AGENDA ITEM 6

Policy Committee —
4™ March 2014

REVENUE BUDGET MONITORING REPORT -
QUARTER 3 2013/2014

IN:-THE - YORKSHIRE - DALES

DI S TRI CT
Report of the Corporate Head of Financial Management

Ward(s) affected: All

1. Purpose of Report

1.1 To advise members of the revenue budget position of the Council, based on
the Quarter 3 review of income and expenditure to the end of September
2013.

2. Recommendations

2.1 Members note the revenue budget monitoring position as at 31 December
2013 of savings of £377k.

2.2 Members note the £144k of the savings expected to be achieved this year are
identified as green in Appendix B and that these savings will be carried
forward for support to the 2014/15 budget and beyond.

2.3 That £10k of the savings achieved is transferred to the Insurance Reserve.

2.4 Members note the additional income the council forecasts it will receive under
the Business Rate Retention and Small Business Rate Relief Schemes of
£655k

3. Background Information

3.1 On 25 February 2013 the Council approved its Revenue Budget at £6,369k
for 2013/14.

3.2 The budget included:

e A compensatory grant of £34k, equivalent to an increase of 1%, which is
payable for two years only.

e Contributions to Earmarked Reserves are as follows:
New Homes Bonus Reserve £553k
Enabling Efficiencies £30k

e Growth pressures of £228k were included in the 2013/14 budget, of
which £100k are ongoing, i.e. will impact on the base budget in future
years.
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4.2

4.3

4.4

e A Corporate Contingency of £67k. This has been adjusted to £100k by
utilising surpluses generated in 2012/13.

Quarter 3 Financial Performance — Revenue Budget

Based on the December budget monitoring exercise the Council’s
performance against revenue budget is a projected underspend of £377k for

the full financial year.

Projected financial performance at the end of Q3 is summarised in Table 1

below.

Table 1: Summary Of O2 Forecasted Outturn Position As At 31December

2013
Revised Expected (Under) /
Budget Outturn Overspend
2013/14 2013/14 2013/14
£ £ £
Services
Chief Executive / Director of Services 1,916,104 1,843,682 (72,422)
Resources Department 1,826,252 1,798,350 (27,902)
Community Department 2,129942 1,839,540 (290,402)
Total Service Related Costs 5,872,298 | 5,481,572 (390,726)
Corporate Costs
Investment Income (54,000) (45,527) 8,177
Interest Payable 284,000 274,535 (9,465)
MRP for Capital Financing 316,480 316,480 0
Recharges to cap_ltal excluded from (25,000) 0 25,000
Net costs of Services
Corporate Contingency 17,202 6,830 (10,372)
Total Revenue Budget 2013/14 6,410,980 | 6,033,890 (377,390)

Service Related Costs

Services are currently showing a projected favourable variance of £391k, this
includes the £144k identified green on the income and savings plan. Details
of the variances are set out in Appendices A2 to A4. The main factors giving
rise to the variances are:

Chief Executive / Director of Services
v’ Savings in employee costs of £66k across various services.
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4.5

4.6

4.7

4.8

4.9

4.10

v Additional recovery of housing benefit overpayments £16k.

X Additional IT charges £19k

v’ Savings in communications costs and additional income from sponsorship
£9k

Resources

v Savings in employee costs of £6k across various services

v’ Savings in 2013/14 NNDR charge of £27k High St and £10k Coach Street
Car Parks

X Reduced car park income - excess charges and permits £21k

v' Adidtional rental income from properties/other £10k

X Additional premises running costs (cleaning, security, utilities) of £30k.

Community
v Waste Management Services are projecting an underspend of £46k. This

includes net additional income of £91k from the introduction of the Garden
Waste Subscription Scheme and commercial contracts £26k offset by a
reduction in paper recycling income £23k and a forecast overspend on
employee, vehicle maintenance and other running costs of £48k

v Housing income and employees show a combined saving of £80k

v Planning Income targets are forecast to be £82k above estimate including
£85k planning fees and £10k Land Charges, offset by reduced building
control £13k. Employee savings amount to £37k. Offset by increased LDF
costs £10k.

v Craven Pool & Fitness Centre is forecast to achieve a bottom line saving
of £11k, a result of income growth in swimming and fitness, and employee
savings.

v/ Bereavement Services are projecting a net increase in income £19k
through increase in cremations £25k offset by a reduction in income for
burial fees of £6k.

Corporate
At the end of the second quarter Corporate Costs are showing a projected

adverse variance of £14k due to a reduction in investment income £8k offset
by reduced borrowing costs £9k, a reduction in the charge to capital £25k and
the transfer of insurance contract savings to contingency.

The Council has currently utilised £93k of the contingency budget for
unforeseen cost pressures which have included agency costs £13k, IT
licences £38k, security £5k, land charges national litigation settlement £13k,
waste management £7k and other service costs £17k.

Savings

The Council is facing financial pressure for its budgets from 2014/15 onwards.
To address this challenge an income and savings plan has been developed.
This plan helped to enable the meeting of Policy committee on 11 February to
recommend a balanced budget for 2014/15. The budget included £415k of
savings achieved to date. In addition some of the work on the projects has
commenced in 2013/14 and this is estimated to generate £149k. This
information is shown at Appendix B.

The Medium Term Financial Strategy has been refreshed and the forecasts
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4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

are that savings or additional income of £216k will be required for cash limited
budgets in 2015/16. Based on the latest government announcements this
increases by a further £174k in 2016/17 and £152k in 2017/18 to £542k.

To date projects totalling £365k in 2015/16 have been identified. Some of
these projects will commence in 2014/15 and work is on-going to identify
further projects.

As detailed in Appendix B currently £144k of savings had been achieved by
the end of December. This includes £65k on green waste subscriptions. This
is an increase of £15k on the original forecast as an increased number of
households have requested the service. It is intended that these savings are
carried forward to support budget pressures in future years.

The in-year savings include £10k within the insurance contract. As part of the
renewal to reduce the premiums the Council agreed to carry some of the risk

of successful claims and to set up an insurance reserve for this purpose. Itis
proposed that this saving is transferred to the insurance reserve.

Main Risk Areas

The 2013/14 Revenue Budget report highlighted the main risk areas to the
Council as sustaining income levels in the current economic climate, and
implementing the savings that have been built into the budget. These risks
will continue in to 2014/15 and beyond.

Income Streams

All income streams are monitored on a monthly basis. To mitigate the risk of
under achievement of income cautious estimates were included within the
2013/14 budget. At the end of quarter 3 overall were 6.1% ahead of target an
improvement over quarter 2.

Business Rates

The 1 April 2013 saw the introduction of a fundamental change in the Local
Government Finance System with the introduction of the Business Rates
Retention Scheme (BRRYS).

The Council now retains a portion of the business rates collected based on an
estimated collection level and pays the balance to the government in the form
of a tariff. The tariff is fixed and any income above this level the Council is
able to retain a portion of it. Conversely the Council must still pay this tariff
even if rate income levels drop. The rewards and risks associated with
business rates are now shared between the Council and the Government,
previously all risk was carried by the Government.

As part of the settlement to 2013/14 the government gave a baseline figure
which it estimated the Council would receive for its share of business rates of
£1.298m. Due to the uncertainties surrounding the scheme the Council used
this figure to set its budget.

The BRRS includes a safety net below which the government will guarrantee

income from the non domestic rates system. For 2013/14 this is £1.200m
which is £98k below the baseline funding need of £1.298m. The current
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4.21

4.22

4.23

5.1

5.2

5.3

5.4

estimate for the year is that the Councils share of rates income will be
£1.589m an increase of £291k. This figure will only be confirmed as part of
the closedown of the 2013/14 accounts.

As part of the 2013/14 BRRS the amount of relief given to small businesses
was also increased. The Government subsequently announced that grant
funding would be provided to help compensate authorities for the costs
associated with this. The estimated amount of compensation £364k was
finally announced on 30 January with a payment on account of £328k
received on 31 January. Again this figure will only be confirmed as part of the
year end processes.

Currently the Council is forecasting additional income £655k from the BRRS.
It would be prudent for the Council to consider allocating some of this
additional income to the Business Rates Contingency Reserve which has
been set up as part of the 2014/15 revenue budget to mitigate against the
funding gap that could arise if the council’s income share from rates dropped
to the safety net level. It is suggetsed that initially three times the gap
between baseline and safety net is transferred, this would equate to
approximately £300k.

Budget monitoring clinics are held with budget holders on a quarterly basis.
Statistics showing performance against income and salary budgets are also

presented to CLT on a monthly basis.

Financial Position

The Council has a General Fund unallocated balance of £1,030k at 1 April
2013. Itis expected that this balance will remain during 2013/14.

The Council’s policy was to maintain the General Fund Balance at a prudent
level. This is essential in order to mitigate against the risk of unplanned
movements from budgeted net expenditure levels and to cover for day to day
cash flow variances. Moreover, a robust level of reserves will help the
Council mitigate against the risks of ongoing funding cuts. For 2013/14 this
level was agreed as adequate.

The 2013/14 revenue budget is not without pressures, and as a consequence
the contingency was set at £67k. The Council had a surplus on its 2012/13
revenue budget and it was agreed to utilise £33k for 2013/14 contingency
thereby increasing the budget to £100k. To date committed drawdowns from
contingency total 93k. In addition the Council has an allowance of £20k
within its budget for general debtor (excluding housing benefits) bad debts. In
2012/13 this was exceeded by £9.8k. The value of bad debts for 2013/14 is
being monitored closely (£6k at the end of December) and at present the
allowance appears adequate.

The additional income generated from the Business Rates Retention Scheme

estimated at £655k together with the forecasted savings of £377k will provide
the Council with additional financial resources. When the actual value of
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6.2

6.3

income and savings is confirmed as part of the closedown of the 2013/14
accounts then, after ensuring adequate provision in the Business Rates
Contingency Reserve as mentioned in paragraph 4.21, the Council will be
able to contribute to specific earmarked reserves for the funding of capital or
revenue projects going forward. These reserves would include Buildings, IT,
Vehicles and Enabling Efficiencies

Summary

The impact of the economy on the Council’s income streams and their
volatility is a risk to the Council and will need to be managed closely going
forward.

The General Fund Revenue Balance currently stands at £1,030k. This will
assist in mitigating against the risk of unplanned movements from budgeted
net expenditure levels, as well as the impact of changes in local government
funding.

In addition the Council has £1,726k in earmarked reserves of which £779k is
currently planned to be utilised in 2013/14. The details are shown in Table 2.
The table includes contributions for projects approved as part of the capital
programme at the meeting of Policy Committee on 9™ July 2013. One project
to be funded from the IT reserve £10k will slip into 2014/15. The data in the
table has been amended to reflect this.

Table 2 - Earmarked Reserves

Opening Forecasted
Description Balance Contribution Utilisation Closing
1 April 2013 Balance
£000 £000 £000 £000

New Homes 620 588 471 737
Bonus
Enabling 424 30 170 284
Efficiencies
Planning 385 0 0 385
Vehicles 50 0 0 50
I 83 0 65 18
Replacement
Buildings 50 0 40 10
Contingency 33 0 33 0
Other 81 0 0 81
Total 1,726 618 779 1,565
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7.1

7.2

7.3

7.4

7.5

10.

12.

Implications

Financial and Value for Money Implications
All financial implications are contained in the body of the report.

Legal implications

None as a direct result of this report. The Council set a balanced budget for
2013/14, and going forward it is a further requirement that the budget is
balanced.

Contribution to Council Priorities
The delivery of a balanced and managed budget is critical to the well being of
the Authority.

Risk Management
Failure to achieve a balanced budget in the financial year would have had
serious consequences for the Council.

Equality Impact Assessment

The Council’'s Equality Impact Assessment Procedure has been followed. An
Equality Impact Assessment has not been completed on the proposals as
completion of Stage 1- Initial Screening of the Procedure identified that the
proposed policy, strategy, procedure or function does not have the potential
to cause negative impact or discriminate against different groups in the
community based on eage ¢ disability egender « race/ethnicity « religion or
religious belief (faith) esexual orientation, or ¢ rural isolation.

Consultations with Others

None

Access to Information : Background Documents

None

Author of the Report

Nicola Chick — Interim Finance Manager & Deputy s151
Telephone: 01756 706202
E-mail: nchick@cravendc.gov.uk

Appendices
Appendix A — Revenue Budget - analysis of projected outturn by Department

/ Cost Centre Group.
Appendix B — Income and savings plan.
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