EXE 250809
ltem 11

REVENUE BUDGET - MONITORING REPORT 2009/10 (Quarter
One) '

EXECUTIVE MEMBER: Clir E Woodburn, Leader

LEAD OFFICER: Julie Crellin, Head of Finance and Management
Information Systems
REPORT AUTHOR: Julie Crellin, Head of Finance and Management

Information Systems

Summary:

The report provides the Executive with the summary budget position for the
Revenue Budget 2009/10 at 30™ June 2009 and a forecast outturn position at the
year-end at this early stage in the year.

Recommendations:

The Executive is asked to;
(i) Confirm the revised net revenue budget of £14,744,022 (para 2.1).

(i) Confirm the utilisation of general fund reserves of £100,000 to support the
Choosing to Change programme.

(i} Note the forecast position at the year end of a net underspending of
£494,211 against the Revised Revenue Budget (para 1.5, table 2 section
3). However, £400,000 relates to the Regeneration Delivery Plan, which is
funded from earmarked reserves. A report will be presented to Executive
at the September meeting which will set out a revised detailed profile of
this budget to 2011/12. If agreed, this would result in a reduction of the
budget for 2009/10 and the year-end underspending forecast would be
revised downwards to £94,211.

(iv) Confirm the application of £22,500 of this remaining projected
underspending to fund budget consultation for 2009/10 of £10,000 (para
3.11) and £12,500 (para 3.12) for Legal Services, 1o be reflected in the
Quarter Two monitoring report.

(v) Note the adjusted projected year end position of £94,211 underspending is
subject to monthly review and there are a number of key variables e.g.
annual employees pay award etc which may impact upon the projection.
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INTRODUCTION

In accordance with Council’s Financial Regulations, the Head of Finance
and Management Information Systems (MIS) is required to report to the
Executive on the overall budget position, the monitoring and controi of
expenditure against budget allocations and the exercise of virement on a
regular basis. It is the responsibility of Corporate Team and individual
budget managers to control income and expenditure within their service
areas and to monitor performance, taking account of financial information
provided by the Head of Finance and MIS.

All budget managers receive a monthly budget monitoring report covering
their areas of responsibility. Information is collated from the main
accounting system and then adjusted to correct any known budget
profiling trends, timing differences and commitments. The report has been
developed in line with the need to provide sound financial management
information to inform the decision making process, which is also a
requirement of the Use of Resources assessment.

The report summarises the forecast year-end posmon drawing on the
returns from budget holders for the period to 30™ June. The budget
monitoring process considers the current position against current profiled
budget together with the projections of income and expenditure to be
incurred for the remainder of the year and compares this to the current
budget.

Although this is an early stage in the budget year, it is important that key
trends and possible areas of budget variation are identified to enable
action to be taken if necessary, and revisions to budget approvals to be
approved including for example, the redirection of resources to meet
emerging priorities and pressures funded from underspendings. Budget
monitoring is an active process.

In summary, the projected position is a net underspending of £494,211 at
the year-end against the Revised Revenue Budget (table 2, para 3.1).
Section 3 sets out the significant variances reported by Service area.
£400,000 of the projected underspending relates to the Regeneration
Delivery Plan funded from earmarked reserves. A report will be presented
to Executive at the September meeting will request a reprofiling of the
current remaining two years of activity (2009/10 and 2010/11) to three
years, i.e. to 2011/12. The report will recommend a reduction in the budget
for 2009/10 to reflect this reprofiling, the adjusted projected net
underspending for 2009/10 would therefore, be £84,211 for Quarter One.

It is important to recognise that there are a number of key variables e.g.
employees pay award, which may impact upon the projection and the
projection will be revised throughout the year. (Throughout the report, the
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2.3

use of brackets indicates a credit or income budget, and the term
underspend also relates to additional income generated).

REVENUE BUDGET 2009/10

Council approved the Revenue Budget 2009/10 at its meeting held on 24"
February 2009. The Original Net Revenue Budget for 2009/10 of £14.094
million, is supported by earmarked reserves for specific items (the most
significant items being the Regeneration Delivery Plan and the Planning
Development Framework).

Table 1 shows the movement on the annual revenue budget in the first
quarter. The current net revenue (approved) budget is £14,744,023 and it
is set out as follows:-

Table 1 -2009/10 Approved Budget £
Net Budget Requirement 2009/10 to be funded from
Council Tax and Government Grant 12,344,957
Net Budget Requirement 2009/10 funded from Reserves 1,749,000
Net Revenue Budget 2009/10 (Counclil resolution -
February 2009) 14,093,957
Carry forward requests (2008/09 out-furn = 30 June
Executive) 601,080
Net Current Revenue Budget 2009/10 14,695,017
Draw down of earmarked reserves dlready agreed:-
Audit — IT computer audit 5.000
Beacon — Rates revaluation 18,000

Earmarking of general fund reserves in 2009/10 o fund
specific items agreed at Executive meetings to date:-

Audit Shared Services (Exec 26 May) 10,000

Public Buildings — NNDR Ginns Site (Exec 21 April) 16,005
Current Net Revenue (Approved) Budget 2009/10 14,744,023
Request for earmarking of general fund reserves
Choosing to Change programme (CBC suppori) 100,000

Proposed Net Revenue (Approved) Budget 2009/10 14,844,023

Executive at its meeting of 30" June 2009, approved carry forward
requests totalling £601,060. Appendix B sets out in detail, approved carry
forwards from 2008/09. At the Executive meeting, it was agreed that the
remaining carry forward requests of £550,000 were to be subject to further
detailed reporting prior to Member approval.
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3.1

Since the June meeting, the ‘Choosing to Change’ programme has
continued to develop and the Executive/Management OSC meeting on 10
August received a briefing on the process to date. Three Member events
are planned for September to enable Members to have a full invoivement
in shaping the programme. As a result of this, expenditure is beginning to
be committed and although small scale at this time, it would be
appropriate to release the funding identified in the June revenue bid report
to this Executive. It is recommended the Chief Executive’s budget be
increased by £100,000 to support the Choosing to Change programme.

Executive approval is sought to confirm the use of general fund reserves
for this purpose. Executive is asked to agree an increase in budget
provision for the Chief Executive and if confirmed, the current net revenue
budget for 2009/10 would be £14,844,023, funded by £12,344,957 from
Council Tax and Government Grants and £2,499,065 from revenue
reserves for specific purposes.

FORECAST OUTTURN POSITION 2009/10

Table 2 sets out the summary of the forecast outturn for 2009/10 and
reports this position against the approved revenue budget for the Council,
prior to the approval for support towards the ‘Choosing to Change’
proposal (ignoring roundings).

Table 2 - Summary Forecast Net Revenue Outturn 2009/10
Original | Revised
Annual Annual
Net Net Forecast
Department Budget Budget Outfurn | Variance
£ £ £ £
Chief Executive 801,239 801,239 801,239 0
Customer Services 516,517 534,017 480,399 (53,618)
Finance and Management
Information Systems {MIS) 2,146,667 | 2,251,667 | 2,199,550 (52,117)
Legal and Democratic
Services 890,032 890,032 861,093 {28,939)
Policy and Performance 1,488,375 | 1,578,375 | 1,578,375 0
Development Strategy 2,535,810 | 2,695,997 | 2,202,136 | (403,861)
Development Operations 1,570,599 | 1,796,253 | 1,781,962 (14,291}
Leisure and Envircnmental
Services 4344720 | 4,396,444 | 4,283,056 {113,387)
Public Service Delivery 0 0 40,000 40,000
Vacancy Savings (nb) (200,000) | (200,000) (68,000) 132,000
Total 14,093,958 | 14,744,023 | 14,249,812 | {484,211
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3.3

3.4

3.5

3.6

(nb vacancy savings of £132k are included in Departmental refurns and not
against the corporate budgef —see para **¥)

Appendix A shows the forecasted position at the year-end by managers,
indicating gross expenditure and income, by main service area and alsc
shows the current net position against net budget for Quarter One.

The net actual net expenditure position at 30" June 2009 is £838,341
compared to profiled budget of £2,241,074. Variances against profile may
indicate areas requiring further detailed review and these have been used
by budget managers and Finance as reference points when reviewing the
forecasts at the year end. It also indicates a need to revise the
assumptions upon which profiles are based where necessary. Budget
Managers are forecasting an overall underspend on the Council's revenue
budget of £494,211. This represents 3.3% of the net approved budget.

However, the majority of the underspending (£400k) relates to the
Regeneration Delivery Plan funded from earmarked reserves. Members
will remember the intention to re-profile this budget over a three year
period 2009/10 - 2011/12 was indicated during the discussion of the
2008/09 Provisional Revenue Outturn at the June meeting. A report will be
considered by Executive at its meeting in September which will set out the
planned use of this budget, and if agreed, this would address this element
of the projected underspending.

Detailed explanations of the key variations are set out in paras 3.7 fo 3.21.

The net underspending of £ 94,211 excluding the Regeneration Delivery
Plan, may be further increased by the difference between the actual
national pay settlement and that budgeted and if the Pay and Grading
Review is agreed by staff during the year.

Budget Monitoring 2009/10 (Q1) — Significant Estimated Variances

Chief Executive

3.7

No variance at the year-end is forecast against the Chief Executive’s
budget at this stage However, there are a number of variables which may
impact upon this budget relating to acting up-arrangements and temporary
back-filling of administrative support. The budget sector includes the
centrally funded element of the employer’s superannuation contribution
(referred to in para 3.21) and this budget will need to be increased to
reflect the contribution rate which is higher than originally budgeted.

Customer Services

3.8

A net underspending of £53,618 is forecast at the year-end as a result of
managed vacancies within the Service. The outcome of the Shared
Service proposal for Revenues and Benefits may impact upon the
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underspending as it may be necessary to fill some of these posts if the
shared service does not progress.

Finance and Management Information Systems

3.9

An underspending of £52,117 is forecast at the year end. [t consists of
three main elements:-

« The treasury management budget is subject to detailed monthly
review and revised estimates have been undertaken given the
turbulence of the market and this is referred to in another report
elsewhere on this agenda Members will remember this budget is
being specifically supported by earmarked reserves as the potential
for variability was recognised during the budget process. Estimates of
likely deposit rate changes for the second half of 2009/10 from Butlers
(Treasury Management Advisers) received on 31% July have resulted
in a revision downwards from break-even calculated originally for June
monitoring returns. Butlers are forecasting a tightening of deposit
interest rates, and this, based on projected cash balances to be held
during the year, would result in a decline in income compared to
budget of around £72,000.

« The corporate insurance contract has been re-negotiated and a new
contract has been let. The new contract will provide a significant cost
saving over the life of the (five year) contract — of annual savings of
around £130,000 and a part-year saving in 2009/10 of £86,000.

« The concessionary fares budget has experienced variation in usage
over the last three years, making budget predictions difficult. Usage
statistics to 30" June 2009, compared to last year's profile would
indicate a potential underspending at the year-end of £24,000. This
has been included in the Quarter One projection.

310 RPWG at its meeting of 27" July considered a number of options for

budget consultation and agreed in principle to using SIMALTO direct face-
face public consultation, rather than web-based questionnaires, although
this is subject to confirmation of questions and the detailed approach at
the September meeting. The cost of budget consultation will be
approximately £10,000. Executive is asked to approve the utilisation of the
forecast underspending to support this activity. If agreed, this wil be
reflected in the Quarter Two monitoring report.

Legal and Democratic Services

3.11

There is an underspending of £28,939 forecast for this Department. There
are two principal areas of underspending. An underspending on Members
Allowances of £13,000 is forecast, based on current spending and profiles
to the year end and around £12,000 from vacancy management.
Executive is asked to approve the utilisation of £12,500 of this projected
underspending to support Legal and Democratic Services’ objective of
voluntarily registering title to the Council's land holdings. This objective is
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justified by business and risk management considerations and will assist
in our commitment to electronic mapping and making greater use of GIS
systems. If agreed, this will be reflected in the Quarter Two monitoring
report.

Policy and Performance

3.12 There are no variances forecast for this Department overall at this stage.
However, the Policy and Performance budget contains a full year
allocation of £450,000 to fund the implementation of Pay and Grading
Review i.e. raising the baseline for 2009/10 (the backdated element for
2008/09 has been provided for}). A detailed analysis of the proposal prior
to submission to Council in June showed that the implementation of the
Pay and Grading Review can be funded from within existing budgets and
earmarked reserves for the period of the life of the current medium term
financial strategy until 315" March 2012 (ignoring pay awards and any other
changes to statutory payments). £292,000 of this permanent budget would
be required for 2009/10 and the underspending of £158,000 wouid be
needed to be earmarked for carryforward to fund incremental increases
related to the new JE scales for the third year of the MTFS.

Development Strategy

3.13 Development Strategy is forecasting a net underspend at the year-end of
£403,861. £400,000 of the underspending relates to the Regeneration
Delivery Plan. Members will remember the intention to re-profile this
budget over a three year period 2009/10 — 2011/12 was indicated during
the discussion of the 2008/09 Provisional Revenue Outturn. A report will
be considered by Executive at its meeting in September which will set out
in detail the planned use of this budget, which is wholly funded from
earmarked reserves. Agreement for the re-profiling will be sought and the
budget will be amended accordingly. It is important to stress that this
reported underspending would at that point be eliminated.

3.14 Housing Services is cautiously reporting no variation against budget at this
early stage in the year, although spending in relation to homelessness is
below profile and is a result of pro-active engagement in this area. This
may result in an underspending at the year end, however, we need to be
mindfu! that the emergency accommodation budget (supported by an
earmarked reserve from 2008/09 to fund a specific requirement), is by its
nature, difficult to predict and may cause variability.

Development Operations

315 There are no variations to report for the Department at the moment.
However, there are a number of services within this service area and
some rely upon external income (planning fees, building control fees etc)
which will be affected by recessionary impacts. Members will remember
the July Executive meeting received a report explaining the effects of the
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recession upon Copeland in relation to Quarter One and income in these
service areas is currently consistent with the original budget prediction.

Page 8 of 12

BE



Leisure and Environmental Services

316 Leisure and Environmental Services are predicting an underspending of
£113,387 at the year end. This is a complex budget area and a number of
variables impact upon it. The main areas of predicted underspending
relate to Enforcement and Leisure and Environmental Staffing.

3.17 Enforcement is forecasting a year-end underspending of £44,138 which is
a result of increased income from car parking of around £12,000 and a
full- year vacancy management saving of around £32,000. Leisure and
Environmental Staffing is predicting an underspend if the current acting-
up and interim arrangements continue to the year-end of £33,446. The
underspending in relation o Open Spaces (whose outturn income and
expenditure is significantly higher than budget due to the successful award
of extermnal contracts awarded since agreement of the budget) reflects this
increased turnover of activity providing opportunities for cost savings from
economies of scale and flexible purchasing. The Waste Management
budget is particularly complex, but income from grants and from recycling
activities is higher than budget, but this will be closely monitored during
the year.

Public Service Delivery

318 This budget area is predicting an overspend of £40,000. However,
discussions are on-going with partners to address this area of predicted
overspending.

Other

3.19 A variance of £132,000 deficit against the vacancy management
(corporate) budget is reported at this stage. It is necessary to offset the full
year saving from vacancy management activities in this way to avoid
double counting as the vacancy savings have been included in Service
projections elsewhere. These savings may be better reported through
budget virement i.e. the (£200Kk) deficit budget will reduce to £0 as Service
budgets are reduced to reflect the savings achieved/proposed. The Head
of Finance wishes to agree in principle, these budget virements explicitly
with budget managers before they are actioned and this will be reported in
the Quarter Two monitoring statement with a supplementary table
identifying the areas of saving. If all vacancy savings are achieved by 31%
March, there will be no variance against this budget line.

320 ltisintended the full target will be achieved as represented by the £68,000
forecast of total savings against this line, as the other £132,000 is reported
on Service lines. Caution must be exercised as this subject to staffing
changes and decisions regarding replacement and recruitment, in the
future i.e. an unknown.
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Budget monitoring assumes at this stage, for all salary budgets, that the
pay rise is in line with the budget and necessary virements will be made
once the pay settlement is clear. |t is likely that the national pay settlement
will be less expected which if it is at 1%, it would result in around £130,000
saving against budget, and when this is combined with an employers’
pensions contributions rate higher than budgeted by 0.5% (equating to
around £50,000 additional expenditure across all staffing budgets), a net
underspending of £90,000 would result. If the nationally agreed pay award
of around 1% is agreed, it will would reduce the base budget for planning
purposes for 2010/11 and assist with budget considerations for next year.

CONCLUSION

This report has set out in summary, the current revenue budget for
2009/10 and the forecast position at the year end. Members are requested
to confirm the current net revenue budget of £14,744,022. Members are
asked to increase this budget approval by £100,000 from general fund
balances.

Members are asked to note the the projected position at the year end of a
net underspending of £494,211 against the current net revenue budget.

However £400,000 of this underspending relates to an activity funded from

earmarked reserves and Executive will be asked in September to approve
the application of this reserve in 2011/12 and the budget for 2009/10 will
be reduced accordingly.

Any underspend against budget for the year will be credited to the general
fund balance at year end. The original budget, agreed by Council in
February, included the use of earmarked reserves of £1,749,000. The
current net revenue budget, before further approvals, assumes a further
utilisation of general reserves of £606,050 and £44,005 from existing
earmarked reserves. The provisional general fund balance at 31° March
2009 (subject to audit) was £3,096,503 and the provisional earmarked
reserves balance was £5,767,638. These balances will reduce to fund
these approvals.

FINANCIAL AND HUMAN RESOURCES IMPLICATIONS (INCLUDING
SOURCES OF FINANCE)

The report sets out the current revenue budget for 2009/10 and the
forecast year end position and this is summarised in section 4.
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5.2

6.1

6.2

7.1

The projected underspending at the year-end may be increased further if
the current pay offer from the Local Government Employers Association is
accepted. This will be reflected in future monitoring reports.

PROJECT AND RISK MANAGEMENT

The budget monitoring process is carried out on a monthly basis.
Management and finance staff work together to ensure financial reporis
are accurate and timely to assist the decision making process of the
Council as a whole.

Budgets are monitored during the year with exceptions reported through
Corporate Team and Executive during the year on a quarterly basis. At the
year- end, the draft outturn prior o the external audit process must be
reported formally. It is also good financial practice to report the year-end
position on revenue reserves as a consequence of the outturn.

IMPACT ON CORPORATE PLAN

The budget and monitoring process is fully integrated into the planning
process of the Council embracing all the objectives of the Council.

List of Appendices

Appendix A 2009/10 Management Projected Year End Financial Position
Appendix B 2008/09 Carry Forward Details

List of Background Documents

2009/10 Period 3 Management Accounts Reports
Revenue Budget Reports 2009/10

List of Consultees

Corporate Team
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CHECKLIST FOR DEALING WITH KEY ISSUES

Please confirm against the issue if the key issues below have been addressed.
This can be by either a short narrative or quoting the paragraph number in the
report in which it has been covered.

Impact on Crime and Disorder None

Impact on Sustainability None

Impact on Rural Proofing None

Health and Safsty implications None

Impact on Equality and Diversity Issues | None

Children and Young Persons None

Implications

Human Rights Act Implications None

Section 151 Officer Comments No further comments to add
Monitoring Officer Comments None

Please say if this report will require the making of a Key Decision  YES/NG
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