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AGENDA 
 

CORPORATE POLICY OVERVIEW AND SCRUTINY COMMITTEE 
 

Thursday, 22 September 2011 at 9.30 am Ask for: Denise Fitch 
Darent Room, Sessions House, County 
Hall, Maidstone 

Telephone: 01622 694269 

   
Tea/Coffee will be available 15 minutes before the meeting  

 

Membership (12) 
 
Conservative (11): Mr E E C Hotson (Chairman), Mr R W Bayford, Mr D L Brazier, 

Mr R E Brookbank, Mr J R Bullock, MBE, Mr R B Burgess, 
Mr B R Cope, Mr S Manion, Mr R J Parry, Mr J E Scholes  
Mr M V Snelling 
 

Liberal Democrat (1): Mrs T Dean (Vice-Chairman) 
 

 
Webcasting Notice 

 
Please note:  this meeting may be filmed for live or subsequent broadcast via the Council’s 
internet site – at the start of the meeting the Chairman will confirm if all or part of the 
meeting is being filmed. 
 
By entering the meeting room you are consenting to being filmed and to the possible use 
of those images and sound recordings for webcasting and/or training purposes.  If you do 
not wish to have your image captured then you should make the Clerk of the meeting 
aware. 

 
UNRESTRICTED ITEMS 

(During these items the meeting is likely to be open to the public) 
 
 

 A.  COMMITTEE BUSINESS 

A1 Substitutes  

A2  Membership  

 To note that Mrs J Law has been replaced by Mr R Brookbank as a Member of 
this Committee.   
 

A3 Declaration of Interests by Members in items on the Agenda for this meeting.  

A4 Minutes - 6 July 2011 ( 1 - 8) 
 
 
 



A5  Dates of Meetings 2012  

 The Committee is asked to note its meeting dates for  2012. 
 

 Wednesday, 11 January 2012 
Thursday, 5 April 2012 
Thursday, 12 July 2012 
Thursday, 27 September 2012 
Thursday, 22 November 2012 
 
All meetings will start at 10.00 am at County Hall and may run into the afternoon 
if the weight of business dictates. 
    
 

 B.  ITEMS FOR CONSIDERATION 

B1 Update on overall progress with organisational reshaping - verbal update from 
the Leader and Managing Director  

B2 Financial Monitoring 2011/12 ( 9 - 24) 

B3 Consultation on Local Government Resource Review (proposals for retention of 
business rates) ( 25 - 42) 

B4 Property and Infrastructure Support Restructuring Update ( 43 - 46) 

B5 Community Right to Challenge ( 47 - 52) 

B6 Overview of Systems Investment ( 53 - 62) 

B7 Complaints, Comments and Complements ( 63 - 96) 

 C.  SELECT COMMITTEE WORK 

C1 Select Committees - update ( 97 - 98) 

 

EXEMPT ITEMS 

(At the time of preparing the agenda there were no exempt items.  During any such items 
which may arise the meeting is likely NOT to be open to the public) 

Peter Sass 
Head of Democratic Services  
(01622) 694002 
 
Wednesday, 14 September 2011 
 
Please note that any background documents referred to in the accompanying papers 
maybe inspected by arrangement with the officer responsible for preparing the relevant 
report. 
 
 



KENT COUNTY COUNCIL 
 

 

CORPORATE POLICY OVERVIEW AND SCRUTINY 
COMMITTEE 

 
MINUTES of a meeting of the Corporate Policy Overview and Scrutiny Committee 
held in the Darent Room, Sessions House, County Hall, Maidstone on Wednesday, 6 
July 2011. 
 
PRESENT: Mr E E C Hotson (Chairman), Mrs T Dean (Vice-Chairman), 
Mr R W Bayford, Mr D L Brazier, Mr J R Bullock, MBE, Mr B R Cope, Mr R J Parry, 
Mr J E Scholes  Mr M V Snelling 
 
ALSO PRESENT: Mr A H T Bowles, Miss S J Carey, Mr P B Carter, 
Mr A J King, MBE  Mr J D Simmonds 
 
IN ATTENDANCE: Mr D Cockburn (Corporate Director of Business and Support), 
Ms D Fitch (Assistant Democratic Services Manager (Policy Overview)), 
Mr R Fitzgerald (Performance Manager), Mrs S Garton (County Performance and 
Evaluation Manager), Ms K Kerswell (Managing Director), Ms C McKenzie 
(Sustainability and Climate Change Manager), Mr R Moys (Head of European 
Policy), Mr D Shipton (Acting Head of Financial Strategy), Mr D Whittle (Policy 
Manager)  Mr A Wood (Acting Corporate Director of Finance and Procurement) 
 

UNRESTRICTED ITEMS 
 
118. Minutes  
(Item A3) 
 
(1) In response to a question on minute number 106 the chairman confirmed that 
there were no plans for the IMG on Legal Services to meet. 
 
(2) RESOLVED that the minutes of the meeting held on 31 March 2011 are 
correctly recorded and that they be signed as a correct record.     
 
 
119. KCC International Activities - Annual Report 2010 - 11  
(Item B1) 
 
(1) Mr King and Mr Moys introduced the sixth KCC International Activities Annual 
Report which provided an overview for Members of the range of international work 
undertaken across the authority and county over the past year.  The Report 
highlighted in particular how this work had contributed to the achievement of the 
priorities of KCC’s Medium Plan to 2014/15, ‘Bold Steps for Kent.’ As in previous 
years, a major success had been the continued securing of significant EU-funded 
projects, including the greatest amount of Interreg cross-border funding of all eligible 
county or unitary areas.  The report also emphasised the importance of international 
partnership and best-practice collaboration to improve local performance and 
promote innovation.  
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(2) Mr King and Mr Moys answered questions from Members and noted 
comments which included the following:- 
 

• The importance of the public being aware of the international activities and the 
positive impact that it has for the economy of Kent was emphasised. 

• Concern was expressed that, Kent working in partnership with Essex and East 
Sussex to secure funding would lead  to a reduction in the funding for Kent.  It 
was explained that in certain circumstances the three County Councils working 
together would enable them to put in bids for joint projects which would benefit 
all three authorities.  

• Mr King explained that as part of Kent working in partnership with Essex 
County Council there was an opportunity to take advantage of their links with 
China, they had an office in Beijing and had contacts in India.  KCC had good 
contacts in America and so we could build on these relationships for the 
mutual benefit of the three authorities.  

• In relation to European assistance following the announcement of the closure 
of Pfizer’s, Mr Moys confirmed that in the short term two possible sources of 
European Funding had been identified and £700,000 had been secured from 
the European Social Fund to help retrain redundant workers.  Funding could 
be accessed by authorities in East Kent and he was happy to help facilitate 
this. 

• It was apparent that there was a need for Members to be better informed 
about the process for accessing European funding.  The Chairman agreed to 
meet with officers to discuss the format for a seminar for all Members on EU 
funding and how Member can help their communities to access it.  

• The re should be an opportunity to scrutinise the benefits gained from 
European funding and which communities were benefiting from this.  

• In response to a question on access to European funding for Kent Businesses, 
Mr Moys referred to the 2 seas trade project and circulated details on the 
support that this provided to Kent Companies.   

• The possibility of obtaining European funding to purchase Bleak House in 
Broadstairs, with its Dickens connection, as a tourist attraction was mentioned.   
It was explained that it was difficult to obtain European money for Capital 
projects and that there was already a bid for European funding being 
processed for funding for the Dickens Bicentenary.   

• Mr Moys expressed the view that the regional architecture had hindered rather 
then helped the in the securing of European funding. 

• Mr Moys confirmed that between 2000 – 2006  £100m of European funding 
had been secured for Kent.  The current target for 2007 -2013 was securing 
100 million Euros of funding which was based on funding previously secured  
and the level of funding available. 

• It was confirmed that officers and Members worked closely with Kent’s 
Members of the European Parliament.  

• Mention was made of the need to benchmark the work of Locate in Kent.  

• The importance considering how future European funding streams and could 
contribute to the three key streams in the Bold Steps for Kent was 
emphasised.    

 
(3)  RESOLVED that the comments made by Members and the report be noted.  
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120. Chief Executive's Department Financial Outturn 2010/11  
(Item B2) 
 
(1) Mr Shipton presented a report which summarised the 2010/11 financial outturn 
for each of the service units within the Chief Executive’s Department.  Previously 
outturn reports to POSCs had included performance outcome information but this 
was now covered in the separate Core Monitoring report.  Mr Shipton explained that 
most of the reasons for underspends were one off items and so would not be 
available in 2011/12. 
 
(2) In response to a question Mr Wood explained that the majority of insurance 
claims arose from damage caused by potholes, and that approximately 83% were 
resisted as they were not valid claims.  
 
(3) RESOLVED that the revenue and capital financial outturn for 2010/11 
including rollovers for committed projects and changes to capital programme and the 
potential impact of variations since the 2011/12 budget was approved be noted.  
 
 
121. Savings Monitoring Report  
(Item B3) 
 
(1) Mr Shipton introduced a report which set out the progress made to ensure the 
delivery of the 2011/12 budget savings and illustrated this with a PowerPoint 
presentation. 
 
(2)    Mr Simmonds, Mr Shipton and Mr Wood answered questions from Members 
and noted comments which included the following:- 
 

• Mr Shipton confirmed that the £1.8m underspend for Corporate Services in 
2010/11 was unlikely to be repeated in 2011/12.  The £400,000 of extra 
savings due to slippage on projects had been factored into the budget. 

• Mr Simmonds emphasised that the system had been set up to ensure that any 
slippage was picked up at an early stage.   

• The Leader confirmed next years capital commitments would be considered in 
the autumn and some might need to slip into next year, but every attempt 
would be made to keep to the capital programme.  

• It was mentioned that if primary schools were unable to afford to buy in 
services from KCC this could have an impact on KCC’s income expectation.   

• There was a need to make sure that as staffing numbers reduced there would 
be a reduction in the number ICT licenses needed and this should be taken 
into account.  

• Mr Wood confirmed borrowing was carried out in accordance with the 
approved Treasury Management Strategy.  

• Mr Wood confirmed that £10m of procurement savings on Capital over 3 years 
had been put into the budget.  

• In relation to the impact of inflation on the budget, Mr Wood confirmed that 
there had been an increase in the casual user rate.   

• Mr Wood explained that the new International Financial Reporting Standards 
had added 50 pages to the statement of accounts but had not added any 
value to KCC residents.  He confirmed that they had lobbied Government prior 
to the Regulations’ introduction but had been unsuccessful.  The aim of 
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producing this extra information was to give the ability to compare accounts 
across the European Union.  He stated that there was little point in continuing 
to lobby for the Regulation to be revoked as to revert to the previous format 
would cost £100k in officer time.  

• Mr Wood confirmed that the capacity of Human Resources was fitted to the 
pace of the restructuring programme, Ms Beer had the resource to deliver the 
necessary restructuring consultations. 

• Mr Simmonds expressed his thanks to Finance staff for the extra work that 
they had undertaken in complying with the new European Regulation on 
accounts reporting, producing the Project Initiation Document (PID) and 
allocating the budgets across the new Directorates.  

 
(3) RESOLVED that the progress against the delivery of the savings and the 
comments made by Members be noted. 
 
 
122. Centralisation and restructure of the Finance function  
(Item B4) 
 
(1) Mr Wood presented a report which provided Members with some early 
indication of the likely shape of the restructure of the Finance function at KCC.  
 
(2) Mr Simmonds and Mr Wood answered questions from Members and noted 
comments which included the following:- 
 

• In response to a question on communication with staff and maintaining morale 
in these challenging times, Mr Wood explained that the Corporate 
Management team had “talk to the top” sessions which were held across all 
KCC staff offices.   

• In relation to questions on the Oracle system the importance of telling 
technical support staff what was required from the system was mentioned.  
Efficiencies from the system would come with the roll out of i-procurement and 
greater use by Managers of the system.  

• The importance of all IT systems across the authority being fully utilised was 
emphasised 

• Mr Wood acknowledged that there had been an underinvestment in 
procurement, there was a target of £20m to be delivered by a team of 6 staff.   

• It was suggested that Members should be made aware of officers who were 
leaving the Authority so that they had the opportunity to express their thanks to 
them, if they wished to do so.  This could be done via the Members 
information Bulletin. 

• Mr Wood confirmed that his preference would be to put all Finance staff at risk 
which would enable the staff to be selected for posts across the unit rather 
than targeting reductions at specific teams.  Regarding staff funded by income 
from the pension scheme, Mr Wood stated that they would not be included in 
the re-structuring.  

 
 (3) RESOLVED that the progress on the centralisation and restructure of the 
Finance function be noted. 
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123. Update on the transformation Programme 'Change to Keep Succeeding' - 
Presentation  
(Item B5) 
 
(1) Ms Kerswell gave a PowerPoint presentation on ‘change to keep succeeding’ 
which included an up to date top tier staffing structure, achievements to date, new 
organisational building blocks, internal control system, one council brand and culture, 
one council communication and engagement and set out the restructure savings.  
 
(2) Members were given the opportunity to ask questions and to make comments, 
these included the following:- 
 

• If it is the intention to have Officers oracle numbers on their new id cards, it 
was requested that consideration be given as to whether this would pose a 
security risk.   

• It was suggested that an item on overview of IT systems investment should be 
considered at the next meeting of the POSC and items on the restructuring of 
Property and Business Strategy considered at future meetings.  

 
(3) RESOLVED that the presentation and the comments made by Members be 
noted.  
 
 
124. Core Monitoring  
(Item B6) 
 
(1) Mr Fitzgerald presented a report which aimed to inform Members about key 
areas of performance and activity relating to Corporate Services.  The report included 
information up until the end of March 2011. 
 
(2) Mr Gough and Mr Fitzgerald answered questions and noted comments from 
Members which included the following:- 
 

• Mr Fitzgerald undertook to let the Committee have an explanation of why Kent 
was below the national average in book issues when Kent apparently was 
above the national average in the number of libraries that it had.     

• Mr Gough confirmed that as the process of core monitoring in its current form 
was at an end there would be a new performance monitoring reporting 
structure, consideration was still be as to whether this would be reported to 
Policy Overview and Scrutiny Committees or whether it would go via Scrutiny 
Board, who would select items for POSCs to look at in detail.  

• It was explained that the reason why the footfall for the Tenterden Gateway 
was three times that of the Ashford Gateway was because the Tenterden 
Gateway was also a library and the footfall figures had not be separated.  

• In relation to the carbon emission figures for schools it was pointed out that the 
County Council had limited direct control over these.  There was a conflict of 
interest between the ‘school that doesn’t sleep’ and reducing carbon 
emissions.  It was important to separate out the figures for school and non 
school buildings.  

 
(3) Mr Gough referred to a meeting that was going to be called involving the 
Leader, Deputy Leader, himself and Overview and Scrutiny suite Chairman to 
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discuss the process for Overview and Scrutiny’s involvement in performance 
monitoring.  
 
(4)  RESOLVED that the reports and comments made by Members be noted. 
 
 
125. KCC's Performance Management Framework - Delivering Bold Steps  
(Item B7) 
 
(1) Mrs Garton and Mr Whittle presented a report on the performance framework 
for delivering ‘Bold Steps for Kent’ which was currently being developed and which 
would go to County Council for approval on 21 July. 2011.  This report set out the 
steps being taken to finalise the performance framework. 
 
(2) Mrs Garton and Mr Whittle answered questions from Members and noted 
comments which included the following:- 
 

• A Member asked whether District Councils were asked their view on the 
possible milestone “Introduction of Community Infrastructure Levy across 
Kent” in the first priority on page 90.   

• Concern was expressed about the possible measure “% of Kent residents 
expressing concern regarding access/affordability of housing in Kent” in the 
first priority on page 90 and how measurable this actually was.  

• Regarding the possible milestone “Location and funding package for a Lower 
Thames Crossing agreed with Dft”, priority 3 on page 90, a Member 
understood that the Dft were going to revert to their previous study and carry 
out an assessment and consultation.     

• It was suggested that the possible measures for the priority “support families 
with complex needs and increase the use of community budgets” on page 93 
should be reconsidered as it was not possible to know at this stage whether 
more or less was better. 

 
(3) Mr Whittle explained that further work was being carried out to develop the 
monitoring framework for the performance framework in order to have an effective 
evaluation of key indicators.  

 
(4)  RESOLVED that the next steps as set out in the report and the comments 
made on the draft milestones and measures of success be noted.  
 
 
126. Kent Environment Strategy Update  
(Item B8) 
 
(1) Ms McKenzie presented a report which summarised the progress towards 
delivery of the KCC Corporate commitments under the Kent Environment Strategy, 
emerging issues and gaps in delivery.   
 
(2) Ms McKenzie and Mr Gough answered questions from Members and noted 
comments which included the following:- 
 

• Ms McKenzie confirmed that the tool kit for Members should be available in 
September 2011 
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• If advantage was to be taken of invest to save opportunities then it was 
important to ensure that there were adequate resources to support these 
opportunities.  

• A Member expressed the view that environmental issues should have a higher 
priority and gave the example of the London Borough of Haringey which had a 
Finance and Sustainability Directorate.  

• Ms McKenzie confirmed that she was aware that there were a number of 
different ways of funding solar panels.  It was suggested that the County 
Council should make the public aware of the potential risks with certain solar 
panel offers.   

• It was confirmed that there would be an event in September 2011 to help 
establish the support that communities needed to enable them to take 
advantage of environmental measures following which an action plan would be 
produced setting out what could be offered.  

• In relation to schools using rainwater harvesting and bio mass heating, Ms 
McKenzie informed the Committee that retrofitting was not cost effective, so it 
was therefore necessary to look at putting these facilities into any new builds. 
The economies of bio-mass fuels were improving as the cost of other fuels 
was rising.  

•  Ms McKenzie undertook to go back to Mrs Dean outside of the meeting 
regarding her questions on Jubilee Woods funding, wind farms and air 
pollution.  

 
(3) RESOLVED that the overall progress made by KCC and the BSS (CED) 
Directorate, especially the re accreditation to ISO14001 be noted and that the 
priorities outlined in Section 3 and 4 be given equal weight.   
 
127. Health and Wellbeing Board - Update  
(Item B9) 
 
(1) Mr Gough, Ms Peachey and Mr Whittle introduced a paper which outlined 
progress to date in regard to establishing a shadow Health and Wellbeing Board for 
Kent, including implications following the report of NHS Future Forum and the 
Government’s proposed further changes to the Health and Social Care Bill.  They 
answered questions from Members and noted comments which included the 
following:- 
 

• It was suggested that the wording in paragraph 4.2 (page 105), “take account 
of the views of, the local Health and Wellbeing Board” should be strengthened.  

• There was a key relationship between the Health and Wellbeing Board, and 
Locality Boards, it would take time for Locality Boards to be established in all 
areas, so there would be some areas that did not have them when Health and 
Wellbeing Boards are established.  Mr Whittle acknowledged that it was 
important to consider how the Health and Wellbeing Board would work at the 
local level and to make sure that the lack of Locality Board infrastructure in 
some areas did not have an adverse effect.  

• The issue of how Health and Wellbeing Boards would relate to Adult Social 
Care and Public Health Policy Overview and Scrutiny Committee (ASC&PH 
POSC) was raised.  Mr Gough acknowledged that there would still be roles for 
ASC&PH POSC and Health Overview and Scrutiny Committee after the 
establishment of the Health and Wellbeing Board.  
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(2) RESOLVED that the report and the comments made by Members be noted.  
 
 
128. Select Committees - update  
(Item C1) 
 
(1) The Committee received an update on the current Select Committee topic 
review programme and were invited to submit suggestions for future Select 
Committee topic reviews. 
 
(2) RESOLVED That the Select Committee topic review update be noted and 
Members advise the Democratic Services officer of any items that they would like to 
suggest for inclusion in the Select Committee topic review programme  
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TO:  Corporate Policy Overview & Scrutiny Committee – 22nd September 
2011 

 
BY:    Paul Carter, Leader 
   Alex King, Deputy Leader 

John Simmonds, Cabinet Member for Finance and Business Support 
Roger Gough, Cabinet Member for Business Strategy, Performance 
and Health Reform  
Katherine Kerswell, Group Managing Director 

 
SUBJECT:  Financial Monitoring 2011/12 
 
Classification:  Unrestricted 
 

 
Summary: 
 
Members of the POSC are asked to note the first quarter’s budget monitoring report for 2011/12 
which was reported to Cabinet on 19th September 2011. 
 
FOR INFORMATION  

 
1.  Introduction 
1.1 This is a regular report to this Committee on the forecast outturn for Business Strategy & 

Support Directorate and Financing Items budgets within the Corporate Services portfolios. 
 

2. Forecast Outturn 
2.1 A detailed quarterly budget monitoring report is presented to Cabinet, usually in 

September, December and March, and a draft final outturn report in June.  These reports 
outline the full financial position for each portfolio and are reported to POSCs after they 
have been considered by Cabinet.  In the intervening months an exception report is made 
to Cabinet outlining any significant variations from the quarterly report.  The first quarter’s 
monitoring report for 2011/12 was presented to Cabinet on 19th September and the 
annexes for the Business Strategy & Support Directorate and Financing Items are 
attached to this report.  
 

2.2 This is the first in-year budget monitoring report we have been able to bring to the POSC 
based on the first full quarter’s spending (April to June) report to Cabinet.  The previous 
exception report for May was not reported to Cabinet until 18th July which was after the 
July round of POSC meetings. 

 
2.3 The approved A-Z of budgets have now been realigned for the first quarter’s budget 

monitoring, to reflect the new portfolio responsibilities and new directorate structures and 
give a new starting point for the year. 
 

2.4 Revenue 
Business Strategy & Support Directorate 
2.4.1 The first quarter’s report includes the following significant variations from the approved 

budget: 
 

a) Additional income generation of £842k within Legal Services from both external and 
internal clients offset by additional spend of £100k on disbursements on behalf of 
clients and £460k on staff and other costs necessary to carry out the additional work, 
resulting in a net under spend of £282k. 

Agenda Item B2
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b) Additional spending and income of £1,500k within Information & Communication 

Technology on “pay as you go” projects, the vast majority of which are Capital 
Programmes and have therefore been budgeted for within Capital expenditure. 

c) A pressure of £268k in Finance & Procurement due to the creation of a project team to 
work on the delivery of the Enterprise Resource Planning programme, together with a 
delay in the delivery of restructure savings for a Directorate Finance team which 
transferred to BSS as part of the centralisation of support functions. This saving will 
now be delivered as part of the restructure of the whole Finance Function. 

d) Human Resources – Business Operations contains the Schools Personnel Service 
who were given an increased income target of £150k for 2011-12. However, this was 
without the knowledge that there was going to be a £300k loss of income from ELS as 
the responsibility for undertaking CRB checks and other support was delegated to 
Schools. These issues have resulted in the unit forecasting under-delivery of income 
of £228k. The unit is working hard to sell CRB checks directly to Schools and is 
looking for new market opportunities to address the shortfall. 

 
2.4.2 Management action has been put in place to manage the above variances resulting in an 

overall forecast under spend of £282k. 
 
 
Financing Items 
2.4.3 Financing Items for Quarter 1 is reporting a net variance of -£4.848m. All variances are 

explained in detail in Annex 6 attached to this report. 
 
2.5 Capital 
2.5.1 We are forecasting a break-even position for the Business Strategy & Support Portfolio.   
 
3 Recommendations 
3.1 Members of the POSC are asked to note the projected outturn for the Business Strategy 

and Support Directorate and Financing Items for 2011/12 based on the first quarter’s 
monitoring report to Cabinet. 

 
Background Documents: 
1) Cabinet 19th September 2011 – Revenue and Capital budgets, Key Activity and Risk 

Monitoring  
 
 
Officer Contact: 
Jackie Hansen 
Acting Finance Business Partner 
(Business Strategy & Support) 
Ext. 4054 
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Annex 5 

 
 

BUSINESS STRATEGY & SUPPORT DIRECTORATE SUMMARY 
JULY 2011-12 FULL MONITORING REPORT 

  
1. FINANCE 
 

1.1 REVENUE 
 

1.1.1 All changes to cash limits are in accordance with the virement rules contained within the 
constitution, with the exception of those cash limit adjustments which are considered “technical 
adjustments” ie where there is no change in policy, including: 
§ Allocation of grants and previously unallocated budgets where further information regarding 

allocations and spending plans has become available since the budget setting process. 
§ Cash limits for the A-Z service analysis have been adjusted since the budget was set to reflect 

the transfers required to reflect the new directorate and portfolio structures, the addition of 
£1.095m of roll forward from 2010-11 as approved by Cabinet on 20 June 2011, and a number 
of other technical adjustments to budget. 

§ The inclusion of new 100% grants (ie grants which fully fund the additional costs) awarded 
since the budget was set. These are detailed in Appendix 1 of the executive summary. 

 

1.1.2 Table 1 below details the revenue position by Service Unit:  
  

Budget Book Heading Comment

G I N G I N

£'000s £'000s £'000s £'000s £'000s £'000s

Finance & Business Support portfolio

Finance & Procurement 19,821 -4,648 15,173 268 0 268 Creation of ERP 

Oracle team, and 

delay of restructure 

plans

Business Strategy External Funding 0 0 0 0 0 0

HR Business Operations 8,661 -5,486 3,175 0 228 228 Under-delivery of 

increased income 

target

Total F&BS portfolio 28,482 -10,134 18,348 268 228 496

Business Strategy, Performance & Health Reform portfolio

Strategic Management & Directorate 

Support budgets

2,775 -10,459 -7,684 0 0 0

Governance & Law - Legal Services 8,293 -9,472 -1,179 560 -842 -282 £100k disbursements 
costs & income; addt 

costs & income from 

trading activities

Business Strategy 3,810 -99 3,711 0 0 0

Property & Infrastructure 26,205 -4,908 21,297 0 0 0

Human Resources 10,937 -1,692 9,245 0 0 0

Information & Communication 

Technology (incl Schools ICT)

32,124 -12,403 19,721 1,607 -1,500 107 IT pay as you go 

activitiy funded by 

income, and delay in 

restructuring CIS team

Health Reform 250 250 0 0 0

Total BSP&HR portfolio 84,394 -39,033 45,361 2,167 -2,342 -175

VarianceCash Limit
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Budget Book Heading Cash Limit Variance Comment 

  G I N G I N   

  £'000s £'000s £'000s £'000s £'000s £'000s   

                

                

Deputy Leader portfolio               

Finance - Audit & Risk 1,671 -742 929 0 0 0   

Business Strategy - International, 
Partnerships & Cabinet Office 

990 -269 721 0 0 0   

Democratic & Member Services 3,836 -3 3,833 68 -5 63 Delay on delivery of 
savings on Members' 
Services 

Local Democracy:               

 - County Council Elections 505   505 0 0 0   

 - District Grants 703   703 0 0 0   

Total DL portfolio 7,705 -1,014 6,691 68 -5 63   

                

TOTAL CORPORATE POSC 120,581 -50,181 70,400 2,503 -2,119 384   

                

Assumed Management Action:               

 - F&BS portfolio       -268 -228 -496 Fin & Proc: hold 
vacancies wherever 
possible; limit non-
staffing spend; and 
release some staff 
through VR/ER 
before 
implementation of 
restructure on 1 April 
2012.                                       
HR: Continue to 
seek further income 
generation activities 

 - BSP&HR portfolio       -107   -107 Currently 
investigating 
alternative savings to 
compensate for not 
restructuring CIS; 
and hold vacancies 
in ICT. 

 - Deputy Leader portfolio       -63   -63   

                
Forecast after Mgmt Action       2,065 -2,347 -282   

 
1.1.3 Major Reasons for Variance: [provides an explanation of the ‘headings’ in table 2] 
 

Table 2, at the end of this section, details all forecast revenue variances over £100k. Each of 
these variances is explained further below:  

 

 Finance & Business Support portfolio: 
 

1.1.3.1 Finance & Procurement 
 The £268k pressure on Finance & Procurement is due to the creation of the Enterprise Resource 
Planning (ERP) Oracle Project team, and a delay in the delivery of restructure savings, which 
transferred in to BSS directorate as part of the centralisation of support functions from one of the 
old Directorate Finance Teams, in lieu of the main restructure of the whole of the Finance 
Function. 

 

1.1.3.2 Human Resources – Business Operations 
 The Schools Personnel Service was given an additional income target of £150k for 2011-12, 
 which was felt to be achievable. However, this target was set without the knowledge that there 
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Annex 5 
 would be a £300k loss of income from ELS as a result of responsibility for undertaking CRB 
 checks and other support being delegated to schools. These two issues combined have resulted 
 in the unit forecasting an under-delivery of income of £228k. 
  
 Business Strategy, Performance & Health Reform portfolio: 
 

1.1.3.3 Governance & Law – Legal Services  
 Variances on gross spend (+£461k) and income (-£742k) reflect the additional work that the 
 function has taken on over and above that budgeted for, responding to both internal and external 
 demand. Variances of (+/-£100k) are due to increased costs & their recovery for Disbursements. 
 

1.1.3.4 Information & Communication Technology (including Schools ICT) 
 The main variances are (+£1,500k) on gross spend and income (-£1,500k) reflecting the 

 increased demand for additional IT Pay-as-you-go projects. Project demand is difficult to predict 
 during budget setting. The further variance (+£107k) is as a result of a delay in restructuring the 
 Children’s Information Service team following the decision to replace the Integrated Children’s 
System. 
 
 
 Table 2: REVENUE VARIANCES OVER £100K IN SIZE ORDER 

  (shading denotes that a pressure has an offsetting saving, which is directly related, or vice versa) 
 

Portfolio £000's Portfolio £000's

BSPHR
ICT: Information Systems costs of 
additional pay as you go activity

+1,500 BSPHR
ICT: Information Systems income 
from additional pay as you go activity

-1,500

BSPHR
Legal services cost of additional work 

(offset by increased income)
+461 BSPHR

Legal income resulting from additional 

work (partially offset by increased 

costs)

-742

F&BS

Fin & Proc: Creation of the ERP 

Oracle Project team, and delay to 

restructure savings which transferred 

in from 'old' Directorate Finance Team 

in lieu of main restructure of the whole 
of the Finance Function.

+268 BSPHR
Legal Services: increased income 

relating to Disbursements
-100

F&BS

HR: Schools Personnel Service under 

delivery of increased income 

target/loss of internal income.

+228

BSPHR
ICT: Delay in restructuring the CIS 

team following decision to replace ICS
+107

BSPHR
Legal Services: increased costs of 

Disbursements
+100

+2,664 -2,342

Underspends (-)Pressures (+)

 

 
 

1.1.4 Actions required to achieve this position:  
 

eg Management Action achieved to date including vacancy freeze, changes to assessment criteria 
etc. This section should provide details of the management action already achieved, reflected in 
the net position before assumed management action reported in table 1.  

 
1.1.4.1 Vacancy management is already in place in Finance & Procurement, Human Resources – 
 Business Operations, and ICT.  
 

Finance & Business Support portfolio: 
 
1.1.4.2 Human Resources – Business Operations 
 The following other management action has been undertaken within HR to address the under-
 delivery of the increased income target in Schools Personnel Service: reduction to the cost of Page 13
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 administering CRB checks, generating income directly from schools for CRB checks, reduced cost 
 of supplies & services, and seeking to generate additional income through more ad-hoc work.  
 
 
1.1.5 Implications for MTFP: 
 

The shortfall in Schools Personnel Service income is planned to be managed within the HR unit on 
an ongoing basis from other income generating activities.  
Similarly, the ongoing costs of ERP are expected to be managed within the Finance & 
Procurement unit in conjunction with the savings arising from the restructure of the function. This 
will be monitored throughout the year and if the pressures continue to exist following management 
action, they will be flagged as part of the 2012-15 MTFP process. 

 
 
1.1.6 Details of re-phasing of revenue projects: 
 

N/A 
 
 
1.1.7 Details of proposals for residual variance: [eg roll forward proposals; mgmt action outstanding] 
 

 This section should provide details of the management action outstanding, as reflected in the 
assumed management action figure reported in table 1 and details of alternative actions where 
savings targets are not being achieved.  

 

1.1.7.1 Finance & Business Support portfolio: 
 

i) Finance & Procurement 
In order to offset the current £268k forecast pressure, the planned management action plan is 
threefold: 

a) Hold vacancies wherever possible. 
b) Limit non-staffing spend to only business-critical activities. 
c) Release some staff who have requested voluntary redundancy/early retirement before the 

implementation of the new structure on 1 April 2012. 
 

ii) Human Resources – Business Operations 
In order to offset the current forecast pressure of £228k, the HR function will continue to seek 
further income generating activities. It is also planned that economies and efficiencies will be 
achieved through the new HR Business Centre. 
 

1.1.7.2 Business Strategy, Performance & Health Reform portfolio: 
 
Information & Communication Technology (including Schools ICT) 
The ICT function is currently investigating alternative savings to compensate for not restructuring 
CIS, which has resulted in the current forecast pressure of £107k. There is also a vacancy freeze 
in place across ICT to give capacity to deliver planned staffing savings without incurring 
redundancy costs. 

 
1.1.7.3 Deputy Leader’s portfolio: 
 
 The current forecast pressure of £0.063m is expected to be offset following a review of non-critical 

spend within Democratic Services. 
 
 
1.2 CAPITAL 
 

1.2.1 All changes to cash limits are in accordance with the virement rules contained within the 
constitution and have received the appropriate approval via the Leader, or relevant delegated 
authority.  
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The capital cash limits have been adjusted since last reported to Cabinet on 18th July 2011, as 
detailed in section 4.1. 
 

1.2.2 Table 3 below provides a portfolio overview of the latest capital monitoring position excluding PFI 
projects. 

 

Prev Yrs Exp 2011-12 2012-13 2013-14 Future Yrs TOTAL

£000s £000s £000s £000s £000s £000s

Business Strategy & Support Portfolio

Budget 15,185 12,279 5,859 3,390 2,923 39,636

Adjustments:

 - Re-phasing at Outturn -342 342 0

 - Outturn Changes -47 -47

 - Asset Modernisation 84 84

 - Transfer of Web Platform -635 -504 -1,139

 0

Revised Budget 14,161 12,201 5,859 3,390 2,923 38,534

Variance 0 0 0 0 0

split:

 - real variance 0

 - re-phasing 0

Portfolio Total

Revised Budget 14,161 12,201 5,859 3,390 2,923 38,534

Variance 0 0 0 0 0 0

Real Variance 0 0 0 0 0 0

Re-phasing 0 0 0 0 0 0

 

 
1.2.3 Main Reasons for Variance 

 

Table 4 below, details all forecast capital variances over £250k in 2011-12 and identifies these 
between projects which are: 
• part of our year on year rolling programmes e.g. maintenance and modernisation;  
• projects which have received approval to spend and are underway;  
• projects which are only at the approval to plan stage and  
• Projects at preliminary stage. 
   

The variances are also identified as being either a real variance i.e. real under or overspending 
which has resourcing implications, or a phasing issue i.e. simply down to a difference in timing 
compared to the budget assumption. 
 

Each of the variances in excess of £1m which is due to phasing of the project, excluding those 
projects identified as only being at the preliminary stage, is explained further in section 1.2.4 
below. 
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Table 4: CAPITAL VARIANCES OVER £250K IN SIZE ORDER 
 
 
 

portfolio Project

real/

phasing

Rolling

Programme

Approval

to Spend

Approval

to Plan

Preliminary 

Stage

£'000s £'000s £'000s £'000s

Overspends/Projects ahead of schedule

+0 +0 +0 +0

Underspends/Projects behind schedule

0 -0 -0 -0

0 0 0 0

Project Status

 

 
1.2.4 Projects re-phasing by over £1m:   
 

None 
 
1.2.5 Projects with real variances, including resourcing implications:  
  

N/A 
 

1.2.6 General Overview of capital programme: 
   

(a) Risks 
 

 N/A 
 
 

(b) Details of action being taken to alleviate risks 
 

  N/A

Page 16



Annex 5 
2. KEY ACTIVITY INDICATORS AND BUDGET RISK ASSESSMENT MONITORING 
 

2.1 Capital Receipts – actual receipts compared to budget profile: 
 

2011-12

Budget 

funding 

assumption

Cumulative 

Target Profile

Cumulative 
Actual 

Receipts

Cumulative 
Forecast 

receipts

£000s £000s £000s £000s

April  - June 30 769 769

July - September 1,710 5,693

October - December 2,490 5,728

January - March 3,000 8,097

TOTAL 8,538 3,000 0 8,097  
   

The cumulative target profile shows the anticipated receipts at the start of the year totalled £3.0m.  
The difference between this and the budget funding assumption is mainly attributable to timing 
differences between when the receipts are anticipated to come in and when the spend in the 
capital programme will occur.  There are banked receipts achieved in prior years which were not 
required to be used for funding until 2011-12. 

 

Capital Receipts - actual receipts compared with Property target and 

budget assumption (£000s)

0

1,000

2,000

3,000

4,000

5,000

6,000

7,000

8,000

9,000

Qtr 1 Qtr 2 Qtr 3 Qtr 4

cumulative target cumulative actual budget assumption cumulative Forecast

 

Comments: 
• The table below compares the capital receipt funding required per the capital programme this 

year, with the expected receipts available to fund this. 
• Property Group is actually forecasting a total of £8.067m to come in from capital receipts during 

the year.  Taking into consideration the receipts banked in previous years and receipts from other 
sources there is a forecast surplus of £7.251m in 2011-12.  This is due to receipts being forecast 
to be achieved during 2011-12 which are held to fund spend in future years of the programme. 

 

2011-12

£'000

Capital receipt funding per revised 2011-14 MTFP 8,538

Property Groups' actual (forecast for 11-12) receipts 8,067

Receipts banked in previous years for use 5,953

Capital receipts from other sources 1,769

Potential Surplus Receipts 7,251
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2.2 Capital Receipts – Kent Property Enterprise Fund 1: 
 

2011-12

Kent Property 

Enterprise 

Fund Limit

Cumulative 
Planned 

Disposals   

(+)

Cumulative 
Actual 

Disposals   

(+)

Cumulative 
Actual 

Acquisitions    

(-)

Cumulative   
Net   

Acquisitions (-) 

& Disposals (+)

£m £m £m £m £m

Balance b/f 12.342 12.342 -19.504 -7.162

April - June -10 12.377 12.342 -19.504 -7.162

July - September -10 14.862 0

October - December -10 15.282 0

January - March -10 15.638 0   
 

Kent Property Enterprise Fund 1 and acquisitions and disposals (£m)

-20

-15

-10

-5

0

5

10

15

20

balance b/f Qtr 1 Qtr 2 Qtr 3 Qtr 4

Property Enterprise Fund Limit cumulative planned disposals 2011-12
cumulative actual disposals cumulative actual acquisitions
cumulative net acquisitions (-) & disposals (+)

 

Background: 
 

• County Council approved the establishment of the Property Enterprise Fund 1 (PEF1), with a 
maximum permitted deficit of £10m, but self-financing over a period of 10 years. The cost of 
any temporary borrowing will be charged to the Fund to reflect the opportunity cost of the 
investment. The aim of this Fund is to maximise the value of the Council’s land and property 
portfolio through: 
§  the investment of capital receipts from the disposal of non operational property into 

assets with higher growth potential, and 
§  the strategic acquisition of land and property to add value to the Council’s portfolio, aid 

the achievement of economic and regeneration objectives and the generation of income 
to supplement the Council’s resources. 

Any temporary deficit will be offset as the disposal of assets are realised. It is anticipated that 
the Fund will be in surplus at the end of the 10 year period.  

 
Comments:  

 

The balance brought forward from 2010-11 on PEF1 was -£7.162m. 
 

A value of £4.744m has been identified for disposal in 2011-12.  This is the risk adjusted figure to 
take on board the potential difficulties in disposing some of the properties. 
 

As at the 31 July 2011 there have been no disposals. 
  

The fund has been earmarked to provide £0.197m for Gateways in this financial year. 
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At present there are no committed acquisitions to report, however forecast outturn for costs of 
disposals (staff and fees) is currently estimated at £0.173m. 
 
Forecast Outturn 
 

Taking all the above into consideration, the Fund is expected to be in a deficit position of £4.417m 
at the end of 2011-12. 

 

Opening Balance – 01-04-11 -£7.162m 
Planned Receipts (Risk adjusted) £4.744m 
Costs -£0.173m 
Acquisitions             - 
Other Funding:  
 - Gateways -£0.197m 
  

Closing Balance – 31-03-12 -£2.788m 

 
Revenue Implications 
 

In 2011-12 the fund is currently forecasting £0.011m of low value revenue receipts but, with the 
need to fund both costs of borrowing (£0.486m) against the overdraft facility and the cost of 
managing properties held for disposal (net £0.037m), the PEF1 is forecasting a £2.115m deficit on 
revenue which will be rolled forward to be met from future income streams. 

 
2.3 Capital Receipts – Kent Property Enterprise Fund 2 (PEF2): 
 

County Council approved the establishment of PEF2 in September 2008 with a maximum 
permitted overdraft limit of £85m, but with the anticipation of the fund broadly breaking even over a 
rolling five year cycle.  However, due to the slower than expected recovery, breakeven, is likely to 
occur over a rolling seven to eight year cycle.  The purpose of PEF2 is to enable Directorates to 
continue with their capital programmes as far as possible, despite the downturn in the property 
market.    The fund will provide a prudent amount of funding up front (prudential borrowing), in 
return for properties which will be held corporately until the property market recovers. 
 
Overall forecast position on the fund 

 
 

2011-12 

Forecast

£m

Capital:

Opening balance -22.209

Properties to be agreed into PEF2 -22.120

Forecast sale of PEF2 properties 19.915

Disposal costs -0.996

Closing balance -25.410

Revenue:

Opening balance -3.417

Interest on borrowing -0.952

Holding costs -0.595

Closing balance -4.964

Overall closing balance -30.374  
 

The forecast closing balance for PEF2 is -£30.374m, this is within the overdraft limit of £85m. 
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The target receipts to be accepted into PEF2 during 2011-12 equate to the PEF2 funding 
requirement in the 2011-14 budget book, and achievement against this is shown below: 

 

2011-12

Cumulative 
target for 

year

Cumulative 
actuals

£m £m

Balance b/fwd -15.1 -15.1

Qtr 1 -5.8 -15.1

Qtr 2 3.5

Qtr 3 12.8

Qtr 4 22.1  
 

Comments: 
 

• The above table shows a £15.1m deficit which is the net of a £17.6m deficit within ELS and £2.5m 
of PEF2 achieved in previous years by FSC and E&E that was not required until later years. 

• To date no properties have been transferred into PEF2.  Corporate Property and Directorates 
continue to work together to enable properties to be transferred into the fund. 

 

PEF2 target accepted into fund

-20.0

-15.0

-10.0

-5.0

0.0

5.0

10.0

15.0

20.0

25.0

Qtr 1 Qtr 2 Qtr 3 Qtr 4

£
m

Cumulative target for year Cumulative actuals

 

PEF2 Disposals 
 
To date seven PEF2 properties have been sold and five are in the process of completing.  The 
cumulative profit on disposal to date is £1.261m.  Large profits or losses are not anticipated over 
the lifetime of the fund. 
 
Interest costs 
 
At the start of the year interest costs on the borrowing of the fund for 2011-12 were expected to 
total £0.878m.   
 
Latest forecasts show interest costs of £0.952m, an increase of £0.74m.  This is because the 
latest forecast value of disposals has decreased. 
 
Interest costs on the fund are calculated at a rate of 4%. 
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FINANCING ITEMS SUMMARY 
JULY 2011-12 FULL MONITORING REPORT 

  

1. FINANCE 
 

1.1 REVENUE 
 

1.1.1 All changes to cash limits are in accordance with the virement rules contained within the 
constitution, with the exception of those cash limit adjustments which are considered “technical 
adjustments” ie where there is no change in policy, including: 
§ Allocation of grants and previously unallocated budgets where further information regarding 

allocations and spending plans has become available since the budget setting process. 
§ Cash limits have been adjusted since the budget was set to reflect the addition of £7.839m of 

roll forward from 2010-11, which includes a transfer to the Economic Downturn reserve, as 
approved by Cabinet on 20 June 2011, which has subsequently been draw down to offset the 
pressures within Specialist Children’s Services portfolio, a virement of £0.130m from the 
underspend on debt charges to offset the Commercial Services contribution within the EH&W 
portfolio because CSD are to fund two new audit posts and some outsourced work thereby 
reducing their ability to make the budgeted contribution and a number of other technical 
adjustments to budget. 

§ The inclusion of new 100% grants (ie grants which fully fund the additional costs) awarded 
since the budget was set. These are detailed in Appendix 1 of the executive summary. 

 

1.1.2 Table 1 below details the revenue position by Service Unit:  
  

Budget Book Heading Comment

G I N G I N

£'000s £'000s £'000s £'000s £'000s £'000s

Finance & Business Support Portfolio

Carbon Reduction Commitment 

Levy

1,368 1,368 0

Contribution to/from Reserves -11,245 -11,245 -963 -963

transfer of 11-12 write 

down of discount saving 
from 08-09 debt 

restructuring to reserves; 

drawdown of Insurance 

Reserve to cover 

pressure on Insurance 

fund

Insurance Fund 3,479 3,479 1,450 1,450 increase in liability claims 

forecast to be paid & 

increase in provision for 

period of time claims

Modernisation of the Council 4,038 4,038 0

Net Debt Charges (incl Investment 
Income)

124,434 -8,877 115,557 -4,534 693 -3,841

2011-12 write down of 

discount saving from 

2008-09 debt 

restructuring; re-phasing 
of capital programme in 

10-11 has provided 

savings on debt charges 

& MRP

Other 6,490 0 6,490 -1,494 0 -1,494

-£1.546m unexpected 

unringfenced grant  
increase held to offset 

pressures across 

Authority; +£0.052m 

costs of Transformation 

Programme Manager for 
Change

Total F&BS portfolio 128,564 -8,877 119,687 -5,541 693 -4,848

Cash Limit Variance
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Budget Book Heading Comment

G I N G I N

£'000s £'000s £'000s £'000s £'000s £'000s

Business Strategy, Performance & Health Reform portfolio

Contribution to IT Asset 
Maintenance Reserve

2,352 2,352 0

Deputy Leader portfolio

Audit Fees 464 464 0

Total Controllable 131,380 -8,877 122,503 -5,541 693 -4,848

Cash Limit Variance

 
 
1.1.3 Major Reasons for Variance: [provides an explanation of the ‘headings’ in table 2] 
 

Table 2, at the end of this section, details all forecast revenue variances over £100k. Each of 
these variances is explained further below:  

 
1.1.3.1 Insurance Fund 
 

 A forecast pressure on the Insurance Fund, currently estimated at £1.450m, will need to be met by 
a drawdown from the Insurance Reserve (see 1.1.3.3 below). This is due to an increase in liability 
claims forecast to be paid in year and an increase in the provision for period of time claims. These 
are claims which span a number of years and are distinguishable from claims resulting from a 
single incident on a particular date. With period of time claims, a number of successive annual 
insurance policies held by an authority are triggered/become active and this raises difficulties 
where there are varying terms across the policies and the interests of more than one insurer to 
consider. One former liability insurer for the Authority has been consulting with their legal team, 
whilst the current liability insurer has returned with conflicting advice, hence, as a precaution and 
until a legal position is established, we have increased our provision for each of our registered 
period of time claims to reflect a worse case settlement position. 

 
1.1.3.2 Net Debt Charges (including Investment Income): 
 

• There is a saving of £3.354m as a result of: 
§ deferring borrowing in 2010-11 due to the re-phasing of the capital programme and also no 

new borrowing was taken in the first quarter of 2011-12.  
§ in addition, the re-phasing of the capital programme in 2010-11 is likely to provide a saving 

on Minimum Revenue Provision (MRP) as it is likely that fewer assets became operational 
than anticipated. As reported in 2010-11, we have adopted the asset life method of 
calculating MRP. This method provides authorities with the option of applying MRP over 
the life of the asset once it is in operation, so for assets that are not yet operational and still 
under construction we effectively have an “MRP holiday”. However, once these assets do 
become operational we will incur MRP in the following year. MRP is based on capital 
expenditure incurred in the previous year and therefore cannot be calculated until the 
previous year’s accounts have been finalised and audited. This very complex calculation is 
currently being undertaken and therefore further details and confirmation of the level of 
saving will be provided in future reports.  

§ however, there is a reduced interest return on cash balances as a result of using cash to 
finance a higher proportion of capital expenditure in 2010-11 but this is more than offset by 
the savings achieved from deferring borrowing. 

 

• There is a saving of £0.487m which relates to the write-down in 2011-12 of the £4.024m 
discount saving on debt restructuring undertaken at the end of 2008-09. (£3.378m was written 
down during the period 2008-11, therefore leaving a further £0.159m to be written in 2012-13).  
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1.1.3.3 Contributions to/from reserves: 
  

• As planned, the £0.487m write down of the discount saving earned from the debt restructuring 
in 2008-09, will be transferred to the Economic Downturn reserve to offset the Icelandic 
investments impairment cost incurred in 2010-11. 

 

• At year end there will be a draw down from the Insurance Reserve to cover the pressure on 
the Insurance Fund, currently estimated at £1.450m. 

 
1.1.3.4 Other Financing Items: 
 

a) After the budget had been set we received notification of an unexpected un-ringfenced grant 
increase of £1.546m for Extended Rights to Free Travel. In light of the pressures faced by the 
Authority in the current year, we are holding this funding increase within the Finance & Business 
Support portfolio to offset pressures elsewhere across the Authority. 

 

b) There is a pressure of £0.052m relating to the Council restructure for the costs of the 
Transformation Programme Manager for Change. It was originally anticipated that this work would 
be completed by 31 March 2011 but it continued through the first quarter of 2011-12.  
 
 
Table 2: REVENUE VARIANCES OVER £100K IN SIZE ORDER 

  (shading denotes that a pressure has an offsetting saving, which is directly related, or vice versa) 
 

portfolio £000's portfolio £000's

F&BS Pressure on the Insurance Fund due 

to increase in liability claims forecast 

to be paid & increase in provision for 

period of time claims

+1,450 F&BS savings on debt charges & MRP due 

to re-phasing of capital programme in 

10-11, together with no new borrowing 

in 11-12

-3,354

F&BS Contribution to economic downturn 

reserve of 2011-12 write down of 

discount saving from 2008-09 debt 

restructuring

+487 F&BS unexpected un-ringfenced grant for 

Extended Rights to Free Travel to be 

used to offset pressures across 

Authority

-1,546

F&BS drawdown from Insurance Reserve to 

cover pressure on the Insurance Fund

-1,450

F&BS 2011-12 write down of discount 

saving from 2008-09 debt 

-487

+1,937 -6,837

Pressures (+) Underspends (-)

 

 

1.1.4 Actions required to achieve this position:  
 

eg Management Action achieved to date including vacancy freeze, changes to assessment criteria  
  
 N/A 
 
 
1.1.5 Implications for MTFP: 
 

 N/A 
 
 
1.1.6 Details of re-phasing of revenue projects: 
 

 N/A 
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1.1.7 Details of proposals for residual variance: [eg roll forward proposals; mgmt action outstanding] 
 

Currently the underspending on the Financing Items budgets is offsetting pressures elsewhere 
across the authority. 

 

 

1.2 CAPITAL 
 

 N/A 
 

 

2. KEY ACTIVITY INDICATORS AND BUDGET RISK ASSESSMENT MONITORING 
 

2.1 Price per Barrel of Oil – average monthly price in dollars since April 2006: 
 

 Price per Barrel of Oil 

 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 

 $ $ $ $ $ $ 
April 69.44 63.98 112.58 49.65 84.29 109.53 
May 70.84 63.45 125.40 59.03 73.74 100.90 
June 70.95 67.49 133.88 69.64 75.34 96.26 
July 74.41 74.12 133.37 64.15 76.32 97.30 
August 73.04 72.36 116.67 71.05 76.60  
September 63.80 79.91 104.11 69.41 75.24  
October 58.89 85.80 76.61 75.72 81.89  
November 59.08 94.77 57.31 77.99 84.25  
December 61.96 91.69 41.12 74.47 89.15  
January 54.51 92.97 41.71 78.33 89.17  
February 59.28 95.39 39.09 76.39 88.58  
March 60.44 105.45 47.94 81.20 102.86  

 

Price per Barrel of Oil
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 Comments: 
• The figures quoted are the West Texas Intermediate Spot Price in dollars per barrel, monthly 

average price. 
 

• The dollar price has been converted to a sterling price using exchange rates obtained from 
the HMRC website. 
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By: John Simmonds, Cabinet Member for Finance and 

Business  
 David Cockburn, Corporate Director, Business Strategy 

and Support  
 Andy Wood, Acting Corporate Director of Finance and 

Procurement 
  
To:      Corporate Policy Overview Committee 22nd September  
 
Subject:            Consultation on Local Government Resource Review 

(proposals for retention of business rates)  
 
Classification: Unrestricted 
 
  
Summary: 

The Government has published proposals for consultation that would enable 
local authorities to retain a share of locally-generated business rates. These 
would replace the current system under which all business rates are pooled 
nationally and then redistributed through a central formula.  

This report considers the implications of the Government’s proposals for Kent. 
It sets out:  

a)  A summary of the proposals and the Government’s rationale for 
change;  

b) The implications of the proposals for KCC’s overall resources;  

c) The implications of the proposals for economic growth in Kent; and 

e)  The process for developing a response to the Government’s 
consultation 

Members are asked to note this report and agree any issues which should be 
considered for KCC’s response.  

   

 
1. The current system and proposals for change 
 
1.1. Last year, the Government announced a review of local government 

finance and published the terms of reference for a ‘Local Government 
Resource Review’ in March 2011. As part of this Review, the 
Government launched a consultation in July on proposals to pass 

Agenda Item B3
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control of National Non-Domestic Rates (referred to as business rates) 
to local authorities.  

 
The current system 
 

1.2. At present, business rates are collected by lower-tier authorities and 
paid into a national pool (approx. £20.8bn). This pool also includes 
business rates collected centrally, an adjustment to reflect historic 
under recovery of business rates compared to the estimated tax base, 
and an accumulated deficit on the amount collected and redistributed 
from previous years which collectively reduce the overall distributable 
amount to £19 billion in 2011/12.  This is redistributed to local 
authorities through the Formula Grant together with £5.9bn of Revenue 
Support Grant (RSG) and a further £4.5bn to police authorities through 
Police Grant.  KCC currently receives about 22% of its non-schools 
budget in Formula Grant. 

 
1.3. The value of business rates collected reflects the strength of the local 

business base. However, Formula Grant is broadly distributed 
according to need to spend on services and the ability to raise Council 
Tax. There is therefore a significant imbalance between those 
authorities that are net contributors to the national pool and those that 
are net beneficiaries. At present, Kent and Medway make a relatively 
small net contribution compared to other net contributors:  

 

Kent & Medway contribution to national business rate pool, 
2011/12 

Gross business rates collected £559.8m 

Net collected after pro rata 
adjustments 

£524.7m 

NNDR reallocated through Formula 
Grant 

£457.2m 

Gross contribution £102.6m 

Net contribution £67.5m 

 
1.4. A more detailed overview of the current system is set out in Annex 1. It 

is complex, and this has led to a number of criticisms; in addition, the 
Government has criticised the system on localist grounds, taking the 
view that:  

 
a) The current system is excessively centralised and denies councils 

control over locally generated resources; and  
 
b) There is currently no financial incentive on local authorities to 

promote business growth in their areas, as they will not receive any 
of the business rate receipts from additional development (nor is 
there any financial penalty for a failure to deliver growth). 
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The Government’s proposed changes 
 
1.3. The Government’s consultation document does not propose that 

business rates are fully localised, as this would mean that some 
authorities (in generally richer areas) would make significant gains, 
while others (in generally poorer areas) would lose out.  

 
1.4. Instead, it is proposed that the new system would, in summary:  
 

a) Set a baseline for each local authority, which would apply from 
2013/14. It is proposed that this would be the 2012/13 damped 
Formula Grant, adjusted to the total Government funding identified 
for local government in Spending Review 2010 (SR 2010).  The 
Government recognises that if the deficit reduction targets are to be 
achieved it must keep spending within the SR 2010 targets. The 
subsequent technical papers have confirmed more detail and that 
baseline would be calculated on the 2014/15 SR 2010 total with an 
additional supplementary grant in 2013/14. 

 
b) Allow an element of redistribution to reflect need. The baseline 

would determine the amount of business rates that would be 
redistributed. Authorities which are expected to collect more 
business rates in 2013/14 than the baseline would pay the 
difference to central Government as a tariff. Those which are 
expected to collect less than the baseline would receive a top-up 
from the tariff pool. There may be some authorities where the 
business rates match the baseline, so no tariff or top-up would 
apply. The consultation is seeking views whether the tariffs and top-
ups should be fixed in perpetuity or up-rated each year to reflect 
inflation. The consultation also seeks views on whether the 
calculations should be reset from time to time to reflect changes in 
needs.  The tariffs and top-ups will require an assumed level of 
business rates and the consultation seeks views whether this 
should be based on a single year or the average over a number of 
years.  

 
c) Allow local authorities to retain the future growth in business rates. 

Beyond the first year, local authorities would retain the growth in 
business rates over and above the assumed level in the baseline 
calculation (plus or minus the tariff or top-up). So there would be an 
incentive for authorities to promote the growth of the business rate 
tax base, although there would be a downside for those authorities 
that experience a decline in their tax base.  

 
1.5. In addition, the consultation proposes options for a levy on local 

authorities to fund a ‘shock pot’, which could act as a form of 
‘insurance’ for authorities that experience a sudden decline in their tax 
bases or are particularly deprived. This could be important in the event 
of a major industrial closure: even with significant discounts for 
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example, Pfizer still pays around £3.4 million per year to Dover District 
Council.  

 
1.6. There are no proposals to change the amounts that businesses pay 

(i.e. the business rate remains national and uniform) and the existing 
reliefs would remain. The consultation proposes that the quinquennial 
revaluation of rateable values still takes place every five years as at 
present, and that tariffs and top-ups should be adjusted in line with the 
review.  The consultation is also proposing some simplifications to the 
billing process. 

 
1.7. Although business rate billing is carried out by District authorities, the 

Government proposes that County Councils should be allocated a fixed 
percentage share of the business rates baseline of the District Councils 
in their areas. So KCC would be subject to gain or loss against the 
baseline in the same way as the Districts.  

 
1.8. A number of technical papers have been published setting out the 

Government’s proposals in greater detail. These are listed as 
background documents along with the consultation paper itself.  A fuller 
summary of the consultation proposals are included in Annex 2. 

 
1.9. The New Homes Bonus (NHB) grant will continue as expected 

including some funding which would otherwise have been available for 
Formula Grant.  This NHB grant is due to build up over 6 years.  The 
consultation proposes that the baseline is set according to the “steady 
state” position and any surplus funds in early years would be paid as 
an additional grant. 

 
1.10. The existing arrangements that allow upper tier authorities to levy a 

supplemental business rate on larger businesses to promote economic 
development will remain (as will Business Improvement District).  The 
government is considering other measures which would promote 
economic development including the power for local authorities to 
reduce business rates bills (this would have to be financed locally) and 
the power to borrow against future tax revenues to fund infrastructure 
improvements through Tax Increment Financing (TIF).  These are 
explored in more depth in section 3.    

 
2. Implications for local government resourcing in Kent 
 
2.1. Business rate localisation presents some major issues for the 

resourcing of local government services.  
2.2. There is clearly a negative correlation between business rate revenues 

and spending needs. The areas of greatest deprivation generally exist 
alongside weak commercial markets. While each authority will be set 
its own baseline and the tariff and top-up system will set the existing 
redistribution in perpetuity (subject to any resetting), the system is 
designed to include an incentive to maximise revenue, and this only 
works if there is genuine potential for gain and loss. However, given 
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that Kent is currently a relatively small net contributor to the national 
pool and overall has seen growth in commercial development over the 
past decade, this is perhaps less of a concern than in other parts of the 
country.  

 
2.3. Within Kent, there are likely to be significant differences in performance 

at district level – so there will be considerable variation in business rate 
growth. The graph below illustrates the difference in net commercial 
property completions by district over the past ten years. Regardless of 
the efforts that are made to promote growth throughout the county, 
differences are likely to persist due to the availability of and demand for 
employment land. However, in some cases the location of a major site 
delivering business rate growth may not reflect its economic footprint: 
for example, while the future business rate gain at Ebbsfleet Valley will 
mainly be apportioned to Dartford, the costs and benefits of the 
development will extend to Gravesham as well.  

 

Net commercial floorspace completion, 2001-2010 (sq m) 
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2.4. In addition, there is the possibility that some authorities may 

disproportionately benefit or lose out due to the size of their business 
base relative to the resident population. For example, authorities with 
large amounts of business stock and high in-commuting could benefit 
over neighbouring suburban areas with high levels of out-commuting. 
Kent as a whole is relatively self-contained with limited overall out-
commuting, but there is considerable variance at district level.  

 
2.5. A solution to this problem is to pool district and county retained rates, 

thus limiting the impact of local divergences and major shocks caused 
by closures and new developments. Potentially, pooling could take 
place on a regional basis, county-wide, or within a number of sub-
county groupings (and there may be an interest from for example East 
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Kent or North Kent in this approach). KCC will need to have a dialogue 
with the districts on options for pooling.  

 
3. Implications for economic growth 
 
3.1. Business rate retention could have two potential impacts on Kent’s 

economic growth agenda: firstly, through the incentive mechanism that 
it offers, and secondly through the opportunities it presents to borrow 
against future business rate receipts to fund infrastructure.  

 
The incentive effect 
 

3.2. Government assume that retained rates will incentivise local authorities 
to promote growth, either through the planning system or through 
investment in infrastructure and business development activity that 
could produce economic gain. For example, investment in superfast 
broadband via Broadband Delivery UK will yield business growth 
(especially in rural Kent), although the specific impact of broadband 
investment on business rate growth will need to be modelled in detail. 
The Localism Bill will also include powers for local authorities to reduce 
business rates if they wish, provided the discount is locally funded. 

 
3.3. However, there are potentially negative impacts associated with strong 

business growth incentives, especially at very local level, where gains 
to one district through a particular development could mean planning 
and economic disadvantages for a neighbouring one. There may 
therefore be economic (as well as financial) benefits in pooling rates 
county-wide or across a number of districts.  

 
3.4. Any incentive to business growth will apply to Kent’s competitors for 

investors just as much as it will do to us, and rate retention may lead to 
increased competition for mobile investment. Kent is relatively well 
placed to respond to this, given KCC’s long-standing commitment to 
support for inward investment via Locate in Kent, which last year 
helped to secure around 2,500 jobs in the county.  

 
3.5. Some caution should be exercised in considering the economic effect 

of retained business rates however. While the Government’s proposals 
do create a stronger financial incentive for local authorities to promote 
business growth, the issue in relation to many major sites is market 
demand, rather than constraints on supply. 

 
Opportunities to borrow against future receipts 

 
3.6. Kent has a number of locations with the potential for significant 

business expansion, notably in Kent Thameside and at Ashford. 
However, in some cases, the need for significant investment in 
infrastructure is a constraint on the ability to bring forward employment 
sites. This has become an increasing concern given the sharp 
reductions in the availability of central government capital investment 
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previously made available through sources such as the Thames 
Gateway Programme and Growth Areas Fund.  

 
3.7. Tax increment financing enabled by business rate retention could 

provide a mechanism for funding business critical infrastructure on key 
sites. KCC has undertaken preliminary work on the opportunities that 
this may present at key sites including Ebbsfleet Valley and Kings Hill 
and this could be reviewed further. TIF would be more risky than other 
forms of prudential borrowing as the authority would still be liable to 
finance debt even if the infrastructure improvements do not stimulate a 
growth in business rates.   

 
4. General conclusions 
 
4.1. There are a number of positive aspects to the consultation. In 

particular, the proposed model is clearer and gives a stronger incentive 
than the former Local Authority Business Growth Incentive (LABGI) 
scheme, and would mean less reliance on Government grants 
(something we have consistently been seeking). In addition, the 
proposals strike a compromise between full local rate retention and the 
need to ensure funding for local services in areas with weak business 
bases.  

 
4.2. However, the proposals do present a challenge to KCC in ensuring a 

mechanism to mitigate local shocks and excessive local competition 
and in ensuring consistent business growth above the baseline, which 
will have implications for planning and economic development policy. 
We may also wish to give greater consideration to gaining a better 
understanding of the county’s major rate paying firms as the proposals 
do nothing to address the criticism that there is no link between the 
amount businesses pay in local tax and levels of service. 

 
4.3. We have a concern that the proposals crystallise the existing 

allocations based on the much criticised floor block model and we 
would rather the redistribution be based on an equitable model which is 
widely supported and understood.  The proposal to set the baseline on 
damped allocations goes someway to addressing the issue but it is far 
from ideal.   

 
4.4. There are also a number of contradictions within the proposals which 

need to be addressed e.g. the Government says that there should be 
no cap on the amount of business rate growth which can be retained 
but elsewhere under the shock pot they are considering what in effect 
is a cap.  The consultation also has not taken the opportunity to 
consider more radical changes to business rates in light of the clearly 
inverse correlation between the tax raised and the need to spend on 
services (other than cementing the existing redistribution).  
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5. Responding to the Government’s consultation 
 
5.1. The consultation period closes on 24 October.  The purpose of this 

report is for POSC members to identify any issues which should be 
addressed in KCC’s response.    

 
5.2. It is envisaged the final response will be agreed with Cabinet Members 

in order to comply with the consultation deadline.  
 
 
6. Recommendations 
 
6.1 Corporate POSC Members are asked to note the content of the 

consultation and agree any issues which should be addressed in 
KCC’s response. 

 
 
Contact:  
Dave Shipton      Ross Gill 
Acting Head of Financial Strategy   Economic Strategy & Policy 
Manager 
Finance & Procurement    Business Strategy 
Business Strategy & Support    Business Strategy & 
Support   
01622 694597      01622 221312 
Dave.shipton@kent.gov.uk    Ross.gill@kent.gov.uk 
 
Background Papers 
Terms of Reference for the Review:  
http://www.communities.gov.uk/documents/localgovernment/pdf/1913801.pdf 
 
Government Consultation Paper 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewb
usinessrates 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewp
lainenglish 
 
Technical Papers 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpapers 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper1 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper2 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper3 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper4 
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http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper5 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper6 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper7 
http://www.communities.gov.uk/publications/localgovernment/resourcereviewt
echnicalpaper8 
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Annex 1 
Overview of the Current System 

Local authorities receive funding through three main sources: 

• Council Tax 

• Government Grants (this includes general grants and specific ring-fenced 
grants) 

• Locally generated income such as fees & charges and contributions from 
other agencies 

 
On average councils receive over 50% of their funding from central 
government grants.  KCC receives just over 31% of its funding (excluding 
schools) in grants, the majority of which (70%) is Formula Grant.  Grants are 
funded from departmental budgets approved as part of the Spending Review.  
In the case of Formula Grant in 2011/12 nationally £19bn is financed from 
redistributed Business Rates, £5.9bn is funded from Revenue Support Grant 
(RSG), and a further £4.5m is allocated to police authorities as Police Grant. 
 

Business rates are collected by lower tier authorities and paid into a national 
pool.  The business rates are largely determined on a national basis with each 
property allocated a rateable value by the Valuation Office Agency.  The 
rateable values are updated every five years and should represent the annual 
rent that a tenant would be willing to pay on the open market. 
 
In addition to the business rates collected locally there are a number of 
properties classified on the central list such as utility companies.  Business 
rates for these properties are collected directly by DCLG and paid into the 
pool.  The final distributable amount is recalibrated to reflect historic over 
estimates of the amount that can be collected and adjusted for any 
accumulated surplus or deficit from previous years.  Table 1 below shows the 
calculations used for the 2011/12 Local Government Finance Settlement. 
 

Table 1 – Determination of Distributable 
Amount 

2009/10 
Outturn 
£m 

2010/11 
Estimate 
£m 

2011/12 
Estimate 
£m 

Local List    

  Notional gross yield (based on taxbase x 
multiplier) 

22.463 22.929 24.262 

  Less reliefs 2.330 2.554 2.577 

  Less collection costs and other adjustments 1.091 0.826 0.840 

Net Yield from Local Lists 19.042 19.550 20.845 

    

Central List 1.182 1.167 1.167 

Recalibration  -0.586 -0.625 

Accrued Surplus/Deficit -1.625 -0.900 -2.284 

Combined Total 18.600 19.216 19.102 

    

Distributable Amount (used for settlement) 19.500 21.500 19.000 

    

Surplus/Deficit -0.900 -2.284 0.102 
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This table shows that up until 2010/11 the distributable amount (the amount 
allocated to local authorities through the Formula Grant) had been more than 
the actual business rates collected (after reliefs, costs of collection and other 
adjustments) and that in the 2011/12 settlement there is a large reduction for 
the accrued deficit.  In future years there will be a larger amount of business 
rates available to distribute and it is likely that the total will exceed the overall 
amount for local government identified in the Spending Review.   
 

The rate multiplier (pence in the £ charged on the rateable value) is 
determined by legislation which includes an annual uplift based on RPI with a 
revision every 5 years in line with the quinquennial review of rateable values 
to ensure that the overall yield remains the same in real terms before and 
after the review.  There are a range of reliefs available for particular 
occupants e.g. charities, small businesses, etc. as well as transitional reliefs 
to limit the impact of the 5 year review.  
 

We have calculated that in 2011/12 Kent (including Medway) was a gross 
contributor to the pool to the tune of £103m with a total of £560m collected 
and paid into the pool and £457m paid out through Formula Grant.  Kent is a 
net contributor of £67.5m after reflecting the national adjustments (see below).  
In proportionate terms this makes Kent one of the smallest of the net 
contributors. 
 

A list of all the gross and net contributors and beneficiaries from the current 
arrangements for 2011/12 is shown in table 2 below.  This reflects the latest 
estimates which are lower than the estimates used in the Local Government 
Finance settlement (and thus vindicate the recalibration introduced into the 
settlement for the first time this year).  It should be noted that the amounts 
collected by local authorities never equals the amounts allocated through 
Formula Grant because of business rates collected directly by HM Treasury 
(the Central List) and various other adjustments at a national level including 
surpluses/deficits from previous years. 
 
The Local Government Finance settlement is usually announced provisionally 
in November and finalised in January.  From 2008 there was a three year 
settlement which increased predictability significantly.  The last major change 
to the Formula Grant system was introduced in 2006 when the four block 
model replaced the SSAs.  This model has been widely criticised as it 
allocates resources according to relative rather than absolute need and is 
incredibly opaque (it has been suggested this was deliberate to enable 
allocations to be manipulated other than according to need).  The damping 
mechanisms mean that the four block formula has never been fully 
implemented.   
 
The consultation is not proposing any changes the way rates bills are 
calculated or paid.  Properties would still be valued by the Valuation Office 
Agency and the multiplier set nationally.  In effect this means that business 
rates are still a national tax even though its is collected and spent locally. 
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Table 2 - Regional Analysis 

of Business Rates Collected 

and Allocated in Formula 

Grant

NNDR 

Collected

NNDR in 

Formula 

Grant

Gross 

Contributor/

Recipient

NNDR 

Collected 

Scaled to 

£19bn

Net 

Contributor/

Recipient

£m £m £m £m £m

South West Combined 1,016.089 1,012.733 3.356 952.460 -60.273

Larger Dorset 220.459 160.760 59.699 206.654 45.894

Wiltshire Unitaries 227.070 147.226 79.844 212.851 65.625

Gloucestershire 188.032 147.950 40.082 176.257 28.307

Larger Hampshire 638.769 466.235 172.534 598.769 132.534

Thames Valley Combined 977.198 508.363 468.835 916.005 407.642

Sussex Combined 497.757 382.310 115.447 466.587 84.277

Larger Kent 559.755 457.186 102.569 524.703 67.517

Surrey 436.498 180.078 256.420 409.164 229.086

Bedfordshire Unitaries 191.598 180.878 10.720 179.600 -1.278

Hertfordshire 451.756 231.482 220.274 423.467 191.985

Larger Essex 583.667 448.030 135.637 547.118 99.088

Larger Cambridgeshire 324.478 214.818 109.660 304.159 89.341

Suffolk 216.218 194.957 21.261 202.678 7.721

Norfolk 231.124 269.742 -38.618 216.651 -53.091

West Mercia Combined 348.743 333.064 15.679 326.904 -6.160

West Midlands Mets 891.635 1,373.888 -482.253 835.800 -538.088

Warwickshire 217.320 120.679 96.641 203.711 83.032

Larger Staffordshire 325.633 322.511 3.122 305.242 -17.269

Northamptonshire 266.150 185.139 81.011 249.484 64.345

Larger Leicetershire 313.086 313.266 -0.180 293.481 -19.785

Larger Derbyshire 255.290 329.902 -74.612 239.304 -90.598

Larger Nottinghamshire 306.581 394.905 -88.324 287.382 -107.523

Lincolnshire 180.530 224.098 -43.568 169.225 -54.873

Cheshire Unitaries 398.560 277.448 121.112 373.602 96.154

Merseyside Mets 384.839 771.356 -386.517 360.740 -410.616

Greater Manchester Mets 972.103 1,230.666 -258.563 911.229 -319.437

Larger Lancashire 402.725 547.577 -144.852 377.506 -170.071

Cumbria 169.909 176.749 -6.840 159.270 -17.479

South Yorkshire Mets 380.328 602.827 -222.499 356.512 -246.315

West Yorkshire Mets 728.577 896.345 -167.768 682.953 -213.392

Humberside Unitaries 299.712 364.306 -64.594 280.944 -83.362

Larger North Yorkshire 264.742 193.650 71.092 248.164 54.514

Cleveland Unitaries 179.902 267.217 -87.315 168.636 -98.581

Durham Unitaries 133.244 255.328 -122.084 124.900 -130.428

Northumbria Combined 440.079 690.478 -250.399 412.521 -277.957

Greater London 5,666.939 4,142.553 1,524.386 5,312.069 1,169.516

Total 20,287.098 19,016.700 1,270.398 19,016.700
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Annex 2 
Summary of the Consultation Proposals 
 
The new proposals include the following components: 

• Establish a baseline for each authority 

• Determine a series of top-ups and tariffs to equalise the difference 
between business rates collected/retained locally and baselines 

• Provide an incentive effect in future years to enable individual authorities 
to retain a significant proportion of business rates’ increases 

• Introduce a levy to recoup any disproportionate increases from individual 
authorities – any proceeds could be used as a “shock pot” to assist 
authorities with declining business rates (or low growth)  

• Make adjustments to the baselines for the quinquennial review of rateable 
values (next due in 2015) 

• Options for resetting the baseline on a periodic basis 

• Options for pooling   
 
Setting the Baseline 
Under the proposals the government intends to set a baseline to apply from 
2013/14 which in total is consistent with the amounts identified in the 
Spending Review 2010.  This immediately presents a challenge as the 
anticipated yield from business rates in 2013/14 and 2014/15 is more than the 
control totals for local government.  The consultation proposes that any 
excess would be set aside to finance other grants to local government 
(including the anticipated growth in New Homes Bonus).  For reasons that are 
not adequately explained the proposal is that the baseline for both years is set 
on the lower 2014/15 control total and the difference in 2013/14 would be paid 
as either RSG or un-ringfenced grant 
 
Whilst this might seem somewhat unfair it is a previously identified 
consequence of SR2010 that as reductions in funding for local government 
roll out there would have been no RSG within Formula Grant and there would 
have been a surplus from business rates to replace other grants.  The 
consultation is suggesting from 2015/16 there could be a realignment of local 
authority functions and responsibilities to more closely match business rates 
income (in other words additional responsibilities could be placed on local 
authorities with a potential mismatch between the need to spend and amount 
of finance raised). 
 
A detailed technical paper on setting the baseline was published on 19th 
August (in total there are 8 technical papers on various aspects of the 
proposals published in August and at the time of writing this report their full 
impact was still being analysed). 
 
The consultation proposes that the 2013/14 baseline for each authority should 
be the 2012/13 Formula Grant adjusted to the relevant control totals.  The 
consultation seeks views on this approach together with options for the 
adjustment using either a simple pro rata or a slightly more refined approach 
to incorporate technical updates to the formula.  The consultation favours 
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using the damped Formula Grant allocations in the baseline to preserve 
stability of funding for individual authorities.      
 
Tariffs and Top-ups 
These will be necessary to adjust the amounts collected through business 
rates to reflect the baseline.  Those authorities which are expected to collect 
more business rates in 2013/14 than the baseline would pay the difference to 
central government as a tariff.  Those which are expected to collect less 
would receive a top-up from the tariff pool.  There may be some authorities 
where business rates match the baseline and thus no tariff or top-up would 
apply. 
 
The tariffs and top-ups could be uprated each year.  The simplest option is to 
use RPI (which would be consistent with the uplift in the rate multiplier each 
year).  Alternatively the tariff and top-up could be fixed in perpetuity.  This 
would provide an incentive to promote business growth but could be 
detrimental to authorities with a low tax base and high needs e.g. Merseyside.  
The consultation seeks views on these options and more detail is included in 
the fifth technical paper. 
 
The tariffs and top-ups will require an assumed level of business rate income.  
This could be based on one year’s collection or an average of several years.  
It could also be adjusted for unusual circumstances.  Measuring business 
rates for the baseline is covered in the second technical paper including 
options in two tier areas where a split between authorities will have to be 
established. 
 
What is not clear is what would happen in 2013/14 if the business rates 
collected are more than the assumed amounts for the baseline.  The 
government could retain any surpluses to fund other grants to local 
authorities, or if there scope for individual authorities to retain some business 
rate growth in 2013/14 over and above the SR2010 totals (this seems 
unlikely!).  It is also not clear who bears the risk if collection rates are less 
than anticipated. 
 
Incentive Effect 
After the first year there would be an inbuilt incentive for authorities to 
promote growth in the business rate taxbase as they would keep the growth in 
excess of the assumed level in the baseline calculation. Of course there is a 
downside for authorities who experience a decline in their taxbase as they 
would have less funds available after taking account of the tariff/top-up.   
   
Levy to recoup disproportionate increases 
The consultation confirms there would be no cap on the amount of business 
rate growth which can be retained (something we welcome?).  However, the 
consultation is suggesting options to impose a levy to fund a shock pot.  
 
The options for the levy include a flat rate in the pound for all authorities, a 
banded approach for all authorities so that those with a higher taxbase pay a 
higher rate in the pound but the levy would still apply to all authorities or a 
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third option would to allow each authority to retain a certain proportion of their 
growth against the baseline.  The first two options are a sort of insurance 
scheme, the latter a profit share scheme (although how this is not a cap is not 
explained!).  More detail on the levy is included in the fifth technical paper. 
 
The consultation also considers the relationship with the Renewable Energy 
commitment to ensure that authorities receive the full benefit of business rates 
from these projects and it is proposed these businesses be discounted from 
the levy calculation.  Renewable energy is covered by the eighth technical 
paper.  
 
The consultation also considers how the proceeds of the levy should be 
applied.  It proposes that some should be used to manage “significant 
negative volatility” (those authorities who suffer a decline in business rates 
due to appeals, property revaluations or business closures).  The remainder is 
proposed to be available to protect authorities with high spending needs and 
low business rate growth (deprived areas).  The application of these safety 
nets is covered in the sixth technical paper. 
 
Adjusting for Revaluation 
The amounts businesses pay is not proposed to change and thus there could 
be significant volatility every 5 years following the quinquennial review of 
rateable values.  The consultation is suggesting that the tariffs and top-ups 
should be adjusted in line with the review to ensure that individual authorities 
do not gain or suffer from changes in the relative economic prosperity of 
different areas (the stated objective of localising business rates is to 
incentivise authorities to increase the local taxbase).  
 
Businesses will continue to be entitled to transitional reliefs following the 
review of rateable values to keep changes manageable.  The consultation 
proposes that the impact of transitional reliefs will be stripped out to prevent 
individual authorities gaining or suffering.  The impact of revaluations and 
transitional reliefs is covered in the seventh technical paper. 
 
Resetting the System 
The consultation proposes that from time to time the baselines will need to be 
reset to ensure the redistribution reflects current needs.  The consultation 
suggests this could either be done on an hoc basis or could be based on a 
fixed period.  The consultation recognises that the longer the period the 
greater the incentive for business rate growth but a shorter period would 
enable greater flexibility to address the apparent mismatch between business 
rate income and spending needs.  The consultation also considers options for 
a full or partial reset.  
 
Pooling 
The consultation leaves open the option for local authorities to voluntarily 
group together to form a pool.  Pooling is seen as advantageous where 
authorities can act collaboratively to promote business growth and to manage 
fluctuations in business rates over a wider area.  
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The consultation particularly recognises the logic for districts to pool with their 
counties in two tier areas.  The consultation is suggesting that a district would 
be precluded from pooling outside its county area or at least would have to 
get the county’s consent to entering a pool outside the county area. 
 
The arrangements for sharing business rates growth between counties and 
districts are not specifically covered in the consultation and are covered in 
third technical paper.  This will be a key issue in two tier areas. 
 
The consultation is proposing that police and fire authorities would not be 
included in the localisation of business rates as they play a lesser role in 
promoting business growth.  Funding levels for 2013/14 and 2014/15 would 
be guaranteed as per SR2010 (and therefore presumably would be reflected 
in the tariff/top-up calculation although this isn’t explicit in the paper).  The 
future arrangements for police and fire authorities are also included in the 
third technical paper. 
    
New Homes Bonus 
This was a new grant introduced in 2011/12 to reward authorities for 
approving new homes.  The government set aside £200m in 2011/12 (all of 
which was allocated) and £250m for each of the following 3 years.  The NHB 
grant is scheduled to increase in each of the next 6 years and it was clear that 
any shortfall would be top-sliced from funds that would otherwise have been 
available for Formula Grant.    
 
The consultation proposes that this underwriting of NHB grant from business 
rates would be retained under the new arrangements through the top-ups and 
tariffs arrangements as if the top slice from Formula Grant had remained.   
The consultation is suggesting that this adjustment should be based on the 
stable state after the NHB grant has been fully established.  Any surplus in the 
early years of the NHB grant would be paid to authorities as RSG or other 
general grant. 
 
Academies 
Within the 2011/12 Local Government Finance settlement £148m was top 
sliced nationally from Formula Grant in 2011/12 (and £265m in 2012/13) to 
reflect the central services elements of spending on schools transferring to 
academies.  The consultation recognises this top slice will need to be 
reflected in the new arrangements but has no firm proposals. 
 
Central List 
Not all properties are included on local lists and business rates for those not 
included are not collected by local authorities (they are collected centrally by 
DCLG).  Properties on the central list include utilities.  In total over £1.1bn is 
raised through the central list towards the £19bn of business rates included in 
the Formula Grant settlement for 2011/12. 
 
The consultation is not proposing any change to the central list and business 
rates from these properties would still be collected directly by DCLG.  The 
consultation refers to the spending totals for the last two years for local 

Page 40



government as set our in SR2010 are less than the anticipated yield from 
business rates.  
 
Administration of Rates 
The consultation suggests a number of simplifications to the administration of 
business rates including publishing information online rather than in print, 
multi year billing and offsetting refunds.  The existing reliefs on business rates 
would be retained and allowance to cover discretionary reliefs would be 
included in the tariff/top-up calculation.  Administration of business rates is 
covered in the fourth technical paper. 
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By:  Roger Gough, Cabinet Member for Business Strategy and Support  
 David Cockburn, Corporate Director Business Strategy and Support   
 
To:  Corporate Policy Overview and Scrutiny Committee  
 
Subject:  Property and Infrastructure Support Restructuring Update  
 
Classification: Unrestricted  

 
 
1.  Introduction  
 
1.1 The purpose of this report is to keep POSC informed of the progress 

being made in respect of the Property and Infrastructure Support (P&IS) 
Restructure. 
 

1.2  On the 4th April 2011, a number of property related functions were 
centralised within the P&IS division of Business Strategy and Support 
alongside the implementation of the Corporate Landlord model for 
property management.  
 

1.3 The centralisation of property functions will enable processes to be 
streamlined, reduce duplication and a number of efficiencies to be 
achieved through aggregating individual contracts and services.  

 
1.4  Moving forward, P&IS will have a critical role to play in underpinning the 

delivery of the Bold Steps for Kent and aims to achieve this by:  
 

- Delivering first class professional property services  
 

– Providing property leadership and working with our public/private 
sector partners to utilise the estate more effectively 
 
– Input from P&IS to ensure informed policy making and to enable 
commissioners of services to make informed decisions 
 
– Maximising value through the effective management of the estate  

 
– Effective delivery of capital projects/maintenance programmes, to time 
and to budget, ensuring that the Authority fulfils its statutory 
responsibilities  
 
– Ensuring services are cost effective, provide value for money and are 
centred around the customer 

 
– Restructuring the function to meet future needs 

 
– Use of buildings and asset rationalisation  
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1.5  Property savings allocated through the MTP amount to £5.1 million over 

the next two years with a further savings targeted for 2013/14.  Following 
the centralisation of property, there are 199 members of staff currently 
within the P&IS function.    As part of the restructuring every effort is 
being taken to ensure that P&IS operates as efficiently as possible and it 
is expected that there will be a 20%-25% reduction in staff. 

 
 
2.  Progress to date  
 
2.1  The P&IS restructure is being undertaken in two phases. Phase 1 

focuses on the two top tiers of Senior Management and Phase 2 which 
will affect all the remaining staff.  On the 31st May 2011, a Phase 1 
consultation was started on proposals for a new senior management 
structure and the re-alignment of the various functions into four key 
areas as set out below:  

 

• Asset Development and Commissioning  

• Estates Management  

• Capital Programme Delivery  

• Operational Services  
 
See appendix A for diagram setting out the functions.  

 
2.2  The Phase 1 consultation ended on the 30th June 2011 and proposals 

were implemented on the 1st August. The senior management team is 
now in place and an interim holding structure for the rest of the staff 
group introduced.  As a result of these proposals, the top management 
structure was reduced from three tiers to two and saw a reduction of 3 
senior managers.  The new senior leadership’s team in P&IS are:  

 

• Asset Development and Commissioning  - Nigel Brown 

• Estates Management (interim) - Mark Cheverton  

• Capital Programme Delivery  (interim) - Karen Millar  

• Operational Services  - Terry Whitlock  
 
The interim roles will be advertised along with any unfilled positions as 
part of the Phase 2 restructure in the New Year.  

 
2.3  Alongside this a separate consultation exercise was undertaken in 

relation to the CFE business support unit which will close at the end of 
September 2011.  As part of the ELS restructuring proposals, the ELS 
Capital Premises and Development Team transferred to P&IS on the 1st 
September and will also be picked up as part of the Phase 2 proposals.  
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3. Next Steps 
 
3.1  The final Phase 2 structures are currently being finalised and the 

timetable for moving forward is as follows:  
 

Property and Infrastructure Support  

Proposed Structure Finalised  23rd September 2011 

Start  consultation with staff on detailed 
proposals 

w/c 26th September 2011 

Consultation Ends (90 days)  End  December 2011 

Review comments, make amendments  January 2012 

Implement Proposals  End January/ February 2012 

 
3.2 As part of the consultation process staff will have the opportunity to 

express an interest in voluntary redundancy.  Once consultation is 
complete, final decisions on voluntary redundancies will be made along 
with decisions on which staff “slot” to posts in the new structure, having 
applied the usual HR process.   

 

4.     Recommendation  
 
        Corporate POSC is asked to NOTE current progress in the delivery of 

the Property and Infrastructure Support Restructuring and the Next Steps 
 

 
 
Appendices  
 

• Appendix A  -  Property and Infrastructure Support New Structure 
Phase 1  

 
Background Documents  
 

• None  
 
Contact Officer:  
Rebecca Spore  
Property and Infrastructure Support, BSS  
01622 221151 
rebecca.spore@kent.gov.uk  
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By: Roger Gough, Cabinet Member for Business Strategy, Performance 
& Health Reform 

 
 David Cockburn, Deputy Managing Director, Corporate Director of 

Business Strategy and Support 
 
To: Corporate Policy Overview & Scrutiny Committee – 22

nd
 September 

2011 
 
Subject:  Community Right to Challenge 
 
Classification: Unrestricted 
 

 

Summary: Corporate POSC Members are asked to NOTE the national proposals 
for the community ‘Right to Challenge’ and the potential implications for 
Kent’s public services. 

 

FOR INFORMATION 

 

1. INTRODUCTION  

1.1 The community ‘Right to Challenge’ is one of three key mechanisms set out in 
the ‘Localism Bill’ which is currently proceeding through the House of Lords. The 
Bill introduced three new community ‘rights’, which come into effect from April 
2012, are inherently interlinked: 

 

a) A Right to Provide: The ‘Right to Provide’ will allow public sector staff to 
“spin off” their particular service from public bodies and to operate as a social 
enterprise or other arms length vehicle such as a co-operative or mutual trust.  
The ‘Right to Challenge’ will be the mechanism by which the ‘Right to Provide’ 
will be managed.  

 

b) A Right to Challenge: The ‘Right to Challenge’ will open up more public 
services (not decision-making functions) to challenge from interested parties 
including parish councils, community groups and charities. Should a 
challenge be accepted, this then triggers a procurement exercise.  

 

c) A Community Right to Buy (Assets of Community Value): The 
Community ‘Right to Buy’ will establish a 'listing' system ran by local planning 
authorities of assets (both public and private) considered to be of community 
value. Importantly, it does not require the sale of an asset to a community 
group but merely the provision of time (a defined 'window of opportunity') for 
interested community groups to prepare a bid for consideration.  

 

2. POLICY CONTEXT 

2.1 The way we provide public sector services are fundamentally changing. The 
financial deficit, spending cuts and restructuring mean the public sector is 
shrinking and we can no longer afford to provide services in the same way.  

 

Agenda Item B5

Page 47



 

2.2 The Coalition Government is advocating the Big Society as a catalyst for public 
service reform. The ambition is for public services to be open to a more diverse 
range of providers – not just the private sector, but increasingly voluntary, 
community and social enterprise (VCSE) organisations - creating innovative new 
options for services that were once solely the domain of local authorities.   

 
2.3 The Government’s direction of travel has evolved over time, beginning with ‘The 

Coalition Programme for Government’, and progressing a gradual shift in policy 
proposals as the difficulty of navigating legal restrictions on procurement  and 
commissioning processes (particularly EU) emerged. The ‘Modernising 
Commissioning Green Paper’ (December 2010) indicated the Government’s 
support for the creation and expansion of mutuals, co-operatives, charities and 
social enterprises, and enabling these groups to have much greater involvement 
in the running of public services.  

 
2.4 ‘Localism Bill’ 

The policy direction was further strengthened by the Localism Bill’s outline 
statutory framework for the three community ‘rights’ for Right to Provide, 
Challenge and Buy, (December 2010). The Government consulted widely on the 
proposals. KCC has responded to the national consultation and will make sure 
our own process fits with the national scheme. The Bill includes a number of 
powers to specify further detail underpinning the ‘Right to Challenge’ in 
regulations of which the detailed secondary legislation is not expected to be in 
place until Spring 2012.  KCC is currently lobbying for the early publication of 
regulations relating to the ‘Right to Challenge’. The timescale for the Localism Bill 
is included in Section 7.  

 

2.5  ‘Open Public Services White Paper’  
The Government’s sustained commitment to this policy agenda was evident in 
the ‘Open Public Services Paper’, published in July 2011, following a long delay. 
It was widely suspected to be a back-track from earlier suggestions about 
opening up public services to the private sector. However choice and competition 
remained key principles of the White Paper, which was a confirmation of previous 
Localism policies, including: 
 
a) Opening up services to new providers in the VCSE sector – David Cameron 
says that “diversity should be the default position in public services” 
b) Communities, charities & employee-owned mutuals being able to bid to run 
public services in different ways 
c) Encouraging Joint Ventures with the private sector – particularly promoting not-
for profit organisations and ventures with social aims forming joint ventures with 
the private sector – however the reality of the barriers of EU procurement 
processes remains. 
d) Local Government with a role as the “Guarantor of Standards” 

 
The Government’s Cabinet Office is still consulting on the procurement issues 
associated with opening up public sector provision, and working to resolve them.  

 

2.6 ‘Bold Steps for Kent’ 
KCC’s medium term plan, ‘Bold Steps for Kent’ clearly outlines Kent’s ambition to 
“put the citizen in control” and to improve how KCC procures and commissions 
services (a priority in ‘Delivering Bold Steps’), anticipating the Government’s 
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direction of travel within the subsequent ‘Localism Bill’ and ‘Open Public Services 
White Paper’. 

 
2.7 ‘Bold Steps’ set out a vision “to develop a new model for the delivery of public 

services in Kent” by radically rethinking KCC’s approach to the design and 
delivery of services. In short, the Council must choose to either ‘make’, ‘buy’ or 
‘sell’ services”. Priority outcomes in ‘Bold Steps’ to support this vision include: 
 
a) “We want to put power in the hands of residents so they have the opportunity 
to shape how services are provided to them and their local communities” 
b) “We want to make it easier for voluntary organisations and community groups 
to deliver our services” 
c) “We will gain maximum commercial value from our services” 
d) “We will drive efficiency through a new focus on competition and market 
testing” 
 

2.8  ‘Bold Steps for Kent’ indicated KCC’s ambition to become a strategic 
commissioning authority. This will increasingly result in KCC moving from direct 
(“in-house”) provision of services to more commissioned services (opening up 
services through procurement exercises to a wider range of providers) and 
encouraging new models of delivery.  

 
2.9 ‘Bold Steps’ also suggested a Right to Bid process to give staff an opportunity to 

put forward a bid to provide a KCC service as a social or commercial enterprise, 
if they believe it would make the service more efficient, effective and competitive. 
This proposal has effectively become the ‘Right to Challenge’, which will be 
subject to the national regulations from April 2012.  

 

3. RIGHT TO CHALLENGE 

3.1 The ‘Right to Challenge’ will encourage interested parties to put in proposals to 
‘bid’ for public services via an open procurement exercise. Effectively it 
introduces a new 'expression of interest' (EOI) stage at a pre-determined number 
of weeks before formal procurement of a service can begin, allowing community 
groups, charities and staff to express an interest in running a service and then 
utilise the time period between the 'expression of interest' and formal 
procurement starting to develop their alternative delivery vehicle. The outline 
national process (featured in the Government consultation) is summarized in the 
diagram below: 
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3.2 The diagram demonstrates several key stages of the process: 

(1) Public bodies will be able to specify ‘windows’ (periods of time) in which to 
receive EOI’s. Once the EOI’s are received, the public body is required to 
assess the applications based on national criteria.  

(2) There are 3 options for decision, defined in national regulation: 

a) Accept – application proceeds to standard procurement exercise 

b) Accept with modification – public body can request further 
development or evidence to support the application (e.g. proof of 
financial sustainability) 

c) Reject – there will be national criteria on why an application can be 
rejected (e.g. frivolous or vexatious applications). 

(3) If the public body accepts with modification or rejects an Expression of 

Interest, it must publish the reasons for its decision. The ‘Open Public Services 

White Paper’ has also introduced recourse to an ombudsman for any interested 
party with an objection to the public body’s decision to reject.  
 

3.3 The detailed Secondary Legislation will specify exactly how the process is 
expected to work in practice. However the publication of the national consultation 
responses, and recent debates in the House of Lords indicate that Local 
Authorities may get some discretion over issues such as which services are 
“challengable”, and power to specify time periods in the process e.g. time 
between receiving EOI’s and deciding whether to accept or reject them.  

 

4. ANALYSIS  

4.1  KCC embraces the concept of the ‘Right to Challenge’, and supports the 
principles of the ‘Localism Bill ‘and ‘Open Public Services White Paper’ to open 
up public services, which compliment KCC’s policy direction in ‘Bold Steps’. 
However, there are several limitations with the emerging process, and 
implications for Kent. 

 

4.2 Demand Led vs. Programmed Approach 
o Two fundamental options were set out in the consultation process for Right to 

Challenge:  
(1) Publish Expressions of Interest (EOI) as part of the commissioning / 
procurement framework for all commissioned and procured services; or  
(2) Accept EOI as and when received from relevant parties and consider each 
on merit  

o Both options create issues. There is unknown demand and appetite for ‘Right 
to Challenge’ amongst potential interested parties, and there will be cost and 
bureaucracy required to publish a Contracts & Grants Register and EOI for all 
services to fulfil the national requirements for Option 1.  

o However, if KCC followed a demand led process, services could be ‘picked 
off’ in isolation leading to a less strategic approach and time and effort spent 
reacting to an unknown burden of EOI requests, rather than taking a proactive 
approach.  

o Following extensive dialogue across the organisation, KCC is working toward 
Option 1, by taking a considered programmed approach, better allowing a 
more managed process to the benefit of KCC and potential bidders alike. 
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4.3 Procurement Barriers 
o ‘Right to Challenge’ currently only provides community groups additional time 

before formal procurement process starts – effectively a right to compete, with 
no guarantee of success at procurement stage.  

o Accepting a ‘Right to Challenge’ implies that there should be enhanced social 
value in the procurement criteria for that service, but it doesn’t remove 
requirements for value for money or quality. KCC will need to amend better 
understand the concept of social value and how it can be defined in 
procurement, and reflect this in its procurement guidance. 

o Procurement law is clear that any social value ascribed to a procurement has 
to be able to be delivered by all potential providers – including private sector  

o The risk is that some private sector providers might become predatory and 
their scale, sustainability and financial strength may provide a significant 
advantage in the procurement process against community groups and staff. 

o All procurement of services over the £156K EU procurement limit will be 
subject to EU procurement law, with the associated costs and restrictions of 
this process. 

 

4.4 Expectation Management 
o With secondary legislation not expected to be in place until Spring 2012, there 

are many unknowns and changes still to develop with the Right to Challenge 
process 

o The procurement barriers (above) mean that interested parties from the 
voluntary & community sector, parishes, residents and staff might be 
discouraged from submitting an EOI. 

o The gap in public understanding between the Government’s ambition for the 
‘Right to Challenge’ process and the complex legal and procurement 
framework public bodies must operate within (which is not easily 
challengeable or changed). 

 
4.5 Implications for KCC 

o The extent to which KCC will be able to effectively manage the process is still 
emerging. KCC will have to work within any national restrictions and 
regulations of the process. 

o Publishing reasons for ‘accept with modification’ and rejection of EOI, the 
recourse to an ombudsman for rejection decisions, unknown demand for the 
process and additional procurement exercises may create additional cost and 
bureaucracy for KCC. KCC must ensure wherever possible that we minimise 
unnecessary bureaucracy. 

o KCC has limited capacity as we proceed through the changes to the 
organisation in ‘Change to Keep Succeeding’. This means KCC will have to 
carefully prioritise how many opportunities open up, how often we do so (to 
manage demand) and how long we take to make decisions on EOI, within 
capacity limits. 

o KCC will have to maintain an effective use of strategic resources, by ensuring 
proposals submitted under ‘Right to Challenge’ align with savings outlined in 
the Medium Term Financial Plan and other key strategies (e.g. Asset 
Strategy). 

o We believe that KCC is developing a robust approach to ‘Right to Challenge’. 
Any new processes involve an element of risk and KCC will have to ensure it 
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learns from our early EOI decisions and refine processes and approach 
accordingly. 

 

5. KENT’S RESPONSE TO THE RIGHT TO CHALLENGE 

5.1  KCC is preparing early to respond to the potential opportunities of the ‘Right to 
Challenge’ which compliments our ambitions in ‘Bold Steps for Kent’ (set out in 

Policy Context). KCC’s Cabinet and Corporate Management Team (CMT) are 
considering what KCC needs to do to prepare to seize the opportunities and 
manage the implications and limitations of ‘Right to Challenge’.  

 

5.2  To do so, KCC has decided to take a proactive, programme approach called the 
‘Future Service Options Programme’, which is being programme managed by 
Business Strategy on behalf of Cabinet & CMT to prepare for the launch of ‘Right 
to Challenge’ in April 2012.  

 
5.3  A detailed programme of activity is currently underway that supports ‘Bold Steps 

for Kent’ by developing a new model to review options for the design and delivery 
of services in KCC by deciding whether to ‘make, buy or sell services”, in 
advance of opening up services for Expressions of Interest under the ‘Right to 
Challenge’. A programme plan is available as a Background Document.  

 

6. TIMETABLE 

o The ‘Localism Bill’ is currently being debated in the House of Lords. It is expected 
to receive Royal Assent this autumn, with secondary legislation on ‘Right to 
Challenge’ expected in spring 2012, in effect from April 2012. 

o KCC’s Future Service Options Programme runs from July 2011 to April 2012. 

o Cabinet & CMT will prioritise the programme for Make, Buy, Sell Reviews in Nov 
2011 and Jan 2012 to determine which services to open up under ‘Right to 
Challenge’. 

o KCC will publish the first Right to Challenge EOI opportunities online from April 
2012. 

 

7. RECOMMENDATIONS 

7.1 The Corporate Policy Overview & Scrutiny Committee is asked to NOTE the 
implications of the forthcoming ‘Right to Challenge’ in the Localism Bill which will 
come into effect from April 2012, for INFORMATION. 

 

Background Documents: 

Right to Challenge Presentation for Corporate POSC (22
nd
 September 2011) 

Future Service Options Programme Plan (August 2011) 

 

Officer Contact: 

David Whittle, x: 6969, Liz Sanderson, x: 1703 - Business Strategy 
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By:   John Simmonds - Cabinet Member for Finance and 
Business Support 

   Roger Gough - Cabinet Member for Business Strategy, 
Performance and Health Reform 

   Peter Bole, Director of ICT. 

To:   Corporate Policy Overview and Scrutiny Committee 

Subject:  Overview of Systems Investment 

Classification: Unrestricted 

 

Summary. This paper provides an overview of the annual £31.4 million 
investment in technology made by the council each year, for review and 
comment. 

 

1. Introduction  

Annual ICT investment comprises: 

2011/12 Budget Amount £M 

ICT Division Revenue Budget 19.7 

Directorate Revenue – Systems 5.8 

Directorate Revenue - Projects 2.1 

ICT Asset Maintenance 3.8 

Total Annual Revenue 31.4 

 
Capital - ICT Infrastructure Project (2009 -2012)  

10.1 

 

1.1  Corporate Revenue      £19.7M 

 

This is the revenue budget of the ICT function for 2011/12 and comprises 

of staffing and contract costs. The budget provides the core infrastructure 

and support for ICT activity across the council: 
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1.2 Directorate revenue - systems     £5.8M 

 

Directorate expenditure from analysis of subjective codes related to ICT 

costs over the past two years. This comprises external system contract 

costs, hardware rental, hosting, third party consultancy and support for 

line of business systems (LOB), mobile and remote access devices and 

charges. The management of this expenditure is being reviewed as part 

of the ‘Change to Keep Succeeding Programme. 

1.3 Directorate revenue - projects     £2.1M 

 

This figure was the average level of expenditure for 2009/10 and 2010/11 

in support of change and/or enhancement activity commissioned by 

directorates through the ICT function. It includes larger ICT projects such 

as the transfer of staff out of 17 Kings Hill; Systems changes in support 

of council wide reorganisation and the 50 plus small to medium projects 

with ICT content delivered each year. 

 

1.4 ICT Asset Maintenance Reserve    £3.8M 

 

The asset maintenance reserve is the means by which the council has 
moved towards an annualised cost base for ICT, so that Service Level 
Agreement (SLA) unit costs reflect Total Cost of Ownership (TCO) and 
not just support costs. This approach reduces the requirement of bids for 
repairs and renewals through the capital MTFP process.  
 
Taken as an annualised figure, i.e. what it costs to sustain the council’s 

core ICT, including repair, renewal or replacement of hardware, the 

annual revenue expenditure on ICT totals £31.4M. This is £1.M less than 

2010/11 reflecting the savings assigned to ICT for 2011/12.  
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Benchmarking comparable spend across similar sized shire counties 

show broadly similar figures for 2010/11.  

 

(Note: The comparison is indicative as the level of capital expenditure 

varies and published figures for 2010 and may not represent average 

capital expenditure for the other authorities) 

2. Return on Investment 

2.1 A straightforward assessment of the value of ICT to the financial 

effectiveness of the council and the services it delivers can be based on 

an estimate of the cost to achieve the same level of activity through 

alternative processes. This exercise last completed in 2010/11 provided 

an indicative annual value of £70M – i.e. use of technology delivers a net 

efficiency against KCC operating costs of £38.6M.   

2.2 While this approach provides an objective measure is does not attribute 

any financial value to the potential service improvements, processes and 

customer expectations that demand availability of electronic services.  

Value for money is tested through benchmarking exercises.  

2.3 Key Value Indicators for ICT: 

a. Users supported per ICT employee 
 

This measure is used to assess 
the relative productivity of the 
ICT function. 
 
 

 SOCITM Benchmarking 2009/10 

Shire County 39 

Shire District 35 

English Unitary 47 

KCC 56 

Page 55



 

  

 

b. Cost Per User 

 

 NCC Benchmarking 2010 

3. Investment Planning 

 

3.1 The ICT strategy has had three key elements, all of which have informed 

investment decisions to help deliver maximum value from expenditure on 

technology: 

a. Support for strategic objectives of the council 

 

As previously reported to CPOSC the replacement of the council’s 

data network with the Kent Public Services Network (KPSN) was 

designed to promote the delivery of improved broadband services, by 

the telecommunications market, to Kent based businesses. The 

approach adopted was to lever what was an essential and 

unavoidable investment in public service infrastructure, to support 

Kent SME’s. The value of the additional benefit derived is calculated 

as £1.8M, which is the level of regeneration funding that would have 

been required to implement an equivalent solution. Further benefits of 

£0.4M have been achieved since implementation through the 

expansion of the network. 
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Reuse of the network infrastructure continues to be a significant 

consideration in regeneration strategy and improved broadband 

availability particularly in rural areas.  

 

b. Improve Service/Cost Efficiency though Multi agency 

collaboration 

 

The availability of a KPSN also provides the critical infrastructure to 

unlock the benefits that can be achieved through collaboration across 

multiple agencies, both from the viewpoint of financial efficiency and 

improved access to services by members of the public. 

 

As illustrated in the diagram below the unit cost of shared network 

capacity reduces with the addition of more partners. What started as 

a local government partnership now incorporates Kent Fire and 

Rescue, Tertiary Education and a Primary Care Trust.  

 

 
 

The technical architecture deployed also directly supports multi 

agency cooperation in Gateways, has allowed development of 

regional data centre facilities jointly with Medway Unitary Council and 

provided essential communications infrastructure for the development 

of the clusters arrangements between district councils. 

 

c. Maintain a sustainable and resilient ICT infrastructure  

 

For day to day ICT operational activity the priority is keep technology 

running costs as low as possible while maintaining maximum return 

on investment. ICT service levels and the structure of ICT support 

activity is planned around availability of systems and infrastructure. 

This is the indicator that most influences the value realised through 

technology.  
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3.2  Sustainability  
 
a. The second major operational consideration is ensuring that there is a 

planned and predictable cycle of renewal and replacement over what 
is typically a 10 year life cycle for ICT infrastructure. This approach 
has informed the development of the asset maintenance reserve to 
smooth out what would otherwise be an inefficient and irregular 
demand on capital expenditure.   

 
b. The £3,800k referenced in section 1.4 is the average annual 

drawdown from the asset maintenance reserve, including the revenue 
implications of the current capital programme. The industry standard 
for ICT repairs and renewals is calculated at between 20 to 25% of 
support overhead per annum. Against core support costs the 
council’s planned commitment is 20.6%. 

 
c. With increasingly challenging budgets, the asset maintenance 

reserve also provides a means of funding ‘invest to save’ initiatives in 

years where the reserve is in surplus. While this requires rigours 

delivery against benefits realisation plans to replenish the reserve, it 

is a means of reducing demand on capital funding, while providing an 

opportunity to support ICT investment to increase operational 

efficiency. 

 
4. Improving Return on Investment 

Change to Keep Succeeding has provided a framework for rebuilding 

systems around the ‘one council’ concept. From an investment 

perspective this creates opportunity for efficiency and performance 

enhancement.  Reduced costs can be achieved through rationalising 

around common, simplified and integrated business processes across 

the entire council. This is a considerable task across what has been a 

highly devolved organisational structure and requires well planned 

implementation to ensure that the potential efficiencies are achieved both 

in support functions and front line services. By making these changes in 

business process, the full potential of the council’s investment in Oracle 

systems will be able to be realised. Using the industry standard title of 

Enterprise Resource Planning, the ERP Programme was launched 

earlier this year. 
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4.1 Enterprise Resource Planning (ERP) 

 ERP is defined as: ”The ability to manage all information and functions of 
an organisation through a single set of simple and clearly designed 
business processes”. The intention of the council’s ERP programme is to 
commence this approach with a review of finance and human resource 
processes, followed by rebuilding the Oracle system around a consistent 
and consolidated approach. For successful delivery of back office 
savings already identified for both finance and HR functions this is a 
critical programme of works.  

4.2 Projects in both areas anticipate introducing processes that enable 
budget holders and line managers to make far more extensive use of 
electronic data and self-service tools, via Oracle, to reduce their reliance 
on central support staff and the current level of local administration. The 
approach also requires further migration away from paper based 
processes and authorisation to electronic filing and online authorisation 
and checking. 

4.3 An additional benefit of the programme will be improvement to the budget 
monitoring process, with significant reductions in the amount of staff time 
expended on gathering and consolidating data for reporting to cabinet 
and committee. An inconsistent approach to recording commitments 
across business units needs to be resolved with both staff and members 
being able to confidently rely on a single source of information: the 
council’s Oracle Business Suite.  

4.4 Subsequent stages of the ERP programme will deliver full 
implementation of the iProcurement solution. As with core finance and 
HR processes, the consistency, rigour and transparency this will add to 
the procurement process will be the means of driving out the target 
savings efficiencies identified in the MTFP against the procurement 
process. 

4.5 The following stage of the programme can then concentrate on aligning 
the core resource data from Oracle with activity data from line of 
business systems. It is this stage of the programme that has most 
potential to impact on performance and improve planning and 
prioritisation activity across the authority. This aspect of the programme 
will have the longest implementation timescale as many of our legacy 
business systems continue to be based on proprietary software with 
limited integration capabilities. As these systems reach end of life it is 
important that the specification for replacement systems considers this 
requirement. 

4.6 Channel Shift 

Future selection of software solutions will also increasing be informed by 
the Customer Services Strategy, currently being drafted, and the 
expectations of users of public services. Where previously solutions have 
been designed solely around back office processes, future versions will 
need to be accessible online and offer the opportunity for self service and 
direct access to service users. This will radically change the role of ICT 
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services and how the council provides ICT support once the shift to 
electronic channels gathers momentum.  

4.7 The financial benefit to the council of moving users to this channel is 
clear, the cost ratio between face to face: telephone and online being 
800:80:8. The internal service levels of 99%+ availability from 8:00 to 
18:00 Monday to Friday, quoted elsewhere in this document, however, 
became entirely inadequate when the access model becomes 24 hours a 
day 7 days a week. One implication will be that the rapidly diminishing 
upgrade and maintenance window for internal support disappears 
completely and will demand entirely different technology architecture.   
  

4.8 Productivity Software 

 Our use of basic Microsoft desktop software, such as Outlook Calendar, 
Word, Excel and electronic storage and communication facilities have 
increased the productivity of individual users. Introducing clearly defined 
council standards around consistent use of these products is another 
opportunity to make substantial productivity gains. Definition of common 
documentation templates, being provided by the communications unit 
creates the opportunity for these to be embedded within future versions 
of desktop software. An extensive benefits programme will be designed 
as part of the rolling programme of hardware refresh from early next 
year. 

   

5. The ICT Capital Programme  

 

5.1 This is an invest to save programme of £10.1M over a 4 year period to 

deliver net savings of £1.7M per annum which are incorporated into 

revenue MTFP. Part of the design of this programme has been to move 

from a capital to revenue funding basis for ICT so the annual cost of 

sustaining current infrastructure can be reported as single annual figure.  

5.2 The impact of the capital programme is already making a considerable 

contribution to efficiencies and achieving the required savings targets. 

The total of 364 servers referenced above is 236 less than the numbers 

in place at the outset of the capital programme. Combined with the joint 

investment with Medway in shared data centre facilities this initiative not 

only reduces cost but also results in a significantly reduced carbon 

footprint.   

5.3 In addition to achieving a reduction in overheads and establishing the 

asset maintenance reserve, the technology architecture introduced by 

the capital programme has been designed to support the wider 

objectives of the council. 
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5.4 Future capital investment related to ICT will be driven by a new ICT 
strategy which is being updated to reflect Bold Steps for Kent.  This 
approach will reference requirements across all directorates, divisions 
and units and link investment to change and improvement initiatives 
within the context of priorities in Bold Steps.   

5.5 Integrated Children’s System 

Following assessment by OfSTED areas for improvement were identified 
related to the Integrated Children’s System (“ICS”) in use by the Council 
and partner organisations.  The ICS programme was established and 
tasked with addressing issues raised by OfSTED who made a number of 
observations and recommended that a detailed review of the ICS system 
should be carried out and works undertaken to ensure that it was fit for 
purpose.  

5.6 Price Waterhouse Coopers (PWC) was engaged to undertake an 
independent review. The findings indicated that the council’s current ICS 
solution is unlikely to meet the transformation requirements for the FSC 
Directorate and the wider needs of the Council in the long term unless 
significant development were undertaken. Implementation of a 
replacement system, capable of supporting the next stage of service 
improvement, including the recommendations arising from the Munro 
report, was considered the most appropriate way forward. 

5.7 Cabinet approved the approach and an amendment to the prudential 
borrowing in the 2011/12 capital programme. The full year impact on the 
revenue budget will be approximately £270k per year for a period of 
seven years. This will be factored in to the overall financing of the capital 
programme in the 2012/13 revenue budget build. The procurement 
process commenced following this approval and the council is currently 
waiting for tender responses from qualifying suppliers. 
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6. Efficiency Savings 

The ICT function has developed efficiency/savings proposals to 

contribute to council wide efficiency targets. For 2011/12 this has 

reduced total expenditure on ICT by £1M. A further £4M of savings 

against current revenue are planned over the next 3 years. 

6.1 Current Status  

 Efficiency targets have been designed to maintain ICT service levels and 

the sustainable investment in infrastructure required to support increased 

dependency in technology. While support capacity has been reduced to 

reflect the changing shape of the organisation, the majority of cost 

reduction has been achieved through lower unit costs arising from 

collaboration with other public agencies. The status of ICT savings 

targets has moved from amber to green at end of the second quarter 

2011/12. 

6.2 Savings Strategy 

 To sustain this approach to savings becomes progressively more 
challenging. For 2012/13 further public sector partnerships will need to 
be established and the range of shared service expanded, if reductions in 
ICT service levels are to be avoided 

7.   Recommendations  

 Members are asked to note and comment of the contents of this report 

8.  Background Documents 

 None 

 

Contact details –  Peter Bole: Extension 6174                                         
Room G10, Sessions house:                                               

     Peter.bole@kent.gov.uk 
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By:   Overview, Scrutiny and Localism Manager 
 
To:   Corporate Policy Overview and Scrutiny Committee   
   22 September 2011 
 
Subject:   SELECT COMMITTEE - UPDATE   
 
Classification: Unrestricted 
 

 
Summary: To update the Committee on the current topic review programme and 

to invite suggestions for future Select Committee topic reviews.   
 

 
Select Committee Topic Review Work Programme 
 
1. (1) There are currently no Select Committee topic reviews in the work 
programme which fall under the remit of this Policy Overview and Scrutiny Committee.   
 
(2)  The Select Committee work programme consists of the following:- 
  

• Dementia – Chairman Mrs T Dean – Has completed its evidence gathering and is 
considering its draft report which will be shared with key stakeholders before being 
finalised.    

• Educational Attainment at Key Stage 2– Chairman Mr C Wells – The Committee is 
preparing to visit a number of schools in October/November 2011. 

• The Student Journey – Chairman Mr Kit Smith, has nearly completed its evidence 
gathering sessions and has interviewing key stakeholders including representatives 
from business, education and obtaining evidence from young people. It will 
continue gathering evidence until October 2011.  An indication of its emerging key 
areas of recommendation have been submitted to the relevant Policy Overview and 
Scrutiny Committees and the Scrutiny Board. 

 
Suggestions for Select Committee topic reviews  
 
2. (1) At the meeting of the Customer and Communities Policy Overview and 
Scrutiny Committee, under its Crime and Disorder remit, on 8 July 2011 it was agreed that 
a proposal for a Select Committee topic review on Domestic Abuse would be submitted to 
the Scrutiny Board on 2 November 2011 for their approval.   
 
 (2) If Members have any topics that they would like to put forward for consideration for 
inclusion in the future topic review programme could they contact the Democratic Services 
Officer for this POSC.    
 

3. Recommendation  Members are asked to note the Select Committee topic review 
update and to advise the Democratic Services officer of any items that they would like to 
suggest for inclusion in the Select Committee topic review programme  
  
Denise Fitch  
Tel No:  01622 694269 
e-mail:   denise.fitch@kent.gov.uk 

Background Information:  Nil 
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