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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. The Kettering Partnership (the local strategic partnership for the borough) has continued to bring together a wide range of partners for its annual conference. The 2010 Conference in October focussed on Better Towns Centres and the success of the Suite 16 projects, Better Education and Skills, and Alcohol Related Harm. The successes also included continuing to jointly fund important services aimed at reducing health inequalities through Keep Healthy @ Kettering when the external funding ended, attracting external funding for the Halfords Tour Series which attracted  7,000 people to  Kettering and 230,000 viewers on national television, and added around £420,000 of economic activity to the locality. Kettering General Hospital is also establishing a phlebotomy unit in the Customer Services Centre in Kettering another sign of the strength of our local partnerships working together to improve customer services as well as a practical example of principle 6 of the ‘modelling for recovery’ principles below.
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.

2.9
There are a number of issues that have emerged as part of the Comprehensive Spending Review (and other recent announcements) that will require explanation and debate through the forthcoming budget process. At this moment in time, members are advised that the current guiding principles (including the modelling for recovery supplementary principles) remain a solid and valid basis from which to base the Council’s Medium Term Financial Strategy. The discipline and longer term perspective these strategies bring will be particularly important in the current economic climate. 
3.
LATEST BUDGET POSITION
3.1 A budget update based upon the period 1st April – 31st October 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: -



[image: image1.emf]Current BudgetProjected OutturnVariance

£££

Gross Expenditure12,658,49012,658,4900

Gross Income(12,658,800)(12,658,800)0

Net Expenditure(310)(310)0


3.3 The Housing Revenue Account is currently projected to be ‘on’ budget.  A number of virements (budget adjustments) have been made in October, which equalise the variances previously reported.  This is in line with the Council's financial regulations and good budget management practice.


Capital Programme


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



[image: image2.emf]Current BudgetProjected OutturnVariance

£££

Expenditure

HRA Schemes2,527,0002,527,0000

General Fund Schemes7,882,0007,882,0000

10,409,00010,409,0000

Financing

Government Grants7,006,0007,006,0000

* Prudential Borrowing1,980,0001,980,0000

Revenue Contribution80,00080,000

Capital Receipts1,343,0001,343,0000

10,409,00010,409,0000

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 is currently projected to be ‘on’ budget.  A number of virements (budget adjustments) have been made in October.  This is in line with the Council's financial regulations and good budget management practice.



3.6 Three schemes have been slipped into 2011/12 because they will not be completed this year.  They are the Replacement of Oil Tanks (£74,000), New Pastures Caravan Site (£570,000) and Desborough Leisure Centre – Fit Out (£75,000).

.

3.7 A new invest to save scheme has been added to the programme to build a Phlebotomy Unit on the ground floor of the council’s offices.  This unique project will see the Council working in partnership with the NHS to deliver a blood collection service.  The scheme will generate an ongoing rental income.



3.8 A new scheme has been added to the programme for Open Space Improvements – Rushton Road Desborough (£50,000).  The scheme is fully funded through the County Council’s playbuilder programme.


General Fund Revenue Account


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



[image: image3.emf]Current BudgetProjected OutturnVariance

£££

Gross Expenditure49,261,76048,790,760(471,000)

Gross Income(35,611,280)(35,090,280)521,000

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



3.10 The reasons for major variances are attached at Appendix D and are summarised in the table below.  The projected deficit of £50,000 is now at a manageable level and should be closed by the expected savings on waste collection, close monitoring of big ticket items is still critical for the remainder of the financial year.    


[image: image4.emf]JulyCurrent

ProjectionsProjections

££

Adverse Variances

Housing Planning Delivery Grant711,000711,000

Planning and Search Fees0101,000

Crematorium Fees026,000

Sub-Total711,000838,000

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)(200,000)

Procurement & Process Savings(51,000)(98,000)

Additional Income0(10,000)

Sub-Total(711,000)(788,000)

Total Expected Variance050,000



4. PROVISIONAL GRANT SETTLEMENT
4.1 The Council is currently awaiting its provisional grant settlement from the Government.  The announcement is expected in early December, if this happens prior to the Executive meeting a verbal update will be given at the meeting.
4.2 Members are reminded that funding for the Council’s general fund budgets comes from Council Tax and Government Grant.  The split for 2010/11 is as follows:


[image: image5.emf]£%

Government Grant7,279,00054%

Council Tax6,323,00046%

Total13,602,000100%

2010/11


4.3 The Councils current assumption for 2011/12 is a cash reduction of 10% (£727,900), which would result in a grant of £6,552,000.  

4.4 Members are reminded that at their meeting in November it was agreed to maintain focus and momentum in delivering savings of between £1.5m and £2m through the Budget Delivery Framework.
5. GOVERNMENT CONSULTATIONS



5.1 In the wake of the Spending Review 2010 announcement the government has released two consultation documents, which could have implications for the Council.  These are listed below with submission dates and an update on current progress is provided: -


· New Homes Bonus Scheme

24th December 2010

· Planning Application Fees - Changes
7th January 2010


New Homes Bonus Scheme


5.2 The consultation paper for the New Homes Bonus Scheme was launched in Kettering on the 11th November 2010 by the Rt Hon Grant Shapps MP.  The Minister said “I was impressed to see the proactive approach taken in Kettering to housing growth.  It is clear that the political and professional leadership of the authority working closely together has created a strong vision for Kettering.  It reinforces this Government’s belief that local authorities and local communities are best placed to determine how their areas should grow.  The Furnace Lane and Market Place developments are real examples of where new and affordable homes can be delivered with local community involvement.” 


5.3 The aim of the New Homes Bonus Scheme is to “create a powerful, simple, transparent and permanent incentive which rewards local authorities that deliver sustainable housing growth.”


5.4 Council officers are still working through the finer details of the consultation paper prior to making a submission to government prior to the 24th December deadline.  

5.5 Council officers have acted as a sounding board for civil servants on the technical design and mechanics of the new scheme and will continue to offer their support. This has resulted in not only the minister launching the scheme in Kettering but also the prospect of considerably more to the bottom line than would otherwise have been the case.


 
Planning Application Fees – Changes


5.6 The government also released a consultation paper on the 15th November 2010, which considers the decentralising of planning application fees.


5.7 Members will recall that Council members and officers have for many years been lobbying government to allow local authorities to set their own fees and recover their costs. 



5.8 The consultation paper is therefore extremely welcome and could have a significant favourable impact on the council’s bottom line.  This is further proof of the effectiveness of the councils lobbying and big ticket item strategy.



5.9 Council officers are still going through the finer details of the consultation paper prior to making a submission to government prior to the 7th January deadline.
6. BUDGET DELIVERY FRAMEWORK UPDATE


6.1 The Council has been working on the workstreams within its Budget Delivery Framework and a number of savings have already been identified and either implemented or will be so prior to April 2011.  There are also many savings which are still in the process of being resilience tested.  This month’s update therefore provides an up to date position statement across the workstreams and on the Prioritisation workstream.


Budget Delivery Framework – Summary Savings
6.2 The following table sets out the both the savings made and potential savings to date: 

TABLE TO FOLLOW
Prioritisation Work Stream


6.3 At its October 2010 meeting, the Executive Committee set out the framework for this work stream to be considered the Council’s two Scrutiny committees.  Research and Development Committee considered the framework at its meeting on the 20th October and Monitoring and Audit Committee did so on the 23rd November 2010.  Both of the committee Chairs have been invited to this meeting in order to provide feedback in person.
6.4 The meeting minutes for the items have been included at Appendix E.

6.5 Both Committees fully supported the approach set out for the Prioritisation Framework,  with the following comments being made during the debates:

· Fully support the logical and transparent approach;
· In principle, agree that this workstream should be the last port of call but fear that in the longer term we might need to use the prioritisation workstream more than we think;
· Recognition that some services may need to stop in their entirety and that a strategic approach should be taken;
· Pleased to see that vacant posts were being ‘held’ in some areas to generate in year savings ( this point was identified from the Key Performance Booklet);
· Make sure we are sharing best practice with others regarding driving efficiencies;
· There is a need to move quickly to generate savings
· Glad to see that some initiatives to generate more income are being explored;
· That ward councillors’ local knowledge should be utilised in future debates around prioritisation.

7. MONITORING & AUDIT RECOMMENDATION - WELFARE RIGHTS GRANT

7.1 Following the Credit Crunch Summit was held in December 2008 the Executive, agreed that a grant of £4,950 be awarded to Kettering Welfare Rights for 2009/10. 


7.2 The grant was awarded specifically to increase capacity for advice and the home visiting service relating to specified benefits i.e. Disability Living Allowance, Attendance Allowance and Carers’ Allowance. 



7.3 Performance information has been reported to Monitoring and Audit Committee which now recommends that that the grant is paid to March 2011 and that the continuation of the grant should be considered as part of the budget process.


8. CONSULTATION AND CUSTOMER IMPACT


8.1 Section 4 of the Budget and Policy Framework requires the Council to set out the formal consultation period for the 2010/11 budget process.  Appendix H outlines the key committee dates and the formal consultation period, which is from 19th January 2011 to 24th February 2011 when the Council sets the Council Tax for 2011/12.


9. POLICY IMPLICATIONS


9.1 There are no direct policy implications in this report.


10. USE OF RESOURCES


10.1 The implications on the Council resources are considered throughout the report.

Background Papers:

Previous Reports/Minutes:

Title of Document: Various

Ref: Exec Reports
Date: Dec 2010

Date: July, September, October & November  2010
Contact Officer: Paul Sutton
1.	PURPOSE OF REPORT





The purpose of the report is to:	�


Remind members of the Guiding Principles that underpin the Council’s Financial Strategy;	





Provide an update of the latest budget position for 2010/11;	





Update members on outstanding government consultations;





Provide some background to the grant settlement expected in early December.  A verbal update will be provided at the meeting if further information is received in time;	





Feedback on the work that is taking place in relation to the Budget Delivery Framework, including scrutiny committee feedback on the Prioritisation Workstream;





Consider a recommendation from Monitoring & Audit Committee regarding grant funding arrangements for Welfare Rights.





Approve the formal budget consultation period.








11.	RECOMMENDATIONS


	�That the Executive;





Continue to endorse the ‘golden rules’ and the ‘modelling for recovery principles’ (as outlined in section 2.4 and 2.7);





Approves the latest budget and notes the latest budget position (as outlined in section 3);





Note the background comments made about the grant settlement (as outlined in section 4);





Note the ongoing work in responding to the two outstanding government consultation papers (as outlined in section 5);





Note the current savings delivered through the Budget Delivery Framework and consider the comments from scrutiny committees on the Prioritisation workstream (as outlined in section 6).





Consider the recommendation from Monitoring & Audit Committee regarding the Welfare Rights grant (as outlined at 7.3);





Approves that the formal budget consultation period runs from 19th January 2011 until 24th February 2011.
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