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2.
BACKGROUND
2.1. The budget delivery framework used in the two previous budget rounds (2011/12 & 2012/13) was approved by Members as the basis for the preparation of the 2013/14 budgets. Specifically, members approved;


“that the same methodology be applied to the formulation of the 2013/14 budget as it applied to the 2012/13 budget, with particular reliance on:-


- the existing guiding principles


- the existing modelling for recovery principles


- the existing budget containment strategy


- the existing eight workstreams”

2.2. The strategy has to date proved extremely successful and helped provide additional flexibilities from which to address the national funding challenges that face all local authorities. 
2.3. This overall strategy provides the cornerstone on which the Council's long-standing success in both setting a ‘balanced budget’ and delivering within budget are founded. The framework consists of eight workstreams – as illustrated below;
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2.4. The financial strategies key ‘guiding principles’ supplemented by the ‘Modelling for Recovery Principles’ and the ‘Budget Containment strategies’ have provided a strong cornerstone for the Council’s medium term financial strategy. For ease of reference, these are reproduced here:-
Financial Strategy Guiding principles:
a. Revenue balances should not fall below £1m and overall revenue reserves should not fall below 10% of net revenue expenditure;
b. In setting the Council Tax, members should consider the medium term to ensure that a sustainable budgetary position is preserved (with due regard being given to any penalties that might apply);

c. The level of household Council Tax to increase each year in line with inflation at least, where the budget is in deficit, to ensure resources remain consistent with budgeted costs;

d. When setting the Capital Programme, consideration is given to allocating capital resources to schemes that are beneficial to the Council’s overall revenue budget position;
e. To maximise the resources available to the Authority, the Council will actively lobby the Government on relevant issues (e.g. grant distribution/ planning fees).
Modelling for Recovery principles:
1. Wherever possible, continue with all planned investments and programmes, to protect the local economy and lever in other investments;

2. Given that we currently have no long-term debt, we should be prepared to consider debt-funding as a means of programme delivery or stimulus – if this can be shown to be sustainable and have a wider economic benefit;

3. Organise our fiscal structures and business models to attract and retain the maximum amount of revenue within the local economy;

4. To ensure all possible avenues are used within procurement rules to source locally;

5. Protect the performance of Council services which come under particular strain;
6. Work closely with partners in the voluntary, public and private sectors, to ensure optimum efficiency.
Budget Containment Strategy:
1. Where a specific grant which funds a specific service is withdrawn, the service stops;

2. Where grant funding reduces, which Kettering Borough Council passports through to another organisation, the reduced sum continues to be passported, providing the end recipient organisation feels it can still provide a value-added service at that funding point.


3. Where a function is transferred to another provider, the Council leaves all service-provision discussions, including any top-up funding, with the new provider;
4. The Council would ordinarily neither seek to buffer nor profit from tax changes.  
5. The Council should not substitute itself as a provider / funder of services when another public provider cuts such a service.
3   BUDGET MONITORING & PLANNING



 GENERAL FUND 2012/13 – CURRENT FINANCIAL YEAR

3.1 From the recent budget process, Members will recall that additional ongoing savings of £1.3m were required for 2012/13. These were identified as detailed in Table 1; 


[image: image2.emf]TABLE 1 - Identified 

Framework Savings 2012/13

Staff 

Suggestion / 

Service Plan / 

Innovation

Fees & 

Charges

Partner

ships

Capital 

Review 

(GF 

Impact)

Lobbying Total

£'000 £'000 £'000 £'000 £'000 £'000

Staffing & Staff Related (290) (28)

(318)

Premises (105)

(105)

Operating Costs (86) (16)

(102)

Total Expenditure Savings (481) 0 (44) 0 0

(525)

Income (34) (234) (247) (290)

(805)

Total Savings (515) (234) (44) (247) (290) (1,330)


3.2 The chart below shows the actual realisation of the ‘cash’ savings against the target for the year. It can be seen that as well as the £1.3m having now been ‘locked in’ it is also on schedule in terms of its cash delivery throughout the year. 
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3.3 Officers are currently progressing with the detail of the 2013/14 budget and will continue to ‘lock-in’ savings that are resilience tested at the earliest opportunity. This approach will allow for further in year savings to be generated.

3.4 We will continue with the approach used last financial year in relation to any underspends for 2012/13, i.e., the early delivery of savings and the additional one-off items will result in the Council being able to put resources aside to help provide some earmarked resources to assist in actually delivering future ongoing budget reductions – very much in the style of the ‘invest to save’ initiatives of previous years. At the same time, some of the one-off resources need to be earmarked to help protect the Council against specific business risks/threats required in the current economic conditions. 
3.5 The Council’s impressive record in identifying and delivering efficiency savings in the past three years, including the year under consideration (2012/13), are around £4.5m - as illustrated in Table 2;

	Table 2 – Efficiency Savings
	£000


	2010/11
	1,260

	2011/12
	1,910

	2012/13
	1,330

	Total
Cash Savings (%)
	4,500

40%


3.6 The scale and delivery of this level of efficiency savings is particularly impressive given that there has been no detrimental impact on the delivery of front line services and when considering the increased costs of utilities and more recent inflation levels. Over the three year period (as detailed in Table 2) the efficiency savings are equivalent to approximately 40% (50% in real terms) of the Council’s net budget (which stands at £11.2m for 2012/13). 

3.7 Members are reminded that before the efficiency programme commenced a number of years ago, the Council was charging a level of Council tax below the national average yet delivering a level of performance that was above the national average. Despite having to deliver efficiency savings of £4.5m in the past three years, the Council’s performance remains above average and the level of council tax charged remains below the national average.
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GENERAL FUND 2013/14 – BUDGET PROSPECTS NEXT FINANCIAL YEAR

3.8 As well as monitoring framework savings identified for 2012/13 work continues on identifying savings for the following year - 2013/14.  Members are reminded of the current Medium Term Financial Forecast which required an additional £777,000 of savings to balance the budget in 2013/14 this is prior to the consideration of Council Tax. Table 3 shows framework savings that have already been found for 2013/14:


[image: image4.emf]TABLE 3 - Identified 

Framework Savings 2013/14

Staff 

Suggestion / 

Service Plan / 

Innovation

Fees & 

Charges

Partner

ships

Capital 

Review 

(GF 

Impact)

Lobbying Total

£'000 £'000 £'000 £'000 £'000 £'000

Staffing & Staff Related

0 

Premises (50)

(50)

Operating Costs (200) (35)

(235)

Total Expenditure Savings (250) 0 (35) 0 0

(285)

Income

0 

Total Savings (250) 0 (35) 0 0 (285)


3.9 In the previous durable budget report (to the July meeting of the Executive Committee) it was reported that an early start had already been made on identifying the savings required for 2013/14 – a figure of £235,000 was previously reported. Table 3 shows that the figure now stands at £285,000 which is very encouraging and is significantly ahead of schedule. 
MEDIUM TERM FINANCIAL FORECAST

3.10 The Council’s latest Medium Term Financial Forecast is shown in Table 4; 
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ForecastForecastForecastForecastForecastForecast

£000 £000 £000 £000 £000 £000

1 Net Council Budget 13,928 12,749 11,900 11,593 11,496 11,117

2 Forecast Resources:

Central Government Grant (5,464) (4,784) (4,497) (4,227) (3,931) (3,656)

Council Tax / Coll'n Fund (25) (25) (25) (25) (25) (25)

Income From Council Tax (6,389) (6,411) (6,443) (6,476) (6,509) (6,542)

Total Resources (11,878) (11,220) (10,965) (10,728) (10,465) (10,223)

3 Budget (Surplus) / Deficit 2,050 1,529 935 865 1,031 894

4 Council Tax Grant (158) (158) (158) (158) 0 0

5 Budget Frameworks (1,906) (1,371) (285) 0 0 0

6 Savings - To be secured 0 0 (492) (707) (1,031) (894)

7 Budget (Surplus) / Deficit (14) 0 0 0 0 0

2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

£000 £000 £000 £000 £000 £000

8 Estimated Opening Balance (1,415) (1,429) (1,587) (1,587) (1,587) (1,587)

Budget (Surplus) / Deficit (14) 0 0 0 0 0

Council Tax Grant 2012/13 0 (158) 0 0 0 0

9 Estimated Closing Balance (1,429) (1,587) (1,587) (1,587) (1,587) (1,587)

GENERAL FUND WORKING BALANCE

TABLE 4 - MEDIUM TERM FINANCIAL FORECAST

Zone of 

Predicability

Zone of 

Unpredictability 1

Zone of 

Unpredictability 2


Notes to Medium Term Financial Forecast
1

Net Council Budget – This represents the net expenditure prior to the Budget Framework savings.

2

Forecast Resources – These are the Council's main funding streams (excluding fees and charges which are incorporated into Line 1). This illustrates the significant reduction in Central Government Grant. To enable the total resources required to balance the budget to be identified, no assumptions have been made regarding future council tax increases. The small increase in revenue each year reflects anticipated housing growth in the borough.

3

Budget (Surplus) / Deficit – This illustrates the gap between the budget and the total resources available before identifying budget framework savings.
4 
Council Tax Grant – This is a grant the Council receives from central government for four years in return for freezing Council Tax in 2011/12. This is equivalent to the cash that would have been received if a 2.5% increase had been levied. 

Council Tax Grant 2012/13 – This is a grant the Council receives from central government for one year in return for freezing Council Tax in 2012/13. This is equivalent to the cash that would have been received if a 2.5% increase had been levied. 
5 
Budget Frameworks – This identifies the total savings identified through the budget frameworks.

6      
Savings to be secured – This identifies the total resources required to balance the budget in future years after 2012/13.

3.11 Members will recall from the July report that the model shown in Table 4 was updated to reflect changes in relation to the assumptions that we are now using for future levels of Government Grant (line 2a). The following table outlines how the figures have been updated;

	
	2013/14
	2014/15
	2015/16
	2016/17

	Previous Assumption

(% change)
	(6%)
	(6%)
	(6%)
	0

	Latest Assumption

(% change)
	(6%)
	(6%)
	(7%)
	(7%)


3.12 The forecast grant reduction has been amended for the years 2015/16 and 2016/17 to now reflect a 7% grant reduction. This is an assumption that has been used to reflect the fact that there is a growing expectation amongst local government experts that the next spending review will result in funding reductions of something along the same lines at the previous one. The last one resulted in core grant reductions of 28% for Kettering Borough Council and therefore for the time being we are using this figure (spread over the four years of the next spending review (ie, from 2015/16). 

3.13 The provisional settlement is likely to be announced late November/early December. However there are growing concerns that the reduction in 2013/14 and 2014/15 could be greater than the 6% the Council is currently modelling. To put this into context a reduction of 1% reduces the Council's grant by around £45,000. If the grant was to reduce by 10% in 2013/14 this would require additional ongoing framework savings of £190,000. 

3.14 The report at agenda item 11b (next on this committee agenda) discusses the Council’s medium term outlook in greater detail and the Council’s responses to the Business Rates Reform consultation. 

HOUSING REVENUE ACCOUNT 2012/13 – CURRENT FINANCIAL YEAR

3.15 A summary of HRA monitoring at 31st July is shown in Table 5.  The projected outturn is a £62,000 underspend resulting from income being higher than budgeted and a reduction in expenditure on Special Services.



[image: image6.emf]TABLE 5 - HRA Current Budget Projected Outturn Variance

£ £ £

Gross Expenditure 14,321,790 14,301,790 (20,000)

Gross Income (14,321,790) (14,363,790) (42,000)

Net Expenditure 0 (62,000) (62,000)



CAPITAL 2012/13 – CURRENT FINANCIAL YEAR

3.16 A summary of the projected Capital Programme outturn monitoring statement as at 31st July 2012 is shown in Table 6: - 



[image: image7.emf]TABLE 6 - Capital Current Budget Projected Outturn Variance

£ £ £

Expenditure

HRA Schemes 2,559 2,559 0

General Fund Schemes 4,593 4,593 0

7,152 7,152 0

Financing

Government Grants 3,461 3,461 0

* Prudential Borrowing 3,491 3,491 0

Capital Receipts 200 200 0

7,152 7,152 0

Net Expenditure 0 0 0


* The Council has no long term cash debt but uses internal borrowing, in line with its “modelling for recovery” principles to support capital investment.

3.17 The capital programme is currently projected to be ‘on’ budget.


4
CASE STUDIES
4.1 Members will recall that in previous budget reports we have identified case studies as examples of good practice. The previous examples related to the new arrangements for the following:

· Generic warden service
· Recycling pilots 

· Kettering Borough Trainers 

· Partnership work with the Citizens Advice Bureau.

· VAT recovery

· Prevent Strategy funding

· Flexible Working

4.2 The case studies in this report includes changes that have been made to the printing and photocopying functions which were are as a result of a staff suggestion.
	Printing Money!
[image: image9.png]


During the normal course of our business activity, the Council prints onto a lot of paper, millions of pages each year in fact!  This printing has been costing around £150,000 p.a.

Although we are moving more and more communications to e-mail, the transition for the sector as a whole is quite slow and the reality is we will be printing on paper for a long time to come. Given the tough financial climate, squeezing more efficiency out of our approach to printing was a priority.


We have reviewed our approach to printing.  Where possible, we have replaced the HP networked printers with a smaller number of multi-functional devices that print, copy and scan.  They present lower printing and running costs than the older machines and some have a higher degree of functionality too such as document sorting and stapling.


Regarding savings, we have a service contract in place for the new machines with Konica, the supplier. We are charged a rental cost plus a small unit cost for every page printed. Service costs are included within these charges. Black and white prints are about a tenth of the cost of a color prints and the average cost of printing is kept fairly low due to the fact that black and white printing accounts for a larger proportion of our printing activity.


The new devices also order their own replacement toners and the cost for these is included within the contract.  We still have some old printers to phase out and with your help we can replace these with the newer, cheaper devices in the coming weeks.
We anticipate that the new approach will save between £15,000 and £40,000 each year depending on how we use them. Early signs point towards the higher end of this savings scale but we want to encourage fewer colours printing which is both expensive and often unnecessary.

We have now turned our attention to outsourced volume print and posting which has the potential to take our savings a step further.



5
CONSULTATION AND CUSTOMER IMPACT


5.1 None as a direct consequence of this report. However members are reminded that the formal budget consultation period is from 16th January 2013 to 27th February 2013 when the Council sets its Council Tax for 2013/14. Comments from the consultation process will be reported to the Executive for consideration at it’s meeting on 13th February 2013.

6
POLICY IMPLICATIONS


6.1
None as a direct consequence of this report.  


7
USE OF RESOURCES


7.1
None as a direct consequence of this report.  
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1.	PURPOSE OF REPORT





The purpose of the report is to:	�


Provide Members with a reminder of the Council’s medium term financial strategy and associated guiding principles;





Illustrate the latest budget model, the delivery of efficiency savings for 2012/13 and the estimated level of budget savings that may be required over the next few years.
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8. 	RECOMMENDATIONS


	�That the Executive;





Note the Council’s Medium Term Financial Strategy and associated guiding principles;





Note the current Medium Term Financial Forecast and the progress being made for the delivery of efficiency savings for 2012/13 and future years.
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																APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

				TABLE 3 - Identified Framework Savings 2013/14		Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review (GF Impact)		Lobbying		Total

						£'000		£'000		£'000		£'000		£'000		£'000

		1		Staffing & Staff Related												0

		2		Premises		(50)										(50)

		3		Operating Costs		(200)				(35)						(235)

				Total Expenditure Savings		(250)		0		(35)		0		0		(285)

		4		Income												0

				Total Savings		(250)		0		(35)		0		0		(285)

				Total Per MTFS												0

				Difference												0
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		TABLE 4 - MEDIUM TERM FINANCIAL FORECAST

						Zone of Predicability				Zone of Unpredictability 1				Zone of Unpredictability 2

						2011/12		2012/13		2013/14		2014/15		2015/16		2016/17

						Forecast		Forecast		Forecast		Forecast		Forecast		Forecast

						£000		£000		£000		£000		£000		£000

		1		Net Council Budget		13,928		12,749		11,900		11,593		11,496		11,117

		2		Forecast Resources:

				Central Government Grant		(5,464)		(4,784)		(4,497)		(4,227)		(3,931)		(3,656)

				Council Tax / Coll'n Fund		(25)		(25)		(25)		(25)		(25)		(25)

				Income From Council Tax		(6,389)		(6,411)		(6,443)		(6,476)		(6,509)		(6,542)

				Total Resources		(11,878)		(11,220)		(10,965)		(10,728)		(10,465)		(10,223)

		3		Budget (Surplus) / Deficit		2,050		1,529		935		865		1,031		894

		4		Council Tax Grant		(158)		(158)		(158)		(158)		0		0

		5		Budget Frameworks		(1,906)		(1,371)		(285)		0		0		0

		6		Savings - To be secured		0		0		(492)		(707)		(1,031)		(894)

		7		Budget (Surplus) / Deficit		(14)		0		0		0		0		0

		GENERAL FUND WORKING BALANCE

						2011/12		2012/13		2013/14		2014/15		2015/16		2016/17

						£000		£000		£000		£000		£000		£000

		8		Estimated Opening Balance		(1,415)		(1,429)		(1,587)		(1,587)		(1,587)		(1,587)

				Budget (Surplus) / Deficit		(14)		0		0		0		0		0

				Council Tax Grant 2012/13		0		(158)		0		0		0		0

		9		Estimated Closing Balance		(1,429)		(1,587)		(1,587)		(1,587)		(1,587)		(1,587)
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		Table 1

		TABLE 5 - HRA		Current Budget		Projected Outturn		Variance

				£		£		£

		Gross Expenditure		14,321,790		14,301,790		(20,000)

		Gross Income		(14,321,790)		(14,363,790)		(42,000)

		Net Expenditure		0		(62,000)		(62,000)
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		TABLE 6 - Capital		Current Budget		Projected Outturn		Variance

				£		£		£

		Expenditure

		HRA Schemes		2,559		2,559		0

		General Fund Schemes		4,593		4,593		0

				7,152		7,152		0

		Financing

		Government Grants		3,461		3,461		0

		* Prudential Borrowing		3,491		3,491		0

		Capital Receipts		200		200		0

				7,152		7,152		0

		Net Expenditure		0		0		0
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																APPENDIX C

				Budget Delivery Frameworks - Summary 2011/12

				TABLE 1 - Identified Framework Savings 2012/13		Staff Suggestion / Service Plan / Innovation		Fees & Charges		Partnerships		Capital Review (GF Impact)		Lobbying		Total

						£'000		£'000		£'000		£'000		£'000		£'000

		1		Staffing & Staff Related		(290)				(28)						(318)

		2		Premises		(105)										(105)

		3		Operating Costs		(86)				(16)						(102)

				Total Expenditure Savings		(481)		0		(44)		0		0		(525)

		4		Income		(34)		(234)				(247)		(290)		(805)

				Total Savings		(515)		(234)		(44)		(247)		(290)		(1,330)

				Total Per MTFS												0

				Difference												0
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