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Summary:

This report provides an update to CORP68/08, which was considered by the Executive on 18 December.  The report has been amended to mirror the Executive’s draft budget proposals which were issued for consultation purposes on 18th December and has been updated to take account of any further known changes since that date.  

Members should however note that this is an interim report which will need to be changed during week commencing 12 January and reissued prior to the Executive meeting of the 19 January to take account of the Job Evaluation and Shared Management Arrangements which will not be considered until then.

Members should also note that there is still some outstanding information particularly on Government Grant allocations. Depending upon the timing of any announcements the final figures will be revised in the Executive’s budget proposals presented to Council on 3 February. 

Recommendations:

The Executive is requested to note the draft updated budget projections for 2008/09 to 2013/14, together with the potential use of balances and reserves, in order to recommend a budget to Council on 3 February 2009.   The position will be updated week commencing 12 January when Job Evaluation and the potential shared management arrangements are considered.
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CITY OF CARLISLE

To:
The Executive




   
                           CORP81/08


19 January 2009                                 

REVENUE ESTIMATES: SUMMARY OF OVERALL BUDGETARY POSITION

2009/10 TO 2013/14

1. INTRODUCTION

1.1. This report provides an update to CORP68/08, which was considered by the Executive on 18 December and summarises the budget projections and matters to be considered in respect of the net budget requirement for the Council for the period 2008/09 to 2013/14.  Members should note that this report has been amended to reflect the Executive’s draft budget proposals issued on 18 December with other changes detailed in paragraph 2.4 below.

1.2. It should be noted that there are still a large number of significant issues affecting the projections that are still unknown or waiting confirmation. In particular, the following are key to the budget process and details on these are considered further in the report:

· Shared Management Arrangements (see para. 1.4)

· Outcome of Job Evaluation project  (see para. 1.5)

· Base Rate Reduction – impact on investment income (see para. 1.6)

· Government Finance Settlement – RSG and NNDR

· Specific Government Grant allocations including LABGI, and Housing & Planning Delivery Grant 

· Triennial Revaluation of the Pension Fund

· Minor  change to the Council Tax Base 


1.3. The Council is facing a difficult financial position and it is clear that all of the pressures identified cannot be accommodated within existing Council resources.  The position is likely to deteriorate further if the national economic downturn continues.  To enable spending to be kept within available resources, decisions need to be made to limit spending to unavoidable and high priority issues, together with maximising savings and efficiencies.

1.4 The Council is considering whether to implement the shared management arrangements with Allerdale at its meeting on the 13 January.  This initiative is forecast to deliver significant savings.  Neither the cost of delivering the savings nor the savings have yet been included in the budget figures.  Should Council not approve this arrangement alternative arrangement to deliver the savings required to balance the budget will be required.  An updated report which includes the outcome of Council’s consideration of this issue will be provided prior to the Executive meeting of the 19 January.

1.5
Provisional figures for the impact of Job Evaluation have been calculated based on the model agreed with the Unions.  The Unions are currently in the process of consulting on the model and the results are likely to be known during February.  The projected cost of the deal is not yet included in these budget figures which currently still include the estimated £1m per annum.  It is anticipated that the cost information will be publicised next week at which time the revised estimated figures will be incorporated into the budget.  It should be noted that the estimated costs have been produced using the software called Link and have yet to be verified through the usual method of calculating the payroll estimates.

1.6
The Base Rate reduced by an additional 0.5% to 1.5% on Thursday 8 January and the negative impact of this and the previous rate reduction on the Council’s investment income will also be included in the updated report.   

1.7
The report draws on information contained in a number of reports that have been considered by the Executive and Overview and Scrutiny Committees over the course of the financial year. The principal budget reports have been listed in Appendix A for reference purposes. 

2. GENERAL FUND BUDGET PROJECTIONS 2008/09 REVISED TO 2013/14
2.1 The budget projections as currently forecast are summarised in the following table. Further details are contained in the notes following the table and Appendices listed:

	Summarised Position
	2008/09 Original

£000
	2008/09

Rev’d

£000
	2009/10 Original

£000
	2010/11 Proj

£000
	2011/12 Proj

£000
	2012/13 Proj

£000
	2013/14 Proj

£000

	Total Projected Expenditure (see 3.1 and Appendix B)
	18,503
	19,447
	17,381
	17,534
	17,803
	18,531
	19,271

	Total Projected Resources (see 3.2 and Appendix C)
	(18,503)
	(19,447)
	(17,341)
	(17,650)
	(17,838)
	(18,115)
	(18,402)

	Projected (Surplus)/ Shortfall excluding savings and new spending 
	0
	0
	40
	(116)
	(35)
	416
	869

	Less:

	New Saving Proposals 

· Recurring 

· Non-Recurring

(see para 4 and Appendix D)
	
	
	(281)

(115)
	(375)

(56)
	(398)

0


	(426)

0
	(627)

0

	Add:

	New Spending Pressures 

· Recurring

· Non-Recurring

(see para 5 and Appendix E)
	
	
	506

2,429
	518

2,231
	518

1,181
	518

688
	518

566

	Potential Budget Shortfall

(see para 2.2)
	
	
	2,579
	2,202
	1,266
	1,196
	1,326

	Potential Shortfall Analysis:

· Recurring 

· Non-Recurring


	
	
	(451)

3,030
	(365)

2,567
	85

1,181
	508

688
	760

566


2.2 Any proposed budget shortfall will need to be met by appropriation from Council Reserves. However further work, as set out in the budget discipline, will be carried out to identify further savings for the recurring shortfall as necessary, as is clear that all of the pressures currently identified cannot be accommodated within existing Council resources.  The three significant outstanding issues of Job Evaluation, Shared Management Arrangements and base rates (para. 1.4 to 1.6) which will be included in the next version of this report will also impact considerably on these figures.

2.3 It should also be noted that these projections are subject to final notification of RSG, Council Tax base and Surplus, Regional Housing Pot Capital Grant, and LABGI allocation, all of which will be notified, in early 2009. 

2.4 The main changes from the previous report (CORP68/08) are shown in the table below:

	Summarised Position
	
	2009/10 Estimate

£000
	2010/11 Proj

£000
	2011/12

Proj

£000
	2012/13

Proj

£000
	2013/14

Proj

£000

	Potential Budget Shortfall

(per CORP68/08)
	
	3,016
	2,663
	2,174
	2,131
	2,222

	Changes per Executive’s draft Budget proposals (pressures not included):

- Members Travel and Subsistence 

- Members IT Supplies

- Planning Applications Advertising

- Carlisle Focus

- Supplies and Services Inflation

- Second Homes Discount

- Gas and Electricity

- Carlisle Partnership Manager

- Housing Strategy (net)

- Renaissance Team

- Planning Posts

- Car Parking (subj to Charges Review)

- Brampton Business/Telecentre

- Learning City Manager

- Fuel

- Trent Consultancy and Licences

- National Graduate Development Prog

- Carlisle Partnership Support Officer

- Staff Recognition Awards

- Joint Scrutiny Post

- Making Space for Water

- Raffles Vision Env Maintenance

- Special Collections

- Carbon Trust Savings

- Apprenticeships
	
	(3)

(6)

(20)

(14)

(33)

(16)

(128)

0

0

0

0

(16)

100

0

(97)

(12)

(8)

(22)

(11)

(6)

(25)

(17)

(60)

0

(43)

(437)
	(3)

(6)

(20)

(15)

(33)

(16)

(128)

0

0

0

0

(16)

0

0

0

(8)
(8)

(23)

0

(6)

(25)

(18)

(60)

3

(79)

(461)
	(3)

(6)

(20)

(17)

(33)

(16)

(128)

45

(109)

(309)

(95)

(16)

0

(50)

0

(8)

(8)

0

0

0

(25)

(18)

(60)

3

(35)

(908)
	(3)

(6)

(20)

(20)

(33)

(16)

(128)

45

(109)

(318)

(95)

(16)

(93)

(50)

0

(8)

(8)

0

0

0

0

0

(60)

3

0

(935)
	(3)

(6)

(20)

(21)

(33)

(16)

(128)

45

(109)

(328)

(95)

(16)

(93)

0

0

(8)

(8)

0

0

0

0

0

(60)

3

0

(896)

	Further changes:

- Council Taxbase adjustment 

- Council Tax Surplus
	
	TBA
	TBA
	TBA
	TBA
	TBA

	Revised Potential Budget (Surplus)/Shortfall
	
	2,579
	2,202
	1,266
	1,196
	1,326


3.
CURRENT PROJECTIONS

3.1 Total Existing Projected Expenditure 


The total existing expenditure commitments from the 2008/09 budget and any subsequent approvals by Council are set out in Appendix B.  The following should be noted:

· The forward year projections in this Appendix exclude the new spending and saving proposals being put forward for consideration as part of the current years budget deliberations.

· The current requirement for each Parish Precept for 2009/10 is now available and totals £425,000 (a 4.9% increase over 2008/09). The actual Parish requirement for each Parish is set out in Appendix F. 
3.2 Total Projected Resources  

· The figures set out in Appendix C include the provisional Local Government Finance Settlement announced by the Secretary of State in December 2007 and confirmed on 26 November 2008, with no changes to the provisional figures. The final RSG figures are subject to a consultation process, which ends on 7 January 2009, and therefore revisions (although unlikely) may be required to the Executive’s budget proposals presented to Council on 3 February. If the figures are not available at that point, it is recommended that any variation to the settlement figure be funded from Council Reserves.

· The Council Tax surplus cannot be calculated until the statutory date of 15 January and the current projections include an estimated surplus of £11,000 for 2009/10 (with nil assumed from 2010/11 onwards). However early indications show that the surplus for 2009/10 may not be achieved and any revisions will therefore be included within the Executive budget proposals tabled at the meeting on 19 January. 

· Contributions from balances include all approvals to date, but make no assumptions on further contributions from balances to support the budget from 2009/10 onwards. 

The resources also assume for projection purposes:

· An illustrative 3.5% increase in Council Tax increase for 2009/10 to 2013/14.


For information, broadly: 

· Each 1% (£1.83) movement in Council Tax impacts on the Council by £65,000 

· Each 1% movement in RSG/NNDR grant will impact by £103,000.

· Each £34,000 increase or decrease in expenditure impacts on the Council Tax Requirement by £1.

4.
SAVING PROPOSALS (see Appendix D)

4.1 The saving proposals were presented to the Executive at its meeting of 24 November (CORP65/08), supported by individual reports. 

4.2 In addition, the Executive noted that further savings and efficiencies were being investigated to meet the projected revenue deficit and that further reports would be presented to a future meeting of the Executive as the information became available. In particular the Shared Management proposals with Allerdale BC and the special waste collection charges are being considered.

4.3 The savings set out in Appendix D now reflect the additional savings anticipated to be made on the Concessionary Fares scheme. This additional non-recurring saving of £100,000 is based upon 2008/09 statistics, which suggests an increased ridership, as a result of the new national scheme, equating to an average of 12% compared to 18% built into the 2008/09 budget projections. Longer term ridership trends will be analysed during 2009/10 to be reflected in future years budget projections as appropriate. 

4.4 Revised figures have provisionally been received for the calculation of the head rent projections for the Lanes for 2009/10, however these have still to be confirmed and therefore the projections contained within this report may change, particularly in the light of the economic downturn.

5.
NEW SPENDING PRESSURES (see Appendix E)
5.1 The Executive at its meeting of 24 November (CORP64/08) considered the new spending pressures. 

5.2 Certain budget pressures have now been more accurately analysed between recurring and non-recurring pressures, specifically in relation to Vacancy Management and Treasury Management. Revisions have also been made to the estimated return on investments to reflect recent changes to the base rates and the use of Council Reserves.  This will be considered in detail elsewhere on the agenda (CORP80/08).  The forecast of investment income for 2009/10 is still under review in light of the continuing uncertainty in the money markets and the recent base rate decrease to 1.5%.  The estimated income from investments will be revised in the updated version of this report issued next week. 

5.3 This report considers the revenue pressures only. Report CORP82/08 considered elsewhere on this agenda gives details of any capital bids submitted, although any recurring expenditure resulting from the acceptance of Capital bids will fall to be met from revenue budgets, and initial projections on the impact have been made. 

5.4 To reiterate it should be noted that there are further pressures such as the results of the Job Evaluation exercise, the Triennial Pensions Revaluation in future years or the shared management arrangements/restructure costs and savings, which are not currently quantified and are not included at this stage. An application to capitalise some of the one-off costs arising from the shared management arrangements and other initiatives has been made to the Government and will be reported to a future Executive meeting as the detail becomes clearer.

6.
PROJECTED IMPACT ON REVENUE BALANCES

6.1
The Council’s overall levels of balances are set out in Appendix G and have currently been adjusted assuming withdrawal to support all of the current budget proposals. The Projects Reserve has been used as a first call for the current projected revenue budget deficit as set out in paragraph 2.1. The new movement of the reserve is as follows and clearly shows the projected call on reserves is unsustainable given the current pressures.  

	Balance as at:
	Projected

Balance

£000
	Recurring

Revenue

Requirement

£000
	Non recurring Revenue

Requirement

£000

	31/03/09
	(2,329)
	(451)
	2,850

	31/03/10
	70
	(365)
	2,371

	31/03/11
	2,076
	85
	981

	31/03/12
	3,142
	508
	688

	31/03/13
	4,338
	760
	566

	31/03/14
	5,664
	
	


6.2
Viewed against the current projections, the Council’s Reserves are under significant pressure from 2009/10 onwards.  The appropriateness of the level of reserves can only be judged in the context of the Council’s longer term plans and an exercise is currently being undertaken to review the level of reserves through the use of a risk assessment matrix.  The initial findings of this exercise suggest that £3.8m is a prudent level of General Fund Reserves which will be required as a general working capital / contingency to cushion the Council against unexpected events and emergencies.  Therefore it is not recommended that the current General Fund reserve be used to fund any of the current pressures unless there are clear plans to replenish the reserve. The Projects Reserve could be used to cushion and short term funding shortfalls, but Members should be aware that there are no strategies in place to replenish that reserve once it is fully depleted and this will need to be considered further as part of the update of the MTFP.

6.3
The Councils policy on reserves is that wherever possible reserves should not be used to fund recurring expenditure, but that where it is, this should be made explicit and steps taken to address the situation in the following years.  The deficit projections must therefore be addressed and the Executive must set out in its Budget Discipline and Saving Strategy how it expects Officers to address the situation in setting the 2009/10 budget and preparing for the 2010/11-budget cycle.  Currently £1m for 3 years has been earmarked from reserves to meet the potential cost of the job evaluation project pending identification of further savings. Whilst clearly there is a risk that other savings cannot be identified, the Council has a history of identifying savings in the face of difficult decisions.  

7.
MEDIUM TERM OUTLOOK AND BUDGET DISCIPLINE 2008/09 to 2013/14

7.1
The current budget projections for the next five-year period are challenging and indicate that substantial savings will be required to enable the Council to contain its ongoing commitments within available resources.


7.2
Notification of Government general and specific grants i.e. RSG, NNDR, Housing and Planning Delivery Grant, LABGI etc is received on an individual basis late in the budget process. This makes forward financial planning more difficult. At the moment the overall projections of funding from Government are considered to be prudent, however, as mentioned earlier in the report, we are still awaiting confirmation of specific final allocations. 

7.3 In terms of expenditure pressures, there are significant issues affecting the budget, which are not yet known. These include the Triennial Pensions revaluation, Job Evaluation and the proposed shared management arrangements. Other initiatives are underway that are not currently included, but which may also give rise to additional budgetary pressures.  These are Customer Contact Centre Review, Theatre/Performing Arts Centre/Sands Events Venue, and a potential Regeneration Company/LAV being set up. 

7.4
The City Council needs to establish as part of its budgetary process the financial discipline to be followed by member and officers in the ensuing financial years. The budget discipline as issued by the Executive on 18 December for budget consultation purposes is attached at Appendix H.


7.5 Under section 25 of the Local Government Act 2003 the Director of Corporate Services is required to prepare a statutory report which considers the robustness of the estimates and the adequacy of reserves and which determines levels of borrowing.  A full report was prepared and included within the Executive’s draft budget proposals for consultation purposes and is attached at Appendix I.  At this stage it should be noted that the current projected revenue deficit requires substantial savings to be identified to meet the ongoing projected shortfall and that the impact on reserves is not sustainable.  The overall financial impact will be clearer once decisions have been taken on the outstanding issues of Job Evaluation and Shared Management Arrangements and these have been incorporated in the budget.

8. CONSULTATION

8.1 As part of the budget consultation process the draft revenue budget has been considered by the Corporate Resources Overview and Scrutiny Committee, Trade Unions, Large Employers Affinity Group and Non-Domestic Ratepayers. The Executive will consider feedback elsewhere on the agenda.

8.2 The financial implications arising from this report will form part of the Executive’s budget proposals, which will be considered by full Council on 3 February 2009.

9. RECOMMENDATIONS

9.1
The Executive is requested to note the updated budget projections for 2008/09 to 2013/14, together with the potential use of balances and reserves, in order to recommend a budget to Council on 3 February 2009. 
10. REASONS FOR RECOMMENDATIONS

10.1 To enable the Executives budget proposals for recommendation to Council to be prepared.

11. IMPLICATIONS

· Staffing/Resources – The core estimates assume a continuance of the existing levels of resources. Any changes to the base level of resources are contained within the reports on new spending pressures and new savings previously considered by the Executive.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – Included within the report.

· Risk Management – There is a continuing risk to the Council’s budget from reliance on income and grants and particularly at this time, Treasury Management income.  There is also a risk around the projections due to uncertainties of the amounts included for items such as RSG which are dependent on more information coming from Central Government.  The budget issues being raised clearly point to increasing pressures on the Council’s budgets arising from the economic downturn, along with ongoing funding of priority services.  The pressures cannot be met from existing resources and decisions will need to be taken to enable a balanced budget position to be reached. The risk based assessment of the overall Reserves position will continue to be monitored and refined.

· Equality Issues – Not applicable.

· Environmental – Some of the bids have environmental issues as set out in the pro-formas previously considered.

· Crime and Disorder – Not applicable.

· Impact on the Customer – Principally Council tax and charges impacts although some of the savings proposals will also impact on customers.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Alison Taylor




Ext:
7280

APPENDIX A

PRINCIPAL REPORTS CONSIDERED DURING THE BUDGET PROCESS TO DATE

	Report Ref
	Date
	Title

	CORP21/08
	09/09/08


	Medium Term Financial Plan (incorporating the Corporate Charging Policy) 2009/10 to 2013/14

	CORP22/08
	09/09/08
	Capital Strategy 2009/10 to 2013/14

	DS97/08
	09/09/08
	Asset Management Plan 2009 -2014

	CORP38/08
	22/09/08
	2009/10 to 2013/14 Budget Update and Timetable

	CORP62/08
	24/11/08
	Revenue Base Estimates and Updated MTFP Projections 2009/10 to 2013/14

	CORP63/08
	24/11/08
	Provisional Capital Programme 2009/10 to 2013/14

	CORP64/08
	24/11/08
	Summary of New Revenue Spending Pressures 

	CORP65/08
	24/11/08
	Summary of Savings Proposals

	LDS66/08
	24/11/08
	Charges Review – Licensing

	LDS70/08
	24/11/08
	Charges Review – Legal and Democratic Services

	DS140/08
	24/11/08
	Charges Review – Development Services

	CS94/08
	24/11/08
	Charges Review – Community Services

	CORP61/08
	24/11/08
	Treasury Management 2008/09 and 2009/10

	CORP68/08
	18/12/08
	Revenue Estimates: Summary of Overall Budgetary Position 2009/10 to 2013/14

	CORP69/08
	18/12/08
	Capital Estimates: Summary of Overall Budgetary Position 2009/10 to 2013/14

	CORP70/08
	18/12/08
	Draft Treasury Management Strategy Statement and Investment Strategy and Minimum Revenue Provision Strategy 2009/10

	CE32/08
	18/12/08
	Collaboration, Shared Management Arrangements and Shared Services with Allerdale BC 

	CS100/08
	18/12/08
	Building Maintenance Efficiency Review

	CS99/08
	18/12/08
	East Cumbria Countryside Project & Residual Services

	CS97/08
	18/12/08
	Introduction of Charges for the Collection Bulky Household Waste


APPENDIX B

EXISTING EXPENDITURE COMMITMENTS

	EXPENDITURE PROJECTION
	2008/09
	2009/10

Estimate

£000
	2010/11

Proj

£000
	2011/12 Proj

£000
	2012/13 Proj

£000
	2013/14

Proj

£000

	
	Original Estimate 

£000    
	Revised Estimate

£000
	
	
	
	
	

	Core Expenditure:
	
	
	
	
	
	
	

	Core Base Expenditure
	14,518
	14,518
	14,645
	15,067
	15,038
	15,038
	15,038

	Treasury Management 
	1,009
	1,009
	980
	408
	375
	356
	331

	Inflation Projection
	2,000
	2,000
	2,693
	3,473
	4,189
	4,925
	5,679

	2008/09 agreed Savings
	(1,383)
	(1,383)
	(2,339)
	(2,547)
	(2,547)
	(2,547)
	(2,547)

	2008/09 agreed Spending
	775
	775
	817
	857
	857
	857
	857

	2008/09 Budget Changes as approved by the Executive in April 2008
	0
	0
	(576)
	(556)
	(556)
	(556)
	(556)

	Total Core Expenditure
	16,919
	16,919
	16,220
	16,702
	17,356
	18,073
	18,802

	Non-Recurring Exp:
	
	
	
	
	
	
	

	Pre 2007/08 approvals
	793
	793
	324
	0
	0
	0
	0

	2008/09 Agreed Spending
	386
	386
	392
	392
	0
	0
	0

	Carry Forward from 2007/08
	0
	624
	20
	4
	0
	0
	0

	Supplementary estimates
	0
	320
	
	0
	0
	0
	0

	Total Non-Recurring Expenditure 
	1,179
	2,123
	736
	396
	0
	0
	0

	Total City Council Budget Requirement
	18,098
	19,042
	16,956
	17,098
	17,356
	18,073
	18,802

	Parish Council Precepts
	405
	405
	425
	436
	447
	458
	469

	Total Requirement
	18,503
	19,447
	17,381
	17,534
	17,803
	18,531
	19,271


APPENDIX C

  RESOURCE PROJECTIONS

	RESOURCES PROJECTION
	2008/09

Original Estimate

£000
	2008/09 Revised         Estimate

£000
	2009/10

Estimate

£000
	2010/11

Proj

£000
	2011/12 Proj

£000
	2012/13 Proj

£000
	2013/14 Proj

£000

	Projected External Finance:
	
	
	
	
	
	
	

	- Revenue Support Grant 
	(1,255)
	(1,255)
	(10,320)
	(10,372)
	(10,372)
	(10,372)
	(10,372)

	- NNDR Grant
	(9,014)
	(9,014)
	0
	0
	0
	0
	0

	- Surplus on Collection Fund
	(32)
	(32)
	(11)
	0
	0
	0
	0

	-  Area Based Grant
	(26)
	(26)
	(49)
	(75)
	0
	0
	0

	- C/Tax for Parish Precepts
	(405)
	(405)
	(425)
	(436)
	(447)
	(458)
	(469)

	- Council Tax Yield 
	(6,278)
	(6,278)
	(6,516)
	(6,763)
	(7,019)
	(7,285)
	(7,561)

	Total Income based on 3½% Tax Increase Projections
	(17,010)
	(17,010)
	(17,321)
	(17,646)
	(17,838)
	(18,115)
	(18,402)

	Plus Approved Contributions from Balances:
	
	
	
	
	
	
	

	-  pre 2008/09 non-recurring commitments        
	(793)
	(793)
	0
	0
	0
	0
	0

	-  2008/09 non-recurring commitments     
	(386)
	(386)
	0
	0
	0
	0
	0

	-  pre 20078/09 recurring 
	(314)
	(314)
	0
	0
	0
	0
	0

	Projects Reserve c/fwd
	0
	(576)
	(20)
	(4)
	0
	0
	0

	Assets Investment Fund c/fwd
	0
	(48)
	0
	0
	0
	0
	0

	Supplementary Estimates  
	0
	(320)
	0
	0
	0
	0
	0

	Total Use of Reserves
	(1,493)
	(2,437)
	(20)
	(4)
	0
	0
	0

	Total Projected Resources 
	(18,503)
	(19,447)
	(17,341)
	(17,650)
	(17,838)
	(18,115)
	(18,402)


APPENDIX D

SAVING PROPOSALS (Recommended by the Executive)

	Detail
	2009/10

£000
	2010/11

£000
	2011/12

£000
	2012/13

£000
	2013/14

£000

	Expenditure Reductions:
	
	
	
	
	

	Stores
	(7)
	(7)
	(7)
	(7)
	(7)

	Customer Services
	(36)
	(36)
	(36)
	(36)
	(36)

	ICT Shared Services
	(3)
	(75)
	(98)
	(126)
	(127)

	Carbon Trust Programme
	(5)
	(27)
	(27)
	(27)
	(27)

	Concessionary Fares
	(100)
	0
	0
	0
	0

	Total Savings
	(151)
	(145)
	(168)
	(196)
	(197)

	
	
	
	
	
	

	Increased Income:
	
	
	
	
	

	Lanes Income
	(170)
	(170)
	(170)
	(170)
	(170)

	Asset Review
	0
	0
	0
	0
	(200)

	LABGI
	(15)
	(56)
	0
	0
	0

	Special Collections
	(60)
	(60)
	(60)
	(60)
	(60)

	Total additional income
	(245)
	(286)
	(230)
	(230)
	(430)

	
	
	
	
	
	

	Total Savings
	(396)
	(431)
	(398)
	(426)
	(627)

	
	
	
	
	
	

	Split:

Recurring

Non-recurring
	(281)

(115)
	(375)

(56)
	(398)

0
	(426)

0
	(627)

0


APPENDIX E

      New Spending Pressures (Recommended by the Executive)

	Detail
	2009/10

£000
	2010/11

£000
	2011/12

£000
	2012/13

£000
	2013/14

£000

	Recurring:
	
	
	
	
	

	Carlisle Partnership Manager
	33
	45
	45
	45
	45

	Staff Turnover Shortfall
	169
	169
	169
	169
	169

	Shortfall in income 
	
	
	
	
	

	Car Parking
	304
	304
	304
	304
	304

	Total Recurring
	506
	518
	518
	518
	518

	
	
	
	
	
	

	Non -Recurring:
	
	
	
	
	

	Housing Strategy (Net)
	11
	109
	0
	0
	0

	Planning Posts
	43
	93
	0
	0
	0

	Brampton Business/Tele Centre
	193
	93
	93
	0
	0

	Arts and Events Review
	15
	15
	0
	0
	0

	Community Services Review
	93
	0
	0
	0
	0

	Economic Strategy (Net)
	343
	288
	0
	0
	0

	Asset Management (Asset Reserve)
	200
	200
	200
	0
	0

	Learning City
	12
	50
	0
	0
	0

	Area Maintenance Cleaning
	40
	40
	40
	0
	0

	Small Scale Community Projects
	80
	0
	0
	0
	0

	Vacancy Management Shortfall
	600
	400
	200
	0
	0

	Treasury Management
	389
	663
	648
	688
	566

	ICT Shared Services
	130
	0
	0
	0
	0

	Shortfall in income 
	
	
	
	
	

	Land Charges
	241
	241
	0
	0
	0

	Development Services
	39
	39
	0
	0
	0

	Total Non Recurring
	2,429
	2,231
	1,181
	688
	566











APPENDIX F

PARISH PRECEPTS 2009/10
	Parish Council
	Precepts Paid

2008/09

£
	Precept Requested

2009/10

£
	Percentage

Increase

	Arthuret
	44,582
	45,920
	3.00

	Beaumont
	4,244
	4,443
	4.69

	Bewcastle
	3,500
	3,500
	0.00

	Brampton
	83,640
	88,878
	6.26

	Burgh-by-Sands
	12,500
	12,800
	2.40

	Burtholme
	1,675
	1,700
	1.49

	Carlatton & Cumrew
	1,000
	1,500
	50.00

	Castle Carrock
	3,811
	4,192
	10.00

	Cummersdale 
	4,500
	4,650
	3.33

	Cumwhitton
	2,650
	3,000
	13.21

	Dalston
	33,600
	35,200
	4.76

	Denton Upper
	1,127
	1,027
	-8.87

	Farlam 
	2,100
	2,775
	32.14

	Hayton 
	12,932
	13,320
	3.00

	Hethersgill
	6,500
	6,500
	0.00

	Ithington
	5,200
	5,356
	3.00

	Kingmoor
	4,868
	7,044
	44.70

	Kingwater
	900
	1,000
	11.11

	Kirkandrews-on-Esk
	6,592
	6,856
	4.00

	Kirklinton
	2,050
	1,800
	-12.20

	Midgeholme
	0
	0
	0.00

	Nether Denton
	2,840
	2,982
	5.00

	Nicholforest
	4,000
	4,000
	0.00

	Orton
	3,000
	3,000
	0.00

	Rockcliffe
	2,800
	2,800
	0.00

	Scaleby
	4,500
	4,500
	0.00

	Solport & Stapleton *
	2,800
	2,800
	0.00

	Stanwix Rural
	34,550
	39,550
	14.47

	Stapleton *
	0
	
	

	St Cuthbert Without
	20,200
	20,650
	2.23

	Walton
	4,389
	4,565
	4.01

	Waterhead 
	1,000
	1,000
	0.00

	Westlinton
	1,900
	2,500
	31.58

	Wetheral
	85,000
	85,000
	0.00

	
	
	
	

	TOTAL
	404,950
	424,808
	4.90


* Stapleton Parish Council has now merged with Solport












APPENDIX G

COUNCIL RESERVES
	Council Reserves
	
	Actual

31/03/08

£000
	Revised

31/03/09

£000
	Proj’d

31/03/10

£000
	Proj’d

31/03/11

£000
	Proj’d

31/03/12

£000
	Proj’d

31/03/13

£000
	Proj’d

31/03/14

£000

	Revenue Reserves
	
	
	
	
	
	
	
	

	General Fund Reserve
	
	(3,800)
	(3,800)
	(3,800)
	(3,800)
	(3,800)
	(3,800)
	(3,800)

	Projects Reserve
	i
	(4,049)
	(2,329)
	70
	2,076
	3,142
	4,338
	5,664

	Collection Fund
	
	(17)
	
	
	
	
	
	

	Job Evaluation
	
	(888)
	
	
	
	
	
	

	Residents Parking
	
	(22)
	
	
	
	
	
	

	Building Control
	
	21
	
	
	
	
	
	

	Licensing Reserve
	
	(14)
	
	
	
	
	
	

	Routledge Reserve
	
	(42)
	
	
	
	
	
	

	Sheepmount Reserve
	
	(129)
	
	
	
	
	
	

	Conservation Fund
	
	(191)
	
	
	
	
	
	

	LSVT Warranties
	
	(488)
	
	
	
	
	
	

	Total Revenue Reserves
	
	(9,619)
	(6,129)
	(3,730)
	(1,724)
	(658)
	538
	1,864

	
	
	
	
	
	
	
	
	

	Capital Reserves
	
	
	
	
	
	
	
	

	Renewals Reserve
	ii
	(1,191)
	(521)
	(521)
	(521)
	(521)
	(521)
	(521)

	Usable Capital Receipts
	
	(12,538)
	(8,387)
	(4,543)
	(4,261)
	(3,522)
	(3,491)
	(3,519)

	Asset Investment Reserve
	
	(2,048)
	(2,000)
	(1,800)
	(1,600)
	(1,400)
	(1,400)
	(1,400)

	Lanes Capital Reserve
	
	(281)
	(296)
	(311)
	(326)
	(341)
	(356)
	(370)

	Total Capital Reserves
	
	(16,058)
	(11,204)
	(7,175)
	(6,708)
	(5,784)
	(5,768)
	(5,810)

	
	
	
	
	
	
	
	
	

	Total available Council Balances
	
	(25,677)
	(17,333)
	(10,905)
	(8,432)
	(6,442)
	(5,230)
	(3,946)

	Other Reserves
	iii
	(98,361)
	
	
	
	
	
	

	Total Reserves
	
	(124,038)
	
	
	
	
	
	


(i) refer to paragraph 6.1 for further details,

(ii) The Renewals reserve was deleted as part of last years budget process and the balance above reflects the potential requirement to replace CLL assets at the end of the contract.

(iii) These reserves are of a technical nature and are not cash backed. They are not available either to fund expenditure or to meet future commitments.











APPENDIX H

DRAFT STATUTORY REPORT OF THE DIRECTOR OF CORPORATE SERVICES

 1.       In setting its Budget Requirement, the Council is required under the Local Government Act 2003 (Section 25) to consider:

(i) The formal advice of the statutory responsible financial officer (the Director of Corporate Services) on the robustness of the estimates included in the budget and the adequacy of the reserves for which the budget provides;

(ii) The Council has to determine what levels of borrowing, if any, it wishes to make under the new Prudential Code that now governs local authority borrowing.

2.
Robustness of the Estimates

Whilst relevant budget holders are responsible for individual budgets and their preparation, all estimates are scrutinised by Financial Services staff, the Senior Management Team and the Strategic Planning Group prior to submission to members.  

The Council’s revenue and capital budgets are integrated in that the financial impact of the proposed capital programme is reflected in the revenue estimates.  

The Council has no history of overspending against budget, indeed, in the past there has tended to be a degree of underspending.  Improved budget monitoring backed up by specific action where appropriate and base budget procedures have proven effective in addressing this issue. 

There are risks however involved in projecting budgets particularly over the medium term and the year-end position will never exactly match the estimated position in any given year.  Areas of specific risk in the current five-year period under consideration are:

· The Governments 2007 spending review (CSR07) indicates that Central Government funding of Local Government will be much tighter over the medium term. This has been reflected in the grant settlement where the Council was amongst those who received the lowest percentage increase in the country at just 1% in 2008/09 and 0.5% in 2009/10 and 2010/11.  It is anticipated that the next Government Spending Review from 2011/12 will continue this pattern and a zero increase has been assumed for 2011/12 to 2013/14.  Coupled with the requirement to identify 3% cashable efficiencies for redirection to priorities, this will increase the pressure to provide efficiency and improve value for money in the provision of council services including the progression of shared service initiatives.

· The level of interest receipts and return on Treasury Management activities are subject to market rates.  Members are advised of this risk every year and it should be noted that in the current economic climate with regular changes in base rates, investment income is particularly difficult to estimate, with forward years assumptions on investment rates very difficult to predict.  Currently the reduction of investment income given the recent cuts in base rates could equate to over £1m reduction.

· A major financial implication for the Council is the Job Evaluation exercise. Currently the projections include a recurring estimated cost of £1m per annum. The project is ongoing but is currently running behind the project plan. Senior Managers will continue to investigate ways as the project progresses to contain the impact within available resources.

· To improve the accuracy of base budgets and to avoid year end underspending, income budgets have been set at more realistic levels based on usage to date, price increases etc. This does however increase the risk that income budgets may not be achieved as indeed has been experienced in previous years and specifically in the current year due to the recession. There is also an increasing significant reliance on Grant Income.  A risk assessment has been produced which will be monitored by SMT to plan for and mitigate where possible the effects of the recession on Carlisle’s residents and businesses.

· Central contingencies – there have been no contingency budgets built in to the existing estimates.  This means that any unforeseen expenditure that cannot be contained within existing budgets will require a supplementary estimate to cover any costs. There is currently sufficient reserve balances to cover such events however the pressure on reserves highlighted in this document needs to be addressed.

At this stage it should be noted that the current projected revenue deficit still requires substantial savings to be identified to meet the ongoing projected shortfall.

The Council is committed to Carlisle Renaissance and a team has been appointed to assist with the delivery. As part of this budget process specific revenue budgets have been earmarked to assist with the delivery of the project for a period, but currently there are limited earmarked budgets for the actual delivery of the transformational projects and these will require external funding to deliver.

There are also potentially significant capital budget requirements arising from other initiatives and ongoing feasibility studies that currently have no funding allocations. 

Taking the above matters into account it is my opinion that the budget presented for Council approval for 2009/10 is sufficiently robust. However this is dependent upon the necessary steps being taken to resolve the ongoing projected deficit, as the projections are not sustainable for future years. Specifically it will require the delivery of the savings proposals identified and continuing work to deliver further savings.  

Regular budget monitoring, particularly in the area of Treasury Management is imperative during this period.  

The requirement of the Council’s future Capital Programme also needs to be clarified.

2. Adequacy of Reserves

The level and usage of the Council’s Reserves is undertaken annually as part of the Medium Term Financial Plan.  

Viewed against the current projections, the Council’s Reserves are under significant pressure from 2009/10 onwards.  The appropriateness of the level of reserves can only be judged in the context of the Council’s longer term plans and an exercise is currently being undertaken to review the level of reserves through the use of a risk assessment matrix.  The initial findings of this exercise suggest that £3.8m is a prudent level of General Fund Reserves which will be required as a general working capital / contingency to cushion the Council against unexpected events and emergencies.  Therefore it is not recommended that the current General Fund reserve be used to fund any of the current pressures unless there are clear plans to replenish the reserve. The Projects Reserve could be used to cushion and short term funding shortfalls, but Members should be aware that there are no strategies in place to replenish that reserve once it is fully depleted and this will need to be considered further as part of the update of the MTFP.

The Councils policy on reserves is that wherever possible reserves should not be used to fund recurring expenditure, but that where it is, this should be made explicit and steps taken to address the situation in the following years.  The deficit projections must therefore be addressed and the Executive must set out in its Budget Discipline and Saving Strategy how it expects Officers to address the situation in setting the 2009/10 budget and preparing for the 2010/11-budget cycle.  Currently £1m for 3 years has been earmarked from reserves to meet the potential cost of the job evaluation project pending identification of further savings. Whilst clearly there is a risk that other savings cannot be identified, the Council has a history of identifying savings in the face of difficult decisions.   

Council Reserves would not be able to sustain the level of proposed expenditure as set out in this Consultation paper, without the necessary steps being taken to resolve the ongoing projected deficit from 2009/10 by delivery of savings proposals currently identified and identification of further savings.  It is recommended that the £3.8m General Fund Reserve is retained to fund unexpected events and emergencies.

3. Determination of Borrowing

The new Prudential Accounting regime enables the Council to borrow subject to meeting criteria of affordability. The draft Prudential Indicators have been established and these will be finalised for Council approval once decisions on the overall Capital Programme have been made. 

For the period under review it is recommended that no borrowing will take place due to the level of capital receipts currently being generated with the forward projections also including no prudential borrowing. The capital programme for 2009/10 to 2013/14 is largely funded from capital receipts, particularly from the Preserved Right to Buy Sharing agreement.


There is a risk however in the long-term sustainability of funding the capital programme from a reducing availability of capital receipts over the longer-term and the use of prudential borrowing will be kept under review.











APPENDIX I

SECTION E – EXECUTIVES PROPOSED BUDGET DISCIPLINE AND SAVING STRATEGY
1. The Council has adopted a 5-year financial strategy as set out in its Medium Term Financial Plan to assist in the integration of financial planning with the priorities set out in the Corporate Plan. The current medium term financial projections point to a shortfall in the Council’s budgets, which will require additional savings to be identified. In addition, the scope for the Council to continue support for initiatives in future years and to redirect resources to priorities will be dependent on the extent to which the Council is successful in realising and redirecting additional resources. The requirement to identify savings or raise additional income in future years is a continuing pressure facing the Council. 

2. Though the savings outlined in this document go some way to ensure a stable budget for the Council for the next five years, it is clear that a much more radical approach is needed to secure a safe and healthy financial future for the Council.  Indeed, the current economic downturn alone compels the Council to take rigorous action and it is predicted that 75% of all local authorities will make drastic budget cuts next year.

The Council is currently considering proposals which, if approved, would align its management structures and the majority of its services with Allerdale Borough Council.  It is estimated that a merged senior management team alone would secure a combined annual saving of £1.1m.  In addition the savings of sharing services will be very substantial.

If Allerdale and Carlisle Councils reject the Executive's recommendations of a radical collaboration, Carlisle will still need to undertake a staffing restructure and whereas this will undoubtedly release some savings, it is unlikely that they will be at the level needed to secure the long-term financial future for Carlisle, which the Allerdale/Carlisle collaboration will ensure.  But more importantly, it is more likely that some services will need to be cut too. Indeed, the Executive feels that by rejecting and/or watering down the recommendations, this will harm the reputation of both Councils and will be seen nationally, regionally and across the County as a significant missed opportunity. Moreover local people in Carlisle will undoubtedly question why its local Council would not want to make savings which would help to improve services, but instead choose to fly in the face of a deepening recession. 

3. The savings strategy developed during 2007/08 will continue to concentrate on the following areas to deliver the savings required to produce a balanced longer term budget, however the exact work programme will be dependant on progress with the shared management proposals with Allerdale.

· Service Improvement Reviews – the financial target for these reviews is a requirement to achieve a minimum 5% reduction in the gross cost of those services.

· Asset Review – the focus of the Asset Review is on producing a Development and Investment Plan for the City Council’s property portfolio with the aim of delivering additional income or reduced costs on a recurring basis.

· Shared Services – the target required is to achieve a 3% efficiency saving from any service under consideration by any service under consideration by the shared service agenda.

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

4. Members and Officers are reminded that it is essential to maintain a disciplined approach to budgetary matters and as such:

· Supplementary estimates will only be granted in exceptional circumstances.

· Proposals seeking virement should only be approved where the expenditure to be incurred is consistent with policies and priorities agreed by the Council.

5. In order to continue the improvements in the links between financial and strategic planning, the Strategic Planning Group will continue to meet regularly to progress forward planning on these issues. 
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