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17 December 2007

REVENUE ESTIMATES: SUMMARY OF OVERALL BUDGETARY POSITION

2008/09 TO 2010/11

1. INTRODUCTION

1.1. This report summarises the budget projections and matters to be considered in respect of the net budget requirement for the Council the period 2007/08 to 2010/11. 

1.2.  In particular, it advises on the Council’s core revenue budgets for 2008/09 together with projections to 2010/11, and considers the potential impact of any savings and new spending pressures and the potential impact on overall revenue projections and reserves. 

1.3. It should be noted that there are still a large number of significant issues affecting the projections that will not be known for some time. 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.

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

· Triennial Revaluation of the Pension Fund


1.4. 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.  Further reports are also considered elsewhere on the agenda giving further details of specific budgetary issues and which, if recommended, will form part of the Executive’s budget proposals for consultation purposes. 

1.5. The Executive will consider the final consultation feedback, together with the final Government Grant settlement figure (if available) on 21 January and will subsequently recommend a budget to Council on 5 February 2008. 

2. GENERAL FUND BUDGET PROJECTIONS 2007/08 REVISED TO 2010/11
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
2007/08 Original Estimate

£000
2007/08

Revised Estimate

£000
2008/09 Original Estimate

£000
2009/10 Projection

£000
2010/11 Projection

£000

Total Projected Expenditure (see 3.1 and Appendix B)
17,075
19,422
18,720
19,052
19,368

Total Projected Resources (see 3.2 and Appendix C)
(17,075)
(19,422)
(17,709)
(17,537)
(17,509)

Projected (Surplus)/ Shortfall excluding savings and new spending 
0
0
1,011
1,515
1,859

Less:

New Saving Proposals 

· Recurring 

· Non-Recurring

(see para 4 and Appendix D)


(1,445)

0


(2,226)

0
(2,071)

0

Add:

New Spending Pressures 

· Recurring

· Non-Recurring

(see para 5 and Appendix E)


816

382
816

58


842

58



Potential Budget Shortfall

(see para 2.2)


764
163
688

Potential Shortfall Analysis:

· Recurring 

· Non-Recurring




382

382


105

58
630

58

2.2 It should be noted that the potential shortfall projected above is the projected position that would occur only if all of the new Savings and Spending Pressures were accepted. The Executive are asked to consider the issues in this report and make proposals on the savings, new spending pressures and use of balances as set out in this report in order to issue a draft budget for consultation purposes.

2.3 It should also be noted that these projections are subject to final notification of RSG, Council Tax base and Surplus, Housing & Planning Delivery Grant, Waste Minimisation Grant, LABGI allocation, all of which will be notified, in early 2008. 

3.
CURRENT PROJECTIONS

3.1 Total Projected Expenditure 


The total projected expenditure commitments from the 2007/08 budget and any subsequent approvals by Council are set out in Appendix B.  The following should be noted:

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

· There is currently one outstanding notification for Parish Council precepts for 2008/09. The current estimate for 2008/09 is for a total £404,950 (a 3.6% increase over 2007/08). The actual Parish requirement for each Parish is set out in Appendix F.

· The government has extended the concessionary travel scheme from 1 April 2008. To compensate for the additional costs falling on local authorities and passenger transport executives, the government will provide additional grant funding totalling £212m nationally. The Council’s share is not known and will depend upon which distribution method is agreed following consultation with local authorities. 

· The results of the triennial pension valuation exercise are expected during December 2007. 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  £197,000 and this has been built into the current projections.

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 on 6 December 2007. This has resulted in additional grant of £158,000, £209,000 and £261,000 for 2008/09, 2009/10 and 2010/11 respectively over the MTFP projections.  Further details can be found in report CORP71/07 considered elsewhere on the agenda. 

The 2007/08 budget assumes receipt of £500,000 from the Local Authority Business Growth Incentive scheme (LABGI) in the year. However this has still to be verified and it is unlikely that the final LABGI allocation will be known until late January 2008. An additional £143,000 has also been received this year in relation to 2006/07 to supplement this receipt. The CSR07 announcement stated that this scheme would be phased out by March 2008 and a new scheme introduced on a transitional basis over two years from 2009/10. Therefore there is no LABGI grant due to the Council in 2008/09. Additionally, the level of resources to be included in the new scheme would be much reduced - down to £50m nationally in 2009/10 and £100m in 2010/11 from around £316m in 2006/07. The new scheme will therefore provide funding at just 16% of existing levels. The method of distribution of grant under the new scheme is also unclear. Therefore, until more guidance is received on how this will be done in practice, no forecasts on the likely grant to be received from this scheme have been included in the budget assumptions for financial years 2009/10 and 2010/11.

Contributions from balances include all approvals to date, but make no assumptions on further contributions from balances to support the budget from 2008/09 onwards. 

The resources also assume for projection purposes:

· A nil increase in Government Grant for 2009/10 to 2010/11.

· An illustrative 3.5% increase in Council Tax increase for 2008/09 to 2010/11.

· A  Council Tax Surplus of  £11,000 p.a. The actual for 2008/09 will be available in January.

· A taxbase of 33,988.01 (the actual for 2008/09 will be not be available until January.


For information, broadly: 

· Each 1% (£1.77) movement in Council Tax impacts on the Council by £62,000 

· Each 1% movement in grant or Council Tax Base will impact by £101,000.

· Each £33,300 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 28 November (CORP62/07), supported by individual charges review reports.  At that meeting the Executive:

· Approved the individual charges as set out in the review reports;

· Agreed a range of options for Car Parking Charges as the basis for consultation;

· Requested that additional reports be prepared to provide further detail on specific issues. These reports are considered elsewhere on the agenda.

4.2
In addition, the Executive noted that further savings 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.

4.3 
The Executive, at its meeting on 19 November, also considered the new arrangements for the collection of household waste in Carlisle and the potential to raise £120,000 per annum by charging for the collection of bulky household waste.

4.4 The savings set out in Appendix D, now reflect the financial implications of the above. 

5.
NEW SPENDING PRESSURES (see Appendix E)
5.1 The Executive at its meeting of 28 November (CORP61/07) considered the new spending pressures. At that meeting the Executive approved a range of options on car parking charges for consultation purposes, which results in a budget pressure of £82,290. 

5.2 An additional pressure has also been added as a result of the review of the waste collection service which has increased the non-recurring pressures by £40,000 for 2008/09.

5.3 It should be noted that this report considers the revenue pressures only. Report CORP69/07 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 Concessionary Fares funding has also been announced for the current scheme which results in additional funding. The recurring pressure for the scheme has been reduced accordingly.

6.
PROJECTED IMPACT ON REVENUE BALANCES

6.1 
The Council’s overall levels of balances are set out in Appendix G and have been adjusted assuming withdrawal to support all of the current budget proposals. 

6.2
The general principles on each of the Reserves are set out in the Medium Term Financial Plan. 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’.

6.3
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 main potential call on this reserve over the next three-year period is in relation to the potential impact of the Job Evaluation process offset by savings identified within this report. The new movement of the reserve is as follows: 

Balance as at:
Projected

Balance

£000
Recurring

Revenue

Requirement

£000
Non recurring Revenue

Requirement

£000

31/03/07
(6,641)
936
1,914

31/03/08
(3,791)
391
1,175

31/03/09
(2,225)
114
382

31/03/10
(1,729)
639
58

31/03/11
(1,032)



7.
MEDIUM TERM OUTLOOK AND BUDGET DISCIPLINE 2007/08 to 2009/10

7.1
The current budget projections for the next three-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, 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. 

7.3
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 be known in December and an estimate has been incorporated into the these projections for Members’ consideration.  The Job Evaluation exercise is not anticipated to be completed until summer 2008 and therefore we will continue to plan on current projections, which still appear prudent.


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, and the Executive will make recommendations in this respect.


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 will be prepared and included within the Executive’s draft budget proposals for consultation purposes, however a draft is attached at Appendix H.  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. This shortfall can be more accurately evaluated once the results of the Job Evaluation process are known. Currently many of the savings proposals are at an early stage of consideration and whether these are robust enough to be included in the final budget proposals will be determined as part of the on-going 2008/09 budget process.

8. CONSULTATION

8.1 The Executives draft budget will be issued for consultation on 17 December. The consultation feedback, together with the final Government Grant settlement (if available), will be considered by the Executive on 21 January, following which the Executive will make final budget recommendations to Council on 5 February 2008.

9. RECOMMENDATIONS

9.1 The Executive is requested to make recommendations for draft budget consultation purposes on the following issues:

(i) Recommend approval of the revised estimates for 2007/08 totalling £19.422m and the consequential reduction by £2.347m in reserves  together with the 2008/09 base estimates of £18.720m (para 3.1).

(ii) Recommend any savings and increased income as summarised in appendix D.

(iii) Recommend any new spending commitments as summarised in appendices E.

(iv) Recommend the amount to be appropriated from Balances and Reserves by way of a contribution to General Fund revenue expenditure requirements in 2008/09.

(v) Recommend directions to be given to the Council on the budgetary discipline to be followed in 2008/09 to 2010/11 and on the criteria to be applied in the strategic reallocation of resources to meet the future budget requirements identified in the medium term financial outlook.

10. REASONS FOR RECOMMENDATIONS

10.1 To enable the Executives draft budget proposals for consultation purposes 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 and summarised within this report.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – Included within the report.

· Risk Management – A major risk to the budget projections is the heavy reliance on income which is subject to fluctuations as demand levels rise and fall. Income from fees and charges reflect past experience of economic and customer activities, and any significant slowdown or economic recession would likely impact on projected income.  This is particularly relevant in 2007/08, with current indications anticipating a significant shortfall against income projections.  This will be closely monitored through the budget monitoring process. There is also a risk that by not increasing the 2007/08 base estimates for the reductions in income identified that budgets for 2007/08 may result in an overspend for 2007/08 although again this will be monitored carefully to attempt to contain budgets within the existing base. The financial implications arising from the Job Evaluation process and the CSR2007 will also need to be carefully monitored.

· 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

PRINCIPAL REPORTS CONSIDERED DURING THE BUDGET PROCESS TO DATE

Report Ref
Date
Title

CORP18/07(Amended)
17/07/07


Medium Term Financial Plan (incorporating the Corporate Charging Policy) 2008/09 to 2010/11

CORP20/07

(Amended)
17/07/07


Capital Strategy 2008/09 to 2010/11

DS49/07
17/07/07
Asset Management Plan 2007 -2012

CORP35/07
30/07/07
Three Year Budget 2008/09 to 2010/11 Budget Process and Timetable

CORP59/07
28/11/07
Revenue Base Estimates and Updated MTFP Projections 2008/09 to 2010/11

CORP60/07
28/11/07
Provisional Capital Programme 2008/09 to 2010/11

CORP61/07
28/11/07
Summary of New Spending Pressures 

CORP62/07
28/11/07
Summary of Savings Proposals

CORP64/07
28/11/07
The Renewals Reserve Options

LDS82/07
28/11/07
Charges Review – Licensing

LDS78/07
28/11/07
Charges Review – Legal and Democratic Services

DS100/07
28/11/07
Charges Review – Development Services

CS80/07
28/11/07
Charges Review – Community Services

CS84/07
28/11/07
3 Year Repair and Maintenance Programme

CORP63/07
28/11/07
Treasury Management 2007/08 and 2008/09





CORP68/07
17/12/07
Revenue Estimates: Summary of Overall Budgetary Position 2008/09 to 2010/11

CORP69/07
17/12/07
Capital Estimates: Summary of Overall Budgetary Position 2008/09 to 2010/11

CORP70/07
17/12/07
Draft Treasury Management Strategy Statement and Investment Strategy 2008/09

CORP71/07
17/12/07
Revenue Support Grant Settlement 2008/09

CORP72/07
17/12/07
Renewals Reserve 

CS103/07
17/12/07
New Household Waste Collection Services

CORP65/07
17/12/07
Concessionary Fares

CS99/07
17/12/07
Savings Options for Community Services Directorate 

DS128/07
17/12/07
Proposed relocation of the TIC

DS127/07
17/12/07
Conference Group Savings

APPENDIX B

EXISTING EXPENDITURE COMMITMENTS

EXPENDITURE PROJECTION
2007/08

Original      Revised 
Estimate    Estimate
£000        £000
2008/09

Estimate

£000
2009/10

Proj

£000
2010/11

Proj

£000

Core Expenditure:






Core Base Expenditure
14,654
14,654
14,670
14,670
14,699

Treasury Management 
725
725
1,009
980
408

Inflation Projection
1,515
1,515
2,000
2,693
3,473

2007/08 agreed Savings
(767)
(767)
(1,055)
(951)
(558)

2007/08 agreed Spending
837
837
894
917
917

Supplementary Estimates

9
9
9
9

Total Core Expenditure
16,964
16,973
17,527
18,318
18,948

Non-Recurring Exp:






Pre 2007/08 approvals
793
793
568
169
0

2007/08 New Savings
(1,388)
(1,388)
0
0
0

2007/08 New Spending
316
302
101
42
0

Carry Forward from 2006/07
0
1,317
124
113
0

LABGI
0
745
0
0
0

Supplementary estimates
0
290
0
0
0

Total Non-Recurring Expenditure 
(279)
2,059
793
324
0

Total City Council Budget Requirement
16,685
19,032
18,320
18,642
18,948

Parish Council Precepts
390
390
400
410
420

Total Requirement
17,075
19,422
18,720
19,052
19,368

APPENDIX C

  RESOURCE PROJECTIONS

RESOURCES PROJECTION
         2007/08      

 Original      Revised         Estimate     Estimate
       £000         £000          


2008/09

Estimate

£000
2009/10

Projection

£000
2010/11

Projection

£000

Projected External Finance:






- Revenue Support Grant 
(1,453)
(1,453)
(1,255)
(10,320)
(10,372)

- NNDR Grant
(8,658)
(8,658)
(9,014)
0
0

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

- C/Tax for Parish Precepts
(390)
(390)
(400)
(410)
(420)

- Council Tax Yield 
(6,000)
(6,000)
(6,227)
(6,463)
(6,708)

Total Income based on 3½% Tax Increase Projections
(16,512)
(16,512)
(16,907)
(17,204)
(17,500)

Plus Approved Contributions from Balances:






-  pre 2007/08 non-recurring commitments        
364
364
(667)
(199)


-  2007/08 non-recurring commitments     
0
(2,338)
(126)
(125)
0

-  pre 2007/08 recurring 
(927)
(927)
(0)
(0)
0

Supplementary Estimates  
0
(9)
(9)
(9)
(9)

Total Use of Reserves
(563)
(2,910)
(802)
(333)
(9)

Total Projected Resources 
(17,075)
(19,422)
(17,709)
(17,537)
(17,509)

APPENDIX D

SAVING PROPOSALS
Detail
2008/09

£000
2009/10

£000
2010/11

£000

Expenditure Reductions:




Arts
(15)
(32)
(32)

Brampton Live
(10)
(18)
(18)

Energy Efficiency Advice Centre
(35)
(35)
(35)

Review Location of TIC
(46)
(46)
(46)

Brampton Business/Tele Centre
0
(200)
(200)

Community Services Review
(53)
(153)
(153)

Concessionary Fares Option 1
(115)
(115)
(115)

Concessionary Fares Option 2
(20)
(20)
(20)

Conference Group
(29)
(29)
(29)

Printing & Copying Review
(40)
(40)
(40)

Hospitality Budget
(2)
(2)
(2)

Pay Award Provision
(195)
(295)
(400)

Recruitment
(500)
(1,040)
(1,040)

Total Savings
(1,060)
(2,025)
(2,130)






Increased Income:




Income above CCP Target:




· Licensing
(3)
(3)
(3)

· Development Services
(53)
(53)
(53)

Commercial Rental
(0)
(0)
(0)

Treasury Management
(150)
0
300

Market Hall Income
(0)
(0)
(40)

Shared Services
(25)
(25)
(25)

Special Collections
(120)
(120)
(120)

Lanes Income
(0)
(0)
(0)

Synthetic Football Pitch
(34)
(0)
(0)

Total additional income
(385)
(201)
59











Total Recurring Savings
(1,445)
(2,226)
(2,071)

APPENDIX E

      New Spending Pressures

Detail
2008/09

£000
2009/10

£000
2010/11

£000

Recurring:




Concessionary Fares
273
261
247

Waste Collection
69
69
69

Waste Collection – Enforcement
40
0
0

Stray Dogs
10
10
10

IT support to Members
6
6
6

Pension Fund revaluation
197
197
197






Shortfall in income 




Housing Benefit Admin Grant
44
87
127

Synthetic Football Pitch
0
9
9

Land Charges
53
53
53

Car Parking
82
82
82

Bereavement Services
42
42
42

Total Recurring
816
816
842






Non -Recurring:




Brampton Business/Tele Centre
40
0
0

Carlisle TIC & Assembly Room
14
0
0

Shared Services CCPSB Subscription
16
16
16

Shared Services/Efficiencies
200
0
0

Petteril Riverbank Protection work
20
0
0

Health & Safety Inspections
42
42
42

Draft Travel Plan
30
0
0

Customer Contact Centre
20
0
0

Total Non Recurring
382
58
58










APPENDIX F

PARISH PRECEPTS 2008/09

Parish Council
Precepts Paid

2007/08

£
Precept Requested

2008/09

£
Percentage

Increase

Arthuret
43,042
44,582
3.58

Beaumont
3,244
4,244
30.83

Bewcastle
3,250
3,500
7.69

Brampton
82,000
83,640
2.00

Burgh-by-Sands
12,300
12,500
1.63

Burtholme
1,650
1,675
1.52

Carlatton & Cumrew
500
1,000
100.00

Castle Carrock
3,630
3,811
4.99

Cummersdale 
4,250
4,500
5.88

Cumwhitton
2,640
2,650
0.38

Dalston
32,000
33,600
5.00

Denton Upper
1,025
1,127
9.95

Farlam 
2,100
2,100
0.00

Hayton 
12,200
12,932
6.00

Hethersgill
5,000
6,500
30.00

Ithington
5,200
5,200
0.00

Kingmoor
3,512
4,868
38.61

Kingwater
900
900
0.00

Kirkandrews-on-Esk
6,000
6,592
9.87

Kirklinton
1,950
2,050
5.13

Midgeholme
375
0
-100.00

Nether Denton
2,770
2,840
2.53

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 *
1,000
2,800
180.00

Stanwix Rural
34,550
34,550
0.00

Stapleton *
1,800
0
-100.00

St Cuthbert Without
18,500
20,200
9.19

Walton
4,180
4,389
5.00

Waterhead 
600
1,000
66.67

Westlinton
1,400
1,900
35.71

Wetheral
85,000
85,000
0.00






TOTAL
390,868
404,950
3.60

* Stapleton Parish Council has now merged with Solport












APPENDIX G

COUNCIL RESERVES

Council Reserves

Actual

31/03/07

£000
Revised

31/03/08£000
Projected

31/03/09

£000
Projected

31/03/10

£000
Projected

31/03/11

£000

Revenue Reserves







General Fund Reserve

(3,800)
(3,800)
(3,800)
(3,800)
(3,800)

Projects Reserve
(i)
(6,641)
(3,791)
(2,225)
(1,729)
(1,032)

Collection Fund

6





Residents Parking

14





Building Control

30





Routledge Reserve

(75)





Sheepmount Reserve

(150)





Conservation Fund

(191)





LSVT Warranties

(488)





Total Revenue Reserves

(11,295)
(7,591)
(6,025)
(5,529)
(4,832)









Capital Reserves







Renewals Reserve
(ii)
(1,681)
(1,098)
(976)
(611)
(246)

Usable Capital Receipts

(10,460)
(9,721)
(8,548)
(9,364)
(10,569)

Asset Investment Reserve

(2,060)
(2,000)
(2,000)
(2,000)
(2,000)

Lanes Capital Reserve

(266)
(281)
(296)
(311)
(326)

Total Capital Reserves

(14,468)
(13,100)
(11,820)
(12,286)
(13,141)









Total available Council Balances

(25,762)
(20,691)
(17,845)
(17,815)
(17,973)

Other Reserves
(iii)
(93,910)





Total Reserves

(119,672)





(i) refer to paragraph 6.3 for further details,

(ii) The Renewals reserve is subject to an options review considered elsewhere on the agenda. The table above includes the current MTFP projections and will be amended once a final decision is made on the future of the reserve.

(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.       As in previous years the Council is required to set its Budget Requirement.       However there are a number of matters arising from the introduction of the Local Government Act 2003 (Section 25) that the Council must also consider:

(i) The formal advice of the statutory responsible financial officer (which for the City Council is 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 ‘joined up’ in terms of the cost 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 and base budget procedures have proven effective in addressing this issue. 

There are risks 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 three year period under consideration are:

· The Governments recent spending review (CSR07) indicates that Central Government funding of Local Government will be much tighter over the next 3-year period, and indeed beyond this. 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. 

· A major potential financial implication for the Council for 2007/08 onwards is the financial implications of the Job Evaluation process. Currently the projections include a recurring cost of £1m per annum from 2007/08, although this is considered to be a worst case position. The project is ongoing and currently is anticipated to come to a conclusion in May 2008. 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. There is also an increasing significant reliance on Grant Income.

· The budgets as presented include an increase in the concessionary fares scheme, which is an increase on the current scheme. There is however a significant risk that the projections on ridership and other issues have been understated and that the cost to the Council may increase. This position will continue to be monitored closely during 2007/08 and 2008/09.

· The level of interest receipts and return on Treasury Management activities are subject to market rates.  Members are advised of this risk every year but clearly actual interest returns are determined by a variety of factors largely outside the Council’s control.  At over £1.5m, interest receipts are an important element of the Council’s budget.

· 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 however sufficient reserve balances to cover such events.

· Benefits estimates – whilst the budgeted net cost of benefits is relatively small it is the product of gross expenditure and income of approximately £26m.  Calculation of the budget is also very complex and depends on estimates of a variety of factors in the benefit subsidy calculation. There does remain a risk therefore that the outturn may vary from the budget.

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. This shortfall can be more accurately evaluated once the results of the Job Evaluation process are known. Currently many of the savings proposals are at an early stage of consideration and whether these are robust enough to be included in the final budget proposals will be determined as part of the on-going 2008/09 budget process.

With regards to the capital budget, the Council is committed to Carlisle Renaissance and a team has been appointed to assist with the delivery. The funding for this team currently finishes in 2008/09 after which delivery of the project needs to be reconsidered. As part of this budget process specific budgets have been earmarked to assist with the delivery of the project but currently there are limited earmarked budgets for the actual delivery of the transformational projects. There are also potentially significant capital budget requirements arising from other initiatives and ongoing studies which currently have no funding allocations.

Taking the above matters into account it is my opinion that the budget presented for Council approval for 2008/09 will be sufficiently robust. However this is subject to regular budget monitoring and the necessary steps being taken to resolve the ongoing projected deficit from 2008/09 i.e. delivering the savings proposals identified and continuing work to deliver further savings.

3.
Adequacy of Reserves

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

Whilst viewed in isolation the Council’s Reserves appear healthy, the appropriateness of the level of reserves can only be judged in the context of the Council’s longer term plans.  The Council’s medium term financial projections show that the Council has a significant revenue deficit from 2008/09.  This position must be addressed and the Executive will need to set out in its Budget Discipline how it expects to address this position in preparing for the 2009/10 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 does have a history of identifying savings in the face of difficult decisions, and therefore that risk is considered to be manageable.  

It is my opinion that Council Reserves are currently at an appropriate level and form a crucial element in the council’s longer-term financial strategy. However steps need to be taken to resolve the ongoing projected deficit from 2008/09 by delivery of savings proposals currently identified and identification of further savings. During the current budget, recommendations have been made on dismantling the Renewals Reserve and transferring remaining balances as appropriate to earmarked or to the Projects Reserve. 

4.
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 has been assumed 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 2008/09 to 2010/11 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.
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