ABERDEEN CITY COUNCIL

COMMITTEE: Resources Management DATE: 25 November 2008
REPORT BY CHIEF EXECUTIVE & CITY CHAMBERLAIN

FINANCIAL STRATEGY - 2009/10 REVENUE BUDGET

1. PURPOSE OF REPORT
The purpose of this report is to:-

a) inform members of the current and forecast position regarding the
Council’s financial position.

h) seek members, agreement to a range of service and financial changes
which should be recommended to Council for approval in December
2008, in order to balance the 2009/10 revenue budget

) seek members’ agreement on arrangements for fully balancing the
revenue budget, to the extent of any shortfall not dealt with in the
December meeting.

d) seek members’ agreement to a range of measures designed to
improve future budget setting and monitoring.

2. RECOMMENDATION(S)
That members note:-

a) The results of the 2007/8 outturn for revenue expenditure as
compared to the approved budget for that year (Appendix 1)

b) The latest forecast for 2008/9 of revenue expenditure compared to the
approved budget. (Appendix 2)

¢) The current forecast of expenditure and income for 2009/10 and the
need to achieve savings of at least £25m to balance the budget for that
year.

d) The latest estimate of working balances and other reserves as at the
end of 2008/9 and the key financial risks which have been identified in
respect of the coming year (para. 6.11 to 6.19, Appendix 7)

3

The proposed timetable and consultation arrangements in respect of
the 2009/10 budget. (Appendices 4 & 5)
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3.
3.1
4.

4.1

4.2

f)

The initial forecast of the medium term financial position of the Council
and the proposal to construct a medium term financial /service plan for
the Council

It is also recommended that :

0)

h)

Members agree to a package of financial savings and service changes,
from those set out in Appendix 6. to be recommended to Council on 17
December 2008 in order to substantially balance the 2009/10 revenue
budget, taking account of the consultation results which have already
been received and the proposal to submit further consultation results to
Council before its meeting on 17 December 2008.

Members give further guidance to Directors on further changes that
should be explored over the coming weeks in order to identify further
possible savings required to fully balance the revenue budget.

given the very low level of reserves and working balances and the
significant financial risks facing the Council, members agree to reserve
at least £5m of capital funds in order to meet relevant revenue
expenditure in 2009/10 and a further application is made to the Scottish
Government, for up to £10m, in order to meet the costs associated
with severance and one off compensation payments which would
otherwise fall on the revenue budget of the Council.

Members agree in principle to the revised arrangements for
financial/service planning set out in paragraph 6.31 and that these be
finalised by the Council's Chief Executive and City Chamberlain before
the end of February 2009 as applied to budget setting for 2010/11.

FINANCIAL IMPLICATIONS

As detailed in this report.

SERVICE & COMMUNITY IMPACT

A priority impact assessment of services budget proposals will be
assessed in relation to links to the Community Plan, the Single
Qutcome Agreement and Vibrant, Dynamic & Forward Looking. These
will be collated and provided for the Council meeting on 17 December
2008.

In relation to Equalities Impact Assessments the Equalities team have
met with the lead Directors to review and assess at a high level their
overall budget proposals. In addition, to the thematic assessments,
copies of which will be provided to Committee (Appendix 8), detailed
impact assessments will be completed in advance of the Council
meeting on 17 December 2008.
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4.3

In relation to budget proposals for Learning these have been subject to
a review and validation process with external advisors.

5. OTHER IMPLICATIONS

5.1

5.2

6.

6.1

6.2

For each of the detailed budget proposals set out in Appendix 6 service
and Human Resources (HR) implications are provided.

In a number of instances the detailed proposals identify the personnel
implications and these will be implemented in line with current policy
and procedures and in consultation with Trade Unions.

REPORT

The majority of the issues affecting 2007/08, 2008/09 and 2009/10
were reported to the Council’'s Budget Monitoring Board on 27 October
2008 and is still the best information currently available. Much of this
information is therefore repeated as appendices in this report as set out
below.

Appendix 1 Outturn position in respect of 2007/8 and associated
observations

Appendix 2 Latest forecast in respect of 2008/9 and associated
observations

Appendix 3 Initial forecast of financial position for 2009/10 and
suggested approach

Appendix 4 Consultation arrangements in respect of 2009/10 budget

Appendix 5 Proposed timescale for budget setting 2009/10

No significant changes have been identified in relation to the forecast
position for 2008/9 and 2009/10 at this stage. This report does however
attempt to quantify the degree of financial risk facing the Council, in
addition to that emerging from its annual service/budget cycle. This will
need to be taken into account in determining its overall financial
strategy for the next 2 years- particularly in relation to working balances
and reserves. The forecast for 2008/9 and 2009/10 will however be
updated between now and February 2009 when the Council confirms
its budget and Council tax levels for 2009/10
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Forecast Position 2009/10

6.3

6.4

6.5

6.6

The forecast position for 2009/10 makes a number of assumptions

relating to costs and income levels which are set out in appendix 3.

The key risks associated with getting some of these wrong are covered

in the section below. There are currently three adjustments to the

previously forecast expenditure. These relates to

o the level rent rebate expenditure and the related statutory housing
benefit grant income, (£500k) and

o a reduction of £281k for Environment and Infrastructure in relation
to previous decisions agreed (Dial A bus) and adjustments to reflect
the proper charges to HRA

Based on this update the revised forecast currently available is as
follows:

Forecast expenditure £ 459.5m
Forecast Income £434.3m

Forecast shortfall £ 25.2m
This forecast shortfall takes no account of:-

o Any requirement to bring working balances to a more reasonable
level

o The possibility of actual inflation exceeding forecasts as is likely to
be the position for 2008/09.

o Any new/ unavoidable costs emerging such as an exceptionally
hard winter

o The non-delivery of annual recurring savings from 2008/9

o One off costs associated with severance

o The need to account for a repayment of £4.3m, including prior
years, in respect of non domestic rates to the pool (Appendix 7)

o The possibility of having to repay HM Revenue & Customs (HMRC)
for any underpaid national insurance

These are considered in more detail in the section below dealing with
risk and working balances.

The point remains therefore that this figure of £25.2m should
therefore be considered the minimum required at this stage to
produce a balanced budget.

In order to respond to this situation all Directors have been asked to
identify savings of 6% - equivalent to £30m, on the basis that savings
proposals must be realistic, and must concentrate on efficiency savings
and changes which are coherent in the medium term.

Full details of these proposals are set out as Appendix 6.

Page 4 of 10

\WACCFP1_DATA6_SERVER\DATA6\FINANCE\Group\Everyone\Budget 09-10\savings proposals\RM Committee 25-
11-08\Revenue Budget Resources Report_v1 update 12 Nov.doc



6.7

6.8

6.9

6.10

Because of the scale of these reductions there has been significant
difficulty in identifying savings which fully meet the requirement for
realism and coherence.

The savings proposals which represent the most significant risks at this
stage appear to be associated with the Learning savings above 3%
which amount to £4.5m. These are considered high risk because of the
scale of savings which would be associated with school estates
strategy (£450k), efficiency savings from non-statutory education
services (£2.9m) and reductions in teaching staff across primary and
secondary schools (£1.1m). These would assume the removal of 3%
of the Learning budget of £151m and also £450k associated with
further school closures. Of particular significance is the assumption that
closures will be achieved by the end of the summer term next year.
This is optimistic given the consultation and change requirements
associated with school closures.

If these high risk savings are excluded from the proposals at this stage,
the overall package of savings would amount to £25.8m. £4.2m short
of the £30m target but £600,000 above the minimum forecast figure.

Given this situation and the risks described below, it would seem
prudent for officers to identify a further package of savings the scale of
which should be dependant upon the extent of anticipated agreement
around the options currently in front of members, their associated risk
and the issues identified below.

Working balances/reserves.

6.11

6.12

In setting a budget for 2009/10 the Council should take into account the
level of balances and reserves it has available to it and the scale of
financial risk which it is anticipating in the coming year.

The City Council is clearly bearing more risks than most local
authorities because of the scale of savings it has planned to achieve
and the significant overspends in recent years. This trend has been
recognised in the process and proposals associated with the 2009/10
budget, but has not been fully eliminated for the reasons set out above
and because of the sheer difficulty of achieving a further £25m on top
on the £35m likely to be achieved in 2008/9. Over the coming weeks,
further work will be undertaken to ensure that all options are as realistic
and robust as possible with additional scrutiny being given to those
areas considered to be the most challenging. Part of the overspend risk
will depend on getting the inflation forecast accurate. Allowance for pay
awards has been made in accordance with advice from
government/Cosla, inflation for other goods and services has been
included on a differential basis averaging 2% but including a larger sum
for fuel related costs. Whilst it is recognised that about £2m of the
overspends in 2008/9 are likely to relate to inflation being higher than
forecast/
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6.13

6.14

6.15

forecast there is strong evidence to suggest that inflation is likely to
start dipping in the coming months in response to recessionary
pressures in the UK economy.

In addition to the savings delivery risks there are a number of risks and
financial issues which need to be taken into account when setting next
year's budget and the level of reserves and balances. Details are set
out at Appendix 7.

The key issues are

1 The level of reserves and working balances as at 1/4/08 with
uncommitted working balances of £5.6m on the General Fund

2 Likely changes in 2008/9 arising from

» Non domestic rates — understatement of sum due to the NDRI pool
from previous years.

» Borrowing approvals — agreement to capitalise revenue spend of
£10m by the Scottish Government.

s Severance costs and compensation payments — an assessment of
current costs from expressions of interest currently being assessed.

» Forecast overspending in some areas of the of the revenue budget
— this was reported to BMB on 27/10/08 (Appendix 1) but further
potential costs may arise from exceptional items

» Further planned use of capital funds on a one-off basis basically to
support the budget in 2008/9

3 Forecast position as at 31/03/09 with a potential balance of c£10m
but with associated risks.

In addition it is possible that the Council will be required to compensate
HMRC for underpaid National insurance. There are a series inspection
audits currently taking place covering a range of areas including
employees who have more than one job with the Council, travel &
subsistence payments, councillor's salaries, self employed contractors
and pensions payroll. As all of his work is not completed it is likely that
it will take several months to clarify and assess any potential liabilities
as a result of the outcomes of these inspections.

Other areas of risk currently identified include

¢ Council tax collection levels — a collection rate of 97.6% is still
assumed as currently in 2008/9. A reduction to 97% would reduce
income by £650,000.

¢ Demographic changes — for instance in relation to the elderly
population

¢ Winter maintenance — no allowance has been made for an
exceptional winter.

e Payments to providers — if negotiated rates are in excess of
assumed uplifts of 2%
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6.16

6.17

6.18

6.19

In view of the poor position of the Council’s reserves and balances and
the substantial costs associated with one off severance and
compensation costs the Council will need to either achieve
compensatory savings in the revenue budget to accommodate these
costs or meet these costs and further risks from other one off
measures.

Given the size of the budget savings already required it is
recommended that the Council should plan on putting aside at least
£5m in order to assist the revenue budget in 2009/10 and should also
apply to the Scottish Government for permission to borrow up to a
further £10m to meet compensation and severance costs.

In addition it is also planned set aside a separate £5m of capital funds
to be utilised and ear-marked in 2009/10 to repay debt and thereby
ensure a minimum uncommitted working balance of £5 million in
2009/10. There are some risks associated with this strategy in terms of
the underlying assumptions on the level of non-housing capital
receipts, of £3m, which would be generated.

The impact of this strategy (detailed at Appendix 7) is that whilst
current projected working balances as at 31 March 2009 would be
£10m this is prior to any future potential cost liabilities in relation to
HMRC inspections, a revised forecast out-turn, and further staffing exit
costs. Consequentially the level of working balances is still considered
to be low.

The medium term

6.20

6.21

Beyond 2009/10 the Council should be facing financial and service
problems similar to other local authorities providing it manages to
achieve its planned savings and no further significant problems
emerge. It will however be faced with the substantial consequences of
two years savings which will have distorted and possibly misaligned
services to varying degrees. For this reason a medium term review of
services is proposed for next year in order to ensure that services are
better structured to deal with medium term requirements and priorities.
In some cases this will involve more savings in order to allow
investment in areas which better meet new priorities or to reflect the
need to ensure that the limited resources of the Council have not been
spread too thinly by trying to do more than is sustainable. Members will
also want to ensure that service quality is maintained-even if this
means doing less in some areas.

To ensure this review has a realistic financial context it is also
suggested that a medium term resource plan should be developed
which identifies the costs associated with changes the Council can
reasonably anticipate, including those emerging from the capital
programme and those resulting from the decision to capitalise
compensation/
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6.22

6.23

compensation/severance costs. It will also need to take into account
government funding changes and the continuing requirement of
efficiencies of 2 or 3% per annum. The likely consequence of these
changes is still likely to put a requirement on the Council to achieve
savings of 2.5 to 4.5 % per annum even in a more ‘normal’ financial
environment with a very strong emphasis on efficiency improvement
and constrained government funding.

The first draft of this financial resource plan should be prepared for the
Council meeting in February 2009.

It would also be desirable at this time for the Council to have a strong
sense of its priorities and future direction so far as its HR and ICT
priorities are concerned. These could be included in the medium term
resource strategy of the Council.

Future Budget setting and Budget Monitoring

6.24

6.25

6.26

6.27

6.28

In order to improve the reliability and responsiveness to financial
monitoring the following changes are proposed in respect of 2009/10.

Responsibility for all budget management will be assigned to Directors
in the first instance. Directors in turn will assign responsibility to Heads
of Service and senior managers under a clear scheme of delegation.
All Directors and Heads of Service will have as part of their
performance management arrangements a requirement to manage
their budget efficiently and within the resources agreed by Council

Responsibility for ensuring the effective monitoring of services budgets
will be a joint responsibility shared between service Directors and the
City Chamberlain. Financial support services will be organised to
reflect these responsibilities.

Budget virement arrangements will be reviewed before April 2009 to
promote accountability and open decision making

Monitoring arrangements will be improved to achieve better quality
information and improved responsiveness and earlier identification of
risk. In particular monitoring information to members will include trend
data, comparative data (with previous years) progress on key schemes
which have financial consequences, budgeted and actual staffing
numbers/trends and the identification of key areas of risk. Monitoring
reports will also have commentary from Heads of Service and Directors
to explain significant variances. Where overspending is forecast,
Directors will propose remedial measures and /or compensatory
savings for members to agree. Members will be expected to endorse
remedial action or to agree compensatory savings. Terms of reference
of committee should be changed to reflect this if necessary.
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6.29 Budget performance management will be undertaken by all
departmental management teams on a monthly basis and by members
on a bi monthly basis commencing month one.

6.30 At the end of each financial year Directors will produce a detailed
explanation for any variances compared to approved budgets and the
corrective action they have taken.

Annual Budget Cycle

6.31 In relation to the future annual cycle for budget setting and planning it
is proposed that the undernoted timeline be adopted which would
commence and begin the budget cycle exercise in an earlier

timeframe.

Period
February

March

April

May/June

July

September

November

December

January

Setting of Council tax and Council budget
Revision of performance targets if required

Provisional outturn review previous year and review
of impact on current and medium term budget

initial assessment of service spending/grant/
resources for following year

Review of outturn previous year, assessment of
current year's progress and development of initial
strategy for following year, guidance on growth/
savings to be determined

Progress against current year to be assessed,
Implications of financial strategy for following year to
be re-assessed. Consultations on strategy/proposed
responses to commence.

Strategy to be reviewed in light of government
funding announcements, current year spending etc.
Recommendations to be made to Council on service
changes/funding changes, particularly those with
significant lead in times for effective implementation.
Budget strategy refined/ process for period to
February determined. Medium term financial strategy
reviewed and agreed.

Initial changes for following year agreed by Council
in the light of medium term resource forecast.

Refinement of remaining options to produce
balanced budget and consultation
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Period
February - Council tax and budget set for following year.

6.32 The re-alignment of budgets to fit new structures would impact upon
the timeline outlined above.

7. REPORT AUTHOR DETAILS

Robert Coomber, Chief Executive, rcoomber @ aberdeencity.gov.uk,
tel: (01224) 522500
Susan Cooper, City Chamberlain, sucooper@ aberdeencity.qov.uk,
tel: (01224) 522551

8. BACKGROUND PAPERS

Resources Management Committee 26 August 2008 - General Fund
Monitoring report 2007/08

Buclget Monitoring Board 27 October 2008 - Financial Strategy for 2009/10

Page 10 of 10
WACCFP1_DATA6_SERVER\DATAB\FINANCE\Group\Everyone\Budget 09-10\savings proposals\RM Committee 25-
11-0&\Revenue Budget Resources Report_v1 update 12 Nov.doc



APPENDIX 1

2007/08 Outturn

Details of the 2007/08 outturn compared to the original budget approved by
Council in February 2007 are set out as Appendix 1 (post audit adjustments).

The key issues emerging are:

e The general non-achievement of savings in a range of areas which causes
concern for the delivery of future savings

e The cost of Social Work services remains a significant pressure in
Abercleen, specifically in childrens and adults services

e The impact of Equal Pay and Modernisation costs which increases the
baseline costs for the Council

e Property maintenance costs which should be wrapped up in an asset
management plan to ensure clear prioritisation of building repairs and
maintenance requirements.

e Accommodating on-going costs with one-off funds which are no longer
available

The overspend against budget in 2007/08 (after audit adjustments) was
£10.660 million which was supported by monies from other accounts to the
value of £16.291 million. This resulted in a net favourable movement in the
General Fund balance at the end of 2007/08 of £5.631 million.

Key areas of overspend were:

e Health & Care. In 2007/08 this amounted to approx. £8.9 million (after
taking account of provision for equal pay settlements and factoring in
specific Health & care saving targets) reflecting care package costs
specifically in adults & children’s services.

e [qual Pay & Modernisation. Savings of £6.4 million did not transpire due
to the delay in implementation with continuing trade union negotiation
aimed at reaching a collective agreement. This was partially offset by
updated calculations on monies required to be set aside for meeting
compromise agreements.

e Property repairs & maintenance. An area of continued cost pressure with
an adverse movement of £900,000.

e Interest on Revenue Balances. There was a cost of £200,000 instead of
an expected receipt of interest which resulted in an adverse movement of
£800,000 against budget.

Key issues affecting the future are:

e |t is recognised that timescales require to be clearly and realistically
addressed when savings proposals are identified to ensure robustness,
deliverability and sustainability. This is being addressed for 2009/10

e Managing the rising demands for Social Work services and anticipating
service demand changes

e (Capital planning and associated revenue repair & maintenance costs.
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APPENDIX 2

2008/09 Latest Forecast

Details of the 2008/09 latest monitoring are set out as Appendix 2. This is
based on recent changes to the alignment of management and financial
responsibility for four service groupings - Social Work, Housing, Shelter &
Environment and Learning, Culture & Sport.

The key issues emerging are:

e The general non-achievement of savings in many areas causes continuing
concern as it is vital that these savings are identified and implemented for
the Council to find a sustainable cost base from which to provide services.

e The cost of Social Work services remain a significant pressure in
Aberdeen, with this statement equally applying to children services and
adult services.

e The cost of providing Education services is also of concern as the level of
savings expected has not yet been delivered in full this year.

e (Continuing cost pressures on basic property repairs

Total overspend is currently predicted to be £9.524 million reflecting a number
of adverse and favourable movements. This is based on forecast net
expenditure £427.498 million when compared to net budgeted expenditure of
£417.2 million, after taking account of additional trading surplus and property
cost pressures and additional funding. The figure of £9.524 million will be
reduced to £1.924 million following non-recurring funding support of £7.6
million from the capital fund.

Key areas of overspend are predicted to be:

e The continuing demand on Health & Social Care Services and balancing
cJemand and affordability remains a significant challenge for the Council.

e Additional pay award costs- now assumed to be 3% for non-teaching staff

e Within Learning including out of city placements, income recharges for
olacement in City Special schools and the full realisation of savings from
2arly retirement and the review of NPAF projects.

e Property repairs and maintenance for basic priority needs e.g. health &
safety.

e [Energy costs

Main reasons for overspend are likely to be:

e The continuing demand on Health & Social Care Services;

The time taken to actually realise all cash savings;

e The time taken to reduce the workforce numbers and achieve ongoing
savings;

The rate of progress in delivering the transformation programmes;

The delays experienced through trade union consultation / negotiation
embargos

Key issues affecting the future are:
e Inflationary cost pressures — e.g. energy, pay awards.
e Progress on delivering change and resourcing the process
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APPENDIX 2

¢ (Continuing demand on health & care services
o The current continuing operation of too many buildings which require to be
open and maintained for service delivery and support.

In addition the following actions have been undertaken to control expenditure,
monitor performance and achieve agreed budget savings

Interim re-alignment of key services and lead roles

Re-alignment of budgets to interim structures

Re-alignment of accounting teams

Better alignment of management and financial responsibility

Reporting on an exception basis of budgets by Corporate Directors to the
Chief Executive and Heads of Service to Corporate Directors

¢ The Director of Continuous Improvement is to lead on corporate efficiency
programmes and ensure adequate performance management on major
projects taking into consideration resources and risk.
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2009/10 Initial Forecast

APPENDIX 3

Given the problems associated with controlling the revenue budget in 2008/09
the initial budget (and proposals for balancing it) have been prepared on a
service basis. This is consistent with the way decisions were initially taken
last year and also reflects the need to improve the financial control and the
quality of decision making and the Council’'s approach to service planning -
particularly so far as the larger services like Education and Social Care are
concerned.

The latest forecast of the Council’s financial position for 2009/10 before any
further decisions are made to balance the budget to available resources is as

follews:

2007/08

Out-turn

(Note 1)
£7000
1,629
1,084
1,055
2,612
299
11,476
5,568
9,507
52,436
6,286
163,799
40,567
105,869
922

____(8/446)

393,852

276,564
104,579

S 10644

Services

Area Central

Area North

Area South

Council Expenses

Office of Chief Executive
Continuous Improvement (Note 2)
Resources Management
Strategic L.eadership
Environment & Infrastructure
Housing (Note 3)

L.earning, Culture & Sport
Miscellaneous Services (Note 4)
Social Work

Repairs & maintenance

Trading Surplus

Net Expenditure

Deduct: Funding

RSG/NDRI

Council Tax

Council Tax Freeze grant

Council Tax & Community Charge
Arrears

Net Expenditure less funding
Less:

Non-Recurring support — capital fund

Net change to balances

Initial forecast of savings required to balance 2009/10 budget prior to any further
adjustments based on assumptions and risks as set out below.

Note 1:

Adjustments:
Housing Benefit
Environment & Infrastructure

2008/09 2009/10
2008/09 Latest Initial
Budget Forecast Forecast
Outturn
£000 £000 £000
744 1,478 1,512
867 1,140 1,318
846 1,024 1,116
2,472 2,462 2,501
445 406 356
16,915 16,305 16,909
6,362 6,639 6,780
8,181 8,365 8,600
54,684 54,618 56,253
15,914 16,114 16,909
163,763 167,893 173,490
59,827 52,647 68,525
92,606 105,431 110,865
600 770
(6,386) (7,624) (6,606)

417,240 427,498 459,298
311,960 312,335 325,076
104,715 105,604 105,685
0 0 3,300
565 35 275

0 9,524

7,600

1,924
24,962
500
(281)
25,181

For comparative purposes ¢ £20 m requires to be added net expenditure in 2007/08 and
RSG/NDRI to reflect the un-ring fencing of specific grants in 2008/09.
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APPENDIX 3

Note 2 The increase between 2007/08 and 2008/09 reflects one-off grants (£3m) within CRM
and a budget allocation of £1.8 million a maodernisation fund with Service Design &
Delivery

Note.3 For comparative purposes to 2008/09 and 2009/10 ¢ £11 m requires to be added to

Housing net expenditure in 2007/08 to reflect that the former specific supporting people
grant became part of the general settlement.

Note 4. The increase in Miscellaneous Costs between budgets for 2008/09 and 2009/10 reflects
additional pay award costs (£0.8m); prudent allowances for anticipated additional joint
board requisitions (£1.5m), for an assessment of revenue items funded through former
specific capital grant (£2.5m — City Growth); an estimate for items which have been
annually charged to capital but are revenue (£2m); impact of prior year capital fund
contributions which cannot continue, (£2.2 m) revenue items and an increase in capital
financing costs (£1.8m)

The key assumptions and risks associated with the projection of the 2009/10
budget position are as follows:

1. Funding /Income

~ an assumption of no council tax increase but members will need to
agree this proposal

— the collection rate of 97.6% is still assumed as currently. (A
reduction to 97% would reduce income by £650,000.)

— Service income including fees and charges and other recoveries
has been uplifted by 2.5%

2. Expenditure

~ For pay awards an increase of 2.5% has been assumed for
teachers and non-teaching staff. Figures have also been increased
to reflect an additional 0.5% increase in non-teaching staffing costs
for 2008/09 which had initially assumed 2.5%.

— Other inflationary allowances assumed — premises 3.5%; transport
2%, supplies & services 1.5%, payments to agencies 2% and
transfer payments 1%, income 2.5%.

3. Expenditure — achievement of savings in 2008/09 impacting on

2009/10

4. Other than unavoidable cost pressures, which include property repairs

& maintenance, expected recurring revenue items previously funded by

capital grants, and joint boards pension costs no growth is assumed

but members may wish to see some limited growth even at the
expense of having to achieve further savings. Members will need to
determine this.

5. A general contingency of £1 million has been assumed. With increasing

energy costs anticipated with a new gas contract due wef 1 April 2009

a provision of £1.7 million has been built into the base budget.

8. A limited provision, to cover Spend to Save schemes and additional
one-off costs to deliver projects, of £1.5 million has been assumed

7. The base level of the property repairs and maintenance budget which
has been increased to £5.6 million. This compares to current year
forecast out-turn of £5.2 million.

B. Influence of the wider economy and rising inflation.

9. Delivery of cashable efficiency savings.

10.No allowance at this stage for additional member priority growth.

Page 2 of 3
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APPENDIX 3

11.No allowance for additional inflationary pressures other than those
outlined at 2. above.
12. No allowance to enhance the General Fund working balances.
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APPENDIX 4

Extensive consultation is proposed with consultees.

The aim is to provide all groups which have a significant constitutional, service
or financial relationship with the Council with an explanation of what the
Council is planning to do, the timescale for decision making, the context of
decision making, and the impact of budget proposals on the Council, its
residents and the relationship with consultees.

Engagement undertaken with :-

Aberdeen City Alliance partners
— Aberdeen Council of Voluntary Organisation
- Aberdeen City Centre Association
— Aberdeen & Grampian Chamber of Commerce
— Aberdeen Trades Council
— Aberdeen College
— Aberdeen harbour Board
— Community Health Partnership (CHP)
— Civic Forum
- Grampian Fire & Rescue Service
~ Grampian police
- NESTRANS
- NHS Grampian
- RGU
— Scottish Enterprise Grampian

Aberdeen City Alliance Challenge Forums
— Aberdeen City & Shire Economic Future (ACSEF)
- Aberdeen Works
—~ Children & Young People’s Strategic Planning Group
— Community Engagement
- Community Safety Partnership
— Culture
— Equalities Action Group
— Environment
- Homes
- Land Use
- Lifelong Learning
- Locality Planning
- Sports
- Transport & Connections

Community Councils

Disability Advisory Group,

MPs and MSPs

Schools Parents Councils.
Stalff

Trade Unions

Voluntary Sector Liaison Group

Page 1 of 1
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APPENDIX 5

Overall Timetable
The timetable up to February 2009 is set out below.

In order to ensure that the changes required can be fully delivered in 2009/10 it is
essential that most of the decisions requiring consultation, service changes and
HR changes are approved as soon as possible. The timetable therefore
assurnes that 17 December Council will approve the majority of the decisions for
the 2009/10 budget and the resuiting shortfall (if any) is managed between
December and February.

Date Action

Weeks of 3.11, | Engagement with TACA partners, TACA challenge forums, the
10.11 & 17.11 Voluntary Sector Liaison Group, the Disability Advisory Group,
Schools Parents Councils, Community Councils and
Neighbourhood Networks

Weeks of 3.11, | Engagement with Councillors by Corporate Directors
10.11, & 17.11

6.11 Challenge Meeting (9.00 to 12.00) Housing , Environment &
Infrastructure

11.11 Leadership Board

12.11 Press conference

13.11 Neighbourhood Community Engagement Session (North)

13.11 First circulation of Resources Management Committee papers

13.11 Challenge Meeting (9.00 to 12.00) Culture & Learning

13.11 Challenge Meeting (2.00 to 5.00) Strategic Leadership,
Continuous Improvement, Resources Management

15.11 Civic Forum

18.11 Leadership Board Meeting

18.11 Second circulation of Resources Management Committee
papers

18.11 & 19.11 Elected Member Budget Sessions

20.11 Challenge Meeting (9.00 to 12.00) Social work

25.11 Resources Management Committee

Weeks of 1.12 | Engagement with Councillors by Corporate Directors
& 8.12

2.12 Leadership Board Meeting
5.12 Council papers deadline
9.12 Leadership Board Meeting
17.12 Council (General Fund Revenue Budget)_
26.0 First circulation of Resources Management Committee papers
5.02 Resources Management Cormmittee (Rescheduled from
27/1/09)
02.02 Council papers deadline
12.02 Council Budget meeting — set Council tax
Page 1 of 1
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APPENDIX 6

Service Lead Director/Officer

6.1  Summary - All Services

6.2 Continuous Improvement Deirdre Robertson
6.3 Council Expenses Ciaran Monaghan
6.4 Culture, Learning & Sport John Tomlinson
6.5 Environment & Infrastructure Gordon Mcintosh
6.6 Housing Pete Leonard

6.7 Miscellaneous Services Ciaran Monaghan
6.8 Neighbourhood Services — Central Pete Leonard

6.9 Neighbourhood Services — North John Tomlinson
6.10 Neighbourhood Services — South Gordon Mcintosh
6.11 Resources Management Gordon Edwards
6.12 Social Work Philip Cotterill

6.13 Strategic Leadership Abigail Tierney



APPENDIX 6.1

2009/10 2010/11 2011/12
£000 £000 £000

Continuous Improvement 1,245 1,370 1,370
Council Expenses 16 16 16
Learning, Culture & Sport

- Culture 1,570 2,005 2,007
- Sport 643 643 643
- Learning 10,369 12,391 13,981
Environment & Infrastructure

- Waste & Fleet 543 543 543
- Car Parking 970 830 820
- Roads / TPU 530 530 530
- Facilities 150 180 210
- Trading Standards 41 41 41
- Environrnental Services 1,845 1,865 1,865
- Public Analyst 64 64 64
- Public Protection/Health 240 240 240
- Environrnental Sustainability 36 36 36
Housing 1,182 1,138 1,138
Miscellaneous Services 10 - -
Area Cen'ral 143 143 143
Area North 107 112 117
Area South 98 98 98
Resources Management 1,508 1,417 1,417
Social Work 8,598 9,786 9,786
Strategic L.eadership 445 435 435
Total Per Schedules 30,353 33,883 35,500

Notes to detailed schedules:

1. Totals per schedules is based on maximised income where a range is outlined.
2. Personnel Impact - figures in brackets for full time equivalent (FTE) and head
count relate to posts which are currently vacant.

C:\Documents and Settings\swhyte\My Documents\Summary sheet reconcile
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GENERAL FUND WORKING BALANCES

2008/09
£ million £ million
Uncommitted opening balance 5.589
Adjustments:
1 Audit of 2007/08 accounts
NDRI -4.381
Other -0.535 -4.916
2 Landfill tax penalties - provisions 1.266
3 Projected overspend -9.524
4 Capital fund contribution 13.781
5 Borrow and fund costs -0.333
Projected GF Balance at 31/3/09
(excluding consent to borrow) 5.863

APPENDIX 7

Comment

) Post audit adjustments to be actioned in 2008/09
) See Note 1 below

Review requirements for current & prior years

As reported to BMB 27/10/08

£7.6m as reported to BMB 27/10 plus
drawdown of additional capital receipts via
HRA (CFCR)

Undertake borrowing for capital projects
currently planned to be funded directly from
the capital fund

6 Borrowing for revenue as permitted by Scottish Government

Gross 10.000
Repayment -0.615 9.385
15.248
7 Earmarked sum for Redundancy etc -5.234
Potential GF Balance at 31/3/09 10.014
2009/10 target working balances 5.000

Note 1

Based on current agreements e.g. home
carers and estimates for current corporate
exercise

Risks .... HMRC inspection outcomes
Forecast out-turn including exceptional items
Additional Exit Costs from Additional People

This relates to adjustments agreed with the auditor for implementation in 2008/9. They

principally relate to an understatement of the income due to be returned to the NDRI

Abbreviations:

BMB = Budget Monitoring Board
HMRC = HM Revenue & Customs
NDRI = Non Domestic rate income

Appendix 7 Resources report GF reserves.xls
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APPENDIX 8

Equalities Impact Assessments.

Services thematic reviews — papers to follow.
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