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Purpose of the Report

1. 
To seek the Finance and Resources Committee’s approval to recommend, to the full Authority, the 2009/10 budget as described and to note the projections for the 2010/11 and 2011/12 financial years.

Strategic Planning Framework
2. 
The information and recommendations contained in this report are consistent with the Authority’s statutory purposes and its approved strategic planning framework, and in particular its objective ‘to manage all aspects of the Authority’s business so as to make the most effective use of our resources’ (Corporate Plan).
Introduction

3. 
This paper sets out the proposed budget for 2009/10, together with ‘indicative’ budgets for the subsequent two years.  The intention of this paper is to give members sufficient background to understand the process that has been followed, and to be able to question the allocations made within the draft budget.

The 2009/10 Grant Settlement and its impact
4.
The Authority received notification from Defra in December 2007 of settlement increases for the three financial years from 2008/09 to 2010/11; details are summarised in the following table:

	
	2008/09
	2009/10
	2010/11

	
	£
	£
	£

	Core Grant
	5,172,616
	5,320,362
	5,472,172

	SDF
	200,000
	200,000
	200,000

	Total
	5,372,616
	5,520,362
	5,672,172


5.
These figures have been used in the proposed budget and it is assumed  that the settlement will increase by 2.5% in 2011/12.  The impact of these assumptions is that based on current projections savings of £134k need to be identified in 2010/11 and £178k in 2011/12 in order to balance the budget; this level of savings is approximately the equivalent to the figure required to ensure that the salaries position does not exceed the 70% cap, and by dealing with the £134k this will have the effect of reducing the gap in 2011/12.    
The Budget papers
6.  
The budget process has resulted in the preparation of the following documents:
· The draft budget (Appendix 1): a balanced budget including these bids. Note that this is the 'net' budget, and shows, for example, Car Parking income net of operating costs and Retail income net of stock costs

· A full set of detailed bids, one for each programme, (Appendix 2);

· The recommended changes to the existing Corporate Plan objectives that these budget allocations would dictate (Appendix 3).
7. 
The draft budget (Appendix 1) is divided into three sections:

· Income from DEFRA ('National Park Grant')

· Employment and Central Costs

· Programmes

8. 
Of these, the first is self-explanatory, and the third is the sum of the detailed bids (Appendix 2). As in previous years, the report shows all staff costs within 'Central Costs'. Although the majority of staff costs relate directly to the delivery of programmes, the reasons for disaggregating them are:

(i) Salary costs are seen, at least in the short- to medium-term, as fixed costs. Existing staff have the flexibility to deliver other objectives or to change emphasis in delivery. 

(ii) Salary cost increases are composed of the nationally-agreed annual pay award and annual incremental movements up pay scales. There is therefore not always a straightforward link between changes in staff costs and the financial allocation to priorities. 

Requirements and assumptions within the budgeting process

9.  
The draft 2009/10 budget has been set based on two requirements:
· That it should balance: we shouldn’t spend more money than we will receive. However, because future grant settlements are likely to be very challenging, no systematic use of existing or anticipated reserves is proposed: what we spend in year will match our income for that period. ‘Systematic’ in this case means that reserves should not be used to fund the ‘fixed’ or continuing costs of the Authority, such as salaries, office costs and so on, because reserves shouldn’t be used to shore up the Authority in the long term.  The reserve provisions included at the foot of Appendix 1 relate to continuing projects that have already received approval at previous meetings of this Committee; more specifically the list includes the Go Dales Project, the Three Peaks Project, the Wide Area Network Replacement and the Peatland Project.
· That the proportionate relationship between staff costs and the National Park Grant should not exceed 70%, with opportunities being taken to manage costs where necessary through staff departures.  
10.
The budget itself has been prepared according to the following general assumptions:

· Staff costs: (i) That the 2008/09 national pay award will be finalised at 2.5%, and that the 2009/10 pay award will be 3.5% (ii) The staff ‘vacancy factor’ has been kept at 4%. (iii) The employer's contribution rate to the Authority's Pension Scheme will continue at 21.8%. (iv) National Insurance Rates are shown as unchanged.  However, from 1/04/2011 the rate will increase by 0.5% (approximately £18k a year), which will be taken account of when we are nearer to setting a detailed budget for that year.  In 2010/11 and 2011/12 it has been assumed that staff costs will increase by 4% (this includes increments and pay awards and that Planning Delivery Grant will no longer be received).  However, further work will be undertaken on these assumptions in the Autumn of 2009 and 2010 using the staffing data available at that time.
· The only ‘permanent’ cash reserve that the Authority will hold is the Audit-required contingency fund, currently at £250k which meets the target ‘5% of core grant income’ set in the Authority’s Treasury Management Policy. 
· The budget should reflect the Authority’s priorities, which were approved at the Authority meeting on 30 September 2008.  As in previous years, the emphasis is on ensuring that we stay on course to meet those of the Authority’s objectives that have a higher priority, acknowledging that we are not in a position to fund everything we would like to do. 

What the proposed budget is actually showing
11. 
The proposed budget (Appendix 1) records a number of detailed changes, comparing 2008/09 with 2009/10.
Core costs

12.
The first page of Appendix 1 shows the proposed changes to Employment and Central Costs.  Increases in Employment Costs relate to the combined effect of the national pay award and progression up pay scales, rather than to taking on more staff.  The percentage increase varies across departments depending on:

· How many staff in a particular department are already at the top of the pay scale for their job (so only the pay award applies).
· Whether any short-term contracts have come to an end.
· Assumptions about staff-related income.

13.
For a number of years support services costs have either been substantially reduced or remained the same (so they have ‘absorbed’ inflation, an effective reduction in what those budgets can buy).  However, the budgets for 2009/10 have been increased as there are a number of cost pressures on these budgets that cannot be met by making savings on other areas.
14.
The most notable increases are in relation to the Support Services, Office Accommodation and IT budgets.  The Support Services budget has been increased to cover unavoidable increases in Service Level Agreement and Corporate Subscription costs.  The Office Accommodation budget has increased because of the loss of income from charges made to other organisations for office space use.  The IT budget has increased as a result of the re-tendering of the contract for Wide Area Network Services (partly funded by reserves) and the requirement to upgrade a number of software systems which were originally funded by Implementing Electronic Government Grant (IEG).
Programmes

15.
The second page of Appendix 1 shows the proposed ‘programme’ spending.  
16.
For programmes identified as priorities, there are increases in spend on Biodiversity, Rights of Way and Farm Conservation (the latter relating to the proposed peatland project).  Elsewhere, there are what might be termed ‘natural’ decreases in Development Control (resulting from expected increases in income) and Climate Change (because of the one-off capital costs of the wood fuel boiler at Colvend this year).   As well as delivering all the existing objectives, these budgets will deliver six additional objectives relating to: Biodiversity (2); Climate Change (1); Development Control (2); and, Sustainable Development.  Details are set out in the relevant budget bids in Appendix 2. 
17.
Where we are aiming to maintain a good level of service or make steady improvements, budgets have generally remained static or seen inflationary increases.  The exceptions are the significant increases for Recreational Activity (for the ‘Go Dales’ project) and Toilets (to implement the recommendations of the recent Performance Improvement Review).  Members should also note that the net decrease for Sustainable Tourism masks a likely significant increase in spend but which is entirely offset by an increase in income from Yorkshire Forward.  This latter will deliver an additional objective from the National Park Management Plan. 
18.
For programmes where the Authority has indicated progress will be limited, budgets are again generally static or lower than this year.  The only exceptions being a very small increase in Access for All (to ensure we meet our relevant commitments under the Disability Equality Scheme) and Cultural Heritage.  Again, these budgets will enable all the current objectives to be achieved, with the exception of that relating to the Pennine Bridleway.  The date for completion of the route will have to be put back to March 2011 (from 2009) because of legal matters relating to route creation).
19.
Members will be pleased to note (see Appendix 3), that the proposed budget should enable the Authority to achieve:

· all its existing objectives to deadline (with the exception of the Pennine Bridleway, which will be delayed by non-financial factors);
· seven additional objectives all taken directly from the National Park Management Plan (6 relating to priority programmes and one to a programme where the Authority is looking to make steady improvements).  
RECOMMENDATIONS
20.
That Members:

(a)
Recommend the proposed budget for 2009/10 budget as set out in Appendix 1 for approval by the full Authority;
(b)
Recommend the consequent changes to the Authority’s objectives, as set out in Appendix 3; 

(c)
Note the projections for the 2010/11 and 2011/12 financial years in Appendix 1.
Irene Brannon

Senior Finance Officer

Richard Burnett

Head of Finance & Resources

19 November 2008
Background documents: 
none
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