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Summary:

This report provides a summary of the Council’s revised revenue base estimates for 2008/09, together with base estimates for 2009/10 and updated reserve projections to 2013/14. New spending pressures and savings are considered elsewhere on the agenda. It should be noted that the figures in this report are indicative and the final position is subject to decisions being taken further in the budget process.

The report also provides an update on the key budget considerations.

Recommendations:

The Executive is requested to:

(i) note the revised base estimates for 2008/09 and base estimates for 2009/10;

(ii) note the current MTFP projections, which will continue to be updated throughout the budget process as key issues become clearer and decisions are taken.
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Alison Taylor
Ext:
 7280
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To:
The Executive







CORP62/08


24 November 2008

REVENUE BASE ESTIMATES AND UPDATED MEDIUM TERM FINANCIAL PLAN

PROJECTIONS 2009/10 TO 2013/14

1. INTRODUCTION

1.1. This report considers the revised base estimates for 2008/09 together with the estimates for 2009/10 and updated projections to 2013/14. The report also sets out any known revisions to the Medium Term Financial Plan (MTFP) projections.


1.2. The base estimates have been prepared in accordance with the guiding principles for the formulation of the budget over the next five year planning period as set out in the following Policy documents that were approved by Council on 9 September 2008:


· Medium Term Financial Plan and Charging Policy (Report CORP21/08)

· Capital Strategy  (Report CORP22/08)

· Asset Management Plan (Report DS97/08)

1.3. Members should be aware that there are a number of significant factors affecting the budget that are currently unresolved. In particular the following are key to the budget process and details on these are considered further in the report:

· Outcome of Job Evaluation project.

· Shared Management Arrangements

· Government Finance Settlement - RSG and NNDR 

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

· Triennial Revaluation of the Pension Fund

1.4. It should also be noted that any new spending pressures and new savings identified during the course of this budget process are detailed within reports CORP64/08 and CORP65/08 considered elsewhere on the agenda. The potential impact of these proposals is not reflected within this report, as there are a number of options for member consideration. However it is clear at this early stage of the budget process that all of the pressures currently identified cannot be accommodated within existing Council resources. Decisions will need to be made to limit budget increases to unavoidable and high priority issues, together with maximising savings and efficiencies to enable a balanced budget position to be recommended to Council in February 2009.
2. SUMMARY OF BASE BUDGET ESTIMATES

2.1. The base estimates are calculated on the assumption that core services will continue at approved levels incorporating decisions agreed by Council as part of the previous year’s budget process and including all subsequent decisions made by Council. 

2.2. In particular the MTFP sets out the policy on price inflation and in accordance with this policy, many general expenditure budgets have been frozen at 2008/09 levels. The freeze is equivalent to a saving of £103,000. Once approved, the base budgets are cash limited at these amounts which means that budget holders must operate within the approved budgets and no contingencies are held centrally for unexpected fluctuations in demand or supply levels.

2.3. Work is being carried out to assess whether the broad assumptions in the MTFP are correct now that the detailed core estimates for 2009/10 have been prepared.

2.4. The table below sets out the base level General Fund requirement for 2008/09 and 2009/10 with projections to 2013/14. The 2008/09 variance reflects the supplementary estimates approved by Council since the MTFP was approved in September.


Table 1 – Base Budget Summary


2008/09

Original

£000
2008/09

Revised

£000
2009/10

Original

£000
2010/11

Proj

£000
2011/12

Proj

£000
2012/13

Proj

£000
2013/14

Proj

£000

Net Base Budget 
18,098
19,042
16,956
17,098
17,356
18,073
18,802

Parish Precepts (PP)
405
405
410
420
431
442
453

Total
18,503
19,447
17,366
17,518
17,787
18,515
19,255

Original MTFP projections

19,200
17,366
17,518
17,787
18,515
19,255

Variance 

247
0
0
0
0
0

Analysis of Variance:








Non-recurring:

Contaminated Land

ICT Shared Service

Arts Service Review 

68

49

130
0

0

0
0

0

0
0

0

0
0

0

0
0

0

0



Total variance

247
0
0
0
0
0

2.5. Appendix A details the movements between the original and revised budgets for the 2008/09 base budget requirement.  Members will be aware from the Charges Review reports considered elsewhere on this agenda that a number of income streams are below projected levels in the current financial year. There are however a number of identified savings which offset this position and the current forecast is that the budget will be contained within existing approved resources for 2008/09. The position for 2009/10 onwards will be considered as part of the budget process. 

2.6. Appendix B details the movements between the Original Budget for 2008/09 and the Original Budget for 2009/10 incorporating all decisions made by the Council to date. 

3. UPDATED MTFP PROJECTIONS 

3.1 The recurring budget projections as currently forecast in the MTFP are summarised below:  

2008/09

£314,000

2009/10

£676,000 surplus

2010/11

£508,000 surplus

2011/12

£35,000 surplus

2012/13

£416,000

2013/14

£869,000

3.2 Other than the minor changes detailed at Table 1 there have been no major revisions to the budgets at this stage. The 2009/10 base estimates have been confirmed and there are no significant changes arising from that exercise. The revised estimates for 2008/09 will be recommended to Council as part of the budget process. 

3.3 There are, however, some significant arising pressures on the budgets, and the above forecasts do not, at this stage, include any estimated impact of those pressures. The Savings and New Spending Pressures are considered separately on this agenda and once Member proposals are made the impact will be included in the projections. The Executive will be asked to consider the issues in those reports and any subsequent reports issued in December and make proposals on the savings, new spending pressures and use of reserves as set out in the reports in order to issue a draft budget for consultation purposes.

4. OUTSTANDING KEY ISSUES

4.1. Job Evaluation

The recurring budget shortfall identified in the MTFP projections includes an estimated amount required to implement the Job Evaluation exercise from April 2007 of £1m per annum.  The Job Evaluation process is running behind the project plan and the costs of this exercise are not yet known.
4.2. Revenue Support Grant (RSG) and National Non Domestic Rates (NNDR)

The figures incorporated into this report are based on the 2008/09 Local Government Finance Settlement confirmed by the Secretary of State in January 2008 which provided firm projections for 2009/10 and 2010/11 of £10.320m and £10.372m respectively, equating to an increase of 0.5% for each year. Final confirmation of the settlement figure for 2009/10 will be announced in December 2008. No other cash increase has currently been assumed for the period 2011/12 to 2013/14 although pressure is being put on the Government by the local authority associations to recognise the financial impact of the current recession on authorities financial positions. 

4.3. Local Authority Business Growth Incentive Scheme (LABGI)

The CSR07 announcement stated that the LAGBI scheme would be phased out by March 2008 and a new scheme introduced on a transitional basis over two years from 2009/10. A consultation paper on reforming the scheme has been issued by the DCLG on the future of the LABGI scheme indicating that the level of resources would be much reduced from previous levels. Initial calculations have been made with £15,000 and £56,000 assumed for 2009/10 and 2010/11 respectively, and these figures have been included within CORP65/08 considered elsewhere on the agenda. However the results of the consultation paper and the final allocations have not yet been received nor confirmed by the DCLG. 

4.4. Triennial Pensions Valuation

The results of the next valuation exercise are expected during December 2010 which will be effective from 1 April 2011. There is no indication as yet as to what the anticipated increase will be, however each 1% increase in employer’s contributions will cost the authority in the region of  £200,000. A potential increase has not yet been built into the MTFP from 2011/12 onwards and discussions will take place with the County Council as Pension Fund Administrators to try and clarify future projections. 

4.5. Shared Management Arrangements

Costs and savings expected to arise as a result of any shared management arrangements, or of alternative internal management restructures are not included with the base estimates at this stage. The additional costs and savings, which may be significant, will be reported to a future meeting of the Executive.

4.6. Resource Assumptions

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 projections assume:

· A nil increase in Government Grant increase from 2011/12 onwards. This is consistent with MTFP projections.

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

· A Council Tax Surplus of  £11,000 for 2009/10 with nil assumed from 2010/11 onwards. However early indications show that as the Council Tax base is not increasing in line with original projections, the surplus for 2009/10 may not be achieved. The actual figure for 2009/10 will be available in January. 

· An assumed taxbase of 34,360.48. The final taxbase for 2009/10 will not be available until January.

· Parish Precepts are currently being collated but the estimate for 2009/10 is for a total of £410,000 (which assumes an increase of 2.5% on the 2008/09 figure). The actual Parish requirement for each Parish will be reported to the Executive in December

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.

5. NEW SPENDING PRESSURES 

5.1. In addition to the projected deficit set out in the MTFP, the recent monitoring work has revealed that there are further pressures facing the Council. These, and other pressures, are set out elsewhere on this agenda (see report CORP64/08).  Any pressures approved during this budget cycle will need to be considered in the light of the resources available.
6. SAVINGS AND ADDITIONAL INCOME PROPOSALS 

6.1 The savings and additional income proposals to be considered, as part of this report are presented elsewhere on this agenda (see report CORP65/08).

6.2 In considering these savings, Members need to bear in mind the original revenue deficit as set out in paragraph 3, the pressures identified in CORP64/08 and the other significant factors affecting the budget that are currently unresolved which are key to the budget process as set out in paragraph 4.

7. PROJECTED IMPACT ON REVENUE RESERVES

7.1. The Council’s overall levels of reserves are set out in Appendix C and have been adjusted following the finalisation of the 2007/08 accounts and reflect all decisions made by Council to date.
7.2. The general principles on each of the Reserves are set out in the MTFP.  In terms of meeting ongoing revenue expenditure, the general guiding principle which Council approved 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’. 

7.3 The Projects Reserve has been used as a first call for the current projected revenue budget deficit (excluding any new pressures identified at this stage).  The main potential call on this reserve over the next five-year period is in relation to the potential impact of the Job Evaluation process for which work is underway to identify offsetting savings. There may also be a considerable impact on reserves from any shared management proposals (para 4.5). 

7.4 The additional call on reserves if all of the new bids and savings were approved is shown in the table below where it can be clearly seen that the pressures currently identified cannot be accommodated within existing council resources. Decisions will need to be made to limit budget increases to unavoidable and high priority issues, together with maximising savings and efficiencies. 

Year
Net Recurring

Savings/pressures

£000
Net Non-recurring

Savings/Pressures

£000

2009/10
1,711
1,525

2010/11
1,782
1,106

2011/12
1,909
461

2012/13
1,717
143

2013/14
1,553
93

8. SUMMARY FINANCIAL OUTLOOK AND BUDGET DISCIPLINE 2009/10 to 2013/14

8.1. 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.


8.2. Notification of Government general and specific grants i.e. RSG, NNDR, Housing and Planning Delivery Grant, LABGI, Concessionary Fares funding 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 we will not have confirmation on this until December or January. 

8.3. In terms of expenditure pressures, there are two significant issues affecting the budget which are not as yet known. These are the Triennial Pensions revaluation and Job Evaluation. The results of the pension revaluation will not be known until December 2010 and will be incorporated into future MTFP projections for Members’ consideration.  The Job Evaluation exercise is underway but it is as yet unclear when the exercise will be finalised and therefore we will continue to plan on current projections, which still appear prudent.


8.4. 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, and the Executive will make recommendations in this respect in December.


8.5. 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 will be prepared and included within the Executive’s draft budget proposals for consultation purposes.  At this stage it should be noted that the current revenue deficit requires substantial savings to be identified to meet the ongoing projected shortfall. 

9. EFFICIENCY AGENDA

9.1. Comprehensive Spending Review (CSR07) – 2008/09 Onwards
The CSR07 announcement included ambitious efficiency targets for local government totalling £4.9billion over the next three-year period 2008/09 - 2010/11. Targets have not been set for individual local authorities but is expected that cashable efficiencies equivalent to 3% p.a. of the Council’s net budget requirement (using the baseline expenditure figure as prescribed by the DCLG),  will need to be found, as set out in the table below.  Performance in delivering efficiencies has been incorporated into the new set of performance indicators against which the Council’s Use of Resources assessment will be judged. 



£

2007/08 Baseline
Total Net Service Expenditure
22,679,000


Total Capital Expenditure
6,016,000


Total Baseline =
28,695,000





2008/09 Target
3.00%
   860,850

2009/10 Target
6.10%
1,750,395

2010/11 Target
9.30%
2,668,635

These targets are challenging and work is underway to identify savings to meet the targets.  Members will be regularly updated on progress through the budget monitoring reports. 

10. CONSULTATION

10.1. The Corporate Resources Overview and Scrutiny Committee will consider this report on 11 December 2008, and their views fed back to the Executive on 15 December. The draft budget proposals will then be issued by the Executive on 18 December, and will be subject to wider internal and public consultation.


11. RECOMMENDATIONS

The Executive is requested to:

(i) note the revised base estimates for 2008/09 and base estimates for 2009/10;

(ii) note the current MTFP projections, which will continue to be updated throughout the budget process as key issues become clearer and decisions are taken

12.  IMPLICATIONS

· Staffing/Resources – The base 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 considered elsewhere on the agenda.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – SMT and SPG have been involved in the compilation of the estimates.

· Risk Management – The budget issues being raised at this meeting clearly point to increasing pressures on the Council’s budgets some arising from the economic downturn, along with ongoing funding of priority services.  The pressures cannot all be met from existing resources and decisions will need to be taken to enable a balanced budget position to be reached and recommended to Council.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Alison Taylor





Ext:
7280

APPENDIX A

MOVEMENTS BETWEEN ORIGINAL & REVISED BUDGETS 2008/09



£

£

Original Estimate 2008/09

18,098,000

Non-recurring impact:

Non-Recurring Supplementary Estimates:

· East Cumbria Countryside Project

· Tullie House Governance options

· Contaminated Land

· ICT Shared Service

· Arts Service Review

-    Carry forward requests from 2007/08


22,500

50,000

68,000

49,000

130,400

624,000

Revised estimate 2008/09

19,041,900

Shortfall in income:

· Car Parking

· Land Charges

Shortfall in savings/efficiency targets:

· Vacancy Management

· Salary turnover savings

· Arts and Events

· Community Services review

· DIP

Increases in expenditure

· Fuel and Energy costs

· ICT shared service costs

· Sheepmount Pitch  

· Single Status costs

· Building Maintenance Service

· Recycling

Offset by identified savings:

· Concessionary Fares

· Sheepmount Pitch

· MRP

· Insurance tender savings

· Audit fees

· Treasury Management Projections

· Industrial Estate backdated income 

· VAT refund

Current Forecast Balance in hand


217,000

203,000

246,000

169,000

13,000

16,000

20,000

225,000

49,000

68,000

133,000

120,000

35,000

(250,000)

(9,000)

(582,000)

(235,000)

(20,000)

(350,000)

(280,000)

(232,000)


420,000

464,000

630,000

(1,958,000)

444,000

Revised estimate 2008/09

19,041,900

APPENDIX B

MOVEMENTS BETWEEN ORIGINAL BUDGET 2008/09 & ORIGINAL BUDGET 2009/10



£
£

Original Estimate 2008/09

18,098,000

Impact of 2008/09-budget process approvals:

- Ongoing impact of additional Savings approved

- Impact of additional Spending proposals approved

- Impact of recurring spending pressures:

- Concessionary Fares

- Housing Benefit Admin Grant

- Synthetic Football Pitch

- Non-recurring commitments/deletions:
Expenditure reductions :

- Brampton Business Centre/Telecentre

- Carlisle TIC & Assembly Room

- Shared Services/Efficiencies

- Petteril Bank Protection Work

- Draft Travel Plan

- Customer Contact Centre


- Waste Collection – Enforcement

- Carlisle Renaissance

- Small Scale Community Projects

- Planning Standards Authority

- Connected Cumbria Partnership

- Synthetic Football Pitch

- Slippage re 2006/07 outturn


(10,000)

43,000

9,000

(40,000)

(14,000)

(50,000)

(20,000)

(30,000)

(20,000)

(40,000)

(40,000)

(80,000)

(59,000)

(16,000)

(43,000)

(11,000)

(956,000)

127,000

42,000

(463,000)

Recurring impact:

- Inflation:

- All costs (including pay award)

- Other recurring schemes



693,000

(29,000)



Impact of current years adjustments



Recurring Impact:

MRP

Insurance tender

Concessionary Fares

Audit Fees

Non-recurring impact:

Supplementary estimate

- Carry forward from 2007/08


(348,000)

(350,000)

142,000

(20,000)
(576,000)

20,300



Original Estimate 2008/09




16,956,300

APPENDIX C

COUNCIL RESERVES

Council Reserves

Actual

31/03/08

£000
Revised

31/03/09£000
Projected

31/03/10

£000
Projected

31/03/11

£000
Projected

31/03/12

£000
Projected

31/03/13

£000
Projected

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

(4,049)
(2,329)
(2,269)
(2,381)
(2,416)
(2,000)
(1,131)

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)
(6,069)
(6,181)
(6,216)
(5,800)
(4,931)











Capital Reserves









Renewals Reserve
(ii)
(1,191)
(522)
(522)
(522)
(522)
(522)
(522)

Usable Capital Receipts
(iii)
(12,538)
(8,387)
(4,390)
(3,655)
(2,463)
(1,979)
(1,554)

Asset Disposal Reserve

(2,048)
(2,000)
(2,000)
(2,000)
(2,000)
(2,000)
(2,000)

Lanes Capital Reserve

(281)
(296)
(311)
(326)
(341)
(356)
(356)

Total Capital Reserves

(16,058)
(11,205)
(7,223)
(6,503)
(5,326)
(4,857)
(4,432)











Total available Council Balances

(25,677)
(17,334)
(13,292)
(12,684)
(11,542)
(10,657)
(9,363)

Other Reserves
(iii)
(98,361)







Total Reserves

(124,038)







(i) The Renewals reserve has been deleted, the balance left in this reserve relates to CLL assets which may need to be replaced at the end of the contract.

(ii) These reserves are of a technical nature and are not cash backed (i.e. they are not available either to fund expenditure or to meet future commitments.)

(iii) These have been amended to reflect the use of capital receipts to fund the capital programme as set out in CORP63/08.

1


