Appendix 4
RISK ASSESSMENT OF REQUIREMENT FOR GENERAL RESERVES 2010/11
	For info
2009/10 Provision
	RISK ASSESSMENT OF RESERVES FOR 2010/11
	2010/11
Reserves requirement

	Minim -um
	Desir -able
	Area of Expenditure
	Explanation of Risk/Justification for Reserves


	Minimum
	Desirable

	£000s
	£000s
	
	
	£000s
	£000s

	250
	1,000
	Pay
	Budget assumes no increase for all staff in 2010/11 and employers have refused to make a pay offer for this year in view of financial pressures upon local authorities looking ahead. The trades unions are seeking a 2.5% increase, given that the forecast for general inflation looking ahead is for it to begin to rise above the norm of 2%. Any settlement up to 0.5% higher than budget provision has been capable of being absorbed within existing budget allocations, so reserves would be needed for any higher cost outside this range.
Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.500m
	500
	1,000

	250
	1,000
	Prices
	Budget assumes that price inflation can be managed by directorates within a zero cash-limited increase or specific inflation allowances. Higher allowances have been made for expected above-inflationary increases, such as 5% for utility bills and 6% for waste disposal and transport levies. The forecast for general inflation looking ahead is for it to begin to rise above the norm of 2%. The scope for other price increases having an impact is therefore higher than recent years, with most risk likely to be around utility prices and the care services sector. 
Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.500m
	500
	1,000

	1,000
	1,500
	Adult Social Care
	Experience from previous budgets and nationally demonstrates that key areas of service provision to adults and the elderly can come under pressure from increasing demand for those services. Pooled budgets with the PCT limit the scope to reallocate resources between budget heads, although they do help to share any burden of additional cost. There is now growing pressure upon care for adults with learning difficulties as a consequence of longer life expectancy and children in care with such difficulties transferring to the adult service. The elderly care service has showed signs that demand is under control although dementia cases are increasing. Free personal care at home for the elderly will be introduced from 1st October 2010 and it is widely predicted that Government funding will be insufficient. For this reason, the risk is now considered to be greater than previous years.
Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

Assessment of Likelihood of Risk Occurring : High
Minimum Reserve Needed : £1.5m
	1,500
	1,500

	500
	1,000
	Planning/ Land Charges - income 
	Adverse housing market conditions have caused planning and land search applications to reduce considerably and this has been recognised by providing additional budget in 2009/10 and 2010/11. However, there is a risk that with a prolonged recession and downturn in the housing market that such applications could reduce further and so reduce income to the Council. 
Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.5m
	500
	1,000

	1,000
	1,500
	Children in Care
	There is a continual risk that demand pressures from a potential increase in the number and cost of child care placements will exceed budget provision despite current budget provision being based on known commitments and forecast trends. The 2009/10 budget was increased by £1.8m and the 2010/11 budget includes a further £0.7m to recognise the growing demands that have occurred in recent years. Also, an invest to save proposal to spend £1.3m to be funded from Area Based Grant aims to secure long-term reductions in the number of children in care and so reduce expenditure. Nevertheless, there remains a high risk, fuelled by high profile failures nationally, that further demand may still cause the increased budget to be exceeded.  
Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

Assessment of Likelihood of Risk Occurring : High
Minimum Reserve Needed : £1.5m
	1,500
	1,500

	500
	1,000
	Children – SEN Transport
	There is a continual risk of demand pressures from a potential increase in the number of special needs children requiring transport provision. Additional funding has been provided in recent years and the base budget for 2010/11 has again been increased, but demographic pressures on the service continue, and there remains a risk that the budget may be exceeded.  
Assessment :

Degree of Risk/Reserve Needed : Low £0.250m, Medium £0.5m, High £1m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £0.5m
	500
	1,000

	2,000
	3,000
	Non-achieve-ment of savings
	The Think Efficiency programme is now entering its third year of delivery and the annual cumulative saving required will be over £16m in 2010/11. In addition, a further £3m of cross-cutting efficiencies and £5.840m are required from other service areas. Whilst it is envisaged that these efficiency proposals are capable of being delivered on time and that directorates have the capacity and flexibility to meet any shortfall from within their own allocations, there remains a significant risk of some savings not being delivered on time and compensating savings not being found. The risk is considered to be no less than previously because of the challenging targets.
Assessment:

Degree of Risk/Reserve Needed : Low £1m, Medium £2m, High £3m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £2m
	2,000
	3,000

	500
	1,500
	Other unforeseen expenditureor income shortfall
	There is a risk that unexpected events may occur which require expenditure to be incurred or income to be foregone, which have not been budgeted for. In this regard, CIPFA recommend that sufficient contingency is kept to meet emergencies that are not covered by other means such as insurance, eg this winter’s adverse weather conditions is a typical example and flood damage has become an increasing risk..
Assessment :

Degree of Risk/Reserve Needed : Low £0.5m, Medium £1m, High £1.5m

Assessment of Likelihood of Risk Occurring : Medium
Minimum Reserve Needed : £1m
	1,000
	1,500

	6,000
	11,500
	Total
	
	8,000
	11,500
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