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	Summary:
This report present two budgets for consideration by the Broads Authority, having regard to the outputs from the tolls workshop in September and the recommendations of the Navigation Committee at its meeting on 23 October. The first assumes an overall increase in tolls of 9%, and the second an increase of 6%. Mindful of the present economic climate, the report recommends that the Authority adopts the latter, but sets out the implications for the Authority’s operations of a lower income base and consequent reduction in expenditure.
Recommendations: 

(i)
That version B of the revised budget for 2008/09 as appended to this report, be adopted.

(ii)
That the Authority adopts a budget for 2009/10 which would allow for an overall 6% increase in tolls for private and hire craft with a reduction of 1% in income to accommodate reduced charges for the smallest entry level craft.


1
Introduction

1.1
This report presents the draft Navigation Account budget for 2008/09 (revised) and 2009/10.

1.2
The budget has been informed by the following work:

· the outputs from the tolls workshop held on 30 September 2008, details of which are set out in a separate report; and

· the detailed costs drawn up in 2007, building on the reports of the private sector consultants PKF on the due diligence of the May Gurney operation and financial projections for the period up to 2010/11.

1.3
In drawing up the budget, officers have also had regard to the following important issues and considerations:

· the need to sustain the impetus of improvement maintained over the past few years, especially on the backlog of dredging as a result of the transfer of the former May Gurney operation;

· the existing deficit and the need to work towards a balanced budget;

· the uncertainty about the availability of National Park Grant after March 2011, and the consequential effects if this is discontinued;

· the level of Navigation Account Reserves, which are close to their minimum recommended level; 

· employee costs, which are continuing to increase in excess of inflation; and

· importantly, the difficult economic climate, and likely effect of this on Broads businesses over the next 12 months and beyond.

1.4
There is therefore a difficult balancing act for the Authority in seeking to be prudent and realistic in its budgeting whilst at the same time seeking to maintain, and if possible build on, the good work which has been carried out in recent years.

1.5
Two versions of the budget are presented, as follows:

· Version A, which assumes an overall increase in tolls of 9%, in accordance with the strategy adopted by the Authority in 2007 when it was anticipated that increases of 9% would be necessary in 2009/10 and 2010/11 in order to sustain the higher level of dredging and maintenance as a result of the acquisition of the Dockyard Team, bring income and expenditure into balance and maintain Reserves at an appropriate level; and


· Version B, which assumes an increase in tolls of 6% across the board for private and hire craft, as recommended by the Navigation Committee.

1.6
In order to maintain the balance between income and expenditure, and to maintain reserves at an appropriate level, a number of savings/adjustments have been made to the budgets in Version B, both in the 2008/09 revised budget and the budget for 2009/10. Where these are significant, they are highlighted and explained in this report.

2
Revised Budget 2008/09

2.1
The detailed proposals for this year’s budget – together with the proposals for 2009/10 – are appended.

2.2
Navigation Account Reserves stood at £506,285 as at 31 March 2008, including £106,053 deferred project expenditure from 2007/08.

2.3
The original budget for 2008/09 projected a deficit of £128,000. The slippages from 2007/08 increased this to £234,053.

2.4
Version A of the revised budget would result in a deficit of £229,470 and reduce Reserves to £276,815 as at 31 March 2009. Version B would result in a deficit of £150,627, and reduce Reserves to £355,658.

3
Income

3.1
When the original budget for 2008/09 was drawn up, it was decided to reduce the predicted income from private craft by £40,000, as a prudent provision for the potential effects of the Boat Safety Scheme. In fact this income has fallen below the budgeted figure, whilst income from hire craft has held up well and is above the level budgeted.

3.2
The net effect is that projected total income has been amended to £2,224,600, an increase of £5,800.

4
Expenditure

4.1
Salary costs have been reduced in Version B in recognition of the recent 2.45% awarded to local government staff for 2008/09 (3% was budgeted). However the trade unions are seeking a higher settlement and the matter has been referred to arbitration. In the event that the award is increased, this will have an impact on the budget.

4.2
Total Corporate Services costs have been increased by £14,328 in Version A, as a result of increased employee costs and legal fees, and by £6,032 in Version B. This is because the Navigation Account contribution to the costs of the GIS Support Officer (marked in the budget as Additional IT Support) has been dropped. This service will still be provided, but no charge will be made. In addition £7,000 has been added to Version B to cover the costs of the recent Tolls Review workshop (approximately £2,000) and those of a further review of tolls between now and March 2009.

4.3
Total Waterways costs have been reduced by £13,111 in Version A and by £83,658 in Version B. Significant changes are highlighted below.

4.4
Landowner Payments within the dredging budget have been reduced by £19,495 as a result of the failure to conclude arrangements.
4.5
Acquired Dredging Operations costs have been increased by £12,814 in Version A, and reduced by £23,593 in Version B. The increase is largely because the provision of £40,000 income from the General Account has been removed from the budget, and the income from external dredging and piling work reduced from £20,000 to £10,000.

4.6
In Version B the Contingency sum of £31,000 has been reduced to £10,000. This sum was included in the budget on the recommendation of the external accountants PKF, in the event that any unforeseen expenditure should arise as a result of the transfer of the dockyard operation. Since it is now over 12 months since the transfer took place, it is increasingly unlikely that any unplanned routine expenditure will come to light.

4.7
Within the Moorings and Yacht Stations heading, Piling and Maintenance of Moorings has been reduced from £39,865, which included deferred expenditure for work at Beccles, to £20,000. (The work at Beccles will now be carried out during the summer of 2009).
4.8
The Navigation Works and Maintenance budget has been increased by over £50,000, largely as a result of coding adjustments to the salary budget. These have resulted in a consequential decrease in Patrolling salary costs. In addition savings have been made to the Notice Boards and Channel Marking budget and, in Version B, vehicle costs have been reduced by £10,000.
4.9
Under Patrolling, a saving of £20,000 has been achieved by not making a contribution to the Vessel Replacement Fund. The Fund currently stands at over £150,000, and there are no plans to acquire new vessels in the foreseeable future.

5
Budget 2009/10

5.1
Two versions of the draft budget for 2009/10 are presented:
· Version A is based on an assumed total income of £2,372,100, an increase of 6.6%, which is marginally below the figure reported to members in 2007 as being necessary to sustain services at their existing levels; and


· Version B is based on an assumed total income of £2,289,600, an increase of 2.9%.

5.2
The calculation of toll income is explained in greater detail in the separate report.
5.3
Members will recall that the Additional National Park Grant from Defra, available to support dredging projects with conservation benefits, will reduce from £250,000 to £200,000 in 2009/10. This will inevitably impact to some degree on the amount of money available for front-line delivery of services, though the continuation of the grant is clearly to be welcomed.

5.4
Total net expenditure is planned at £2,572,818 in Version A, a decrease of £131,252 (4.9%), and £2,511,678 in Version B, a decrease of £113,549 (4.3%), albeit from a lower baseline.
5.5
This would result in deficits of £718 for Version A and £22,078 for Version B, leaving Reserves at £276,097 and £333,580 respectively.
5.6
Running costs (which include most Support Services costs) have been increased by 3.0%. Net salary costs have then been reduced by 2.0% as a Staff Turnover Allowance in order to compensate for the savings which tend to be made as staff leave during the year – more often than not – are not immediately replaced.

6
Expenditure

6.1
In order to reduce the previous deficit, and maintain Reserves at an acceptable level, expenditure has been set at minimum levels. Any further cuts over and above those made would have a severe impact on operational delivery.

6.2
Corporate Services costs have been reduced, despite the fact that service costs have generally been increased by 3.0%. This is partly because no provision has been made for Private Bill costs in 2009/10.

6.3
The Authority is scheduled to move into its new green offices on the banks of the River Wensum on 8 December.  Dragonfly House, as the new headquarters will be called, will greatly improve the facilities for visitors to the building, provide meeting facilities for the Authority and its committees, and bring together the key public agencies with a responsibility for the management of the Broads Environment.  The co-location with the Environment Agency and Natural England will also allow the sharing of costs for common areas and some services, such as the facilities management.

6.4
Defra is funding the fit out costs for the building, and paying for the purchase of a new telephone system, the relocation of the radio mast, legal and property fees, purchase of furniture and removal and other expenses.  Defra has also provided an extra £150,000 per annum towards the costs of the higher rent.  The net result is that only a very small increase of £13,000 has been made in the Office Accommodation: Rent, Rates and Water budget to cover the Navigation Account contribution to the running costs of the new offices.  This budget line will include the Landlord Estates Charge and FM (Facilities Management) costs, as well as rent, rates and water charges, and the increase will be partially offset by a reduction in the Repairs and Overheads and Car Parking budgets.  There will be other savings which are difficult to quantify at this time, for example a reduction in the telephone costs as a benefit from the new telephone system, and an increase in productivity and a reduction in costs as a result of having the Authority’s meetings on site and an FM service.

6.5
The design of a mooring for outside the building is proceeding but how much of the cost can be funded from the Defra grant will depend on the final outcome of some of the other budget lines.

6.6
Landowner Payment costs have been further reduced from £61,200 to £40,000.

6.7
Acquired Dredging Operation costs have been reduced by £54,428 in Version A, partly through a saving in salary costs as a result of the retirement of two existing members of staff, one of whom will not be replaced.

6.8
Further savings have been achieved in version B, through reducing the Contingency Sum from £32,000 to £20,000 and a contribution of £20,000 from the General Account for mud pumping work which will be carried out by the Dockyard Team at a number of sites, including (subject to appropriate permissions being obtained) Ormesby Broad.
6.9
Against this an increase has been allowed for salary costs on the assumption that a further pay award will be made to the team in July 2009 at present levels. Negotiations will be held with the team with a view to harmonising pay and conditions, but until such time as agreement has been reached it would be prudent to budget at existing levels.

6.10
The provision of £40,655 in the 2008/09 budget for Piling and Maintenance of Moorings (Additional Projects) has not been carried forward to 2009/10. This money will be spent on the purchase of pontoons for the Dutch Tea Gardens site.

6.11
A saving will be achieved to the Navigation Works and Maintenance Salaries budget as a result of the non-replacement of a Navigation Works Technician who retires in early 2009.

7
Reserves

7.1
The Authority’s strategy as set out in the latest Business Plan is to maintain Navigation Account Reserves at a minimum of 10% of net expenditure or £200,000 whichever is the greater.

7.2
The projections in Version A of the budget will maintain a level of Reserves just above this limit for the next 18 months, whilst Version B provides more of a ‘cushion’. However the reduction in the income base will make it more difficult in future to maintain at minimum a balanced and ideally a surplus budget, which will be necessary if the Authority is to built up its Reserves in the eventuality that the Additional National Park Grant is discontinued after 2010/11.

8
Summary

8.1
Officers have prepared for members’ consideration budgets which are considered to be prudent and realistic but which at the same time seek to maintain the impetus of the good work which has been carried out in recent years, especially with regard to dredging and maintenance of the navigation.

8.2
In this respect the savings achieved over the first six months of the dockyard operation were extremely encouraging, and suggest that the Authority made a sound financial and operational investment in acquiring the operation. Further savings will be made through closer working between the dockyard and navigation works teams, providing opportunities for economies of scale and cost saving through not appointing new staff to posts when officers retire.

8.3
Having said this, officers are acutely conscious of the potential impacts of the current economic downturn, and therefore recommend that the Authority adopts Version B of the budget, which would involve an increase in tolls of 6% only for both private and hire craft. In order to achieve this net savings of £78,843 have been made to the 2008/09 revised budget, and £61,140 to the 2009/10 budget. There is however very little if any scope for further savings, and any further cutbacks beyond these would impact significantly on service delivery.

8.4
The result of this is that the Authority is close to projecting, for the first time in a number of years, a balanced budget in 2009/10. This will be necessary if the Authority is to build up a ‘cushion’ in the eventuality that the Additional National Park Grant is discontinued after the present three year award. However as already noted the reduction in the income base will make this more difficult to achieve, and may have implications for the level of toll increase in 2010/11 and beyond.

8.5
Officers will continue to hold discussions with Defra to stress the importance that the additional grant award is continued, and if possible built into the Authority’s core funding, and to highlight the benefits and outputs which are achieved as a result of this money.
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