Revised 
Budget      

£m 
Forecast             

£m 

Revised 
Budget v 
Forecast 
Variance        

£m 

CYPS 22.2 1.0 2.8 26.0 25.6 -0.4 

E&T-
Transportation 24.2 1.6 3.2 29.0 29.0 0.0 

E&T-Waste 
Management 2.0 0.0 0.3 2.3 2.3 0.0 

Adults and 
Communities 2.3 0.1 0.0 2.4 2.4 0.0 

Corporate 
Resources 5.6 1.0 3.7 10.2 10.2 0.0 

Chief 
Executive’s 0.3 0.0 0.0 0.3 0.3 0.0 
Total 56.6 3.7 10.0 70.2 69.8 -0.4 
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30. At this early stage, it is projected that spending will be 99% of the total available 
resources. Overall the aim is that 95% of available resources should be spent 
in year. 

 
 
INVEST TO SAVE PROPOSALS 
 
31. A net revenue underspend of £13.5m has been identified. It is proposed that 

the underspend be used to fund the following:  
    

• Highways maintenance (including bridges)     £2.0m 

• Vehicle replacement (including gritters)               £1.2m 

• Repayment of debt   (see paragraph 26)                 £10.3m 
  
32. Earmarked reserve balances stand at £112.6m. Reserves are to be reviewed 

over the next few months and it is anticipated that elements may be 
reallocated. However, in the meantime it is proposed to use the strength of the 
balance sheet to increase the contribution to the Leicestershire Local Authority 
Mortgage Scheme (LAMS) from £2m to £10m. A report elsewhere on the 
agenda seeks approval for this scheme that will make it easier for first time 
buyers to access the housing market.  

 
33. The contribution to the LAMS involves making a deposit of £10m with a 

mortgage lender. The money will be returned (plus interest and less bad debts) 
in five years. As such it is proposed to utilise reserves which are unlikely to be 
fully spent within this timeframe because of the nature of the reserve. These 
reserves will then be reimbursed upon return of the funding. These reserves will 
include; 

 

• Repair and renewals     £8.3m 

• Insurance uninsured loss     £5.1m 

• Waste infrastructure      £5.0m 
 

A further contribution will also be made from the Supporting People reserve 
(£1.1m). 

 
 
Background Papers 
County Council 22 February 2012 - Budget Report of the Cabinet – Medium Term 
Financial Strategy 2012/13 to 2015/16 
 
Appendices 
Appendix 1 – Budget Monitoring Statement 
Appendix 2 - Revenue Budget 2012-13 – forecast main variances 
Appendix 3 - Capital Budget – Revised budget and forecast main variances 
 
Equal Opportunities Implications 
 
 There are no specific implications arising from this report. 


