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REPORT TO EXECUTIVE




PORTFOLIO AREA: FINANCE AND PERFORMANCE MANAGEMENT

Date of Meeting:
30 July 2007

Public


Key Decision:
No
Recorded in Forward Plan:
No

Inside Policy Framework

Title:
THREE YEAR BUDGET 2008/09 TO 2010/11 – BUDGET PROCESS AND TIMETABLE 

Report of:
The Director of Corporate Services

Report reference:
CORP35/07

Summary:

Following the approval by Council on 17 July of the budget policy documents and in particular the Medium Term Financial Plan and Capital Strategy, this report summarises the projected cost of supporting current service levels and the potential resources available to the Council over the three-year period to 2010/11.  The report explains the budget process with a timetable to guide the process attached for information.

Recommendations:

The Executive are recommended to:

i) Consider whether any additional guidance to officers is required in compiling budgets for 2008/09 to 2010/11 including any requirements or emphasis to redirect resources over that period.

ii) Note the budget timetable and determine whether special Executive budget meetings are proposed.

Contact Officer:
Angela Brown
Tel:
 7299



Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: Medium Term Financial Plan (CORP18/07) and Capital Strategy (CORP20/07) - Council 17/07/07.

CITY OF CARLISLE

To:
The Executive





CORP35/07

30 July 2007


THREE YEAR BUDGET 2008/09 TO 2010/11

· BUDGET PROCESS AND TIMETABLE

1. BACKGROUND AND INTRODUCTION

1.1 The guiding principles for the formulation of the budget over the next three years are set out in the following Policy documents which were formally submitted to and approved by Council on 17 July to form part of the Budget and Policy Framework:

· Medium Term Financial Plan and Charging Policy (MTFP) – Report CORP18/07 (amended)

· Capital Strategy (CS)  -Report CORP20/07 (amended)

· Asset Management Plan (AMP) – Report DS 49/07 

1.2
The Council has adopted a three-year planning horizon and resources and commitments have been estimated on the best information available over that period. In preparing projections over a three-year period there is an inevitable risk from failing to accurately predict the Council’s resource and commitment assumptions. 

1.3
This report summarises the current budget projections for the three-year period 2008/09 to 2010/11, and highlights a number of issues which will impact on the Council as the Budget is developed. A timetable to guide the process is also attached for information.

1.4
Members are reminded that it is important that any figures and projections quoted in this report are seen in a broad policy context and are not used as a substitute for the detailed budgets that will be prepared and presented later in the year. 

2.
PRIORITISATION OF RESOURCES

2.1
The Council’s priorities have been developed within an over-arching commitment to the Carlisle Renaissance agenda. Within this commitment, the Council has set out two priority areas for the basis of allocation of its revenue and capital resources:

· The Learning City

· Cleaner, Greener and Safer

2.2 Directorate Plans have been developed to include targets that reflect these priorities. 

2.3 In accordance with the budget discipline approved by Council in February, further detailed work will be carried out in the following areas: 

· The establishment of value for money methodology which will enable the Council to assess how it is achieving best value across all its services;

· The investigation of ways in which the Pay and Workforce Strategy estimated to cost £1m per annum can be contained within available resources;

· The potential to introduce new and/or increased trading and charging for particular services.

· The implementation of the Savings Strategy for identifying recurring revenue savings which will concentrate on the following areas:

· Service Improvement Reviews – the requirement to achieve effective service delivery whilst pursuing a target of 5% reduction in the gross revenue budget (using the areas highlight in the Use of Resources Profiling Report);

· Asset review – work is underway to examine options for managing the Council’s assets with the aim of delivering an acceptable combination of investment, recurring income and recurring reduced costs. The first stage of this work is expected to be available for consideration by the Executive in November.

· Shared Services – the requirement is to achieve cashable savings via shared services whilst maintaining service improvements, in accordance with the Council’s Shared Service Policy.

· Recurring revenue reductions in base budgets in proportion to the level of previous years’ budget underspends to deliver at least £130,000 per annum;

2.4 Members should be aware that progress on some of the saving strategy has been delayed pending a decision on the future of local government in Cumbria (anticipated announcement at the end of July 2007). This has affected progress on Shared Services and the Service Improvement reviews in particular. It is currently anticipated that an announcement on the future of Government in Cumbria will be made on 25th July, following which the strategy will be progressed or reviewed as appropriate.

3.
REVENUE BUDGET PROJECTIONS 2008/09 TO 2010/11

3.1 The current revenue projections as set out in the MTFP indicate an initial projected recurring shortfall to be met in the three-year period 2008/09 to 2010/11 of:

2008/09
£1,169,000

2009/10
£1,724,000

2010/11
£2,120,000

3.2 The projected shortfall above includes estimates for a number of issues, which require further investigation during the budget process, including:

· Currently the above projections include a recurring cost projection of £1m per annum from 2008/09 (which in the short term can be met from the Projects Reserve) for the effects of the Pay and Workforce Strategy, which includes the Job Evaluation exercise.  This project is underway but is unlikely to be finalised until the end of the financial year. It is anticipated that initial cost estimates may be available in autumn 2007, but this timing depends on a number of issues including the appeals process. The Deputy Chief Executive is leading this project and will provide an update on the project to the next Executive. Although the intention is to cushion the impact in the short term from Council reserves, the aim is to manage any recurring implication from within existing base budgets.

· The announcement of the Governments Comprehensive Spending Review for the next three-year period has already been delayed until the autumn 2007.  The announcement was originally anticipated to set the Government Grant level for the next three year period, however it is currently unclear that the grant will be set for the forward two years of the period, and how the 3% efficiency savings will be built in. It is widely anticipated that this will be a difficult financial settlement for local government.

· The Government is currently negotiating the way forward on the revised Local Government Pension Scheme proposals and consultation is currently underway.  The next triennial pension valuation is also due and both of these issues could impact on the costs to the authority in future years.

· The Government will implement a new national Concessionary Fare scheme from 1st April 2008. This could have a significant additional financial impact on the Council.

· Carlisle Renaissance  - the potential long term funding requirements associated with the Carlisle Renaissance agenda will emerge as key strategies and plans are put in place.  The financial impact on the Council will ultimately depend upon its role in the delivery of specific projects, the scope and timing of these projects and the ability to secure external funding.

· There are also a number of additional spending pressures and risks emerging both locally and nationally that may have implications for the Council but which have not yet been incorporated into future projections.  These will be investigated further during the budget process including:

· Waste and recycling

· Reductions in income from fees and charges (including car parking and bereavement services)

· Effect of the increase or reduction in specific grants (e.g. Planning Delivery and Benefit Admin grants)

3.4 The Medium Term Financial Plan projections are currently based on a continuation of the current structure of local government across Cumbria. Projections may need to be amended following a final decision by the Government. 

3.5 In conclusion, there will be significant pressure on the Council’s budgets over the next three-year planning period.  In consequence, the Council will remain dependent on the ability to generate savings, increase income and to redirect resources to meet major priorities.

2. CAPITAL PROGRAMME PROJECTIONS 2008/09 TO 2010/11

4.1
A summary of the likely availability of capital resources together with current expenditure commitments required over the period is contained in the Capital Strategy.  

4.2 A summary of the current projection of ‘uncommitted’ (or available) capital resources is set out in Section 5. The table in section 5 shows that (based on current projections) unallocated resources available for capital purposes at the end of the three-year period are forecast to be £14.4m.  This forecast is updated regularly as revised information becomes available on asset sales against projections and updated forecasts will be given throughout the period.

4.3 The available resources has to be seen in the context of the emerging capital spending pressures which are not included in the current programme and in particular:

· Carlisle Renaissance Development Framework and Movement Strategy

· Asset Review 

· Theatre and Arts Study

· Tullie House Development Plan and Trust Proposals

· Sport and Play Strategies

· IT Strategy

· Environmental Issues 

· Housing Strategy

4.4
These emerging pressures will be assessed in the light of the Council’s priorities and available resources but it is evident that there are insufficient internal capital resources currently available to support all of the initiatives emerging. The impact on the Councils’ revenue funding from the utilisation of the capital resources would also need to be fully assessed. The Council will remain dependent on attracting external funding and partnership arrangements to deliver its aspirations.

4.5 A more rigorous assessment of any new capital projects will take place via the reorganised Capital Projects Board. This will take place prior to consideration by Members, so those Members have the full facts before them prior to making any capital investment decisions. Consideration will be given during consideration of all future potential capital projects to alternative sources of funding such as private sector investment, capital grants, and prudential borrowing.

4.6 Detailed proposals will then be submitted for consideration by the Executive and Corporate Resources Overview and Scrutiny Committee during the budget process. 

5 BALANCES AND RESERVE

5.1
The Council’s policy on balances and reserves is set out in full in the MTFP.  A summary of the main usable reserves (excluding specific earmarked Reserves) is set out in the table below:

Council Usable Reserves and Balances 
Projected

31/03/08

£000
Projected

31/03/09

£000
Projected

31/03/10

£000
Projected

31/03/11

£000

Revenue:





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

Projects Reserve
(3,944)
(1,984)
51
2,171


(7,744)
(5,784)
(3,749)
(1,629)

Capital:





Useable capital receipts
(9,579)
(10,206)
(10,440)
(11,793)

Renewals Reserve
(1,098)
(976)
(611)
(246)

Asset Investment Reserve
(2,000)
 (2,000)
(2,000)
(2,000)

Lanes Capital Reserve
(281)
(296)
(311)
(326)


(12,958)
(13,478)
(13,362)
(14,365)

Total Available 
(20,702)
(19,262)
(17,111)
(15,994)

5.2 The majority of Council Reserves can be used to fund capital or revenue expenditure, the main exception being capital receipts, which can only be used to fund capital expenditure. There is a strict definition of what constitutes capital expenditure, and this must be adhered to.

5.3 Currently, the Council’s balances and reserves remain strong and at prudent levels, and position the Council well to deal with unexpected or strategic issues as they arise.  However the following should be noted:

· On current projections, the balance available in the project reserve will be exhausted by 2009/10, and the current projected deficit is £2.171m as at 31 March 2011. This is principally as a result of the projected revenue deficit arising from the PWS, however as stated earlier, work will be carried out as part of the 2008/09 three-year budget process to plan the achievement of a balanced budget position.  Currently this reserve is built up from windfall gains and year-end underspends which are reducing over time as the Council’s base budgeting procedures improve. 

6. 
BUDGET TIMETABLE

6.1
A draft overview Budget Timetable is attached at Appendix A.  The Executive are asked to consider whether it would wish special meetings be arranged to enable the Executive and Corporate Resources Overview and Scrutiny Committee adequate time to consider the issues raised during the process. The timing of meetings may be dependent on timings for the Governments Grant announcements.  

6.2 More detailed budget guidance with specific targets will be issued to Service Managers shortly to further aid them during the process. 

6.3 To support this, a training programme has been developed to enable a greater understanding in Financial Management issues generally.  Sessions in budgeting will form part of that and be made available to Members and employees during the course of the summer and autumn. 

7. CONSULTATION

7.1
The Senior Management Team and Strategic Planning Group consider all budget issues prior to consideration by Members.

7.2 The Corporate Resources Overview and Scrutiny Committee will be consulted on relevant budget matters throughout the process and will consider this report on 6 September. 

7.2

There is widespread consultation on budget issues with various stakeholders throughout the budget process and wider public consultation on the budget will be considered in further detail to determine the most appropriate method.

8.
RECOMMENDATIONS

The Executive are recommended to:

(i)
Consider whether any additional guidance to officers is required in compiling budgets for 2008/09 to 2010/11 including any requirements or emphasis to redirect resources over that period.

(ii) Note the budget timetable and determine whether special Executive budget meetings are proposed.

9.
IMPLICATIONS

· Staffing/Resources – Any issues arising will be considered in future budget reports.

· Financial – Included within the report.

· Legal – None at this stage.

· Corporate – SMT and the Strategic Planning Group have considered the issues raised in this report.

· Risk Management – the main risks attach to the potential scale of new initiatives and commitments that could require base level funding, together with the Council’s reliance on income from rental and fees and charges.

· Equality Issues – Any issues arising will be considered in future budget reports.

· Environmental – As above.

· Crime and Disorder – As above.

A BROWN

Director of Corporate Services

Contact Officer:
Angela Brown


Tel: 7299

DRAFT OVERVIEW TIMETABLE – 2008/09 TO 2010/11 BUDGET

Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Policy Documents 2008/09 to 2010/11:

· Medium Term Financial Plan &Charging Policy

· Capital Strategy

· Asset Management Plan
31/05/07 (draft)

02/07/07(final)
CROS 14/06/07
17/07/07

Consideration of Budget Timetable and Process


30/07/07
CROS 06/09/07


Consideration of first forecast of overall budget position including:

· Base Budgets and Summary Projections

· Charges Review Reports (Licensing Report to 12/09/07 Licensing Committee first)

· Spending Pressures

· Saving Proposals

· Capital Programme proposals 

· Renewals Reserve

· Repair & Maintenance

· Treasury Management

 
19/11/07 

(or special)
Com O&S 22/11/07

Infr O&S  29/11/07 

CROS 6/12/07

(specials may be required depending on date of Executive consideration)




Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Overview and Scrutiny Feedback
 10/12/07 special 



Consideration of:

· Draft Revenue Support Grant Settlement 

· Summary of Overall Budgetary Position for Revenue and Capital (to include Director of Corporate Services draft S25 report and Executive’s draft Budget Discipline)

· Draft Treasury Management & Investment Strategy (including Prudential Borrowing Indicators) 

Executive issue Draft Budget Proposals for Consultation


17/12/07 





Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Formal Consultation Period (period 19/12/06 to 20/01/07)

· Public Consultation

· Public Notice/Advert in local press 

· Parish Councils

· Business Community (LEAG & NNDR payers)

· Corporate Resources Overview & Scrutiny 

-     Staff and Trade Unions

TBA

TBA

TBA

TBA

CROS 10/01/08

TBA


Consideration of: 

-     Consultation Feedback 

-     Final Budget Reports including Final Settlement figures

-    Treasury Management & Investment Strategy (including Prudential Borrowing Indicators)

Executive Issue Final Budget Proposals

(NB: If the Council budget meeting is held after 7th February in any year, then the Council decision on the night is binding)
21/01/08



05/02/08 Special 

Formal Setting of Council Tax

(NB: Final Statutory date is 11th March)


04/03/08

11
1








20/07/07

