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CORP16/08


21 April 2008

MTFP BUDGET UPDATE 2008/09 TO 2010/11

1. INTRODUCTION

1.1. This report provides an update to the 2008/09 budget which was approved by Council on 5 February, and provides additional information to Members on issues which were outstanding at that time. This includes final confirmation of government allocations for individual revenue and capital schemes and the results of tender and consultation processes which have now been finalised. 

2. REVENUE BUDGET UPDATES 2007/08

2.1
It should be noted that confirmation of some issues affecting the 2007/08 budget have now been received. In particular:

· Housing & Planning Delivery Grant.

The 2007/08 Planning Delivery Grant allocation has been received totalling £196,248 which is less than the current budget provision of £210,800. Any shortfall will be met from base budgets.

· Local Authority Business Growth Incentive (LABGI)

The Department of Communities and Local Government (DCLG) have recently announced the provisional year 3 (2007/08) allocations and details of additional payments in respect of years 1 and 2. The Council has been allocated £478,330 for 2007/08 and an additional £53,236 for 2006/07. The total allocation is £531,566 against the current estimated budget provision of £500,000. Authorities are permitted to query their allocations but this must be done by 16 May at which point the DCLG will confirm the payments. The DCLG has retained £100m as a contingency so some additional funding is likely to be received once any legal challenges have been resolved. 

3. REVENUE BUDGET UPDATES 2008/09 TO 2010/11
3.1 The following changes are required as a result of final notification of government grant allocations, and the outcome of tender and consultation processes:

3.2 Minimum Revenue Provision (MRP)

Report CORP10/08, considered elsewhere on the agenda, provides details of the Minimum Revenue Provision Strategy and the impact of the Capital Financing Regulations which have recently been finalised following a consultation period. The report also discusses an option whereby the City Council is able to reduce, on a temporary basis (pending usage of capital receipts), its MRP liability in 2008/09 and future years through an accounting adjustment involving the voluntary set aside of its unapplied capital receipts. This will result in a saving of approximately £388,000 in 2008/09 and a saving of over £300,000 per annum in the following two years. Fuller details on the background to this option and the rationale behind the proposal can be found in CORP10/08.  The report also contains the proposed MRP Strategy for the Council in 2008/09 which is a new requirement for local authorities to undertake. 

3.3 Insurance Tender

The results of the five-yearly Insurance Tender exercise have recently been received. The evaluation process is nearing completion but at this stage, there is likely to be an estimated saving of some £350,000 in each of the next five years as compared to the current budget provision.  More details on the tender exercise and the reasons for the favourable outcome are contained in Appendix A to this report. 

3.4 Audit Fees


Audit Commission fees were initially set to increase by 33% over the three year period to 2010/11.  However, following the consultation process, the Audit Commission has indicated that inflation will be reduced to 1.25% in each of the next three years and that there will be no increase in respect of Use of Resources work for District Councils. This will result in a saving of £20,000 over the current budget provision. 

3.5
There are still some outstanding issues for 2008/09 to 2010/11 that are unknown or waiting confirmation:

· Details of the new 2008/09 Housing and Planning Delivery Grant allocation are still awaited.

· There will be no LABGI allocation for 2008/09 and details have not yet been received to date regarding the LABGI (or equivalent) allocation for 2009/10 onwards following the consultation process.

3.6 The main changes can be summarised in the table below.

Summarised Position
Note
2008/09 Original Estimate

£000
2009/10 Projection

£000
2010/11 Projection

£000

Budget (surplus)/deficit:

· recurring

· non – recurring

Total

314

1,179

1,493
(100)

716

616
48

392

440

Changes as detailed above:

· Minimum Revenue Provision

· Insurance Tender

· Concessionary Fares

· Audit Fees
2.2

2.3

CORP17/082.4
(388)

(350)

115

(20)
(348)

(350)

142

(20)
(335)

(350)

149

(20)

Revised budget (surplus)/deficit:

· recurring

· non – recurring

Total

(329)

1,179

850
(676)

716

40
(508)

392

(116)

3.7 Recurring 

As a result of the budget changes identified above, the recurring requirement to be met from reserves (which includes the estimated impact of the Job Evaluation exercise) has improved from a deficit of £314,000 in 2008/09 to a surplus contribution to reserves of £329,000 (improved from a surplus contribution of £100,000 in 2009/10 to a surplus £676,000 contribution and improved from a deficit on reserves of £48,000 in 2010/11 to a surplus contribution to reserves of £508,000). In effect therefore, the original recurring budget shortfall, which includes the estimated impact of the Job Evaluation process offset by the Vacancy Management saving, has been met. However there are remaining risks to the budget as set out in the budget resolution particularly in achieving the savings proposals approved and in the finalisation of the Job Evaluation exercise.

3.8 Non-recurring

The non-recurring requirement to be met from reserves includes funding allocated to the Carlisle Renaissance Initiative, costs associated with the Shared Service agenda and other non-recurring spending pressures identified during the 2008/09 budget process.    

4.
CAPITAL BUDGET UPDATES 2008/09 TO 2010/11

4.1
The Council has now received notification of Government Grant Capital allocations for 2008/09 as detailed in the following paragraphs.

4.2 Regional Housing Pot


The 2008/09 total grant allocation has been confirmed at £1,122,000 an increase of £12,300 over the current budget provision.

4.3 Disabled Facilities Grants (DFG) 

A DFG allocation of £510,000 has been awarded to the Council for 2008/09, an increase of £284,000 over the current budget provision. New guidance has also been issued with the award letter providing details of the removal of the 60:40 funding split and the pilot scheme which the City Council has agreed to participate in. 

Funding 

In previous years, the total allocation was £280,000 in 2006/07 and £177,000 in both 2005/06 and 2004/05, to which the City Council had to make a contribution of 40%. However, Carlisle City Council has made a considerable contribution to DFGs in past years, not just the 40% split funding, but also through the Housing Strategy programme. From 2008/09 the 60:40 funding split is being removed, and we will receive the DFG allocation (£510,000) without a specific requirement to match this funding.  The increased flexibility will allow us to design adaptation services that fit with local delivery arrangements and the needs of disabled people.  It is however expected by CLG (Communities and Local Government) that Local Authorities will continue to contribute its own funding to the provision of DFG’s, but also to look at bringing together other resources to provide a more transparent and coherent service (Health funding especially).

Members will need to determine whether they wish to continue contributing Council funds (capital receipts) to match this funding as, although there is no formal requirement for us to do so, there is an expectation from the DCLG that this practice will continue although the DCLG have confirmed that there are no sanctions for those authorities that do not continue to contribute from their own resources. The Council’s contribution would amount to £340,000 in 2008/09, an increase of £359,330 over current budget projections. 

Ring-fencing pilot

The removal of the restrictive ring fence on the funding will enable Local Authorities to improve service delivery, speed up the process, and develop a more simplified system which could deliver smaller scale aids and adaptations more quickly.  This could relate to speedier hospital discharge, and the ability to deal with the inaccessibility of housing due to steps etc.

The purpose of the pilot un-ring fenced DFG allocation is threefold;

· To evaluate the impact on un-ring fenced funding on Local Authorities.

· To identify issues with including DFG’s in Local Area Agreements, and the support required by Local Authorities to help made a successful transition.

· Provide learning/good practice for other Authorities on how best to include DFG’s in Local Area Agreements.

DCLG have been asked to address a meeting of all Cumbria Local Authorities, and the County Council, to explain in more detail, the consequences of inclusion in the un-ring fenced DFG allocation pilot.

A further report will be presented to a future meeting of the Executive providing more details on the pilot and the funding arrangements.

5.
CONSULTATION

This report will be considered by Corporate Resources Overview and Scrutiny on 12 June 2008.

6.
RECOMMENDATIONS

The Executive is requested to note the budget changes as detailed in the report for recommendation to Council for formal inclusion in the budget.

7.
REASONS FOR RECOMMENDATIONS

To update the Council’s budget resolution.

8.
IMPLICATIONS

· Staffing/Resources – Not applicable.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – Included within the report.

· Risk Management – Not applicable.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

· Impact on the Customer – Principally Council tax and charges impacts.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Alison Taylor




Ext:
7280

APPENDIX A

INSURANCE TENDER OUTCOME 

The results of the five-yearly Insurance Tender, exercise have recently been received. The evaluation process is nearing completion but at this stage, there is likely to be an estimated saving of some £350,000 over each of the next five years. Set out below is a summary of the results as compared to the current budget provision.


Budget 2008/09

£000s
Tender 2008/09

£000s
Variance £000s

Liability
491
228
(263)

Material Damage
215
150
(65)

Motor
79
68
(11)

Other
35
24
(11)

Total
820
470
(350)

The result of this tender process was not easy to forecast and the outcome, which represents a saving of 43% as compared to the budget provision, is certainly far better than could reasonably be expected. Indeed, one of the three full tenders received would actually have resulted in an increase over the current budget and discussions with our insurance brokers (Marsh) confirmed the difficulty of making an accurate assessment of the outcome of the exercise.  In the event, although costs have been much reduced, the Council’s insurers and the cover that each will be providing will be unchanged from the current providers.  The opportunity has been taken to confirm a new five year agreement, as advised by Marsh, which will both generate a saving over a shorter period (3 years) and also lock in the savings achieved for the full five years.

Five years ago, the insurance market was very difficult and the stock market, which is one driver of insurance quotes, was at rock bottom in terms of the current cycle although this did not of course become apparent until much later. At that time, the authority had just transferred its housing stock and the bulk of its leisure facilities.  The housing DSO, however, was still a City Council responsibility and the Council’s claims history was not outstandingly good and not just in relation to the services that had been transferred 

The stock market is now in better shape and insurance company balance sheets will generally be stronger than five years ago although it is difficult to quantify the effect that the 2007 summer floods will have had in this respect.  More importantly as regards the City Council, the Council’s claims record is much stronger than it was five years ago and there are a number of reason for this.

Claims made against the Council in terms of employers and public liability have certainly declined in recent years but the bulk of the claims that have been made have been successfully refuted.  Improved inspection regimes and record keeping are a key element in the strategy of successfully defending these claims.  This approach, backed up by a proactive attitude to risk assessment and risk management, has contributed to a climate where fewer claims are received and of those the vast majority are rebutted.   Once this becomes apparent to insurers, who for obvious reasons encourage all forms of risk management, premiums will tend to reduce accordingly.  This strategy also discourages claimants and their solicitors from making claims where they feel they have no realistic of success

While these are positive factors, there is still the issue of the 2005 flood that resulted in the City Council making a claim of over £6.6m. This was the principal factor why it was so hard to judge the outcome of the tender process. Fortunately, the Council was able to demonstrate that the issue of future flood prevention was being proactively managed and many of the results of this can now be observed in the three years that have elapsed since the flood.  For this reason the relevant quotes in respect of material damage insurance in particular generally reflected this approach. 
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