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2.
BACKGROUND
2.1 The Council’s budgets were approved at February’s meeting of Full Council. The key messages in relation to the General Fund budget were;

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


· The Council has maintained its balanced budget without cutting front line services or using one-off reserves;


· The budget is of course only a paper exercise and the challenge of delivering the £1.3m of savings during 2012/13 must not be underestimated.  The Council’s focus will remain on maintaining the delivery of high quality front-line services however with the level of changes necessary some transition turbulence is inevitable.

· A further £777,000 of savings is estimated to be needed to balance the budget for 2013/14.  

· The financial outlook past 2013/14 is impossible to predict with a new government grant regime and the localisation of Council Tax benefit being introduced from 1 April 2013.  The Council will need to maintain its focus on big ticket items and continue with its successful lobbying strategy.


2.1. 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 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
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.
2.5 The Council’s Budget Framework and adherence to the guiding principles, Modelling for Recovery Principles and the Budget Containment strategy have enabled the Council to continue to deliver a balanced budget without reductions in front line services.
2.6 In terms of setting a balanced budget, the Council’s strategy has been successful, although it has to be stressed that the budget setting process is a paper exercise and all the changes being proposed have to be realised and delivered over the next year if we are to avoid additional strain being placed on the following years’ budgets. The budgets for 2012/13 will be closely monitored through out the year and any variances will be reported to the Executive as part of the Durable Budget report.
3 POLICY POSITION



3.1 Members are reminded that for the last two budget rounds, the Council has used the following budget delivery framework to help deliver its ambitious financial strategy. The framework consists of eight workstreams – as illustrated below ;
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3.2 As previously reported to this committee, 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. 
3.4 Given the success of the strategy to date, members are recommended to continue using the existing budget delivery framework for the preparation of the 2013/14 budgets. Specifically, members are recommended to adopt;

“that the same methodology be applied to the formulation of the 2013/14 budget as it applied to the 2012/13 budget, with particular reliance on:-


- the existing guiding principles


- the existing modelling for recovery principles


- the existing budget containment strategy


- the existing eight workstreams”
3.5 The Council’s current Medium Term Financial Forecast is reproduced below for information. 
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ForecastForecastForecastForecastForecastForecast

£000£000£000£000£000£000

1Net Council Budget13,92812,70811,90011,59311,49611,117

2Forecast Resources:

Central Government Grant(5,464)(4,784)(4,497)(4,227)(3,973)(3,973)

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

Income From Council Tax(6,389)(6,411)(6,443)(6,476)(6,509)(6,542)

Total Resources(11,878)(11,220)(10,965)(10,728)(10,507)(10,540)

3Budget (Surplus) / Deficit2,0501,488935865989577

4Council Tax Grant(158)(158)(158)(158)00

5Budget Frameworks(1,906)(1,330)0000

6Savings - To be secured00(777)(707)(989)(577)

7Budget (Surplus) / Deficit(14)00000

2011/122012/132013/142014/152015/162016/17

£000£000£000£000£000£000

8Estimated Opening Balance(1,415)(1,429)(1,587)(1,587)(1,587)(1,587)

Budget (Surplus) / Deficit(14)00000

Council Tax Grant 2012/130(158)0000

9Estimated Closing Balance(1,429)(1,587)(1,587)(1,587)(1,587)(1,587)

GENERAL FUND WORKING BALANCE

MEDIUM TERM FINANCIAL FORECAST

Zone of 

Predicability

Zone of Unpredictability


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 Grant. 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.

4 
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. 

Council Tax Grant 2012/13 – This is a grant the Council receives from central government for one year in return for freezing Council Tax in 2012/13. This is equivalent to the cash that would have been received if a 2.5% increase had been levied. 
5 
Budget Frameworks – This identifies the total savings identified through the budget frameworks.

6      
Savings to be secured – This identifies the total resources required to balance the budget in future years after 2012/13.

4 BUDGET UPDATE 
GENERAL FUND 2011/12
4.1 Members are reminded that in the current financial year (2011/12) the General Fund required budget savings of £1.9m in order to set a balanced budget.

4.2 As recently reported to members - the Council is on track for delivering the savings this year. 
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4.3 In addition to the above, the Council is currently projecting a further ‘underspend’ in the region of £750,000. This is due to the early delivery of some of the savings that are required for 2012/13 (£450,000) together with a number of one-off items. This will be kept under review.
4.4 As previously agreed, any ‘underspend’ in excess of the original £1.9m target will be used to increase earmarked reserves to help provide additional flexibility and protection against business risks / threats. This approach has been endorsed by the Council’s external auditors, KPMG. 

4.5 The General Fund revised budget for 2011/12 now takes account of these figures.
GENERAL FUND - 2012/13

4.6 From the recent budget process, Members will recall that additional ongoing savings of £1.3m are required for 2012/13. These have been identified as in the following table; 
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Savings 2012/13

Staff 

Suggestion / 

Service Plan / 

Innovation

Fees & 

Charges

Partner

ships

Capital 

Review 

(GF 

Impact)

LobbyingTotal

£'000£'000£'000£'000£'000£'000

Staffing & Staff Related(290)(28)0

(318)

Premises(105)00

(105)

Operating Costs(86)(16)00

(102)

Total Expenditure Savings(481)0(44)00

(525)

Income(34)(234)(247)(290)

(805)

Total Savings(515)(234)(44)(247)(290)(1,330)


4.7
As previously reported through the recent budget process, good progress is being made and confidence remains high that the savings target will be achieved through the continued use of the budget delivery framework. 
HOUSING REVENUE ACCOUNT 

4.8 The Housing Revenue Account is currently on target to deliver to its revised budget for 2011/12 and to its draft budget for 2012/13.
4.9 As reported to members during the recent budget process, work continues on developing a long term business plan for the HRA in response to the Government’s new system of self financing. This will be reported through to members later in the year. 

4.10 At the last meeting of the Executive Committee, members approved the new Treasury Management Strategy for 2012/13. Included within that strategy are the steps that are currently being followed to enable the Council to finance the £72.9m of external debt (about £21,000 per house) that it will be allocated from the Government at the end of this month.

CAPITAL PROGRAMME 

4.11
The Capital Programme is currently estimated to be as per the programme approved by Council on the 23 February 2012.

5. INFLUENCING THE FINANCIAL LANDSCAPE - POST APRIL 2013 
5.1 Members have previously been advised about the scale of uncertainty that currently exists in the period from April 2013.
5.2 The following illustration is reproduced from the February budget report;
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5.3 The Council has been instrumental in designing and setting up a conference for local authority partners within the County to discuss the financial and practical issues associated with the potential scale of change that will take place to the national funding regimes from April 2013.
5.4 The Conference will take place on the 24th April and will aim to achieve the following;

· Share information and understanding

· Try to achieve a common level of understanding of the key issues

· Understand the options

· Start a dialogue about common approaches 

· Understand the potential financial implications for each local authority partner

5.5 The Conference will primarily concentrate on the proposals for Business Rate Retention and the Localisation of Council Tax Benefit however it will need to touch on Welfare Reform and Universal Credit also.

5.6 As previously reported to members, the Council’s Chief Executive has been invited to take part in the national steering group looking at the proposals for the Retention of Business Rates. Initial meetings have taken place at national level and further details are expected to be released by CLG at the beginning of May 2012. It is difficult to do any detailed preparation work before CLG issue further information, however getting all local authorities in the County to the same level of understanding in the meantime is important.
6. CONSULTATION AND CUSTOMER IMPACT


6.1 None.  


7. POLICY IMPLICATIONS


7.1 None


8. USE OF RESOURCES


8.1 None as a direct result of this report
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1.	PURPOSE OF REPORT





The purpose of the report is to:	�


Provide Members with a reminder of the Council’s medium term financial strategy and associated guiding principles;





Agree the high level budget process for 2013/14;





Provide an update of the delivery of efficiency savings for 2011/12 and 2012/13;





Outline the work that is taking place within the Council to help influence the changes that will take place from April 2013 in relation to Business Rates and Council Tax Benefit.
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9.	RECOMMENDATIONS


	�That the Executive;





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





Approve the budget process for 2013/14 as outlined section 3;





Note the delivery of efficiency savings for 2011/12 and 2012/13;





Endorse the Council’s involvement in the Finance conference for Business Rates Retention and Council Tax Benefit Localisaiton.
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																APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

				Identified Framework Savings 2012/13		Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review (GF Impact)		Lobbying		Total

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

		1		Staffing & Staff Related		(290)				(28)		0				(318)

		2		Premises		(105)				0		0				(105)

		3		Operating Costs		(86)				(16)		0		0		(102)

				Total Expenditure Savings		(481)		0		(44)		0		0		(525)

		4		Income		(34)		(234)				(247)		(290)		(805)

				Total Savings		(515)		(234)		(44)		(247)		(290)		(1,330)

				Total Per MTFS												0

				Difference												0
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		MEDIUM TERM FINANCIAL FORECAST

						Zone of Predicability				Zone of Unpredictability

						2011/12		2012/13		2013/14		2014/15		2015/16		2016/17

						Forecast		Forecast		Forecast		Forecast		Forecast		Forecast

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

		1		Net Council Budget		13,928		12,708		11,900		11,593		11,496		11,117

		2		Forecast Resources:

				Central Government Grant		(5,464)		(4,784)		(4,497)		(4,227)		(3,973)		(3,973)

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

				Income From Council Tax		(6,389)		(6,411)		(6,443)		(6,476)		(6,509)		(6,542)

				Total Resources		(11,878)		(11,220)		(10,965)		(10,728)		(10,507)		(10,540)

		3		Budget (Surplus) / Deficit		2,050		1,488		935		865		989		577

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

		5		Budget Frameworks		(1,906)		(1,330)		0		0		0		0

		6		Savings - To be secured		0		0		(777)		(707)		(989)		(577)

		7		Budget (Surplus) / Deficit		(14)		0		0		0		0		0
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				Budget (Surplus) / Deficit		(14)		0		0		0		0		0

				Council Tax Grant 2012/13		0		(158)		0		0		0		0

		9		Estimated Closing Balance		(1,429)		(1,587)		(1,587)		(1,587)		(1,587)		(1,587)
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Savings Monitoring
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