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Agenda Item 13

HERITAGE, CULTURE AND 1 SEPTEMBER 2015
LEISURE COMMITTEE

Is the final decision on the recommendations in this report to be made at No
this meeting?

URGENT: BUDGET MONITORING 2015/16 AND

MEDIUM TERM FINANCIAL STRATEGY 2016/17 ONWARDS

Final Decision-Maker Council: 2 March 2016

Lead Head of Service Head Of Finance & Resources
Lead Officer and Report Paul Riley

Author Head Of Finance & Resources
Classification Public

Wards affected All

This report makes the following recommendations to this Committee:

1. That the Committee note the outturn for 2014/15 and the position for 2015/16 as
at the end of June 2015.

2. That a reference is made by this Committee to Policy & Resources Committee
confirming agreement with the decision of the Policy and Resources Committee on
the strategic revenue projection and the capital programme, in so far as it affects
this Committee’s budget.

3. That the Committee requests an informal meeting with relevant officers to discuss
budget pressures and opportunities to provide savings to support the medium
term financial strategy and that the results of that informal meeting be reported
to the next meeting of the Committee for consideration.

4. That the Committee also requests that potential capital projects be informally
discussed at that meeting and that the results of that informal meeting be
reported to the next meeting of the Committee for consideration.

This report relates to the following corporate priorities:

The medium term financial strategy and the budget are a re-statement in financial
terms of the priorities set out in the strategic plan. It reflects the Council’s decisions
on the allocation of resources to all objectives of the strategic plan.

Timetable

Meeting: Date:

Heritage, Culture & Leisure Committee 1 September 2015
Policy & Resources Committee 23 September 2015
Policy & Resources Committee 16 December 2015
Heritage, Culture & Leisure Committee 5 January 2016
Policy & Resources Committee 24 February 2016
Council 2 March 2016
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URGENT: BUDGET MONITORING 2015/16 AND

MEDIUM TERM FINANCIAL STRATEGY 2016/17 ONWARDS

1. PURPOSE OF REPORT, EXECUTIVE SUMMARY AND REASONS FOR
URGENCY

1.1 This report provides a financial analysis of the recent outturn for 2014/15,
the current performance in the first quarter of 2015/16 and the recently
agreed draft medium term financial strategy for 2016/17 onwards. The
information is provided specifically where these three issues affect the
Heritage, Culture and Leisure Committee.

1.2 The intention of the report is to inform the Committee of its current financial
position so as to enable the Committee to consider options for supporting
the Council’s need to make saving in future years and the Committee’s need
to resolve its current budget pressures.

Reason for Urgency

1.3 This report is considered urgent because the decisions in relation to the
medium term financial strategy must be made during this cycle so that a
reference back to Policy & Resources Committee can be given in time for
consideration alongside the proposals for public consultation on the
strategy.

2. INTRODUCTION AND BACKGROUND

Qutturn 2014/15

2.1 The revenue outturn for the financial year ended 31 March 2015 was
reported to Policy & Resources Committee on 29 July 2015. This report
detailed financial performance during 2014/15 for all services. The report
required a contribution of £22,000 from balances to be agreed so that all
actions previously agreed by Council and Cabinet during 2014/15 could be
completed. No underspend was available to carry forward, beyond the sums
that had received prior approval by Cabinet in April 2015.

2.2 The financial information set out in that revenue outturn report can be
summarised by committee as set out in table 1 below:

Commiittee Estimate Actual Variance
£ £ £

Policy & Resources 11,664,440 | 10,749,096 915,344
Communities, Housing & Environment 8,816,010 9,165,320 -349,310
Heritage, Culture & Leisure 590,710 682,171 -91,461
Strategic Planning, Sustainability & Transport 113,730 -228,634 342,364
Use of Balances & Reserves -2,068,140 -1,229,060 -839,080
19,116,750 | 19,138,893 -22,143

Table 1: 2014/15, outturn compared to budget analysed by service committee.
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As can clearly be seen from the table, the Heritage, Culture and Leisure
Committee reported an overall adverse variance of £91,461 against a net
budget of £590,710. This is an adverse variance of 15.5%.

2.3 The report detailed the major services that contributed to the adverse
variance for this Committee as follows:

a) Income levels had not achieved target and additional costs had been
incurred in Mote Park, totalling £61,000;

b) Lower than expected income and increased maintenance costs at the
Museum created an adverse variance of £45,000;

c) Also reported throughout the year was the unmet income target for the
crematorium. This service ended the year with a reported over spend of
£64,000.

2.4 Additionally some service areas reported smaller but positive variances,
such as:

a) The Cemetery, where additional income and lower levels of maintenance
meant an under spend of £22,000;

b) Community Halls, where funding for works at Beechwood Hall were not
utilised in year;

c) Cultural Development, where unused external grant was not utilised in
year.

2.5 In the main the positive variances related to budgets that support external
grants or charities such as Cobtree Manor Park. As such the Committee is
unable to utilise this money for its own purposes.

2.6 The Outturn Report to Policy & Resources Committee recognised the risk
that the variances represent to the Council and these services will be closely
monitored as part of that Committee’s quarterly budget monitoring work.

First Quarter Results and Forecast 2015/16

2.7 Attached at Appendix A is a report on the current budget and the position
in relation to the first quarter of 2015/16, to June 2015. The appendix
details net budget per cost centre for this Committee. The full analysis of all
services will be reported to the next meeting of the Policy & Resources
Committee.

2.8 The columns of the table in the Appendix show the following detail:

a) The cost centre description;

b) The value of the total budget for the year;

c) The amount of the budget expected to be spent by the end of June
2015;

d) The actual spend to that date;

e) The variance between expected and actual spend;
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f) The forecasted spend to year end; and
g) The expected significant variances at 31 March 2016.

2.9 Appendix A shows that of an annual budget of £666,458 the expectation is
that £375,753 would be spent in the first quarter of the year. This profile is
not unusual with leisure facilities where the summer period at the start of
the year sees the majority of activity.

2.10 At this point in time the budget is reporting an under spend of £84,252
however the forecast for year-end shows that this does not reflect the likely
outcome at 31 March 2016.

2.11 The key budgets that are likely to require careful attention during the year
are the Museum and Mote Park and the Committee can expect that
decisions will be required to enable the control of these services within
budget. The full list of services that are currently expected to report
significant variances at year end are listed in Appendix A and a brief detail
of the circumstance in each case is also set out in the appendix.

Strategic Revenue Projection 2016/17 to 2020/21

2.12 The Policy and Resources Committee on 29 July 2015 also considered an
initial report on the medium term financial strategy for the period 2016/17
to 2012/21. The Policy & Resources Committee’s decisions are set out at
Appendix B to this report and the full report can be viewed on the agenda
for that meeting.

2.13 Based on the decisions of the Policy & Resources Committee, this report
asks the Committee to consider the factors as they relate to the
Committee’s services and respond to Policy & Resources Committee request
for feedback.

2.14 The report to Policy & Resources Committee requested the approval of a
strategic revenue projection to enable budget planning to progress. The
officer recommended projection was approved and it took into account the
following factors in relation to the Council’s available resources:

a) Business Rates: That the Council would continue to be a member of the
Kent Business Rates Pool, an arrangement that is likely to benefit the
Council by enabling the retention of up to £400,000 of business rates
growth that would otherwise have been transferred to central
government;

b) Revenue Support Grant: Following the Chancellor of the Exchequer’s
emergency budget it is clear that local government can expect renewed
pressure on resources as part of the continued austerity programme.
The assumption is currently that the Council can expect to lose a further
£1m from its revenue support grant in 2016/17 with the grant falling to
zero by 2019/20;

c) Council Tax Levels: The current prediction is for there to be a 2.49%
increase in council tax each year. This is the aggregate of a 1.99%
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d)

increase in the council tax charge and a 0.5% increase in the tax base
(chargeable dwellings);

Locally Derived Income: This has been held at the current level in the
projection although there is an expectation in the Council’s policy on
fees and charges that there will be appropriate consideration of an
increase at least in line with inflation, where appropriate.

2.15 In addition factors that create budget pressures were also taken into
account in developing the strategic revenue projection. Where those
pressures create implications for this Committee the details are as follows:

a)

b)

)

Employee costs: In the emergency budget the Chancellor of the
Exchequer announced actions that will have an impact on the employee
costs of the council. The two main issues impacting the council are:

+ Funding for a 1% annual increase in public sector pay over the
period of the current parliament; and

* Anincrease in the national living wage to £9 per hour by 2020.
This included an increase to £7.20 in 2016/17.

These two issues will cause a budget pressure for all committees and
officers are reviewing the longer term implications of the increase in the
national living wage to £9.00. Policy & Resources Committee approved a
planned increase in employee costs of 1.7% to allow for both factors
and the potential cost of incremental increase for some employees.

Inflation Increases: For the majority of service budgets and for over a
decade the Council has set a policy of zero inflation in order to ensure a
regular pressure on all services to promote efficiency. Where there are
contractual or unavoidable commitments that include inflationary
increases then these values are specifically set as a budget pressure.
For this Committee this would include the contract with Parkwood
Leisure for the Hazlitt Theatre and items such as energy costs or
business rates for buildings such as the Museum.

Single Tier Pension Arrangements: From the commencement of the tax
year 2016/17 the government is changing the state pension
arrangement. As set out in previous medium term financial strategies
the intention is to pay a single tier pension to all contributors. This will
increase national insurance contributions for the Council as an employer
and for all employees as the ability to “contract out” of some national
insurance because of the local government pension scheme will be
removed

2.16 These pressures have been set against the current resources utilised by this
Committee’s services and the current budget for those services. Set out at
Appendix C to this report is a strategic revenue projection that
approximates this Committee’s share of the overall shortfall in resources
that was reported to Policy & Resources Committee.
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2.17 This shows that this Committee will utilise more resources than its allocation
in future years. The need to find savings for the Council as a whole and the

approximation of the share that can be expected on an apportioned basis

from this Committee is set out in the table below:

2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | Total

£,000 £,000 £,000 £,000 £,000 £,000

Council Savings Target 1,632 791 713 526 103 | 3,765
Apportioned to HCL 19 89 85 78 57 328

Table 2: Apportioned savings target per financial Year

2.18 When considering these figures and the actions that might be taken to
resolve the need to identify savings, the Committee should bear in mind
that the Council will look to support areas that are its key priorities and
expect greater contributions from other areas. While there are priorities that
are directly provided by this Committee’s services they are not the two

highest priorities, based on public opinion. The public consultation on the

Strategic Plan 2015 - 2020 showed that key priorities for the public are:

* Providing a clean and safe environment; and

e Securing improvements to the transport infrastructure of our

borough.

2.19 In any circumstance it is essential that the Council is prepared for the future

loss of financial resilience as set out in this report and in more detail in the

report to the Policy & Resources Committee. For this reason all service
committees have been requested to consider the strategic revenue

projection and provide views back to the Policy & Resources Committee on

its accuracy and options to balance expected resources and expenditure.

Capital Programme 2016/17 to 2020/21

2.20 The capital programme, also considered by the Policy & Resources
Committee on 29 July 2015, includes schemes that provide additional assets

for this Committee.

2.21 Funding for the programme remains consistent with previous decisions of

Council in that the majority of the resources come from the New Homes
Bonus receipts available to the Council along with a small grants budget and

a small number of receipts from asset sales. Previous decisions of Council
and Cabinet have directed the use of New Homes Bonus on infrastructure
projects where these are required by the infrastructure delivery plan that

forms part of the Local Plan.

2.22 The current programme includes resources for the following schemes:

a) Play Area Improvements: Elsewhere on this agenda the Committee has
been provided with an update on this scheme. This scheme has funding
of £1.75m evenly spread over the period 2015/16 to 2017/18.

b) Mote Park Enhancements: The Committee has considered schemes to

provide resources to enable enhancements to Mote Park and to support
the funding of ongoing revenue costs in the Park. These resources form
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part of the commercialisation budgets within the capital programme and
are allocated in accordance with a prioritise project list.

2.23 The Policy & Resources Committee wishes to consider schemes that service

committees may wish to propose, where these schemes meet strategic
priorities and provide a suitable business case. Should the Committee wish
to consider any future schemes they may put them forward for
consideration.

3.1

3.2

3.3

AVAILABLE OPTIONS

In its decision the Policy & Resources Committee approved the strategic
revenue projection for the whole Council and the projection set out at
Appendix C is extracted and apportioned to this Committee’s services from
that overall projection. The Committee also requested that the services
committees review the medium term financial strategy and feedback their
views of the resources and budgets available. Of special interest to Policy &
Resources Committee are proposals from services committees on how to
find savings of £1.6m in 2016/17 and in total £3.8m over the five year
period 2016/17 to 2020/21.

The Committee should consider the requests of Policy & Resources
Committee to review the factors set out in the revenue and capital budget
assumptions.

In addition the Committee should consider its approach to identifying
contributions towards the savings requirements as set out in table 2 in
paragraph 2.17. It is possible for the Committee to put forward no options
for savings and to request consideration of the budget pressure it is facing
from the Museum and Mote Park. While the pressures might be considered
to be an appropriate use of savings identified by this Committee it will
remain necessary to consider further options to make savings immediately
as well as in the medium term (up to five years).

4.1

4.2

PREFERRED OPTION AND REASONS FOR RECOMMENDATIONS

It is recommended that the Committee approve the factors used in the
agreed strategic revenue projection as they are the best estimates available
from the information known to date. During the remainder of this financial
year, as the strategy develops and more accurate information becomes
available, it is still possible to amend the factors and the overall plans up
until the Council meeting that will approve the 2016/17 budget in March
2016.

In considering options for savings the Committee should be aware that
while proposals will be put forward for consideration they may need to be
considered confidential in nature and may not gain full support from all
committee members. For this reason it is recommended that the Committee
meets informally with service managers to consider options for savings that
will improve value for money service delivery or reductions in non-priority
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4.3

service delivery. Once the Committee is satisfied with the proposals that it
wishes to submit they can be referred to Policy & Resources Committee.

Finally the Committee should request proposals from officers for capital
projects that it may wish to then put forward for inclusion in the developing
capital programme.

5.1

5.2

CONSULTATION RESULTS AND PREVIOUS COMMITTEE FEEDBACK

This report is an initial stage report in the development of the medium term
financial strategy and the budget for 2016/17. Using the decisions made
from the Committee’s consideration of this report information will be
provided to Policy & Resources Committee for inclusion in their preparations
for public consultation. Once this is complete public consultation will
commence late October 2015 or early November 2015.

This Committee’s final opportunity to consider the medium term financial
strategy and budget for 2016/17 will be on 5 January 2016 and feedback
from consultation and other stakeholder’s views will be included in that
report along with final details relating to approved savings proposals.

6.1

6.2

NEXT STEPS: COMMUNICATION AND IMPLEMENTATION OF THE
DECISION

Information on this decision will be passed back to the Policy & Resources
Committee for their consideration when preparing the budget consultation
for this year.

If the recommendations are agreed this Committee will work with relevant
officers to develop savings and growth proposals to submit to a later Policy
& Resources Committee so that all final proposals can be considered in the
light of the Chancellor of the Exchequer’s autumn statement and the local
government finance settlement in December 2015.

CROSS-CUTTING ISSUES AND IMPLICATIONS

Issue Implications Sign-off

Impact on Corporate It is the purpose of the medium Head of
Priorities term financial strategy (MTFS) to Finance &

allocate resources to the priorities Resources
in the strategic plan, including the
allocation of resources to other
plans and strategies developed to
achieve those outcomes.

Risk Management Matching resources to priorities in Head of

the context of the significant Finance &

28




pressure on the Council’s resources
is @ major strategic risk. The MTFS
is improved each year to enhance
its resilience and effectiveness. The
MTFS is considered by Policy &
Resources Committee, all service
committees, the Audit Governance
& Standards Committee and
Council.

Specific budget risks and
opportunities are identified in the
main body of the report, especially
the consideration of the factors in
the strategic revenue projection.

Resources

Financial

The budget strategy and the MTFS
impact upon all activities of the
Council. The future availability of
resources to address specific issues
is planned through this process. It
is important that the committee
gives consideration to the strategic
financial consequences from the
recommendations in this report.

Head of
Finance &
Resources

Staffing

The process of developing the
budget strategy will identify the
level of resources available for
staffing over the medium term and
the proposals include adequate
resources to meet current plans.

Head of
Finance &
Resources

Legal

The Council has a statutory
obligation to set a balanced budget
and development of the MTFS and
the strategic revenue projection in
the ways set out in this report
supports achievement of a balanced
budget.

Head of
Finance &
Resources

Equality Impact Needs
Assessment

The report sets out a policy that will
have a positive impact as it will
enhance the lives of all members of
the community through the
provision of resources to core
services. In addition it will affect
particular groups within the
community.

Head of
Finance &
Resources
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It will achieve this through the
focus of resources into areas of
need as identified in the Council’s
strategic priorities.
Environmental/Sustain | No specific issues arise Head of
able Development Finance &
Resources
Community Safety No specific issues arise Head of
Finance &
Resources
Human Rights Act No specific issues arise Head of
Finance &
Resources
Procurement No specific issues arise Head of
Finance &
Resources
Asset Management Resources available for asset Head of
management are contained within Finance &
the strategic revenue projections Resources
and capital programme set out in
this report.

8. REPORT APPENDICES
The following documents are to be published with this report and form part of the
report:

Appendix A: First Quarter 2015/16 Budget Monitoring Report

Appendix B: Decision of Policy & Resources Committee 29 July 2015

Appendix C: Strategic Revenue Projection 2016/17 to 2020/21 - Heritage,
Culture & Leisure Committee.

9. BACKGROUND PAPERS

None
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APPENDIX A

HERITAGE, CULTURE AND LEISURE COMMITTEE

BUDGET POSITION TO 30 JUNE 2017

BUDGET MONITORING REPORT 2015/16

Cost Cent Total Current  Actual Forecast Detail
ost tentre Budget | Budget Spend Variance | Forecast Variance etal
£ £ £ £ £ £
Cultural Development Arts 20,540 5,100 939 4,161 20,540 0
The zero based budgeting exercise and current
_ management view regarding the service suggest a year
Museum 259,960| 108,901| 108,138 764| 319,960, -60,000 end overspend of £65,000 from all Museum based
services
Carriage Museum 21,660 10,392 12,302 -1,910| 21,660 0
Museum-Grant Funded Activities| 6,220 -1,527| -7,728 6,201 6,220 0
Hazlitt Arts Centre 284,770 92,567| 97,402 -4,836| 284,770 0
Festivals and Events 437| 12,186 4,046 8,140 437 0
Lettable Halls 980 -64| -1,446 1,382 980 0
Community Halls 63,900/ 20,175| 26,315| -6,140| 63,900 0
Cultural Development Sports 60,110| 13,499| 10,186 3,314| 60,110 0
The contractual arrangement with the Leisure Centre
Leisure Centre -181,430| -45,358| -53,358 8,000(-191,430| 10,000|provides for a profit share arrangement which is in force
for the contract currently
This represents the Council's share of the golf course
Cobtree Golf Course -73,550| -59,182| -51,097| -8,085| -57,550| -16,000|(2/9ths) and given the poor summer performance the
income losses are likely to continue for the year.
Parks & Open Spaces 69,170| 32,991 22,566, 10,425| 69,170 0
River Park 41,830| 10,016 3,202 6,814 41,830 0
Playground Improvements 32,520 5,006 3,430 1,576| 32,520 0
Parks Pavilions 23,400 5,842 3,661 2,181 23,400 0
A predicted shortfall in income acheivement is reflected
Mote Park -37,970| -7,441 -581 -6,860| 14,030| -52,000(in the year end variance. This matches the year end
outcome in 2014/15.
Cobtree Manor Park -111,950| 20,908 8,846 12,062|-111,950 0
Kent Life -3,730 630 3,348 -2,718| -3,730 0
Cobtree Manor Park Visitor Cent| 0 0 0 0 0 0
Allotments 16,540 0 0 0| 16,540 0
Tourism 51,100 10,973| 14,161| -3,188| 51,100 0
Conference Bureau -23,000| -15,920| -26,562| 10,642 -8,090| -15,000| € Confernece Bureau income does not cover the
overall cost of the service
Museum Shop -23,430 -5,930 -4,038 -1,892| -18,430 -5,000|See earlier comment relating to the Museum
Leisure Services Other Activities| 33,390 0 919 -919| 33,390 0
Cemetery -78,720 5,638, -6,116| 11,754| -78,720 0
National Assistance Act -490 -122 685 -807 -490 0
The crematorium did not achieve its income target in
Crematorium -790,910| -82,243| -69,132| -13,110(-738,910| -52,000({2014/15. This is reflected, along with additional
expenditure assumptions, in the forecast.
Maintenance of Closed Churchya 5,000 1,249 0 1,249 5,000 0
Market -175,530| -39,816| -34,064| -5,752|-175,530 0
Parks & Leisure Services Section| 224,510 46,876| 40,055 6,821| 224,510 0
Cultural Services Section 599,061| 142,002| 104,313 0

37,31 599,061




APPENDIX A

HERITAGE, CULTURE AND LEISURE COMMITTEE
BUDGET MONITORING REPORT 2015/16

BUDGET POSITION TO 30 JUNE 2017

Cost Cent Total Current  Actual Forecast Detail
ost tentre Budget | Budget Spend Variance | Forecast Variance etal
£ £ £ £ £ £

Maidstone Culture & Leisure Sec| 124,610| 31,075| 26,068 5,007| 124,610 0
Bereavement Services Section 152,200| 38,496| 37,503 993| 152,200 0
Market Section 75,350 18,834 17,538 1,296 75,350 0

666,458 | 375,753 | 291,501 84,252 | 856,458|-190,000
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MAIDSTONE BOROUGH COUNCIL

RECORD OF DECISION OF THE POLICY AND RESOURCES
COMMITTEE

Decision Made: 29 July 2015

MEDIUM TERM FINANCIAL STRATEGY 2016/17 ONWARDS

Issue for Decision

To give initial consideration to a Medium Term Financial Strategy for
2016/17 and beyond.

Decision Made

1) That, for planning purposes, a council tax increase of 1.99% be
agreed for the development of the medium term financial strategy;

2) That the officer recommended strategic revenue projection as set
out in Appendix C to the report of the Head of Revenues and
Resources be agreed for submission to all Service Committees for
their consideration and respond back to this Committee on the
factors outlined;

3) That the current capital programme be advanced by one year as set
out in Appendix D to the report and agreed for planning purposes;
and

4) That all Service Committees be requested to consider possible
submission for the future capital programme.

Should you wish to refer this decision to Council, please submit a Decision
Referral Form, signed by five Councillors, to the Head of Finance and
Resources by: 6 August 2015
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APPENDIX C

HERITAGE, CULTURE AND LEISURE COMMITTEE

BUDGET STRATEGY 2016/17 ONWARDS
REVISED REVENUE PROJECTION

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21
£,000 £,000 £,000 £,000 £,000 £,000

AVAILABLE FINANCE |

99 REVENUE SUPPORT GRANT 61 38 18 0 0

127 RETAINED BUSINESS RATES 130 132 135 137 140
226 191 171 152 137 140
226 COUNCIL TAX 231 237 243 249 255
452 BUDGET REQUIREMENT 422 407 395 386 395
2,696 OTHER INCOME 2,696 2,696 2,696 2,696 2,696

[ 3,148 TOTAL RESOURCES AVAILABLE 3,118 3,103 3,091 3,082 3,091

EXPECTED SERVICE SPEND |

3,115 CURRENT SPEND 3,148 3,118 3,103 3,091 3,082

INFLATION INCREASES
33 PAY AND INFLATION INCREASES 79 75 73 69 66

NATIONAL INITIATIVES

SINGLE TIER PENSION ARRANGMENTS 20
3,148 TOTAL PREDICTED REQUIREMENT 3,247 3,193 3,176 3,160 3,148
0 ANNUAL SAVINGS TARGET 129 89 85 78 57 |
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