Economy Policy Development Group
12 JANUARY 2023

2023/24 Budget Update

Cabinet Member Cllr Bob Deed, Leader and Cabinet Member for Finance
Responsible Officer Andrew Jarrett — Deputy Chief Executive (S151)

Reason for Report: The Local Government Finance Act 1992 places a legal
requirement on the Council to approve a balanced budget. The first draft of the General
Fund budget for 2023/24 indicated a deficit of £960k. This report updates that deficit
to the current position of £905k and proposes options to consider to achieve the
statutorily required neutrality.

RECOMMENDATION: That PDG Members review the options included within the
Appendices and recommend to Cabinet the way forwards, noting that if the
committee doesn’t support any options, alternative suggestions should be
made.

Relationship to Corporate Plan: To deliver the Council’s ongoing Corporate Plan
priorities within financial resources.

Financial Implications: The current budget for the General Fund shows a deficit of
£905k. This highlights the need to take steps to plan for further reductions to our
ongoing expenditure levels.

Budget and Policy Framework: The Council has an annual legal requirement to set
a balanced budget.

Legal Implications: None directly arising from this report, although there is a legal
obligation to balance the budget. There are legal implications arising from any future
consequential decisions to change service provision, but these would be assessed at
the time.

Risk Assessment: In order to comply with the requirement to set a balanced budget,
management must ensure that the proposed savings are robust and achievable. We
must also ensure that the assumptions we have used are realistic and prudent. Failure
to set a robust deliverable budget puts the Council at risk of not being able to meet its
commitments and casts doubt on its “going concern” and VFM status.

Equality Impact Assessment: No implications arising from this report.

Climate Change Assessment: The allocation of resources will impact upon the
Council’s ability to implement/fund new activities linked to climate change. Some
provision has already been included in the Capital Programme and General Fund base
budget in order to work towards the Council’'s Carbon Reduction Pledge.



1 Background and Introduction

11

1.2

1.3

Update reports have previously been taken through Cabinet on 1 November
and 29 November 2022. The latest update report is scheduled for 3 January
2023 showing the current shortfall position. Members are asked to refer to those
reports for the background.

This report provides an updated position across the General Fund and Capital
Programme following a detailed budgetary review. However, the budget
position is a moving feast as more information becomes available. One such
aspect is the outcome of the “Provisional Local Government Finance
Settlement: England, 2023 to 2024” published (19 December 2022). A summary
document will be shared with the Committee prior to the meeting.

A summary of the results of the budget section within the Residents Survey
recently undertaken will also be shared with the Committee prior to the meeting.
Members should consider this feedback when reviewing the movements in the
budget and when reviewing and identifying new budget options to propose to
Cabinet. All of the other feedback from the survey will be reviewed (including
any associated action plans) in a Cabinet report in February 2023.

2 2023/24 Budget Update — Revised Position

2.1

2.2

Following identification of the proposed options shown in the last Cabinet
update report, and updates to reflect known changes and assumptions, the draft
budget deficit for 2023/24 is £905k. Appendix 1 shows the movement at a
granular service level relevant to this committee.

The main reasons for the movement from the previously reported £960k
shortfall are:

o Significantly higher than expected rise in Energy costs covering the period
October 2022 to March 2024;

o Likely increase in Business Rates income following the national
revaluation — this is subject to further guidance and clarification from
Government, part of which forms part of the Local Government Funding
Settlement which will be published on 21 December 2022 (an update
paper will be provided prior to the meeting);

o Likely increase in the treasury returns — subject to finalisation of the Capital
Programme and borrowing/lending levels and approval of the 3 Rivers
Developments Ltd Business Plan;

o Increased staffing FTE to combat the need for expensive short term
agency cover;

o Updated recharges to and from the HRA based upon updated Salary
Estimates; and

o Updates to the assumed savings and pressures previously included.



2.3

2.4

2.5

2.6

2.7

2.8

There is still a way to go to balance the 2023/24 budget. Appendix 2 shows
further budget options for the Cabinet and the January Policy Development
Groups to consider.

Following consideration of the updated forecast position, and the feedback from
the Residents Survey, the committee is asked the following question in respect
of the services it is responsible for:

e Which services do you most want to protect from any budget or
service provision reductions, and which do you accept could be
reduced?

Officers have considered further savings options (collectively included within
Row C with Appendix 2). This can be used as a guide to where officers believe
further savings could be identified with least impact — note this does not mean
they have no impact, but could be considered the “least-worst” options. The
relevant service areas are:

Responsible | Service Area

Committee

Environment SPS09 Property Services Staff Unit

Environment SGMO01 Grounds Maintenance

Economy SPRO06 Economic Development

Community SES16 ES Staff Units/Recharges

Community SRS01 Recreation And Sport

Community SPRO3 Development Control

Community SCS22 Customer First

Cabinet SFPO1 Accountancy Services

Cabinet SFP04 /05 Purchase / Sales Ledger

Cabinet SRB03/04 /06 | Housing Benefit Admin & Fraud
Housing Benefit Subsidy
Debt Recovery

Cabinet SIT03 IT Information Technology

Cabinet SCMO02 Corporate Functions

Cabinet SHRO1 Human Resources

The request for you to indicate the areas that you wish to be most protected and
those where you feel a reduction could be achieved will be used to inform the
Vacancy Freeze: not filling vacancies arising in these services areas will be
considered as the first port of call against a targeted saving.

The committee is reminded that there is a budget shortfall and savings need to
be made somewhere. If none of these options are considered palatable, the
committee is asked to identify alternative options to the same value.

Both Cabinet and the PDG’s are also asked to identify any additional or
alternative savings options.



3 Capital Programme

3.1

3.2

3.3

3.4

The revised Capital Programme is included in Appendix 3. The overall Capital
Programme for 2023/24 is forecast at £98,375k, with the deliverable budget for
the year of £30,034k. The level of borrowing required in 2023/24 stands at
£20,304k, split £12,695k for the General Fund and £7,609k for the HRA. It
continues to include assumptions of significant 1-4-1 receipts and grant funding
to support the ambitious Housing Development programme within the HRA.

This includes the financial implications of the 3 Rivers Developments Ltd
Business Plan considered by the recent Scrutiny and Audit Committees. Once
the final Business Plan is approved, this will be updated as necessary.

The delivery of housing development will continue to be refined following further
work and the latest survey assessments, as will all projects.

The committee is encouraged to review the detailed investment proposals and
provide any comments / suggestions for Cabinet to consider.

4 Conclusion

4.1

Like all councils, Mid Devon is facing an ongoing and very challenging financial
future. The PDGs will continue to play a pro-active role in both reducing ongoing
service costs and exploring new possibilities to raise additional income. The
committee’s recommendations will be taken forward for consideration by
Cabinet in setting the 2023/24 budget in February 2023.

Contact for more information: Andrew Jarrett

Deputy Chief Executive (S151)
01884 234242
ajarrett@middevon.gov.uk

Paul Deal
Corporate Manager for Financial Services
pdeal@middevon.gov.uk

Circulation of the Report: Cabinet, Leadership Team
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