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2.
KEY ISSUES
2.1 Members are referred to the budget report (and supporting appendices) that the Executive Committee considered at its meeting of 19 January 2011. 

2.2 To assist Members understanding of  the main issues, the ‘key issues summary’ that is included at Section 9 of the budget report  is reproduced below;


2010/11

· The HRA, Capital and General Fund accounts are on target to come in at an acceptable level.


· Over £1.25m of general fund savings will have been achieved in 2010/11 if that account is brought in on budget.


· Such savings are in addition around £1.9m in the preceding few years.


2011/12

· The Housing Revenue Account continues to show the adverse impact of negative subsidy. In short around one pound in three of all rents received will have to be paid to the government and not spent on local services. This accounts to an estimated £4.5m in 2011/12. HRA reform will not signal the end of this leakage.

· The Capital programme is smaller and has more emphasis towards schemes with better revenue yields.
· The pressure on the General Fund (i.e. Council Tax) is unprecedented:-


· The economy adds cost pressures via inflation, workload increases and income decreases.



· Grant cuts of 15.7% will be made in 2011/12

· The need for over £2m of savings against the backcloth of what has already been achieved (see above) is a very tall order.

· The budget delivery framework has identified around £1.4m of savings leaving around £500,000 to find.

· Possible strategies have been identified which although not ideal do hold out the prospect of closing that gap.

The Medium Term

2012/13 General Fund (Council Tax)


· The position for 2012/13 requires further savings of over £1m. If any of the strategies for closing the remaining £500,000 2011/12 gap are not ongoing they add to that savings target.


Beyond 2012/13


· Government has signalled its intention to significantly change the funding system. This brings considerable uncertainty and risk to future projections.


Other Considerations


· The projections in all years rest on the Executives adherence to the “Guiding Principles” (para 4.5); the “Modelling for Recovery Principles” (para 4.7) and the Budget Containment Strategies (para 4.9) as well as maintenance of our best practice approach to generating fees and charges.


· The comfort margin in these forecasts has been removed. Year on year savings of these magnitudes have and will continue to take capacity out of the organisation. The priority has been front line delivery and accordingly members may notice a reduction in some areas of internal delivery, as well as our capacity to influence longer term strategic issues.


· Many of the changes to be implemented are untested and it is inevitable some transition turbulence may be experienced even with the focus on protecting front line service delivery.


· All the council’s partners, elected councillors and staff should feel proud of reaching this point. However we must maintain this extraordinary effort if we are to achieve our ambitious objectives.


Draft Budget 2011/12 – Supplementary Information

2.3 Generally speaking local authorities and particularly boroughs like Kettering find in times of recession that there is an increase in demand for its services, which increases expenditure whilst the income which it raises locally, for example through planning and building control, will reduce.  To assist the scrutiny process, the following are some of the key budget drivers that Members may wish to discuss (these are detailed in full in the January Executive report - paragraphs 7.7 – 7.17): 

Service Pressures



a.
Concessionary Fares

b.
Homelessness

c.
Utilities Costs



d.
Development Control, Building Control and Land Charges 



e.
Car Parking 

Budgetary Framework

2.4 The Executive Committee in May 2010 approved a budgetary framework to help it not only prepare for the 2011/12 budget cycle but for managing the business in the medium and longer term. Their aim was to ensure the Council remains in both a strong financial position, can adapt quickly to change and can continue to deliver against the key priorities set.

2.5 The impact of the Government Grant settlement has been that the Budget Delivery Framework’s objective of producing £1.5m - £2m savings over 4 years now requires a broadly similar level of savings in 2 years.  A high level table has been produced below of the savings identified, tested and incorporated into the budget.  
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£'000 £'000 £'000 £'000 £'000 £'000 £'000

Staffing & Staff Related (599) (51) (8)

(658)

Premises (22) (18) (9)

(49)

Operating Costs (166) (70) (12) (72)

(320)

Income (74) (207) (100)

(381)

Total Savings (861) (207) (139) (129) (72) 0 (1,408)


2.6 The chart below illustrates the mitigation delivered through the 7 efficiency related work streams compared against the budget gap: -
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The Budget Gap

2.7 The remaining budget gap is £519,000.  There are a number of possible options that members may wish to consider for closing the gap and these are summarised below and are explained in detail in the January Executive report (paragraphs 7.47 – 7.54).
· Concessionary Travel Discretionary Element around £120,000
· New Homes Bonus – The current estimate for this is £230,000 for 2011/12.  
· Planning Fees – A fee rise is anticipated from 1st April and the estimate is £75,000.  
· Use of balances – The Council could use up to £100,000 as a one-off in 2011/12 without breaching its Golden Rules. 

2.8 The above options all have some risk factors attached and some will not be definite until after this meeting.  However whilst not ideal strategies these considerations taken together may be sufficient to balance the remaining budget gap.  
Medium Term Financial Forecast

2.9 The Government have indicated that they will introduce a new funding structure for local government for the years 2013/14 and beyond - as such the illustrations outlined in the Councils Medium Term Financial Strategy (Section 8 of the January Executive Report) for these years are very uncertain and should not be relied upon. We have assumed a 6% reduction for forecast years it could be significantly more.  In recent changes districts in general; and Kettering in particular have been the biggest losers.  
3. CONSULTATION AND CUSTOMER IMPACT
The formal budget consultation period is from 19th January 2011 to 24th February 2011 when the Council sets the Council Tax for 2011/12. Comments from this Committee will be reported to the Executive for consideration at it’s meeting on 16th February 2011.
4. POLICY IMPLICATIONS
There are no direct policy implications as a result of this report.
5. FINANCIAL RESOURCE IMPLICATIONS

The implications on the Council’s resources are considered throughout this report.
6. HUMAN RESOURCE IMPLICATIONS

None as a result of this report.
7. LEGAL IMPLICATIONS
None as a result of this report.
\T
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RECOMMENDATION


That the Committee considers the initial budget proposals of the Executive and submit any comments back to the Executive for consideration at the Executive meeting of 16th February 2011.





1.	PURPOSE OF REPORT





In accordance with the Council Constitution, this Committee should consider the Council’s draft budget proposals and submit any comments back to the Executive for consideration at its meeting on 16th February 2011.





Members are requested to perform the scrutiny role on the draft budget proposals and submit any relevant comments back to the Executive for further consideration. 





When considering the draft budget, members will need to ensure that they have a general understanding of the main budget drivers, the services that comprise the budget, and the process that has been followed when putting the budget together. A short presentation will be given at the start of this item to ensure that the key issues are highlighted to members.





A copy of the Executive budget report from its meeting of 19th January 2011 has already been circulated to all Members. Members are requested to bring copies of the Executive report with them to this meeting. Additional copies can be obtained from Democratic Services or accessed via the Council Website.
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Frameworks 201112 Summary

																		APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

						Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review		Lobbying		Prioritisation		Total

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

		1		Staffing & Staff Related		0				0		0						0

		2		Premises		0				0		0						0

		3		Operating Costs		0				0		0		0				0

		4		Income		0		0				0						0

				Total Savings		0		0		0		0		0		0		0

				Total Per MTFS														0

				Difference														0





Frameworks 201112 Summary (2)

																		APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

						Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review		Lobbying		Prioritisation		Total

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

		1		Staffing & Staff Related		(599)				(51)		(8)						(658)

		2		Premises		(22)				(18)		(9)						(49)

		3		Operating Costs		(166)				(70)		(12)		(72)				(320)

		4		Income		(74)		(207)				(100)						(381)

				Total Savings		(861)		(207)		(139)		(129)		(72)		0		(1,408)

				Total Per MTFS														0

				Difference														0
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