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2.
BACKGROUND
2.1
The ‘maintaining a durable budget’ report is now a standing report to every meeting of the Executive Committee. 

2.2 The Council’s financial strategy and budget were approved at February’s meeting of Full Council. The key messages in relation to the General Fund budget were;

· Council Tax is below the national average (around £3 per week) 

· The Council has a strong financial platform (no reliance upon reserves)

· There is no ‘structural operational deficit’ (commonly referred to as a ‘black hole’) in the budget

· 2010/11 is a balanced budget (provided trajectory of past efficiency savings continues)

· Future financial position is ‘difficult but doable’ – the main uncertainty being future levels of Central Government Grant

· Service delivery in priority areas continues to improve and is above average
· The Council continues with a counter cyclical approach to help the local economy.


2.3 The previous ‘maintaining a durable budget’ reports have outlined the context for the Council’s current 'strong financial platform' and the approach being adopted to manage the Council through the current and future funding cuts.  The key elements of these are summarised in the following paragraphs.



2.4 The Council, unlike many authorities, has a 'strong financial platform'. This is largely due to the long-term success of its Medium Term Financial Strategy.  The foundation of the strategy are the 'guiding principles' and 'modelling for recovery principles' which are set out below: - 


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).

2.5 The guiding principles have been instrumental in delivering the Council to a position where it has no 'black hole.'  The principles discourage the use of one-off reserves to balance the budget in favour of more sustainable methods like proactive budget management, ongoing efficiency savings and attracting external funding.



2.6 The Council has recognised that as a major economic engine in the Borough it has an important role as a stimulus for the economy and as support to other local businesses.  The Council hosted an extremely successful Credit Crunch summit and was able to work with a local construction company to complete the regeneration of the market place when the original contractor ceased trading.  

2.7 In addition to this the Council committed to a set of counter cyclical 'modelling for recovery' principles.  The principles were designed to help the Council continue to invest in both infrastructure and services and to help achieve its major objectives of higher grade higher density jobs, better town centres and a better education offer.

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 that we currently have no long-term debt, we should be prepared to 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.



2.8
Whilst the 'guiding principles' and 'modelling for recovery' principles have provided a robust framework to work within the success comes from an ability to deliver.  The Council has an excellent track record of delivering in three key areas spending to budget, driving efficiency savings and attracting external funding.

3.
LATEST BUDGET POSITION
3.1 A budget update based upon the period 1st April – 31st August 2010 for each of the Council’s three main accounts (Housing Revenue, Capital and General Fund) is set out below.


Housing Revenue Account



3.2 The updated Housing Revenue Account monitoring statement as at 31st August 2010 is attached at Appendix A along with reasons for major variances.  A summary of the projected outturn position is shown in the table below: -
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1.

Who benefits from the scheme?

Choice

Need

Universal

Does the customer choose to use the service e.g. 

the leisure centres or need the service e.g. benefit 

or is it universal e.g. waste collection?
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Yes
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2.

Corporate Objectives?

No

Yes

Does the scheme make a clear contribution to 

achieving corporate objectives?
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3.

External Funding?

None
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A Lot

Does the scheme attract external funding?

No

Yes
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4.

Provision of Service?

Discretio

nary

Statutory

Does the Council choose to provide the service 

(dicretionary) or have to provide the service 

(statutory)?

No

Yes

Yes

5.

Revenue Benefit?

None

Some

A Lot

Does the scheme result in any revenue benefits?

6.

Transition Time?

Phased

Immediate

How long will it take to achieve the full saving?



3.3 The Housing Revenue Account is currently projected to be ‘on’ budget the projected on HRA subsidy is offset by managing repairs and general management and higher than expected rent levels.  


Capital Programme



3.4 The updated Capital Programme monitoring statement as at 31st August 2010 is attached at Appendix B.   A summary of the projected outturn position is shown in the table below: - 
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£££

Expenditure

HRA Schemes2,527,0002,527,0000

General Fund Schemes8,305,0008,305,0000

10,832,00010,832,0000

Financing

Government Grants7,470,0007,470,0000

* Prudential Borrowing2,019,0002,019,0000

Capital Receipts1,343,0001,343,0000

10,832,00010,832,0000

Net Expenditure000

* The Council has no long term cash debt but uses internal borrowing, in line with its “modelling for recovery” principles to support capital investment.


3.5 The capital programme reflects no major variations in schemes at this stage in the year.  This will continue to be closely monitored by the Corporate Asset Management Team.


General Fund Revenue Account


3.6 The updated General Fund Revenue monitoring statement for August 2010 is attached at Appendix C.  A summary of the projected outturn position is shown in the table below: -
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£££

Gross Expenditure49,261,76049,711,760450,000

Gross Income(35,611,280)(36,011,280)(400,000)

Net Expenditure13,650,48013,700,48050,000



3.7 The reasons for major variances are attached at Appendix D and are summarised in the table below.  A number of the expected savings reported in July have now been resilience tested and incorporated into the projected outturn.  However projected overspends have now been identified for both planning and search fees.  Whilst the gap should still be closed by expected savings on waste collection, close monitoring of big ticket items will remain critical for the whole of the financial year.    


3.8 The importance of Fees and Charges on such issues as Planning and Search Fees is particularly important.  In accordance with the approved guiding principles and budget delivery framework this Council has, on behalf of all District Councils; lead the national debate with Government on this issue.  We have emphasised the need to ensure fees are set on a cost recovery basis as a minimum, and that in particular council taxpayers should not be required to subsidise services provided to commercial organisations.  These discussions are ongoing and members will be kept informed of progress.
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££

Adverse Variances

Housing Planning Delivery Grant711,000711,000

Planning and Search Fees0125,000

Sub-Total711,000836,000

Favourable Variances

Additional Concessionary Travel Grant(370,000)(370,000)

2010/11 National Pay Award (110,000)(110,000)

Additional Waste Collection Savings - 

(this is still being resilience tested)

(75,000)0

Next Steps and Associated Savings(105,000)(211,000)

Procurement & Process Savings(51,000)(79,000)

Additional Income0(16,000)

Sub-Total(711,000)(786,000)

Total Expected Variance050,000



4 BUDGET DELIVERY FRAMEWORK UPDATE


4.1 The Council’s Budget Delivery Framework is set out below.  The focus of this month's update is the Prioritisation and Lobbying workstreams and the Capital Review.

Prioritisation Work Stream

4.2 At the previous Executive, members received an outline of the Priorities Workstream objectives, together with a reminder of current corporate objectives which were adopted in 2006.


4.3 An outline framework was also presented to Executive in that report setting out a number of robust questions which would be instrumental in considering priorities (and lesser priorities).


4.4 In effect, the Priorities workstream will provide the ‘balancing figure’ once the other seven workstreams have delivered their savings towards the overall total savings target.   It is preferable that the other seven workstreams do generate sufficient savings to deliver the balanced budget, but work on priorities is considered vital in order to plan for every eventuality. Indeed, the work that is undertaken on this workstream may feed ideas into the innovation group prior to any formal consideration of priorities themselves.
4.5 Furthermore, it is considered that undertaking a prioritisation exercise may reveal anomalies in any case, which the Council would want to resolve or take advantage of, as part of the durable budget exercise.  In essence, the framework will provide a useful mechanism to assess service delivery and service improvement.

4.6 This will also support the “smoothing” approach agreed by the Executive in July by achieving the total savings target over a number of years and delivering change in a controlled and well managed way.  This ‘smoothing’ strategy will enable proper consideration and communication to take place before any necessary service changes are approved which might affect customers, stakeholders and staff.

4.7 Since the September Executive, further work has been undertaken to develop the draft framework.  The Objectives of this workstream have been further developed, as set out below:

•
To stimulate fresh thinking about service delivery patterns and practices

• To align historic practices and current priorities / funding

•
To make a conscious choice of where we might make changes

•
To reality check the consequences of such changes

•
To be primed and ready with early preparation work

4.8 To deliver these objectives, a number of criteria have been developed which will allow members to develop a ‘lens’ through which services can be viewed in order to clarify priorities in a consistent, transparent, and fair way.
The criteria and the way that services might be assessed against each are set out in the table below.   The way that the criteria and assessments have been framed will help secure the objectives set out in 4.7 above.
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1Who uses the Service?Choice / Need / Universal

Does the customer choose to use the service e.g. the 

leisure centres or need the service e.g. benefit or is it 

universal e.g. waste collection?

2Financial Saving to Service Impact ratioHigh / Medium / Low

What is the level of service impact created by the 

saving?

3Provision of Service?Discretionary / Statutory

Does the Council choose to provide the service 

(dicretionary) or have to provide the service 

Contribution to Local EconomyLow / Medium / High 

Does the service contribute toward the Council's 

main local economy priorities?



Town Centres 



Jobs 



Education

5Transition CostsLow / Medium / High

Are there one-off costs of achieving the full saving 

e.g. redundancy costs?

6Transition TimeWeeks / Months / Years

How long will it take to achieve the full saving?

7Transition TurbulenceLow / Medium / High

Are there adverse impacts on other service areas?

8Predictability and Durability of YieldHigh / Medium / Low

How certain is it that the saving will both materialise 

and continue?

9

Standard of Service? 

(Historic/accident?)

Premium / Par / Discount

What is the current standard of service and was this a 

conscious choice?

10Impact on PartnersLow / Medium / High

Does the financial saving have an implications for 

Council partners?

4


4.9 Members are invited to consider the criteria prior to inviting Scrutiny Committees to examine and challenge the proposed methodology.  Scrutiny’s comments will be presented to Executive in December.   

4.10 In parallel with Scrutiny Committees considerations, officers will work up draft proposals during the autumn using the developing framework in order to assess its robustness.  For example, baseline data will need to be collected and assessed in order for the assessment to be undertaken against the criteria.  These proposals will take time to develop and test.

4.11 In addition to the work outlined above, It will be important to develop mitigation factors to apply before any changes to services are made.  This will help ensure the Council has a flexible framework from which to apply changes over time.
4.12 For example, savings generated might not all be ‘banked’ as savings, but a proportion might be reinvested back into the service area to compensate for any changes proposed.

4.13 It is therefore likely that ideas and proposals from this workstream will cross over into both the Fees and Charges, Partnership or Innovation workstreams.

4.14 It is intended to present back to Executive with proposals for consideration in January 2011, when more detail will be apparent regarding the overall savings requirement and the delivery of savings through the other workstreams.
Capital Review

4.15 This workstream is a little different to the others in that it concerns capital expenditure. As such it will only have a direct impact on the Council’s revenue account in the following ways;

Investment Income

If the Council has any surplus capital funds, it will invest these in the capital markets to earn a rate of return (through interest).  However, the “modelling for recovery” principles recognise that investments in our local economy could generate better returns be they direct financial returns or wider local economy benefits.. 

Accordingly, any capital expenditure financed through capital funds results in a negative impact on the councils revenue account because it removes an opportunity to use the funds to generate investment income.

Financing Costs

If the Council finances a capital scheme through external borrowing, the financing costs of the borrowing have to be paid for from the revenue account. As such, this source of funding is a direct cost to the revenue account.

Revenue Funding

If the Council has surplus revenue funds in its reserves, it can legitimately use these to directly fund capital schemes. 

By doing this, the council’s revenue account will be impacted by losing the ability to earn interest on the funds and also loses the ability to use the funds to finance any revenue expenditure at a later point.

Invest to Save 

Capital schemes can be targeted on specific projects that will yield future savings for the revenue account (known as invest to save schemes). 

The use of one-off capital funding can stimulate changes to processes and service delivery that can result in on-going revenue savings and hence relieve pressure on the revenue budget.

4.16 In recent years, potential capital schemes have been evaluated against the following ‘broad’ criteria prior to being considered against the level of available funding;
a. Fit to corporate objectives

b. Access to external funding (net cost)

c. Customer impact

d. Environmental impact

4.17 The context of the current workstream means that more specific and relevant evaluation criteria needs to be developed. These can then be used to re-classify the current list of approved capital schemes together with any new scheme submissions.
4.18 The capital review will initially consider General Fund capital schemes only.
4.19 The following guidelines could be used for the capital review;

Lobbying
4.21
The Council submitted a response to the DLCG consultation on the Local Government Finance Formula Grant. A copy of the response is detailed at Appendix E. The main issue which the Council has brought to the departments attention is that of the funding arrangements for Concessionary Travel. 

4.22
The transfer of Concessionary Travel from District and Borough Councils to County Councils should result in the following outcomes for any District / Borough Council;

· There should be no residual cost remaining for districts after the function is transferred.

· Only the grant that has specifically been provided to each District / Borough for the scheme should be redirected to the County Council.

· The transfer should only re-direct existing grant funding at an individual council level – it should not be used to remedy any issues that may exist at regional or a national level in relation to the funding required for the scheme.

· Any transfer must take place at “grant” level not at “cost” level.

5. CONSULTATION AND CUSTOMER IMPACT
The work to be undertaken through the budget delivery framework will provide the basis for the Council’s budget for 2011/12.  The formal consultation process will be set out at the December Executive with consultation commencing early in 2011.


6. POLICY IMPLICATIONS
There are no direct policy implications in this report.
7. USE OF RESOURCES
The implications on the Council resources are considered throughout the report.
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1.	PURPOSE OF REPORT





	To provide an update to members on the following;





A reminder of the Council's Medium Term Financial Policy


An update of the latest budget position


An update on the work that is taking place on the ‘budget delivery framework’ in relation to the priorities workstream and the capital review.





8.	RECOMMENDATIONS


�That the Executive: -	�


In relation to the priorities workstream;





Endorses the overall aims set out in 4.7 above.	�


Endorses the Criteria and assessment methodology for the priorities workstream, as set out in the table at paragraph 4.9





Invites the Scrutiny Committees to comment on the framework in a & b above and its comments to be reported back to Executive in December 2010.





In relation to the capital review:	�


Endorses the Criteria and assessment methodology for the capital review as set out in the table at paragraph 4.20.	











_1347181469.xls
Sheet1

		Table 1

				Current Budget		Projected Outturn		Variance

				£		£		£

		Gross Expenditure		49,261,760		49,711,760		450,000

		Gross Income		(35,611,280)		(36,011,280)		(400,000)
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				Current Budget		Projected Outturn		Variance

				£		£		£

		Expenditure

		HRA Schemes		2,527,000		2,527,000		0

		General Fund Schemes		8,305,000		8,305,000		0

				10,832,000		10,832,000		0

		Financing

		Government Grants		7,470,000		7,470,000		0

		* Prudential Borrowing		2,019,000		2,019,000		0

		Capital Receipts		1,343,000		1,343,000		0

				10,832,000		10,832,000		0

		Net Expenditure		0		0		0
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				July		Current

				Projections		Projections

				£		£

		Adverse Variances

		Housing Planning Delivery Grant		711,000		711,000

		Planning and Search Fees		0		125,000

		Sub-Total		711,000		836,000

		Favourable Variances

		Additional Concessionary Travel Grant		(370,000)		(370,000)

		2010/11 National Pay Award Assumption		(110,000)		(110,000)

		Additional Waste Collection Savings - (this is still being resilience tested)		(75,000)		0

		Next Steps and Associated Savings		(105,000)		(211,000)

		Procurement & Process Savings		(51,000)		(79,000)

		Additional Income		0		(16,000)

		Sub-Total		(711,000)		(786,000)

		Total Expected Variance		0		50,000
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		Table 1

				Current Budget		Projected Outturn		Variance

				£		£		£

		Gross Expenditure		12,615,490		12,649,490		34,000

		Gross Income		(12,615,800)		(12,649,800)		(34,000)

		Net Expenditure		(310)		(310)		0
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