APPENDIX A


Review of predicted overspend of expenditure budgets in 2008/09

The review of the Council’s financial position as at the end of the third quarter (31st December 2008) indicated that a significant overspend of expenditure was predicted for the year.  

Whilst an increase in income against budget was predicted, giving a small net underspend (£118,300), the increased expenditure marks a significant change from experience of previous years.  

Chris Fleetham, Corporate Director and the Council’s Section 151 Officer, requested an immediate review of the key areas of predicted overspend.  Outcomes of the review and proposed actions are provided below:

	Area of Overspend
	Reason for Overspend
	Proposed Action

	Community Facilities Administration

 £22,300


	The service will be over budget due to unplanned or additional costs from an asbestos survey, insurance premiums, repairs and maintenance overtime by caretakers and a reduction on the income expected from hall lettings.  
	Virement be approved from the Community Transport budget by the Cabinet Member for Communities and Housing

	Blackwater Environmental incident – final settlement

 £42,000


	Out of court settlement agreed with the Environment Agency.  Agreed under the urgency powers (Paragraph 8, on page 60 of the Constitution) by the Chief Executive.
	Supplementary budget be approved, to be met from current year underspends.

	Development Control – Agency Staff/Specialists

£67,800


	Agency/specialist staff engaged during the year to maintain performance within the Development Control service and address difficulties in recruiting staff.  Position also includes overspend on training budget of £10,700.
	Allocation of £30,000 from the unallocated Housing and Planning Delivery Grant be approved.  The remainder of £37,800 to be from a supplementary budget from the General Fund balance.

	Cultural Services redundancy payments

  £39,300


	Redundancy costs resulting from the restructuring of the staffing at the Museum and Warner Archive Collection.  Whilst the staff are employed by the Council the costs in normal circumstances are recharged to the Museum Trust.
	In view of the current financial position of the Museum Trust these costs be met from a supplementary budget be approved from the General Fund balance.

	Licensing -  Unmet Demand Survey

  £14,000


	Licensing Committee requested an unmet demand survey to be carried out during the year.  Whilst no specific budget had been provided in 2008/09 it was proposed to meet from additional income predicted with Environmental Services.
	Virement be approved by the Cabinet Member for Environment & Sustainability

	Asset Management – Additional costs relating to asset disposals

 £85,700


	Additional cost chargeable to revenue following changes to Accounting Guidance from CIPFA.  Costs associated with the disposal of an asset can only be charged against the capital receipt if those costs added value to the land/buildings disposed.  In this instance most of the costs relate to the proposed disposal of the Riverside Pool site.  In particular costs of security and purchase of safety netting for the pool prior to demolition, electrical works for adjacent street lighting, abortive marketing costs, etc.
	Supplementary budget be approved, to be met from current year underspends.

	Asset Management                             - Staff costs

  £63,000


	Additional staff support engaged during the year to assist with management of the capital programme and agency staff engaged to cover a vacancy and provide assistance with rent reviews, negotiating terms on land transactions, etc.  Costs in respect of the management of the capital programme are to be met from capital resources.  The other costs were being managed against additional income expected within the overall Asset Management service. 
	Budget transfers within the Asset Management service to cover the agency staff costs of £39,600 be approved.  

The additional cost to assist with the management of the capital programme, of £23,400, be met from capital resources.

	Horticultural Services – higher operational costs

 £57,400


	Overspend due to higher maintenance costs linked to new areas adopted and maintained under Section 106 agreements and also increased fuel costs.  Overspend was being managed against underspend/ additional income anticipated within the overall Operations budget.
	Budget transfers within the Operations Services be approved.

	Parks & open spaces – additional maintenance

  £56,500


	Overspend due to higher maintenance costs on various parks and open spaces across the District.  Overspend was being managed against underspend/ additional income anticipated within the overall Operations budget.
	Budget transfers within the Operations Services be approved.

	Cemeteries – higher operating costs

  £42,600


	Overspend due to unbudgetted costs of undertaking memorial inspections, increased gas and electricity costs and higher maintenance costs at all four cemeteries.  Overspend was being managed against underspend/ additional income anticipated within the overall Operations budget.
	Budget transfers within the Operations Services be approved.

	Leisure Management Contract

£121,500


	Predicted overspend reflects a worse case scenario regarding claims from DC Leisure for loss of income due to closures during the year to undertake works at Bramston and Notley sports centres; increased energy costs and additional lifeguarding requirements at the Braintree swimming pool.  Negotiations are currently in progress to resolve these claims.
	Supplementary budget up to a maximum of £121,500 be approved, to be met from current year underspends.  Agreement of the final sums payable to be determined under delegated authority by the Corporate Director in consultation with the Cabinet Members for Enterprise, Culture & Leisure and Efficiency & Resources.

	Other Income – legal and bailiff fees

 £24,000


	Costs of recovery action, previously shown under Local Tax Collection, have been separately identified under Other Income.  Budget not transferred between service units.  Overall predicted position for these services is an underspend of £37,660.
	Budget transfer between Local Tax Collection and Other Income be approved.


Commentary

Whilst the requirements for meeting unexpected or unbudgetted costs are provided for by the Financial Regulations within the Council’s Constitution clarification of an ‘approved budget head’, as mentioned in the Regulations, is required.  With the management of budgets being controlled at differing levels, e.g. service level (Horticulture) or Business Plan level (Operations).  

It is essential that the Financial Regulations are reviewed and revised in order to give clear guidance on the parameters for managing the Council’s finances.  Revised Financial Regulations will be presented to the Cabinet in June 2009.

Capital

The third quarter report highlighted an expected overspend, although not quantified at this stage, on the Braintree Swimming Pool project.  Elements of the project already exceed the initial provisions, these include design team fees (plus £127,740), Landlord costs (plus £110,500) and other fees, services and costs (plus £104,000).  The construction contract costs are currently showing a saving of £276,000, which would have offset the majority of the overspends referred to above.   However, the contractor has submitted a claim for an extension to the contract period, but this is subject to a counter claim by the Council for the building being delayed.  

Whilst, discussions with the Contractor to seek an agreed settlement are ongoing it is recommended that authority be delegated to the Chief Executive in consultation with the Cabinet Members for Enterprise, Culture & Leisure and Efficiency & Resources to determine and agree to a payment up to a maximum of £276,000.  On the basis of this proposal the total project costs will exceed the updated budget by up to £342,240.  This will require additional capital resources to be allocated to the project and it is recommended that this be approved by Full Council. 
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