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Recommendations:

The Executive is asked to:

(i) Note the budgetary and performance position of the Council to June 2009

(ii) Note the potential forecast year end position for 2009/10, and that options to address any variances will be considered as part of the 2010/11 budget process; and

(iii) Note the planned efficiencies.
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CITY OF CARLISLE

To:
The Executive







CORP31/09


27 July 2009

REVENUE BUDGET OVERVIEW AND MONITORING REPORT

APRIL TO JUNE 2009

1. BACKGROUND INFORMATION AND OPTIONS

1.1 In accordance with the City Council’s Financial Procedure Rules, the Director of Corporate Services is required to report to the Executive on the overall budget position, the monitoring and control of expenditure against budget allocations and the exercise of virement on a regular basis. It is the responsibility of individual Directors to control income and expenditure within their service areas and to monitor performance, taking account of financial information provided by the Director of Corporate Services.

1.2
All Managers currently receive a monthly budget monitoring report covering their areas of responsibility.  Information is collated from the main accounting system and then adjusted to correct any known budget profiling trends, timing differences and commitments. The report has been developed in line with the need to provide sound financial management information to inform the decision making process, which is also a requirement of the Use of Resources assessment. 

1.3 Throughout the report, the use of brackets indicates a credit or income budget, and the term underspend also relates to additional income generated.

1.4 Figures contained within this report show the position to date. Forecasts for the year end position are not generally included at this stage in the year, although some projections are included for specific areas. It is anticipated that more informed year-end forecasts will be available for inclusion in the next quarterly report.

2. REVENUE BUDGET OVERVIEW

2.1 The following statement shows the total annual revenue budget as at June 2009:

	2009/10 Revenue Budget
	£

	Approved Budget (Council resolution – February 2009) 
	21,483,900

	Carry forward requests (2008/09 out-turn)
	1,005,600

	Revised Budget 2009/10 at June 2009
	22,489,500


3.
2009/10 BUDGET MONITORING

3.1 The summarised budgetary position as at June 2009 is shown below:

	Directorate
	Annual 

Net 

Budget

£
	Net 

Budget

 to June

£
	Net Expenditure

to June

£
	Adjusted Variance

£
	Note

	Carlisle Renaissance
	526,700
	24,269
	(16,497)
	(40,766)
	

	Community Services
	12,427,700
	2,667,977
	2,681,577
	13,600
	4.4

	Corporate Services
	6,039,600
	4,476,034
	4,229,637
	(246,397)
	4.5

	Development Services
	53,800
	(303,307)
	(353,728)
	(50,421)
	

	Legal & Democratic Services
	2,751,300
	737,259
	718,003
	(19,256)
	4.6

	People, Policy & Performance Services
	690,400
	(167,793)
	(161,769)
	6,024
	

	Total
	22,489,500
	7,434,439
	7,097,223
	(337,216)
	


3.2 Further details for each Directorate can be found in Appendices A1- A6. Each
 appendix shows a breakdown of the variance for that Directorate, with comments from the Director and a note of any performance issues. 

3. KEY ISSUES 

4.1 The Vacancy Management Savings budget is a corporate target for the Council.  Savings from across the authority are transferred following decisions by SMT to delete vacated posts or make savings by reorganising workloads within the services.

The full year target for 2009/10 is £440,000.  The three months target for April to June is £193,600 and transfers of £211,000 have been made, thus a surplus of £17,400 is showing against the budget to date. 

4.2 The Salary Turnover Savings budget is a corporate target for the Council and is held within the Corporate Services directorate.  Savings from salary budgets across the authority are measured and then transferred to it.  The full year target for 2009/10 is £537,100 and transfers of £145,400 have been made against the three months target of £134,400, as set out in Appendix A3, hence the surplus of £11,000.

4.3 The employee budgets for 2009/10 include the estimated pay award at 2.5% which has not yet been paid.  This equates to approximately £108,000 to date and should be the minimum level of underspend expected.   However, offsetting this total are the  variances against expenditure and income budgets. 

4.4 The main variances in the Community Services are as follows:

· In Green Spaces the net underspend of £40,167 is particularly due to underspent repairs to Allotments following Flood Defence works and Play Areas maintenance and equipment costs.

· Parking has a net overspend of £78,000 consisting mainly of:

· Off Street Parking income shortfall of £28,400 from contract parking, £7,700 from tickets sales and £12,300 increased wastewater charges. 

· On Street Parking income shortfall of £23,400 from PCN’s relating to this scheme, provided for the County on an agency basis and the funding agreement for this is under review to ensure that the contract at least breaks even. 

4.5
The main variances in Corporate Services are as follows:

· £22,100 additional income recovered for court costs

· £84,500 underspend due to over achieved returns on Money Market deposits.

· £70,900 underspend on the anticipated cost of Concessionary Fares’ contractor payments and current trends suggest that the year end position will be of a similar level. However, these figures are based on very early ridership statistics which may be due to the economic climate rather than the weather and the position will be reported on fully to the September meeting once the relevant information has been received and analysed. 

4.6
The main variances in Legal and Democratic Services are as follows:

· £21,800 underspend in Land Charges due to reduced Cumbria County Council search fees following the downturn in the housing market.

5.
FORECAST OUTTURN POSITION – 2009/10

5.1 Although it is very early in the year to forecast an outturn position, the information contained within section 4 points to difficulties in the year ahead in containing expenditure within budget. The Council’s financial position is affected by a number of external factors and these will have a financial impact during the course of the year and ultimately at the year-end. These include:

· The general effect of the economic climate on the Council’s income streams e.g. car parking and leisure activities

· Fuel prices, energy costs and other inflationary increases

· Concessionary fares 

· Early termination of Recycling and Waste Collection vehicles’ leases

· The effects of the housing market and property prices, especially with regard to income from land charges and rents

5.2 The impact and long term consequences of these issues will be provided in future budget monitoring reports and will feed into the 2010/11 budget process, but using the points highlighted in section 4, an attempt has been made to provide some very broad estimates of the potential year end position in the following table:   

Potential Additional costs/Shortfalls in income

       £ 

· Vacancy Management 




   200,000

· Salary Turnover savings 



   200,000


· Shortfall in Bereavement Services income

     50,000

· Shortfall in car parking income



     40,000

· Increased Surface Water drainage charges

     22,000 
    512,000

Potential Reduction in costs/Additional income

· Savings in MRP





    (80,000)

· Reduced Concessionary Fares payments

    (70,000)

· Reduced Land Charges search fees


    (40,000)

· Savings in Vehicle Leasing costs


  (200,000)

  (390,000)

Net saving






  122,000

5.3 This net position is mainly due to likely shortfalls on the Vacancy Management and Salary Turnover savings, these predictions have been made on a worst case scenario basis and are ultimately dependant upon the impact of the Transformation.

5.4 Savings from the vehicle leasing costs, arising from the early termination of the contracts, were anticipated in the 2008/09 monitoring reports and details of which, included in report CS.70/08, were agreed by the Executive in October 2008.  The effect on the revenue budget of purchasing rather than leasing vehicles has already been reflected in the Medium Term Financial Plan and these savings will have no long term impact on the base budget.

5.5 The overall projected position is negative and improvements will need to be made to avoid any significant variance at the year end.  It will be important to maintain a prudent approach so as to ensure a sustainable budget position for future years as many of the positive benefits are non-recurring.

6.
HIGH RISK BUDGETS
6.1 A number of high-risk budgets have been identified which require detailed monitoring throughout the year. These include income, budgets carried forward from last year, and recurring and non-recurring bids approved in the 2009/10 Council Resolution.

6.2

The position of income budgets deemed to be high risk can be summarised as follows: 

	Budget Area
	Annual Budget

£
	Budget

to date

£
	Actual to date

£
	Variance

£
	Para.

	Car Parking 
	 (1,332,800)
	(457,635)
	(428,969)
	28,666
	6.3  

	Bereavement Services 
	 (1,081,400)
	(270,741)
	(219,847)
	50,894
	6.4

	Development Control
	(613,000)
	(173,355)
	(174,763)
	(1,408)
	6.5

	Land Charges
	(96,800)
	(27,103)
	(27,755)
	(652)
	6.6

	Tullie House
	(49,200)
	(12,314)
	(13,805)
	(1,491)
	6.7

	
	
	
	
	
	


6.3
The income generated from car parking has been consistently lower than the level budgeted for a number of years and the annual budget for 2009/10 was reduced further by £304,000 to represent a more realistic level.  However, for the period April to June 2009 the income actually generated has again fallen short of the profiled target although this is due in the main to reduced sales of contract parking spaces.  Factors to be taken into account include the impact of the reduced number of parking spaces and restricted access to the car parks due to the Flood Alleviation programme and United Utilities sewer replacement works. 

6.4
The 2009/10 budget for income from Bereavement Services was reduced by £42,000 in anticipation of a continuing downward trend.  There is a shortfall of £50,894 as at June, due to a lower death rate than that incorporated in the income estimate. The position continues to be closely monitored and the charges review will consider more fully any implications as above.  

6.5
Income for Development Control charges declined in last year mainly as a result of fewer planning applications received due to the economic downturn.  It was agreed to lower the annual budget expectation by £39,000 until 2010/11.

6.6 The annual budget for income from Land Charges was further reduced by £241,000 for 2009/10 as a result of the impact of the current economic climate on the housing market. 

6.7 Income for Tullie House has consistently been lower than the level budgeted for a number of years and as a result of the service review in last year a shortfall of £20,000 was met from savings made within existing budgets.
7.
USE OF RESOURCES IMPROVEMENTS

7.1
Balance Sheet Management


In line with CIPFA guidance and good practice, information relating to significant items on the Council’s balance sheet is shown below. The information concentrates on those items that may have a material impact on the Council if not reviewed on a regular basis.


	Balance Sheet item
	Balance at

31/3/09
	Balance at 

30/6/09
	Note

	Investments
	£26.6m
	£31.7m
	 (i)

	Loans
	£15.1m
	£15.1m
	(ii)

	Debtors
	£ 2.0m
	£  2.5m
	(iii)

	Creditors
	£  1.6m
	£  0.5m
	


(i)
 The anticipated return on these investments is estimated at £870,000 for 2009/10 with current projections slightly ahead of the budget.

(ii)
The cost of managing this debt, in terms of interest payable, is budgeted at  £1,326,500 in 2009/10 with costs currently on target. There are no proposals for further borrowing during 2009/10, although this will be kept under review.

(iii) There may be a significant impact on the cash-flow of the Council if outstanding debts are not received. Any debts deemed to be irrecoverable are written off against a bad debt provision set up specifically for this purpose. Other significant debts relate to Council Tax and NNDR.


(iv) Use of reserves

 The usage and level of all Council reserves are set out in the Medium Term Financial Plan (CORP 21/08), approved by full Council in September 2008. It is anticipated that £5.63m will be required from the Council’s Revenue to fund revenue expenditure in 2009/10 (including £1,005,600 of 2008/09 carry forwards). Any under or overspend at the year end will adjust the balance transferred to or from the reserve.  Council reserves are under significant pressure for 2009/10 and the savings strategy approved in February 2009 will help to resolve the projected deficit.  However, further savings must be identified to replenish usable revenue reserves to the minimum required.

7.2
Priorities and Performance 

The Corporate Performance Monitoring Report for the first quarter of 2009/10 is considered elsewhere on the agenda. The need to link performance and the budget position, with a view in the longer term to allocating resources to the Council’s themes (Economy and Environment) is acknowledged, and work is continuing to develop the links between performance, financial reporting and Council priorities.

7.3
CSR07 Efficiency Savings 

Introduction

The 2008/09 Annual Efficiency Statement will be submitted to the Department of Communities and Local Government [DCLG] in late July 2009 and illustrates the attainment of targets set for the first year of the Comprehensive Spending Review period 2008-09 to 2010-11.

 The schedule of efficiencies attached at Appendix B has been amended for future years to incorporate the CSR07 programme, Corporate Improvement and Efficiency reviews and other additional efficiencies obtained as a result of corporate activities. This has been designed to provide an overview of the whole Corporate Efficiency programme.

The Schedule has further been reviewed and amended where necessary to reflect:

-  Changes arising from new guidance received from the Government, which has resulted in some new efficiencies being included and others withdrawn because of issues of eligibility;

·  Revisions to existing proposals where more up-to-date information has been  provided.

Comprehensive Spending Review (CSR07) NI 179 

National Indicator 179 (NI 179) is one of the new indicators in the national indicator set and is the mechanism through which councils report their progress on achieving VfM gains in CSR07. It has replaced the annual efficiency statement (AES) previously known as “Gershon” used during the previous programme. The term value for money (VfM) is also being applied as an alternative to efficiency. 

The CSR07 VfM delivery plan states that, unlike Gershon, there will be no mandatory VfM target for all Councils. However, it is considered necessary for the Council to calculate its own baseline figures as a means to accurately monitor its progress. Appendix B illustrates the current baseline, annual efficiency targets and achievements to date over the CSR07 period 2008/09 and 2009/10.

Corporate Efficiency Agenda

Financial projections indicate a shortfall in the Councils budget requirement in 2009/10 and beyond and in order to address this shortfall a new budget discipline was approved and implemented as part of the 2009/10 budget process. One of the key areas in the budget discipline identifies the need for a strategy to: -

-    Deliver service improvement reviews, providing effective service delivery whilst pursuing a 5% reduction in the Council’s gross revenue budget;

-  
Carry out an asset review to deliver recurring income or a reduction in cost;

· Develop shared services to achieve cashable savings;

· Carry out a review of those services, which do not fall within the Council’s core priorities.

· To review Council policies and look at the management and service structure to achieve annual savings of £1million via the Transformation agenda.

The 2009/10 Efficiency Forecast (NI179) will be submitted to the Department of Communities and Local Government (DCLG) in October 2009. This will include any further budget reductions and efficiencies as set out in the budget resolution.

This information will be incorporated in future reports to SMT and the Executive.

8.
CONSULTATION

8.1  
Consultation to Date.

SPG have considered the issues raised in this report.

8.2  
Consultation proposed.

Resources Overview & Scrutiny Panel will consider the report on 25th August 2009. 

9.
RECOMMENDATIONS


The Executive is asked to:

(i) Note the budgetary performance position of the Council to June 2009;

(ii) Note the potential forecast year end position for 2009/10, and that options to address any variances will be considered as part of the 2010/11 budget process; and

(iii) Note the planned efficiencies

4. REASONS FOR RECOMMENDATIONS

To show that the Executive has been informed of the Council’s actual financial position compared with the budgeted position and to bring to their attention any areas of concern.

5. IMPLICATIONS

· Staffing/Resources – Not applicable.

· Financial – Contained within the main body of the report.

· Legal – Not applicable.

· Corporate – SMT have been involved in the preparation of this report.

· Risk Management – Included in the report above.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

ANGELA BROWN

Director of Corporate Services

Contact Officer: 
Maureen McCartney



Ext:
7291
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