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The Director of Corporate Services

Report reference:
CORP38/08

Summary:

The Medium Term Financial Plan was approved by Council on the 9 September along with the Capital Strategy, Asset Management Plan and Corporate Improvement Plan.

This report provides a summary of the main budget issues and provides a timetable of the actions that are required in order to produce a balance budget by the statutory deadline for setting the Council Tax of 11 March 2009.

Questions for / input required from Scrutiny:

Recommendations:

The report was submitted to the Executive on 22 September and now the Corporate Resources Overview and Scrutiny Committee are asked to:

i) Consider the issues contained within the report.  

ii) Consider the budget timetable and actions required to be completed by the deadlines provided.

Contact Officer:
Shelagh McGregor
Ext:
7290

CITY OF CARLISLE

To:
The Executive





CORP38/08

22 September 2008


The Chairman and Members of the

Corporate Resources Overview and Scrutiny Committee

16 October 2008

2009/10 TO 2013/14

BUDGET UPDATE AND TIMETABLE

1. BACKGROUND AND INTRODUCTION

1.1 The guiding principles for the formulation of the budget over the next five years are set out in the following Policy documents which were approved by Council on 9 September 2008 to form part of the Budget and Policy Framework:

· Corporate Improvement Plan 

· Medium Term Financial Plan and Charging Policy (MTFP) 

· Capital Strategy (CS)

· Asset Management Plan (AMP) 

1.2
This report summarises the current budget projections for the five -year period 2009/10 to 2013/14, and highlights a number of issues which will impact on the Council as the budget is developed.  The timetable at Appendix 1 provides a guide through the process.

1.3
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.
THE 2009/10 TO 2013/14 BUDGET PROCESS

2.1 The detailed estimate work will now commence on the base budgets,  potential budget pressures, efficiencies and savings and potential capital schemes.  A draft timetable has been prepared and is attached to this report (Appendix 1). The first budget reports will be considered by the Executive on 24 November and will be subject to consideration by both Senior Management Team and Strategic Planning Group prior to that date in accordance with the timetable. 

3.
REVENUE BUDGET PROJECTIONS 2009/10 TO 2013/14

3.1 The current revenue projections as set out in the updated MTFP (report CORP26/08), considered by the Council on the 9 September 2008, indicate the following requirement to be taken from/(to) reserves over the next 5 years: 


2008/09

£000
2009/10

£000
2010/11

£000
2011/12

£000
2012/13

£000
2013/14

£000

Budget Resolution 

(February 2008)
314
(100)
48
521
972
1,425

Budget Changes (see note)
0
(576)
(556)
(556)
(556)
(556)

Recurring annual revenue  deficit/(surplus) per MTFP
314
(676)
(508)
(35)
416
869

Non Recurring annual revenue deficit
1,876
736
396
0
0
0

Total projected requirement from Reserves
2,190
60
(112)
(35)
416
869

Note
Improvements arising from the Insurance and Minimum Revenue Provision savings were reported to the Executive on 21 April.  For 2008/09 the improvements have been used to meet the forecast shortfalls in the 2008/09 budget as predicted by recent budget monitoring reports.  For 2009/10 the benefits have been assumed to reduce the ongoing budget deficit.

3.2
Whilst the net budget position shown above shows a relatively balanced position, there are some assumptions on significant issues included in the projections.  Some of these are set out in paragraph 4 below and these will be monitored carefully during the budget process.

4.
REVENUE BUDGET ASSUMPTIONS 

4.1
Known potential pressures and cost assumptions requiring review

4.1.1 Pay and Workforce Strategy - Currently the above projections include a recurring cost projection of £1m per annum from 2008/09 to 2010/11 (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 and it is anticipated that initial cost estimates may be available in autumn 2008, but this timing depends on a number of issues. The Deputy Chief Executive is leading this project and will provide an update on the project to a future meeting of the 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 and the programme of efficiency reviews has been set with this in mind.

4.1.2 The three year Grant Settlement - The three year settlement figures 2008/09 to 2010/11 are currently incorporated to the budget calculations.  It is anticipated that the Authority will receive confirmation of the 2009/10 and 2010/11 figures some time in January 2009.  Currently the projections assume a nil cash increase.

4.1.3 Inflation - The assumption in the MTFP for general inflation (based on CPI) is 2.8% over the 5-year period.  However CPI currently stands at 4.4% (July 2008) and is forecast to rise further.  As inflation rises, services will struggle to keep actual expenditure within the limit currently allowed of 2.8%. In addition currently over £3.6m of budgets are not lifted for inflation at all and are in effect frozen.  The financial implications of a 1% increase in all Council expenditure is £170,000. If all budgets were increased to allow for a real CPI level this would equate to £370,000.

4.1.4 Pay Award - Current assumptions are set at 2.5% for the life of the MTFP.  A 1% increase equates to £195,000 per annum.

4.1.5 Use of Capital Receipts or Borrowing - certain assumptions have been made regarding the use of receipts over the next five-year period.  Any change could significantly impact on the MRP savings and investment income currently included in the revenue budget.

4.1.6 Concessionary Fares – A full report will be prepared for the next meeting of the Executive.  The actual position for 2008/09 is currently within budget and will be closely monitored.

4.1.7 Triennial Pension Revaluation - The next Triennial Pension Revaluation is due 2011/12, the third year of this plan.   Currently no increases have been incorporated to the requirements to 2010/11.  A 1% increase in the pension contribution would equate to approximately £200,000.

4.2
Efficiency Reviews


The Council’s efficiency programme is set out in Appendix 2.  Progress against these reviews, monitored by the Council’s Efficiencies Working Group, will be crucial in meeting the Council’s budget position.

4.3
Other Initiatives

Some of the other initiatives which the Authority are involved with for which the implications will need to be considered include: Carlisle Renaissance - budgeted to 2010/11; Housing Strategy – budgeted to 2009/10; Learning City - budgeted to 2010/11: Tullie House Trust; Asset Management Review; Growth Point.

4.4
Budget Pressures arising from the Budget Monitoring Process

4.4.1 Shortfalls in Income - The monitoring process points to some shortfalls in income. In particular car parking and land charges are showing a significant shortfall.  The total amounts to an estimated £386,000 in 2008/09.

4.4.2 Vacancy Management and Salary Turnover – The projected year end shortfall against the for Vacancy Management and Salary Turnover savings target is £339,000. The decision needs to be made as to whether a more realistic target should be included in future years. 

4.4.3 Overspends - Overspends on certain budget headings such as Single Status, Building Maintenance and Recycling amount to a projected overspend of £333,000 in total for 2008/09.

4.4.4 Increases in Income - Additional income from Treasury Management and from backdated rent receipts for the Industrial Estates will provide additional resources to offset some of the pressures identified.

5.
CAPITAL PROGRAMME PROJECTIONS 2009/10 TO 2013/14

5.1 A summary of the likely availability of capital resources together with current expenditure commitments required over the period is contained in the Capital Strategy as approved by Council on 9 September.  The forecast available resources are:

Forecast Resources
2008/09

£000
2009/10

£000
2010/11

£000
2011/12

£000
2012/13

£000
2013/14

£000

Estimated Resources 

31 March 2008
(9,721)






Original programme (net)
616
(10)
(1,942)
(1,663)
(1,624)
(1,620)

Changes per 

- 2007/08 Out-turn (net)

- Budget Changes 
(763)

(328)
214

(296)
0

(296)
0

0
0

0
0

0

In year (surplus)/Deficit
(475)
(92)
(2,238)
(1,663)
(1,624)
(1,620)

Projected (Surplus)/Deficit 
(10,196)
(10,288)
(12,526)
(14,189)
(15,813)
(17,433)

5.2 Other changes to these projections relate to the potential reduction in capital receipts in respect of the PRTB agreement and the Lovells agreement for the development of land on the Raffles Estate. Shortfalls are predicted on these two agreements totalling £5.650m over the next three years. Members will consider these reductions during the budget process, noting that this will also impact on the 2008/09 budget position. 

5.3 The available resources have 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 

· Asset Management Review 

· Housing Strategy

· Sands Development

· Pools Development

· Theatre 

· Lonsdale

· Cycleways

· Tullie House Development Plan and Trust Proposals

· Carbon Reduction Programme

· Invest to save schemes

5.4
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.

5.5
A more rigorous assessment of any new capital projects will continue to take place via the reorganised Corporate 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.

5.6
Detailed proposals will then be submitted for consideration by the Executive and Corporate Resources Overview and Scrutiny Committee during the budget process. 

2. BALANCES AND RESERVE

6.1
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

31/03/09

£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:







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

Projects Reserve
(2,576)
(2,516)
(2,628)
(2,663)
(2,246)
(1,377)


(6,376)
(6,316)
(6,428)
(6,463)
(6,046)
(5,177)

Capital:







Useable capital receipts *
(10,196)
(10,288)
(12,526)
(14,014)
(15,463)
(16,908)

Unapplied Capital Grant
0
0
0
(175)
(350)
(525)

CLL Reserve
(522)
(522)
(522)
(522)
(522)
(522)

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

Lanes Capital Reserve
(296)
(311)
(326)
(341)
(355)
(370)


(13,014)
(13,121)
(15,374)
(17,052)
(18,690)
(20,325)

Total Available 
(19,390)
(19,437)
(21,802)
(23,515)
(24,736)
(25,502)

* these projections still include the PRTB and other capital receipts which may reduce significantly as detailed in paragraph 5.2 above.

6.2
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.

· 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. 

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 the 16 October 2008.  

7.3
There is consultation on budget issues with various stakeholders throughout the budget process as appropriate.

8.
RECOMMENDATIONS

Members are asked to:

i) Consider the issues contained within the report.  

ii) Consider the budget timetable and actions required to be completed by the deadlines provided.

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. Risks associated with the current economic climate. 

· 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:
Shelagh McGregor


Tel: 7290

DRAFT OVERVIEW TIMETABLE – 2009/10 TO 2013/14 BUDGET





APPENDIX 1

Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Policy Documents 2009/10 to 2013/14:

· Corporate Improvement Plan

· Medium Term Financial Plan & Charging Policy

· Capital Strategy

· Asset Management Plan
04/08/08 (draft) (Special)

26/08/08 (final)
CROS 07/08/08

(Special)


09/09/08

Consideration of MTFP update and Budget Timetable
22/09/08
CROS 16/10/08


Budget Consultation (Participation) with Stakeholders, Partners & Citizens
TBA



Consideration of first forecast of overall budget position including:

· Base Budgets and Summary Projections

· Charges Review Reports (Licensing Report to 15/10/08 Regulatory Panel first)

· Spending Pressures

· Efficiency and Saving Proposals

· Capital Programme proposals (including 10 year replacement plan) 

· 5 year Repair & Maintenance

· Treasury Management 


24/11/08 

(Special)
Com O&S 27/11/08

Infr O&S  04/12/08 

CROS 11/12/08




Consideration of Overview and Scrutiny Feedback
 15/12/08  



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


18/12/08

(Special) 





Formal Consultation Period (period 19/12/08 to 15/01/09)

· 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 08/01/09

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 4 February, then the Council decision on the night is binding)
19/01/09



03/02/09 (Special)

Formal Setting of Council Tax

(NB: Final Statutory date is 11th March)


03/03/09

11
1








07/10/08

