Broads Authority

23 March 2007

Agenda Item No 7

General Account Budget 2006/07 (Revised) – 2007/08

Report by Director of Corporate Services

	Summary:
This report explains the proposals for the General Account Budget for 2006/07 (revised) and 2007/08, having regard to the grant settlement which was notified to the Authority in December 2006.

Recommendations: 


(i)
That the Revised Budget for 2006/07 and the Budget for 2007/08 be adopted in accordance with the figures set out in Appendix 1.

(ii)
That the Budget for 2007/08 be reviewed following the publication of the 2006/07 Statement of Accounts in June 2007.


1
Introduction

1.1
This report sets out for the Authority’s formal consideration a proposed General Account Budget for 2006/07 (revised) and 2007/08. The detailed  figures have been drawn up by the Management Team and are set out in Appendix 1.

1.2
The budget for 2007/08 is based on the grant settlement of £4,126,763 notified to the Authority by the Secretary of State, The Right Hon David Miliband MP, in December 2006. This represents a cash increase of £101,745 (2.5%) over the 2006/07 grant settlement. 

1.3
This “core grant” incorporates the additional Defra grant of £500,000 per annum for three years – from 2005/06 to 2007/08 – the Sustainable Development Fund grant of £200,000 and the additional grants, first awarded in 2005/06, towards relocating to new office accommodation and bringing the planning service in-house.

1.4
Whilst the Authority will welcome the decision of the Secretary of State to honour the funding commitment given by the previous Minister, Jim Knight MP, in April 2006, members should note that Defra’s future funding position is uncertain as a result of the Comprehensive Spending Review which is currently taking place. The initial indications are that Defra will receive at best a flat or standstill budget for the next three financial years, from 2008/09 onwards, which would inevitably impact on the amount of grant available for national park authorities and the Broads Authority during this period.

1.5
In addition members will note that the Authority’s costs are continuing to rise at a rate in excess of the inflationary increase of 2.5%. There is still a need to reduce employee costs as a proportion of the Authority’s overall budget, and the Management Team will continue to review all posts which become vacant with a view to freezing them or filling them internally where it is possible to do so.

1.6
Finally members will be aware that the Authority aspires to maintain its General Account Reserves at a minimum level of 5% of gross expenditure, and to move to a situation where income and expenditure is balanced, year upon year, by not later than 2009/10. As a first step towards this the budget for 2007/08 separates out, for the first time, any expenditure which can be defined as being either a one off project or which is externally funded from other income, with a view to identifying actual or “real” running costs. This is explained further in paragraph 7.3.

2
Revised Budget 2006/07

2.1
The original budget for 2006/07 was prepared on the basis of a 0% (no inflation) grant settlement. However the Authority was subsequently – in April 2006 – awarded a revised grant of £4,025,018, which enabled a deficit budget of £1,500 to be prepared.

2.2
In July 2006 the Authority approved a series of additional projects, totalling £141,000, using the Defra inflation award and also some of the savings achieved in 2005/06, in order to make inroads into the large backlog of work.

2.3
The following commitments have also been incurred since the budget was initially drawn up:

· slippages/deferred expenditure from 2005/06 - £91,900; and

· Private Bill costs - £95,000.

2.4
In view of this it is surprising therefore that the projected deficit for 2006/07 is only £64,650. There are a number of reasons for this, which are as follows:

· much of the slippage from 2005/06 (approximately £65,000) has either been saved or deferred for a further year to 2007/08;

· approximately £65,000 of the additional project expenditure will not be spent in the current financial year;

· a significant amount of additional income has been received, including £25,000 for interest, some of which will not be spent until 2007/08; and

· other budgets have been reduced through savings or slippages to 2007/08.

2.5
The adjustments proposed in the report will result in a revised net budget of £4,136,468 funded as follows:

	
	Original Budget
	Revised Budget

	
	£
	£

	Defra
	4,025,018
	4,025,018

	Interest
	40,000
	65,000

	Contribution from Reserves
	1,464
	64,650

	
	4,066,482
	4,154,668


2.6
The contribution of £64,650 will reduce the level or Reserves to £763,450 as at 31 March 2007.

2.7
The net changes from the original budget on a Directorate by Directorate basis are as set out below:

	
	Original Budget
	Revised Budget
	Increase/ Decrease

	
	£000
	£000
	£000

	Corporate Services
	1,455.7
	1,548.9
	+93.2

	Countryside Management (formerly Field Services)
	1,295.8
	1,533.5
	+237.7

	Planning and Strategy
	337.0
	358.5
	+21.5

	Waterways
	-
	513.7
	+513.7

	Research and Strategy
	816.8
	-
	-816.8

	Sustainable Development Fund
	200.0
	200.0
	-

	Staff Turnover Allowance
	(38.8)
	-
	+38.8

	
	4,066.5
	4,154.6
	+88.1


2.8
The restructuring of the staff establishment in May 2006 means that it is difficult to make direct comparisons between Directorates. The staff from the old Research and Strategy Directorate have been relocated into the Countryside Management and Waterways Directorates, and some staff who were previously in Field Services have also been relocated to Waterways.

2.9
This means that it has been difficult to translate, with any accuracy, the salary, employee costs/expenses and vehicles expenditure for the 2005/06 Actual Budget and 2006/07 Original Budget into the new format, especially since these are now broken down into section headings whereas previously they were shown on a Directorate basis only.

2.10
These have therefore been shown against the Management and Administrative Support heading only in most instances. In future years it will be possible to break down this information more accurately, and members will be able to make direct year on year comparisons.

2.11
It should be noted that there has been no overall increase in salary costs since the Original Budget was drawn up. 

2.12
The main changes are summarised in greater detail below.

3
Corporate Services

3.1
The increase in Corporate Services costs is largely as a result of the expenditure being incurred in progressing the Private Bill. As reported to members at the January 2007 meeting, this is expected to be in the region of £150,000 during 2006/07, and so an additional £95,000 has been added to the £55,000 originally budgeted.

3.2
Other increases include:

· the acquisition of a dual fuel pool van and of additional IT licences, which were approved by the Authority at its July 2006 meeting, both at a cost of approximately £10,000; and

· an increase in both legal and property professional fees. The former is due to a significant increase in activity, notwithstanding the fact that the Authority now employs its own in-house Solicitor, and the latter because significant costs have been incurred in arranging for the Authority’s property portfolio to be plotted onto a Geographical Information System by NPS Property Consultants Ltd.

4
Countryside Management

4.1
The large increase in Countryside Management costs is despite the fact that employee costs have reduced significantly as a result of the recent staff restructuring.

4.2
Expenditure includes the following additional projects which were approved by the Authority at its meeting in July 2006:

· £10,000 towards Public Rights of Way improvements (£30,000 was originally awarded, of which half has been deferred to the 2007/08 financial year and half has been removed from the budget);

· £15,000 towards landscape/design consultants costs to progress the undergrounding wires project;

· £15,000 to carry out a review of visitor centre interpretation; and

· £5,000 for a Quality Charter leaflet.

4.3
It also includes slippage/deferred expenditure of £17,400 to the Town, Village and Staithe Enhancement budget, carried forward from 2005/06.

4.4
The accommodation costs for the field bases at Oby, Beccles and Ludham have been separated out. There is no significant overall increase in costs, as the apparent increase in the costs attributed to Beccles has been offset by a reduction in the Navigation Account contribution to these costs.

4.5
The salary recharge of £22,900 for Barnby mud pumping is in recognition of the fact that this work was carried out by the Authority’s Projects Team. A corresponding increase has been made to the Town, Village and Staithe Enhancement budget in 2007/08.

4.6
The grant of £19,900 to the How Hill Trust was approved by the Authority at its meeting in September 2006. This replaces the Broads Strategy Grant Aid budget of £15,000 in the 2006/07 Original Budget.

4.7
The Whitlingham Country Park, Trinity Broads, Lound and Heritage Lottery Scheme budgets are all funded to a greater degree (and in the latter case entirely) by external partners. The Whitlingham accommodation costs of £25,000 are the rental costs of the visitor centre. Against this the Authority receives a salary recharge (shown under both Countryside Management and Corporate Services Management and Administrative Support Costs) for the costs of staff time spent in supporting the work of the Whitlingham Charitable Trust.

5
Planning and Strategy

5,1
A significant proportion of the salary costs – relating to new members of staff appointed specifically for the purpose – have been allocated to the Bringing Planning In-House Reserve Account. From 2007/08 this Defra grant will be treated as income as part of the core Revenue Budget, and all salary costs will be shown accordingly.

5.2
The Authority has been successful in obtaining a Planning Delivery Grant of £52,500, which has been transferred to the Reserve Account.

6
Waterways

6.1
This Directorate now incorporates the salary costs of staff previously included as part of the Research and Strategy Directorate.

6.2
The increase in Upper Thurne Research and Management costs is due to slippage from 2006/07.

6.3
The budget also includes £10,000 towards the development of the new safety DVD, as approved by the Broads Authority at its meeting in July 2006.

7
Budget 2007/08

7.1
The budget for 2007/08 has been prepared having regard to the grant settlement notified to the Authority by Defra in December 2006, and will be funded as follows:

	
	2006/07 Revised Budget
	2007/08 Budget

	
	£
	£

	Defra
	4,025,018
	4,126,763

	Interest
	65,000
	75,000

	Contribution from Reserves
	46,450
	305,700

	
	4,136,468
	4,507,463


7.2
The contribution from Reserves will reduce the level of Reserves to £457,750 as at 31 March 2008. This is comfortably in excess of the recommended minimum level of Reserves. 

7.3
Members will note that expenditure has been broken down into that which can be defined as running costs, and that which can be defined as project expenditure. The latter includes:

· one off projects which do not generate any significant ongoing running costs, including expenditure which has been deferred from the previous financial year; and

· projects which are funded from external income, such as the HLF Bursary Scheme and the Additional Defra Grant of £500,000 per annum (though it is hoped that this will be incorporated into the Authority’s core funding from 2008/09 onwards).

7.4
This is so that the Authority can identify the extent to which it is genuinely “living within its means”. The figures show that running costs total £3,486,700, which is only £9,900 more than ”core” funding. 

7.5
A notional 3.0% increase has been assumed for the 2007/08 salary award. On this basis net salary costs will increase by over £120,000 in 2007/08, which is in excess of the increase in Defra grant. This is however inflated by the addition of the proposed unsocial hours allowance and the full year costs of the Solicitor and planning staff who were initially employed during 2006/07. The increase should therefore stabilise in future years, but employee costs are nevertheless still running at a higher rate than inflation generally.

7.6
The effect of the unsocial hours allowance should be offset by savings across the Authority which will be incurred by the proposed reduction in travelling allowances. This projected saving has not been factored into the budget at this stage.

7.7
The project expenditure can be broken down as follows:

	· funded from Additional Defra Grant
	- £500,000

	· expenditure to be incurred in 2007/08 for which income was received in 2005/06 and/or 2006/07
	- £102,600

	· projects deferred/slipped from 2005/06 and/or 2006/07
	- £76,400

	· Private Bill costs (estimated)
	- £50,000

	· extension of existing projects
	- £13,800 

	· new projects
	- £53,000

	
	£795,800


7.8
It can be seen from this breakdown that – setting aside the Additional Defra Grant – a significant amount of this project expenditure relates to commitments from previous years. In this sense the extent of the Reserves are somewhat misleading as a sizeable amount – over £175,000 – is committed to existing projects.

7.9
It is evident that loss of the Additional Defra Grant would impact severely on the Authority’s ability to deliver project work on the ground, including key priority areas such as dredging and meeting the Government’s PSA Targets for lake restoration. It is critical therefore that this funding is incorporated into the 2008/09 core grant settlement. Discussions have been held with Defra officials to stress the importance of this.

7.10
The net changes in 2007/08 on a Directorate by Directorate basis are as set out below:

	
	2006/07 Revised Budget
	2007/08 Running Costs
	2007/08 Project Expenditure
	Increase/ Decrease

	
	£000
	£000
	£000
	£000

	Corporate Services
	1,548.9
	1,433.6
	91.2
	-24.1

	Countryside Management 
	1,533.5
	1,580.5
	208.6
	+255.6

	Planning and Strategy
	358.5
	387.9
	0.0
	+29.4

	Waterways
	513.7
	109.7
	496.0
	+92.0

	Sustainable Development Fund
	200.0
	-
	200.0
	-

	
	4,154.6
	3,511.7
	995.8
	+352.9


7.11
An analysis of these costs is set out below. Project expenditure costs are analysed separately in Appendix 2.

8
Corporate Services

8.1
Expenditure is lower than the revised 2006/07 budget, which was distorted by the Private Bill costs and included two additional projects. The only budget lines which have risen significantly are insurance, due to the generally increasing costs and new commitments/growth, and a new commitment of £15,000 to provide much needed web support, possibly in the form of a short-term staff contract.

9
Countryside Management

9.1
A reduction of £10,000 has been budgeted for miscellaneous conservation income from Natural England. In practice this may increase as projects are identified during the year for joint funding. Likewise income from Essex and Suffolk Water towards the Trinity Broads project decreases, as additional grant aid was acquired in 2006/07.

10
Planning and Strategy

10.1
£30,000 has been budgeted to enable the Authority to contract out the services for Listed Buildings and Conservation Areas/Trees and Landscape advice. This will enable the extent of these services to be reviewed and analysed before considering whether it would be cost effective for the Authority to continue to contract this out or employ its own in-house staff. The Landscape and Cultural Strategy budget has been reinstated at its 2006/07 original level of £15,000.

10.2
The Authority is expecting to receive a Planning Delivery Grant of £10,800 in 2007/08. Further grant aid may be available, but the extent of this is not known at the present time.

10.3
Income from planning fees has been estimated at £80,000, based on an assumption of the number and type of applications likely to be received.

10.4
The Local Development Framework has been increased to £31,000. This includes £6,000 which has been carried forward from 2006/07 to meet the costs of the Examination in Public.

11
Waterways

11.1
Conservation Restoration and Management costs have been increased to £21,600. 

12
Reserves

12.1
The Authority has agreed to maintain General Account Reserves at a minimum of 5% of gross expenditure. In practice it is easier to identify net expenditure – which has the added benefit that it is not distorted by large grants such as that received from the Heritage Lottery Fund – and it is therefore suggested that this be amended to 5% of net expenditure, which would equate to £214,125 in 2007/08.

13
Employee and Support Costs

13.1
The Authority has set out in its Business Plan a number of general financial principles to guide members and officers in its forward planning process and in compiling annual budgets. These are:

· the Authority will work towards employee costs of less than 55% 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 headings Accommodation, Finance, Navigation Tolls, Information Technology, Personnel (excluding Employee Training) and Support Services.


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

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

	
	2006/07

Original Budget
	2006/07

Revised Budget
	2007/08

Budget

	Employee Costs
	58.3%
	56.3%
	58.1%

	Support Services Costs
	14.9%
	15.6%
	15.6%

	Non Support Service Operating Costs
	4.2%
	4.8%
	4.4%


13.3
Under the new budget format it is easier to identify salary costs relating to Whitlingham Charitable Trust, Lound and the Trinity Broads, which are funded externally, and these have therefore been excluded from the 2006/07 Revised Budget calculations. There is however an increase in 2007/08 as salary costs will rise at a higher level than the Defra grant award.

13.4
Support costs are marginally above the 15% target. These now also include Information and Design costs.

13.5
Non support service operating costs are within the target.

14
Summary

14.1
Although the General Account Reserves have increased significantly over the past two to three years and now look to be healthy, this is partly due to the amount of project expenditure which has been deferred from 2005/06 and/or 2006/07 which will be incorporated into the 2007/08 budget. This largely explains the size of the proposed deficit.

14.2
However officers have taken the opportunity to include a number of new projects – totalling £53,000 – using the same criteria as was used to  identify new projects in July 2007:

· they should be restricted to one off projects which will not generate any ongoing employee or other substantial revenue costs;

· they should include potential navigation projects, in the spirit of the new integrated working arrangements to which the Authority is working through the merger of the General and Navigation Accounts; and

· priority should be given to those projects which contribute to the Authority’s five year priorities and/or promote the integrated approach to the management of the Broads.

14.3
It is suggested that the Authority’s financial position be reviewed following the publication of the 2006/07 Statement of Accounts in June 2007, with a view to adding further projects to the 2007/08 budget if a significant saving has been identified (as happened last year). A reserve list of projects has therefore been drawn up and is set out in Appendix 2.

14.4
The proposals in this report will result in Reserves of £457,750 as at 31 March 2008. Whilst this may still seem relatively healthy – and is well above the minimum recommended level – there is a clear need to protect the Reserves at a higher level than would normally be the case in view of the uncertainty of future Defra funding. Whilst the ‘running costs’ element of the budget now broadly matches core income, a  standstill grant settlement would at a stroke disturb this balance. (In broad terms a standstill grant settlement equates to a loss of approximately £100,000).

14.5
There is also uncertainty about the future of the Additional Defra Grant. Officers have on many occasions made representations to Defra to stress the importance that this is incorporated into the core grant settlement from 2008/09. As already noted a discontinuation of this funding would significantly impact on the Authority’s ability to deliver project work on the ground.
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APPENDIX 2

Summary of Project Expenditure 2007/08

A.
Funded by Additional Defra Grant

· Tolls Computer and Website - £30,000
This budget is being used to fund the employment costs (on a three year fixed-term contract) of the GIS Support Officer.


· Asset Management/Access - £40,000


· Broadland Flood Alleviation Strategy - £20,000
To develop enhancement opportunities.


· PSA Targets/Water Framework Directive - £120,000
Bringing 8 broads into favourable condition by 2010, in order to meet PSA targets, and developing the Water Framework Directive. This budget is being used to fund the employment costs (on a three year fixed-term contract) of the Conservation Officer (Waterways).


· Dredging - £250,000
Increased dredging of rivers and broads in line with the Sediment Management Strategy.


· Port Marine Safety Code - £40,000
Practical safety improvements following risk assessments carried out under the Port Marine Safety Code.

NOTE:
These projects have all been approved by Defra as part of the three year Action Plan.

B.
Expenditure to be Incurred in 2007/08 for which Income was Received in 2005/06 and/or 2006/07

· Mobile Phone Upgrade Fund - £8,200
Income was received in 2006/07 to upgrade the Authority’s mobile phones as and when required.


· How Hill Management - £15,000
Project to carry out interpretation works at How Hill. Deferred from original 2006/07 budget.


· Mink Project - £12,000 (Net)
Continuation of a joint project which is being funded jointly with other partners.


· Upper Thurne Enhancement Schemes - £14,000 (Net)
Income of £16,000 is due to be received from the Environment Agency in 2006/07 as the Authority’s share of the Potter Heigham chalet rents. It is a condition of this agreement that the income is used to promote and develop enhancement schemes in the Upper Thurne.


· Trinity Broads: Project Budget - £50,900
Income received from Essex and Suffolk Water in 2005/06 and 2006/07 will be spent at the Trinity Broads in 2007/08.


· Conservation of Water Bodies: Research and Monitoring - £2,500
Costs of organising Lake Restoration review for which income will be received in 2006/07.

C.
Projects Deferred/Slipped from 2005/06 and/or 2006/07

· Public Rights of Way/Access Improvements - £5,000
Interpretation signage and information for open access sites designated under the Countryside and Rights of Way Act 2000. (Project approved by the Authority at its meeting in July 2006 but deferred to 2007/08).


· Town, Village and Staithe Enhancement - £22,900
Additional funding was made available in recognition of the fact that cost savings were achieved through using the Authority’s Projects Team (rather than external contractors) to carry out the mud pumping of Barnby Broad in 2006/07.


· Broadland Flood Alleviation Strategy - £16,000
Authority’s contribution towards three enhancement schemes – Worlingham Slipway and Disabled Angling Access Point, Carlton Marshes Easy Access Path and Geldeston Disabled Moorings. (Approved by the Authority at its meeting in July 2006 but deferred to 2007/08 to coincide with the timing of BESL works at these locations).


· PSA Targets/Water Framework Directive - £26,500
Additional Defra Grant money deferred from 2006/07.


· Mooring Interpretation - £6,000
To develop promotional leaflet, and information signs at five mooring sites. (Approved by the Authority at its meeting in July 2006 but deferred pending publication of the interpretation review being carried out by Professor John Veverka).

D.
Private Bill

· Private Bill - £50,000
Provisional sum for costs of developing Private Bill in 2007/08. Costs are estimated only at this stage.

E.
Extension of Ongoing Projects

· Bure Loop - £5,000
Provisional sum for match funding, to progress development of the Bure Loop project.


· Branding - £8,800
Continuation of Branding exercise (consultant’s fees).

F.
New Projects

· Bowser - £3,000
Acquisition of bowser to enable the safe transportation of diesel fuel, on health and safety grounds.

· Ant Valley Project - £35,000 (Net)
Development of the Ant Valley Project, including carrying out a fen survey of the river valley. Total costs are £41,000, as £6,000 is being contributed by Natural England towards this project.

· Cantley 24 Hour Moorings: Repiling of Timber - £15,000
Partnership project with BESL, at key strategic location for ‘Country Park’ moorings. Costs are for materials only. Will be subject to planning permission.
NOTE:
Project expenditure also includes that incurred on the Sustainable Development Fund and Heritage Lottery Bursary Scheme, which are financed from Defra grant and the HLF respectively, and for which the net cost is nil.


Projects held in Reserve

· Podcast the Broads Historical Landscape - £7,350 (Net)
Archive podcast interviews capturing the historical uses of the Broads, including hire boat operations, grazing marsh farming and millwrighting, to be hosted on the Authority’s website. (Total cost is £17,350, of which £10,000 would be funded by BBC Voices).


· Carbon Footprint Work - £10,000
To commence a carbon audit of the Authority’s activities to minimise its carbon footprint (as identified in the Authority’s three year priorities).


· Public Rights of Way/Access Improvements - £10,000
Signage/countryside furniture interpretation for implementation of footpath improvements, in accordance with the Broads Access Improvement Plan. (Approved by the Authority in July 2006 but deferred).


· Information Centres Interpretation - £20,000
Commencement of rolling programme of improvements to information centre interpretation.


· Mobile Information Centre - £20,000
Purchase and fit out of towed unit , including facilities for adaptable interpretive displays.

· Development of New Moorings at Hardley Cross and North Cove - £15,000
Priority projects identified in the Mooring Strategy.
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