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PART 1 - PUBLIC

<Please select>

Decision Maker: ADULT AND COMMUNITY POLICY DEVELOPMENT AND

SCRUTINY COMMITTEE

Date: 26™ January 2012

Decision Type: Non-Urgent Executive Non-Key

Title: DRAFT 2012/13 BUDGET

Contact Officer: Lesley Moore , Deputy Director of Finance

Tel: 020 8313-4633 E-mail: lesley.moore@bromley.gov.uk

Chief Officer: Anne Watts for Director of Adult & Community Services

Ward: Boroughwide

1. Reason for report

1.1 The prime purpose of this report is to consider the Portfolio Holder’s Draft 2012/13 Budget which incorporates
future cost pressures and initial draft budget saving options which were reported to Executive on 11th January
2012. Members are requested to consider the initial draft budget savings proposed and also identify any further
action that might be taken to reduce cost pressures facing the Council over the next four years.

1.2 Executive are requesting that each PDS Committee consider the proposed initial draft budget savings and cost
pressures for their Portfolio and the views of each PDS Committee be reported back to the next meeting of the
Executive, prior to the Executive making recommendations to Council on 2012/13 Council Tax levels.

1.3 There are still outstanding issues and areas of uncertainty remaining. Any further updates will be included in the
2012/13 Council Tax report to the next meeting of the Executive.

2. RECOMMENDATION(S)

The PDS Committee are requested to:

(a) Consider the update on the financial forecast for 2013/14 to 2015/16;

(b) Consider the initial draft saving options proposed by the Executive, focussing on the 2012/13 saving options.
(c) Consider the initial draft 2012/13 Budget as a basis for setting the 2012/13 Budget;

(d) Provide comments on the initial draft 2012/13 Budget for the February meeting of the Executive.



Corporate Policy

1. Policy Status: Existing policy.
2. BBB Priority: Excellent Council.

Financial

1. Cost of proposal: N/A

2. Ongoing costs: N/A.

3. Budget head/performance centre: A &CS Portfolio

4.  Total current budget for this head: £100,609,940 Draft 2012/13 Budget
5. Source of funding:

Staff

1.  Number of staff (current and additional): full details will be available with the

Council’s 2012/13 Financial Control Budget published in March 2012

2. If from existing staff resources, number of staff hours: N/A

Legal

1. Legal Requirement: Statutory requirement.

The statutory duties relating to financial reporting are covered within the Local Government Act
1972; the Local Government Finance Act 1998; the Accounts and Audit Regulations 1996; the
Local Government Act 2000; and the Local Government Act 2002.

2. Call-in: Call-in is applicable

Customer Impact

1. Estimated number of users/beneficiaries (current and projected):

2. The 2012/13 budget reflects the financial impact of the Council’s strategies, service plans
etc which impact on all of the Council’s customers (including council tax payers) and users
of the services.

Ward Councillor Views

1. Have Ward Councillors been asked for comments? No.

2. Summary of Ward Councillors comments:



3.

3.1

3.2

3.3

COMMENTARY

Approach to the Budget

Forward financial planning and financial management is a key strength at Bromley and this has been recognised
previously by our external auditors. The Executive report on the 11" January 2012 set out the financial forecast for
the next 4 years but with some caution around projections for the 3rd and 4th year of the Comprehensive Spending
Review period (2013/14 and 2014/15) as well as the year following the 4-year Comprehensive Spending Review
period (2015/16). There are significant changes which can impact on the Council’s finances from 2013/14 arising from
the final outcome of the Local Government Resources review which includes the localisation of business rates and
council tax benefit.

The Budget Strategy has to be set within the context of a reducing resource base — the need to reduce the size and
shape of the organisation to secure priority outcomes within the resources available. There is also a need to build in
flexibility in identifying options to bridge the budget gap as the gap could increase further. The overall updated
strategy has to be set in the context of the national state of public finances, unprecedented in recent times, and the
high expectation from the Government that services should be reformed and redesigned. There is also a need to
consider “front loading” savings to ensure difficult decisions are taken early in the budgetary cycle, provide some
investment in specific priorities and to support invest to save opportunities which provide a more sustainable financial
position in the longer term, ensuring stewardship of the Council’s resources . Any budget decisions will need to
consider the finalisation of the 2012/13 Budget but also consider the longer time frame where it is now clear that a
longer period of austerity beyond 2015/16 is inevitable. Members will need to consider decisions now that can have a
significant impact on the future year’s financial position which ultimately will help to protect key services. Further
details of the Council’s approach to budgeting were included in the “Update on Council’s Financial Strategy 2012/13
to 2015/16” considered by Executive on 7th September 2011.

Changes that could impact on longer term financial projections

In considering the next four years there remain many variables which will impact on any final outcome, these
include:-

» The scale of schools transferring to Academies will result in further “top slicing” in formula grant funding to the
Council. An estimated additional £3 million per annum from 2013/14 has been assumed in the forecast, at this
stage;

» Income from interest on balances included in the 2011/12 Council Tax report assumed that interest rates will
increase to 4.25% by 2014/15. The latest forecast assumes a revised level of 2.0% by 2014/15. Recent
indications are that interest rates will remain low in the medium term which was confirmed in the recent downward
projections on interest rates included in the Bank of England Inflation Report (November 2011). The credit rating
agencies and the market in general continue to be extremely nervous about the financial climate resulting in
recent downgrades to UK banks and building societies, primarily Barclays, Santander and Nationwide which will
result in reductions to the total value and duration of such investments. This will undoubtedly lead to greater
reliance on money market funds, which pay considerably lower rates in exchange for instant access to cash. The
recent changes will impact on the Council’s ability to earn interest on investments in 2012/13 and 2013/14 and
potentially later years.

» There will be a review of local government finance and the initial proposals include the abolition of Formula Grant
and allow local authorities to retain business rates. Although Bromley would be a net gainer, in reality there would
be a business rate equalisation scheme to support low revenue raising authorities which may offset any gains.
Other Government grants will still reduce in future years to reflect planned reductions in public spending. No
changes to the financial forecast have been made at this stage. There are planned 10% reductions in Council
Tax Benefit Subsidy from 2013/14 which the projections assume will be cost neutral (i.e. offset by a
corresponding reduction in payments). These proposals result in a significant risk transfer from central
government to local government. Government currently manages the increasing costs of council tax benefit and
the risks relating to variations in business rates. These risks will be managed by the Council from April 2013.
Finally more detail of the options for “community budgets” will be produced from the local government finance
review;

» The coalition Government will introduce many changes in its first term including, for example, changes to health
(including transfer of funding for public health from 2013/14), welfare benefits, localism (including new powers of
competence for Councils to act in the interest of their communities), which have been assumed as cost neutral in
the projections at this stage;



There will be many other variables as the forecast is based on predicting the next four years; the longer the
timescale the greater the uncertainty. Many of the national issues outlined above, makes accurate forecasting
post April 2013 virtually impossible. However, it is clear that a significant “budget gap” will continue.

Latest Financial Forecast

A summary of the latest budget projections including further savings required to balance the budget for
2012/13 to 2013/14 is summarised below;

2012/13 2013/14 2014/15 2015/16

£m £m £m £m
Cost Pressures
Inflation 8.10 15.70 23.40 31.10
Interest on Balances 0.00 0.00 -0.50 -1.00
Grant loss 7.30 11.80 20.10 27.90
Real changes 1.50 3.30 5.70 9.60
Provision for risk 2.00 1.50 1.50 1.50
Loss of grant funding (LACSEG) 0.00 3.00 3.00 3.00

18.90 35.30 53.20 72.10

Income/Savings
2.5% increase in Council Tax 0 -3.3 -6.7 -10.1
(assumes freeze at this stage for 2012/13)

Savings approved by Executive February 2011 -10.6 -9.7 -9.7 -9.8
Further savings identified -13.8 -23.9 -23.9 -23.9
-24.4 -36.9 -40.3 -43.8
Other
Invest to Save (one-off) 3.00 0.00 0.00 0.00
Council Tax Freeze grant -3.00 0.00 0.00 0.00
Contribution to Glades 0.90 0.00 0.00 0.00
Increase in Council Tax base -0.50 -0.50 -0.50 -0.50
New Homes Bonus — transfer to
earmarked reserve 2.00 2.30 2.50 2.70
Increase in New Homes Bonus -1.30 -1.50 -1.80 -2.00
Infrastructure Fund (one off funding) 4.40 1.30
5.50 1.60 0.20 0.20
Remaining "Budget Gap" 0.00 0.00 13.10 28.50

The above table shows, for illustrative purposes the impact of a council tax freeze in 2012/13. If Members agree a
council tax increase of 2.5% in 2012/13 the medium term “budget gap” reduces by £3.3m. Each 1% council tax
increase generates ongoing annual income of £1.3m.
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3.6

4.1

4.2

4.3

Growth Pressures & Real Changes

A breakdown of growth pressures over the next four years is included in Appendix 3 of the Executive report of 11
January 2012 and included in the table above under “Real Changes”. This growth in service pressures across the
Council is forecast to be £1.5m in 2012/13 increasing to £9.6m by 2015/16. The growth for the ACS Portfolio is
shown in the table below:-

2012/13 2013/14 2014/15 2015/16

£'000 £'000 £'000 £'000
Adults with Learning Disabilities 676 1,679 2,569 2,569
(new placements)
Savings from Extra Care -442 -884 -884 -884
234 795 1,685 1,685

Saving Options

A summary of the new savings options relating to the Adult and Community Services Portfolio is shown in the
table below, and in more detail in Appendix 1 of this report:-

2012/13 2013/14
£'000 £'000
Appendix 1
A Savings currently being 1,830 4,130
implemented by Chief Officers
Appendix 1
B Savings relating to on -going 0 765
impact of 2011/12 Budget savings not
yet agreed by Executive *
Appendix
1C Further savings identified 107 1,473
1,937 6,368

* At their meeting in February 2011, the Executive agreed savings for two years as part of the budget setting
process. Appendix 1B reflects further savings now being proposed relating to that.

COMMENTS FROM THE ADULT & COMMUNITY SERVICES MANAGEMENT TEAM

The number of people aged over 85 years in Bromley’s population continues to increase, and during the past
year the department has faced increasing demands for assessments and numbers of safeguarding alerts needing
investigation. This will put a significant strain on resources during 2012/13 as we seek to keep on top of and
improve performance in these areas. Officers will continue to manage this cost pressure by effective
implementation of eligibility criteria, and maximising opportunities for maintaining people’s independence —
minimising the need to use residential and nursing care placements and helping more people remain in their own
homes through direct payments and domiciliary care packages.

Based on the evidence of the current year and the continuing increasing numbers of older people within the
population, and continuing pressures from young disabled people reaching adulthood with significant care needs,
2012/2013 will be another very challenging year financially.

Additional Funding for Health and Social Care

The Government allocated additional funding to PCTs in 2011/12 and 2012/13 which was earmarked for spend
on social care services which benefit health. This amounted to £3.2m in 2011/12 and £3m in 2012/13. Spending
plans for this grant must contribute towards reducing demand for social care and health services — e.g. preventing
admission to hospital, facilitating speedier discharge and ensuring that older people remain independent within
the community for longer. Effective use of this resource will assist in managing the cost pressures associated
with demographic growth in demand, particularly in relation to older people.
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6.

7.

Budget Savings

The achievability of savings arising from efficiency targets with suppliers is critically dependent upon successful
commissioning activity and negotiations with external providers for below inflation increases, no increases or
reductions in annual costs. The department delivered significant savings in 2011/12 through contract
negotiations and the 2012/13 budget assumes that this will continue.

Challenging targets have been set for the reablement service, with projected savings dependent on roll-out and a
consequent reduction in demand for longer term domiciliary care services. Officers will continue to review this
service to ensure that it is delivered in most cost effective way that generates the budget savings.

A major area where there is a continuing uncertainty is in relation to housing needs and the impact of the current
economic climate on homelessness — particularly homelessness arising from mortgage repossessions and
changes to Housing Benefit entitlement. In the last year the number of homeless approaches has increased
resulting in the numbers of households in bed & breakfast accommodation rising from 103 in April 2011 to 227
beginning of December 2011, meaning that the department has projected cost pressures of £700k 2012/13.
However various invest to save initiatives are being implemented, including incentives for landlords, to obtain
more temporary accommaodation at lower cost, which should reduce this to £500k

The draft 2012/13 Budget for ACS included on Appendix 6 of the Executive report does not take account of the
new savings proposed in this report for next year. The table below provides a breakdown of the draft 2012/13
budget for ACS assuming all the savings included in Appendix 1 A and C are agreed :-

2012/13
Budget
£'000
Draft Controllable Budget for ACS 87,364
(Appendix 6 on Executive Report)
Savings
Appendix 1 A -1,830
Appendix 1 C -107
Updated ACS Budget 85,427

POLICY IMPLICATIONS

The Council’s key priorities are included within the Council’s “Building a
Better Bromley” statement and include:

» Safer Communities

* A quality environment

« Vibrant, thriving town centres

» Supporting independence, especially of older people

+ Ensuring all children and young people has opportunities to achieve their potential
* An Excellent Council

“Building a Better Bromley” refers to aims/outcomes that includes remaining amongst the lowest Council tax
levels in Outer London” and achieving a “sustainable council tax and sound financial strategy”.

FINANCIAL IMPLICATIONS
The financial implications are contained within the overall report

LEGAL IMPLICATIONS



The delivery of some budget options will be dependant on consultation and formal decisions outside of the budget
setting process. The Council has to set a lawful balanced budget before 11th March which will include
contingencies to cover such items.

PERSONNEL IMPLICATIONS

The Corporate Trade Union and Departmental Representatives’ Forum receives regular updates on the Council’s
finances and the associated policy implications and challenges. Staff and their trade union representatives will be
consulted individually and collectively on any adverse staffing implications arising from the budget options.
Managers have also been asked to encourage and facilitate staff involvement in budget and service planning.

Non-Applicable Sections: | Legal

Background Documents: Documents held in ASC Finance Division
(Access via Contact

Officer)
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