

Appendix A


Key Issues Summary

2012/13
· The Council has continued to use its own specific ‘budget delivery framework’ for the consideration and subsequent delivery of the £1.3m of savings required for the General Fund for 2012/13.

· Once the budget was approved in February 2012, the challenge was to turn the ‘paper based savings exercise’ into reality so that the £1.3m of savings were actually delivered.

· From the information contained in the budget report (and previously reported to the Executive Committee through a series of Durable Budget Reports) it can be seen that the original savings target of £1.3m is being delivered successfully.

· In addition to the original target, the Council is currently projecting a further £750,000 under-spend during 2012/13, these are a combination of some early delivery of the on-going savings required to balance the budget in 2013/14 (c£150,000) and a number of one-off items (c£600,000). As previously approved by the Executive, this underspend will be put into reserves to help the Council protect itself from the many service and budget pressures that exist in the post April 2013 world.
2013/14
· The national landscape is changing significantly from 1 April 2013 with the introduction of the Business Rates Reform and Localisation of Council Tax Benefit. This brings greater uncertainty and volatility to future projections.
· The Council needs to continue its excellent track record of delivering budget savings to balance the budget for 2013/14.

· Prior to the consideration of any council tax increase, it is estimated that £949,000 of savings will be required. We will start 2013/14 in a similar position to 2012/13 because of the continued use of the Council’s successful budget delivery framework which has resulted in the Council already having secured some of the on-going savings required for 2013/14. The remaining savings have also been identified and the Council is confident that these will be delivered during 2013/14.

· A capital programme of in excess of £6m is not inconsiderable for a District Council of Kettering’s size and no doubt a welcome boost to the local economy.

· The Council uses the budget “swingometer” as detailed at Appendix A – Section 1 to highlight and assess the sensitivity of the most volatile and material budgets.  The “swingometer” shows some significant swings reflecting the economic climate.  It must be stressed however that the Council has an excellent track record of spending at or around budget, even when faced with significant in year pressures, and a strong balance sheet with a level of reserves sufficient to cover the risks outlined in the “swingometer”.
The Medium Term

2014/15 and Beyond
· Assumptions have been made for future levels of government grant (and other funding changes) and a decrease of 13% has been applied for 2014/15 following the provisional settlement and further annual decreases in overall funding of 7% for 2015/16 and beyond. This will need to be reviewed when more information becomes available. 

· The current economic times are unprecedented. Therefore the delivery of the budget is dependent upon successfully tracking the other budget assumptions that have been made (eg, inflation and interest rates) and it must be recognised that any major changes in such variables can have a significant impact on the Council’s budget figures and resultant levels of required savings.

· Based upon the assumptions applied, the future years’ budgets would require ongoing year on year savings of:

2014/15

£1,250,000

2015/16

£1,027,000

2016/17

£   847,000

2017/18

£   753,000

· The new system of government funding effectively transfers significant risks from central to local government. Such risks include;
· Business Rate Volatility

Future changes in business rates yield will have a direct impact on a significant proportion of the grant received by the council in the future. The Council has most of the risk of any downward movement whilst can retain a small element of any increased yield. This is a new element of risk for the council and will need to be monitored very closely.

Business rate appeals will also impact on the councils future funding – again this is a new risk for local authorities and will need to be monitored.

· Council Tax Benefits Volatility

It is anticipated that future levels of council tax support funding will be reduced in line with the reductions in central government core grant. It is also likely that the council will have to bear the cost of increased caseload over the medium term – given the current economic outlook this is a real and present risk.

Other Considerations
· The projections in all years rest on the Executive’s adherence to the “Guiding Principles” the “Modelling for Recovery Principles” and the “Budget Containment Strategies” (para 3.6). 
· Depending on the decisions taken in relation to Council Tax, 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 continue to achieve our ambitious objectives.
