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2. 
CASE STUDY

2.1 Members will recall that in previous budget reports we have identified case studies as examples of good practice. The previous examples related to the new arrangements for the following:

· Generic warden service
· Recycling pilots 

· Kettering Borough Trainers 

· Partnership work with the Citizens Advice Bureau.

· VAT recovery

· Prevent Strategy funding

· Flexible Working

· Printing Function

· Market

· Managing homelessness
· Staff Sessions

· Attracting External Funding to the Borough

2.2 The case study in this report highlights another example of the success the Council has achieved through attracting external funding. 
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Case Study – Market Place Buildings
When reductions in government funding were first announced and many Councils scaled back their services, Kettering Borough Council continued to press ahead with its ambitious regeneration plans.

The results from this brave decision are there for all to see as Unit 1 of the Market Place Buildings sees the opening of the national Mexican restaurant chain Chimichanga. This marks the full occupation of the Market Place Buildings. The units occupied by Chimichanga and Prezzo along with the 10 residential units provide the Council with a sustainable income source and improves the town centre offering. This further demonstrates the Council’s ability to generate income which it controls thereby becoming more self sufficient and less reliant on government funding. 

3.
BACKGROUND
3.1 At the March Executive meeting Members approved that the budget delivery framework used in the three previous budget rounds be used for the preparation of the 2014/15 budgets. Specifically, members approved;


“that the same methodology be applied to the formulation of the 2014/15 budget as it applied to the 2013/14 budget, with particular reliance on:-


- the existing guiding principles

- the existing modelling for recovery principles

- the existing budget containment strategy

- the existing eight workstreams”
3.2  
The strategy has to date proved extremely successful and helped provide additional flexibilities from which to address the national funding challenges that face all local authorities. 

3.3  
This overall strategy provides the cornerstone on which the Council's long-standing success in both setting a ‘balanced budget’ and delivering within budget are founded. The framework consists of eight workstreams – as illustrated below;


[image: image1]
3.4  
The financial strategies key ‘guiding principles’ supplemented by the ‘Modelling for Recovery Principles’ and the ‘Budget Containment strategies’ have provided a strong cornerstone for the Council’s medium term financial strategy. For ease of reference, these are reproduced here:-

Financial Strategy Guiding principles:
a. Revenue balances should not fall below £1m and overall revenue reserves should not fall below 10% of net revenue expenditure;
b. In setting the Council Tax, members should consider the medium term to ensure that a sustainable budgetary position is preserved (with due regard being given to any penalties that might apply);

c. The level of household Council Tax to increase each year in line with inflation at least, where the budget is in deficit, to ensure resources remain consistent with budgeted costs;

d. When setting the Capital Programme, consideration is given to allocating capital resources to schemes that are beneficial to the Council’s overall revenue budget position;
e. To maximise the resources available to the Authority, the Council will actively lobby the Government on relevant issues (e.g. grant distribution/ planning fees).
Modelling for Recovery principles:
1. Wherever possible, continue with all planned investments and programmes, to protect the local economy and lever in other investments;

2. Given the strength of our Treasury position we should consider debt funding as a means of programme delivery or stimulus – if this can be shown to be sustainable and have a wider economic benefit;

3. Organise our fiscal structures and business models to attract and retain the maximum amount of revenue within the local economy;

4. To ensure all possible avenues are used within procurement rules to source locally;

5. Protect the performance of Council services which come under particular strain;
6. Work closely with partners in the voluntary, public and private sectors, to ensure optimum efficiency
Budget Containment Strategy:
1. Where a specific grant which funds a specific service is withdrawn, the service stops;

2. Where grant funding reduces, which Kettering Borough Council passports through to another organisation, the reduced sum continues to be passported, providing the end recipient organisation feels it can still provide a value-added service at that funding point.


3. Where a function is transferred to another provider, the Council leaves all service-provision discussions, including any top-up funding, with the new provider;
4. The Council would ordinarily neither seek to buffer nor profit from tax changes.  
5. The Council should not substitute itself as a provider / funder of services when another public provider cuts such a service.
 4 
MEDIUM TERM FINANCIAL FORECAST




4.1 
The Council’s latest Medium Term Financial Forecast is shown in Table 1. Members are reminded that the forecast comprises the following ‘Zones’.
· Zone of Predictability (2013/14 and 2014/15) – The provisional level of government funding has previously been announced for 2014/15, however there continues to be two significant areas of volatility being the Business Rates Retention Scheme and Council Tax Support which we will continue to monitor closely.
· Zone of Unpredictability A (2015/16) – The headline reductions in Departmental control totals were announced by the Chancellor on 26 June 2013 and further announcements regarding individual allocations are expected later this year.

· Zone of Unpredictability B (2016/17 – 2018/19) – Spending reviews over the next few years will provide the level of funding available for this period.
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ForecastForecastForecastForecastForecastForecast

£000£000£000£000£000£000

1Net Council Budget12,17411,78111,11110,66610,35110,019

2Forecast Resources:

Government Grant:

2aRSG(3,034)(2,222)(1,649)(1,180)(749)(352)

2bBusiness Rates(2,205)(2,277)(2,341)(2,411)(2,483)(2,557)

Total Government Grant(5,239)(4,499)(3,990)(3,591)(3,232)(2,909)

Council Tax / Coll'n Fund(50)(25)(25)(25)(25)(25)

Income From Council Tax(5,778)(5,806)(5,835)(5,864)(5,893)(5,921)

Total Resources(11,067)(10,330)(9,850)(9,480)(9,150)(8,855)

3Budget (Surplus) / Deficit1,1071,4511,2611,1861,2011,164

4aCouncil Tax Grant(158)(158)0000

5Budget Frameworks(949)(1,050)0000

6Savings - To be secured0(243)(1,261)(1,186)(1,201)(1,164)

7Budget (Surplus) / Deficit000000

2013/142014/152015/162016/172017/182018/19

£000£000£000£000£000£000

8Estimated Opening Balance(1,415)(1,480)(1,545)(1,545)(1,545)(1,545)

4bCouncil Tax Grant 13/14(65)(65)0000

9Estimated Closing Balance(1,480)(1,545)(1,545)(1,545)(1,545)(1,545)

TABLE 1 - MEDIUM TERM FINANCIAL FORECAST

Zone of 

"Predictability"

GENERAL FUND WORKING BALANCE

Zone of "Unpredictability"     

B


Notes to Medium Term Financial Forecast
1

Net Council Budget – This represents the net expenditure prior to the Budget Framework savings.

2

Forecast Resources – These are the Council's main funding streams (excluding fees and charges which are incorporated into Line 1). This illustrates the significant reduction in Central Government funding.  To enable the total resources required to balance the budget to be identified, no assumptions have been made regarding future council tax increases. The small increase in revenue each year reflects anticipated housing growth in the borough.

3

Budget (Surplus) / Deficit – This illustrates the gap between the budget and the total resources available before identifying budget framework savings.
4a
Council Tax Grant – This is a grant the Council receives from central government for four years in return for freezing Council Tax in 2011/12. This is equivalent to the cash that would have been received if a 2.5% increase had been levied. 
4b
Council Tax Grant 2013/14 – This is a grant the Council receives from central government for two years in return for freezing Council Tax in 2013/14. This is equivalent to the cash that would have been received if a 1% increase had been levied. A Council Tax Freeze has ongoing implications as an increase in Council Tax generates income year on year.


5 
Budget Frameworks – This identifies the total savings required.

6      
Savings to be secured – This identifies the total resources required to balance the budget in future years after 2013/14.
5 
BUDGET UPDATE 

GENERAL FUND – 2013/14
5.1 From the last budget process, Members will recall that additional ongoing savings of £949,000 were required for 2013/14. These were identified as detailed in Table 2; 
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£'000£'000£'000£'000£'000£'000

Staffing & Staff Related(5)

(5)

Premises(83)(20)

(103)

Operating Costs(244)(33)(47)

(324)

Total Expenditure Savings(327)0(58)0(47)

(432)

Income(160)(119)(10)(144)(84)

(517)

Total Savings(487)(119)(68)(144)(131)(949)


5.2 Whilst the savings made give confidence that the Council remains “ahead of the curve” in delivering the Medium Term Financial Strategy. Members have previously been advised about the significant changes to local government funding and the risk transfer from central government to local government. 

Such risks include:
· Business Rates Volatility

· Council Tax Benefits Volatility

5.3 During the budget process, members were informed of a number of ‘big ticket’ items. These are typically items of large value that could have a disproportionate impact on the Council's budget if they moved in an adverse fashion. Consequently these are monitored very closely and members and officers may occasionally try to influence (through lobbying) any changes that may take place especially when such changes are triggered through changes in national policy. These items are included in the Councils Swing – o – meter as detailed at Appendix A.
5.4 One of the issues contained in the swing-o-meter is ‘homelessness’ like most authorities the Council is currently experiencing significant pressure in this area. As reported in the last report, the preventative measures that the Council has introduced over recent years has helped keep any budgetary strain to a minimum, nevertheless, the strain on the budget continues to increase. This will require close measures over the coming months and will need further consideration at budget setting time. 
5.5  
As well as monitoring framework savings identified for 2013/14 work continues on identifying savings for the following year – 2014/15.  Members are reminded that the Medium Term Financial Forecast (Table 1) required £1,293,000 of savings to balance the budget in 2014/15 this is prior to the consideration of Council Tax. In the previous durable budget report (to the September meeting of the Executive Committee) it was reported savings of £600,000 had already been identified. Table 3 shows that the figure now stands at £1,050,000 which is very encouraging and is significantly ahead of schedule. The main change is in relation to the estimated savings from the ‘lobbying’ workstream this is as a consequence of the Executive endorsing the revised strategy for the use of New Homes Bonus as outlined in the September Durable Budget report. 
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£'000£'000£'000£'000£'000£'000

Staffing & Staff Related(40)0000

(40)

Premises(112)0000

(112)

Operating Costs(207)0(20)00

(227)

Total Expenditure Savings(359)0(20)00

(379)
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Total Savings(359)(156)(40)(175)(320)(1,050)


5.6 It is particularly encouraging that by October 2013 we have identified around 80% of the savings needed for 2014/15. 
5.7 The Council’s impressive record in identifying and delivering efficiency savings in the past four years, including the current year (2013/14), are around £5.4m - as illustrated in Table 4;
	Table 4 – Efficiency Savings
	£000


	2010/11
	1,260

	2011/12
	1,910

	2012/13
	1,330

	Total
	4,500

	2013/14
	950

	Total

% Cash Savings (Net Budget)
	5,450

50%


5.8 The scale and delivery of this level of efficiency savings is particularly impressive given that there has been no detrimental impact on the delivery of front line services and when considering the increased costs of utilities and inflation levels. Over the four year period (as detailed in Table 4) the efficiency savings will be equivalent to approximately 50% (65% in real terms) of the Council’s draft net budget (which stands at £11m for 2013/14). 
5.9 Members are reminded that before the efficiency programme commenced a number of years ago, the Council was charging a level of Council tax below the national average yet delivering a level of performance that was above the national average. Despite having to deliver efficiency savings of £5.450m in the past four years, the Council’s level of council tax charged remains below the national average and performance remains above average.
5.10 Members will recall the following illustration that summarises the Council’s overall position as being a ‘high performing / low cost’ local authority.

[image: image10.png]



HOUSING REVENUE ACCOUNT 2013/14 – CURRENT FINANCIAL YEAR

5.11 A summary of HRA monitoring at 30th September is shown in Table 5.  The Housing Revenue Account is currently projected to come in on budget. 

[image: image5.emf]Table 5 - HRAApproved BudgetProjected OutturnVariance

£££

Gross Expenditure15,207,75015,207,7500

Gross Income(15,207,750)(15,207,750)0

Net Expenditure000


CAPITAL 2013/14 – CURRENT FINANCIAL YEAR

5.12 A summary of the projected Capital Programme outturn monitoring statement as at 30th September 2013 is shown in Table 6; 

[image: image6.emf]Table 6 - CapitalApproved 

Budget 

Projected 

Outturn

Variance

£££

Expenditure

HRA Schemes4,3464,3460

General Fund Schemes6,1326,1320

10,47810,4780

Financing

Government Grants4,5084,5080

Prudential Borrowing5,3395,3390

Revenue Contribution3663660

Capital Receipts2652650

10,47810,4780

Net Expenditure000


Please note – this is prior to the changes outlined in sections 5.13 – 5.21 being incorporated
5.13 It was reported to the Executive in September that the capital programme would require amendment to enable the Depot resurfacing work and the construction of a building for maintenance and storage to be completed.
Depot Works

5.14 The original estimates for these schemes were very much preliminary estimates when the budget was set. The depot resurfacing and improvement works were required as a result of an external Health and Safety Executive report in 2012, the council is required to carry out all identified works to enable it to continue to operate from the depot and keep its operators licence. As the works have progressed, the quantum of work required has increased due to the ground conditions at the site and the need to also bring in some additional security, lighting and vehicle movement arrangements.

5.15 The available capital funding for the schemes currently totals £530,000. It is estimated that an additional £93,000 is required to complete them and comply with the required health and safety standards.

5.16 It is anticipated that there is a potential to generate additional revenue income from these schemes, this is due to;

· The depot works provide the opportunity to generate an ongoing income stream from renting part of the existing workshops to a third party. Without the improvement works, the Council would not be in a position to do this. 

· The construction of the new building has been designed so that there is additional capacity within it. Accordingly there is further potential to generate an income stream from our public or private sector partners.

5.17 The potential income generation element of the schemes has resulted in some of the council’s invest to save capital budget being used to supplement the original budgets. This is in line with the Council’s guiding principles of using one-off capital monies to generate ongoing revenue income.

5.18 As part of the budget process for 2014/15, a capital budget will be required for the construction of a vehicle fleet maintenance facility. Again, this will be on the basis of an ‘invest to save’ scheme where the scheme will generate an ongoing revenue stream that justifies the capital investment required and is in line with the guiding principles.
Commercial Units

5.19 It was planned to introduce a capital budget in 2014/15 for replacement roofs on the commercial units at Cunliffe Drive. Although the majority of the replacements will still take place in 2014/15, some require replacing sooner and therefore a capital budget needs to be introduced into 2013/14 to enable some of the works to take place.
5.20 A survey has been undertaken and re roofing works at a cost of £50,000 in the current financial year and approximately £105,000 in 2014/15 are required to ensure this asset remains fit for purpose. This investment would significantly extend the life of the asset and bring the units up to a more modern standard. The programming of works will be discussed with existing tenants to ensure disruption is kept to a minimum. The income generated on the units is around £90,000 per annum as such the investment enables an important income stream to be preserved within acceptable payback parameters.
5.21 On completion of the works, the units will be more attractive to both current and future tenants and at the same time be less expensive to maintain. If this is approved by Members this will be reflected in the capital programme reported to the Executive in November.
6 
TREASURY MANAGEMENT – MID YEAR UPDATE
6.1 The Treasury Management Policy Statement is a high level document, which defines the Council’s policies and objectives of its Treasury Management activities.  
6.2 To comply with the requirements of best practice, the Treasury Management Strategy is reported to members in advance of the forthcoming financial year, (this was approved by the Executive and Council at the February meetings) and a mid year report that covers the following:
· A review of the Treasury Management Strategy Statement and Annual              Investment Strategy (6.3).

· The Council’s capital expenditure (prudential indicators) (6.4);

· A review of the Council’s investment portfolio, borrowing strategy and compliance with Treasury and Prudential Limits for 2013/14 (6.5 – 6.7).

6.3 The Treasury Management Strategy Statement (TMSS) and Annual Investment Strategy for 2013/14 was approved by Council on 22 February 2013.  There have been no policy changes to either of these strategies.
6.4 The current estimates for capital expenditure and financing arrangements since the capital programme was approved in February 2013 have all previously been reported to the Executive.

6.5 The Council’s current investment and borrowing portfolios (as at 30 September 2013) are detailed in Table 7. These are inline with the Council’s Treasury Management Strategy.







[image: image7.emf]Table 7

Investment Portfolio£000

Nationwide2,000         

Nat West2,500         

Bank of Scotland5,818         

Other5                 

10,323       

Borrowing Portfolio£000

PWLB71,903       

71,903       


6.6 The Council’s projected closing capital financing requirement (CFR) for 2013/14 is £90.730m.  The CFR denotes the Council’s underlying need to borrow for capital purposes.  If the CFR is positive the Council may borrow from the PWLB or the market (external borrowing) or from internal balances on a temporary basis (internal borrowing).  The balance of external and internal borrowing is generally driven by market conditions. 

6.7 Table 8 shows the Council has external borrowings of £71.933m and has utilised cash flow funds in lieu of borrowing.  This is a prudent and cost effective approach in the current economic climate.
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7
GOVERNMENT CONSULTATIONS
7.1 The September Durable Budget Report provided a summary of the Council’s key responses to the following three consultation papers:

· New Homes Bonus

· Local Government Finance Settlement

· Use of Capital Receipts

7.2 Members will recall that the Council had a major role in the design of the New Homes Bonus scheme where Council officers acted as a sounding board for civil servants on the technical design and mechanics of the new scheme.  This resulted in not only the minister launching the scheme in Kettering but also the Council receiving greater rewards than would otherwise have been the case.
7.3 The New Homes Bonus scheme has provided authorities with a clear and transparent incentive for delivering housing growth and Council officers have again had a key involvement at a national level in influencing responses which raise the following key issues:. 
·  
The Council strongly opposes the concept of taking £400m nationally of New Homes Bonus Funding to provide funding for the Single Local Growth Fund. The previous commitments that the Government has made should be honoured in full, and the New Homes Bonus scheme should be left to operate as now.

·  
If the Government is committed to taking £400m from local government it should do so by having a proper dialogue with local government about where the funding comes from – after all, any changes will not take effect until 2015/16.

·  
The two alternative methods shown in consultation paper are both flawed. The issue is not about which tier of local government pays the most, it is about retaining a scheme that still operates as an incentive to deliver new homes and growth. 

·  
Any changes to the system must still reward local authorities that deliver more than the national average proportionately more than those that do not.

·  
It is unfair to change the system so soon after many local authorities have based local decisions on the benefits that can be delivered locally from delivering growth, including factoring in the receipt and use of new homes bonus funding for the next six year period. At the very least, schemes that have been consented should be exempt.
7.4 Further updates on these consultations will be reported to the Executive Committee over the coming months.
8
CONSULTATION AND CUSTOMER IMPACT


8.1 
None as a direct consequence of this report. However members are reminded that the formal budget consultation period is from 15th January 2014 to 26th February 2014 when the Council sets its Council Tax for 2014/15. Comments from the consultation process will be reported to the Executive for consideration at it’s meeting on 12th February 2013.

9
POLICY IMPLICATIONS


9.1
None as a direct consequence of this report.  


10
USE OF RESOURCES


10.1
As outlined in the report.
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Background Papers:
Previous Reports/Minutes:

Title of Document: Various
Monthly Durable Budget Reports Contact Officers: M Dickenson
1.	PURPOSE OF REPORT





This report provides a reminder / update of the following core issues:





Provide Members with a case study on the Market Place Buildings;





Remind Members of the Council’s medium term financial strategy and associated guiding principles;





Illustrate the latest budget model, the delivery of efficiency savings for 2013/14 and the estimated level of budget savings that may be required over the next few years;





The report also provides members with the following:





Provide Members with a mid year update on Treasury Management;














Budget


Delivery


Framework





Lobbying





 Partnership


Working





Staff �Suggestions





Innovation �Group





Prioritisation





Fees and �Charges �Review





Service Plans





Capital �Review





11. 	RECOMMENDATIONS


	�That the Executive;





Note the continued success the Council has achieved in attracting external funding;





Note the Council’s Medium Term Financial Strategy and associated guiding principles;





The Capital Programme be amended as outlined in Section 5;





Note the Treasury Management performance for the period 1 April – 30 September;





Note the Council’s responses and work undertaken nationally in responding to the recent Government consultations.
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																APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

				Table 2 - Identified Framework Savings 2013/14		Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review (GF Impact)		Lobbying		Total

						£'000		£'000		£'000		£'000		£'000		£'000

		1		Staffing & Staff Related						(5)						(5)

		2		Premises		(83)				(20)						(103)

		3		Operating Costs		(244)				(33)				(47)		(324)

				Total Expenditure Savings		(327)		0		(58)		0		(47)		(432)

		4		Income		(160)		(119)		(10)		(144)		(84)		(517)

				Total Savings		(487)		(119)		(68)		(144)		(131)		(949)

				Total Per MTFS												0

				Difference												0
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		Table 1

		Table 5 - HRA		Approved Budget		Projected Outturn		Variance

				£		£		£

		Gross Expenditure		15,207,750		15,207,750		0

		Gross Income		(15,207,750)		(15,207,750)		0

		Net Expenditure		0		0		0
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		Table 7

		Investment Portfolio		£000

		Nationwide		2,000

		Nat West		2,500

		Bank of Scotland		5,818

		Other		5

				10,323

		Borrowing Portfolio		£000

		PWLB		71,903

				71,903
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		Table 8		2013/14		2013/14

				Original Budget		Current Position

				£000		£000

		Gross Borrowing		74,933		71,933

		Other Long Term Liabilities		419		1,119

		Less Investments		13,159		13,552

		Net Borrowing		62,193		59,500

		CFR (year end position)		90,730		90,730

		Operational Boundary (External Debt)		96,000		96,000

		Authorised Limit		101,000		101,000
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		Table 6 - Capital		Approved Budget		Projected Outturn		Variance

				£		£		£

		Expenditure

		HRA Schemes		4,346		4,346		0

		General Fund Schemes		6,132		6,132		0

				10,478		10,478		0

		Financing

		Government Grants		4,508		4,508		0

		Prudential Borrowing		5,339		5,339		0

		Revenue Contribution		366		366		0

		Capital Receipts		265		265		0

				10,478		10,478		0

		Net Expenditure		0		0		0
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Sheet1

																APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

				TABLE 3 - Identified Framework Savings 2014/15		Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review (GF Impact)		Lobbying		Total

						£'000		£'000		£'000		£'000		£'000		£'000

		1		Staffing & Staff Related		(40)		0		0		0		0		(40)

		2		Premises		(112)		0		0		0		0		(112)

		3		Operating Costs		(207)		0		(20)		0		0		(227)

				Total Expenditure Savings		(359)		0		(20)		0		0		(379)

		4		Income		0		(156)		(20)		(175)		(320)		(671)

				Total Savings		(359)		(156)		(40)		(175)		(320)		(1,050)

				Total Per MTFS												0

				Difference												0
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		TABLE 1 - MEDIUM TERM FINANCIAL FORECAST

						Zone of "Predictability"				Zone of "Unpredictability" A		Zone of "Unpredictability"     B

						2013/14		2014/15		2015/16		2016/17		2017/18		2018/19

						Forecast		Forecast		Forecast		Forecast		Forecast		Forecast

						£000		£000		£000		£000		£000		£000

		1		Net Council Budget		12,174		11,781		11,111		10,666		10,351		10,019

		2		Forecast Resources:

				Government Grant:

		2a		RSG		(3,034)		(2,222)		(1,649)		(1,180)		(749)		(352)

		2b		Business Rates		(2,205)		(2,277)		(2,341)		(2,411)		(2,483)		(2,557)

				Total Government Grant		(5,239)		(4,499)		(3,990)		(3,591)		(3,232)		(2,909)

				Council Tax / Coll'n Fund		(50)		(25)		(25)		(25)		(25)		(25)

				Income From Council Tax		(5,778)		(5,806)		(5,835)		(5,864)		(5,893)		(5,921)

				Total Resources		(11,067)		(10,330)		(9,850)		(9,480)		(9,150)		(8,855)

		3		Budget (Surplus) / Deficit		1,107		1,451		1,261		1,186		1,201		1,164

		4a		Council Tax Grant		(158)		(158)		0		0		0		0

		5		Budget Frameworks		(949)		(1,050)		0		0		0		0

		6		Savings - To be secured		0		(243)		(1,261)		(1,186)		(1,201)		(1,164)

		7		Budget (Surplus) / Deficit		0		0		0		0		0		0

		GENERAL FUND WORKING BALANCE

						2013/14		2014/15		2015/16		2016/17		2017/18		2018/19

						£000		£000		£000		£000		£000		£000

		8		Estimated Opening Balance		(1,415)		(1,480)		(1,545)		(1,545)		(1,545)		(1,545)

		4b		Council Tax Grant 13/14		(65)		(65)		0		0		0		0

		9		Estimated Closing Balance		(1,480)		(1,545)		(1,545)		(1,545)		(1,545)		(1,545)
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