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Agenda Item No 13

General Account Budget 2005/06 (Revised) and 2006/07

Report by Director of Corporate Services 

	Summary:
This report explains the proposals for the General Account budget for 2005/06 (revised) and 2006/07, on the assumption that the Authority will receive a standstill (0%) grant settlement from Defra in 2006/07.

Recommendation: That the revised budget for 2005/06 and budget for 2006/07 be adopted in accordance with the figures as set out in Appendix 1.


1
Introduction

1.1
This report sets out for members’ consideration a proposed General Account budget for 2005/06 (revised) and 2006/07. The detailed figures have been drawn up by the Management Team and are set out in Appendix 1.

1.2
It is necessary to set the scene for this budget. As members will be aware, Defra has indicated that the Authority can expect to receive a standstill grant settlement in both 2006/07 and 2007/08, broken down as follows:

	
	£

	Core grant
	3,708,182

	Access grant (for implementation of CRoW Act)
	25,000

	Sustainable Development Fund
	200,000

	Total
	3,933,182


1.3
The ‘core grant’ incorporates the additional Defra grant of £500,000 per annum for three years – from 2005/06 to 2007/08 – and also the additional grants, first awarded in 2005/06, towards relocating to new office accommodation (£150,000 per annum) and bringing the planning service in-house (£120,000 per annum).

1.4
If the one off grants are stripped out this effectively equates to a real reduction of about £90,000 in each financial year. In addition the Authority is seeking to bring income into line with expenditure over a period of four years (at the moment the General Account is in deficit), added to which total employee costs are increasing at a rate in excess of inflation. The net impact of these factors is that savings of about £300,000 will need to be found over the next two financial years.

1.5
This means that whilst key projects such as relocating to new offices, bringing the planning service in-house and working towards Government PSA targets are protected, core General Account funding is likely to be under significant strain during this period and will need to be very carefully managed.  This applies particularly to employee and other fixed running costs, and it is evident that opportunities must be taken to reduce these costs at an early stage where they present themselves, since the greater the savings which can be achieved early on in the process the easier and less painful it will be to manage the budget in 2007/08 and beyond.

1.6
In order to achieve this employee costs need to be reduced as a proportion of the overall budget. This will be achieved either through freezing posts which become vacant or by filling them internally, a policy which is already in place. External appointments will only be made to General Account posts where it is considered to be absolutely imperative to do so.

2
Revised Budget 2005/06

2.1
The original net budget for 2005/06 was set at £4,097,482, including the additional grant aid provided by Defra to meet the Authority’s objectives in the Broads Plan (£500,000) (see paragraph 14 below), the Access Grant towards the implementation of the Countryside and Rights of Way Act (£25,000) and the Sustainable Development Fund (£200,000).

2.2
The adjustments proposed in this report will result in a revised net budget of £4,057,383, funded as follows:

	
	Original Budget
	Revised Budget

	
	£
	£

	Defra
	3,933,182
	3,933, 183

	Interest
	10,300
	25,000

	Contribution from Reserves 
	154,000
	99,200

	Total
	4,097,482
	4,057,383


2.3
This will result in an overall contribution from Reserves of  £99,200, thus reducing the level of Reserves to £544,700 as at 31 March 2006.

2.4
The net changes on a Directorate by Directorate basis are set out below:

	
	Original Budget
	Revised Budget
	Increase/ Decrease

	
	£000
	£000
	£000

	Research and Strategy
	906.7
	907.9
	+ 1.2

	Field Services
	1,246.0
	1,242.3
	- 3.7

	Planning and Development
	362.6
	330.5
	- 32.1

	Corporate Services 
	1,332.2
	1,376.7
	+ 44.5

	Sustainable Development Fund
	200.0
	200.0
	-

	Job Evaluation/Superannuation Increase
	50.0
	-
	- 50.0

	Total
	4,097.5
	4,057.4
	- 40.1


2.5
The main changes are summarised in greater detail below.

3
Research and Strategy

3.1
Net salary costs have increased by £20,100 as a result of the implementation of the Job Evaluation Scheme and the decision to extend the contract of the Project Manager (Broads Boating Holidays Project) by six months, to 31 March 2006.

3.2
The expenditure of £103,000 in the Fen Harvesting Restoration and Management budget included a provision of £40,000 towards the acquisition of a barn at Buttle Marsh, How Hill (the Bittern II project site), for storage purposes. The Authority is no longer proposing to acquire this barn – although it is negotiating a possible lease agreement – and so this overall budget has been reduced to £60,000.

3.3
The Fen and Drained Marshes Wetland Restoration budget included a sum of £20,000 for the reinstatement of land for grazing purposes. This reinstatement has not yet taken place, and so the provision (now estimated at £24,000) has been slipped to 2006/07.

3.4
The Authority’s contribution to the Trinity Broads Partnership with Essex and Suffolk Water has been recalculated.

3.5
A grant of £28,400 has been obtained from EEDA to support the costs of the Sustainable Tourism Strategy.

3.6
The amount allocated to the Broadland Flood Alleviation Strategy from the Defra additional grant fund has been increased by £10,000 in 2005/06, and reduced by the same amount in 2006/07. (At its meeting on 11 February 2005 the Chief Executive was awarded delegated powers to reallocate the figures between years, without changing the overall expenditure on each item, should it be necessary to do so, in consultation with the Chairman).

4
Field Services

4.1
Field Services salary costs have been increased significantly in gross (but not net) terms, in order to show the salary recharge to the Whitlingham Charitable Trust.

4.2
Information centre salary costs have been reduced since the visitor centre at Whitlingham was not open in time for the 2005 season, as originally expected, and the Potter Heigham centre opened later than usual.

4.3
Efficiency savings are being made to the vehicle fleet through reducing the number of vehicles and amendments to the type of vehicles used.

4.4
Expenditure was incurred towards the preparation of the bid to the Heritage Lottery Fund for the Bursary Scheme. The corresponding income was received in the 2004/05 financial year.

4.5
The expenditure of £38,400 towards Town, Village and Staithe Enhancement includes £13,400 slippage from 2004/05.

5
Planning and Development

5.1
Net salary costs have been reduced by £19,000 as a result of staff departures and the number of posts which were vacant throughout part of the year.

6
Corporate Services

6.1
Net salary costs have been increased by £15,100 as a result of the implementation of the Job Evaluation Review.

6.2
The costs of the completion of the interpretive work at Barton Broad boardwalk have been increased from £10,000 to £20,000. It is anticipated that the signage will be in place by Easter.

6.3
The costs of printing and room hire are higher than expected and have been increased by £10,000.

6.4
A net profit was made on the ANPA Conference, in cash terms, though these figures do not take into account the considerable investment made by the Authority in terms of staff and member time.

6.5
The costs of the Private Bill (funded by the Defra additional grant) have been reduced by £10,000 in 2005/06 and increased by the same amount in 2006/07, to offset the changes in respect of the Broadland Flood Alleviation Strategy.

7
Budget 2006/07

7.1
The budget for 2006/07 has been prepared on the basis of a 0% (no inflation) grant settlement, and is funded as follows:

	
	2005/06 Revised Budget
	2006/07 Budget

	
	£
	£

	Defra
	3,933,182
	3,933,182

	Interest
	25,000
	40,000

	Contribution from Reserves
	99,200
	93,300

	Total
	4,057,383
	4,066,482


7.2
This will result in an overall contribution of £93,300 from Reserves, thus reducing the level of Reserves to £451,400 as at 31 March 2007.

7.3
The net changes on a Directorate by Directorate basis are as set out below:

	
	2005/06 Revised Budget
	2006/07 Budget
	Increase/ Decrease

	
	£000
	£000
	£000

	Research and Strategy
	907.9
	816.8
	- 91.1

	Field Services 
	1,242.3
	1,295.8
	+ 53.5

	Planning and Development
	330.5
	337.0
	+ 6.5

	Corporate Services
	1,376.7
	1,455.7
	+ 79.0

	Sustainable Development Fund
	200.0
	200.0
	-

	Staff Turnover Allowance
	-
	(38.8)
	- 38.8

	Total
	4,057.4
	4,066.5
	+ 9.1


7.4
As recommended by the Treasurer and Financial Adviser a Staff Turnover Allowance of 2% of total net salary costs has been provided. This is regular practice in a number of other local authorities and is to compensate for the savings which tend to made as staff leave during the year and – more often than not – are not immediately replaced. In recent years the Authority has tended to reduce its revised budget in order to compensate for this factor, only to increase it again the following year in the expectation that there will be a full take up of posts throughout the year. (Note that this achieves a saving in the first year but thereafter it is built into the base budget).

7.5
It should be noted that core salary costs will increase by approximately 3.7% in 2006/07, since the local government pay award, negotiated nationally, is for 2.95%, and the Authority’s contribution to the Superannuation Fund will increase by 0.7% from 14% to 14.7%. There is also a small increase in the Authority’s National Insurance contribution. (These increases do not include the costs of staff increments).

8
Research and Strategy

8.1
The vacant post of Events Officer (within the Field Services Directorate) will be filled on a part-time temporary basis by the existing Broads Strategy Administrative Officer, thus creating a saving as this post will not be filled during much of this year.  Two staff within the Directorate may retire in 2006/07, in which case there will be the opportunity for further savings. At this stage the way forward is not clear and discussions on the individual’s preferences and how the Authority might organise the work will take place over the coming six months. In the interim the salary costs have been reduced and a provisional sum of £15,000 has been provided in the budget.

8.2
The final contribution of £38,200 towards the Bittern II Project will be received in 2006/07.

8.3
A provision of £25,000 has been set aside for tourism promotion, to cover the costs of:

· managing the Broads Quality Charter (£15,000);

· the Authority’s contribution to Norfolk Tourism (£5,000); and

· the costs of promoting and developing the canoe and bike hire scheme (£5,000).

8.4
The preparation of the Sustainable Tourism Strategy (£28,400) and National Parks Visitor Survey (£30,000) expenditures in 2005/06 were for one off projects, and are therefore not replicated in the 2006/07 budget.

9
Field Services

9.1
The net increase in salary costs is as a result of inflation and staff increments.

9.2
Information centre salaries have been increased to £110,000 in anticipation of the fact that the new visitor centre at Whitlingham will open in time for Easter 2006.

9.3
The Bursary Scheme payment in 2005/06 was a one off payment and so is not repeated. The net impact of the scheme in 2006/07 is nil as income and expenditure will equal each other out.

9.4
The Town, Village and Staithe Enhancement Budget has been reinstated at its previous level.

10
Planning and Development

10.1
Gross salary costs will increase as the Authority continues to build up its planning team in readiness for bringing the planning service in-house on 1 April 2007. These costs are being met for the most part through the additional grant of £120,000 per annum which has been provided by Defra for this purpose.

10.2
The Authority is expecting to receive a reduced Planning Delivery Grant in 2006/07. This money will be used to progress the Local Development Framework.

11
Corporate Services

11.1
Net salary costs have increased by £74,000. This is as a result of inflation and increments, and the fact that the costs of the IEG Project Manager (100%) and Systems Support and Development Officer (50%) posts will have to be funded from the General Account as the Implementing Electronic Government Grant ceases in 2005/06. This will result in a net increase of £42,400.

11.2
The budgetary provision for Members Allowances has been increased by £10,500 as a result of the recommendation by the Independent Panel that these be increased to bring them more into line with those paid by national park authorities. This is the subject of a separate report in these agenda papers.

12
Reserves

12.1
At its meeting on 27 January 2006 the Broads Authority agreed a programme for bringing income into line with expenditure by 2009/10, whilst at the same time reducing the level of General Account Reserves to £250,000. This involved reducing the net deficit to £143,900 in 2005/06, and to £100,000 in 2006/07. In fact the Management Team has managed to improve on those figures by reducing the deficit to £99,200  in 2005/06 and £93,300 in 2006/07.  This will help to provide an additional ‘cushion’ or ‘buffer’ against what is likely to be a more difficult year in 2007/08.

13
Employee Costs

13.1
Also at its meeting on 27 January the Authority agreed a number of general financial principles to guide members and officers in the development of the Business Plan and in compiling annual budgets. These were:

· The Authority will work towards employee costs of less than 50% of net (core) expenditure, not including fixed term costs which are funded from external sources.


· Other support service costs will be maintained at less than 15% of net expenditure. (These include all expenditure under the main budget headings Accommodation, Finance, Navigation Tolls, Information Technology, Personnel (excluding employee training) and Support Services).


· Non support service operating costs (vehicles and accommodation) costs will be maintained at less than 5% of net expenditure.

13.2
It is helpful to review the current position in respect of these aspirations.

	
	2005/06 Revised Budget
	2006/07 Budget

	
	
	

	Employee Costs
	57.7%
	61.9%

	Support Service Costs
	20.2%
	20.6%

	Non Support Service Operation Costs
	5.6%
	5.8%


13.3
It was pointed out to the Authority that the percentage aspirations in paragraph 13.1 should be regarded as being indicative only at this stage, and that more work is needed in ensuring that they are both robust and achievable. The figures in paragraph 13.2 highlight the need not only to reduce fixed running costs (especially as there will be no increase in core income in 2007/08), but also indicate the need to review these percentages.

14
Additional Grant Aid

14.1
Expenditure which is ring-fenced as part of the additional Defra grant aid is marked ‘AGF’ in the budget. The Action Plan as amended is set out at Appendix 2. This will be subject to ongoing review.

15
Prospects for 2007/08

15.1
As already indicated 2007/08 is likely to be a difficult year. The Management Team was able to prepare a budget for 2006/07 by making savings across the board and not filling vacant posts. However having already reduced a number of budget heads there will be less room for manoeuvre in 2007/08, and some hard choices will need to be made. The Management Team will start to consider these, as part of the development of the 3 year Business Plan, at its Away Day on 20 March.

15.2
Proposals will be considered by the Member Working Group and by the full Authority when it considers the 3 year Business Plan at its meeting in May.

16
Summary

16.1
There is no doubt that the grant settlement for 2006/07 is a disappointing one, which is affecting all the national park authorities and causing them to reassess their forward spending plans.

16.2
Against this however it should be remembered that the Authority received an exceptional settlement in 2005/06 (representing a total increase of 28.3%) and has over the past 12 months:

· received an additional £500,000 per annum for three years to meet its objectives in the Broads Plan

· to improve the integrated management of the waterways;

· to work with the boating industry and local organisations to improve safety on the water; and

· to work with the Broads Tourism Forum to promote and develop tourism in the Broads;


· received an additional £270,000 per annum towards the costs of relocating to new offices and bringing the planning service in-house; and


· received the equivalent of a significant capital contribution from Defra towards the one-off costs of relocating to new offices.

16.3
In addition navigation toll income is being increased in order to provide extra funding for the maintenance and good management of the navigation, focussing in particular on dredging, improved moorings and associated facilities, and tree and scrub clearance adjacent to the waterways.

16.4
The Authority therefore finds itself in the unusual position of having to make significant savings on its core General Account activities whilst at the same time driving forward a number of key projects and initiatives which are being supported by ‘ring-fenced’ expenditure. This may be confusing to some and the Authority will need to communicate this position clearly in order not to send out mixed and conflicting messages both to its staff and media and to the various wider interest groups.

Background papers:
Letter from Alun Michael dated 13 January 2005

Author:


Rob Holman

Date of report:

27 February 2006

APPENDIX 2

Broads Authority Action Plan 2005/06 – 2007/08
At its meeting on 11 February 2005 the Broads Authority approved the following Action Plan for the expenditure of the additional National Park Grant allocated by Defra. It is based on the criteria set out by Alun Michael in his letter to the Authority. Some issues are difficult to programme, for example the timetable for a Private Bill and the Authority will need to regularly review the programme and make minor adjustments as necessary.

	Broads Authority Action Plan for the Expenditure of Additional National Park Grant
	
	
	

	
	2005/06
	2006/07
	2007/08

	
	£ (000s)
	£ (000s)
	£ (000s)

	1. Improve the integrated and sustainable management of the waterways
	
	
	

	Increased dredging of rivers & broads in line with Sediment Management Strategy
	75
	250
	250

	Repairs to Mutford Lock - survey complete, one corner collapsing
	80
	0
	0

	Bringing 8 Broads into "favourable condition" by 2010 (PSA) & Water Framework Directive initiative
	80
	100
	120

	Enhancements to Broadland Flood Alleviation Scheme - conservation, access and moorings
	30
	10
	20

	Asset Management/Access e.g. Resurfacing Ranworth Car Park, Repairs to How Hill Staithe
	70
	15
	40

	New tolls computer system and revised website
	30
	30
	30

	Private Bill to update Broads Act
	45
	55
	0

	
	
	
	

	3. Work with the boating industry & local organisations to improve safety on the water
	
	
	

	Practical safety improvements following risk assessments as part of the Port Marine Safety Code
	20
	40
	40

	
	
	
	

	4. Work with the Broads Tourism Forum to promote & develop sustainable tourism in the Broads
	
	
	

	Promoting tourism in the Broads and Quality Charter (+ bid for external funding - Leader+/EEDA)
	70
	0
	0

	
	
	
	

	Total
	500
	500
	500
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