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2.1

CORPORATE DIRECTOR (CORPORATE SERVICES)

REASON FOR REPORT

To set the level of Council Tax for 2016/17 and to agree the Council’s Revenue
Budget for 2016/17.

This report is submitted to the Council in terms of the Council's Administrative

Scheme Section (Il) (2) relating to the approval of the Annual Estimates of
Revenue expenditure for all services.

RECOMMENDATION

It is recommended that Members:
(@) Agree to freeze Council Tax for 2016/17.
(b) Agree that

() The budgetary position is a material change in circumstances
(standing order 82) which justifies the review of the Car Park
Review decision detailed in paragraph 6.2.3 and any other
spending decisions made in the last 6 months

(i) Standing Orders are suspended to allow the Car Parking
Review decision, and any other spending decisions which the
budget proposals in this report may directly or indirectly
affect, to be reviewed in line with schedule APPENDIX 2 (
Standing Order 81)

(c) Approve the Revenue Budget for 2016/17;

(d) Approve savings of £722,000 for 2016/17 only and of £2,535,000 as
detailed in APPENDICES 2 and 3;
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(e) Note that £305,000 will be required from reserves to fund the
corporate Sharepoint team in 2016/17,

(f) Approve that up to £6,315,000 be allocated from reserves if required
during the year, to balance the 2016/17 Revenue Budget;

(g) Note the Revenue Budget estimates for 2017/18 and the need to
agree further substantial savings beyond 2016/17,

(h) Note that at present, the council is unable to meet the policy

objectives it has set for suitability and condition of its assets, as
described in section 9 of this report

BACKGROUND

Previous reports to Members highlighted the financial challenges facing the
Council over the next two years and agreed a process for consultation on
Council priorities.

For information the latest report to the Moray Council meeting on 11"
November 2015 highlighted that:

(&) The expected General Revenue Grant excluding funding for new burdens
was assumed to be £160,800,000 in 2016/17.

(b) A report on the Council’s financial position and estimates for 2016/17 and
2017/18 was provided to this Council meeting.

(c) At that time the financial and economic forecasts showed that the Council
would require finding savings of £6,449,000 in 2016/17 and a further
£6,420,000 in 2017/18 and the assumptions used in making this estimate
were also detailed in the report.

On 16™ December 2015, the Scottish Government issued the Local
Government Finance Circular No.7/2015 which contained the provisional total
revenue and capital funding allocations to Local Authorities for 2016/17.

A further letter was sent to the President of COSLA on 27 January 2016 and
copied to council leaders to finalise the conditions of the grant offer. The
conditions are summarised as follows, with the financial consequences noted at
the end of each point:

¢ An additional £250 million is to be made available to integrated Health
and Social Care Services, via the local NHS board. Of this amount the
council must confirm that at least 50% of its allocation would be allocated
for growth in services, expanding the objectives of integration and
making progress on charging thresholds for non-residential services to
address poverty — Moray share of the £250 million additional funding is
£4 million.
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¢ A commitment to maintain teacher/pupil ratio at 2015 levels nationally
and that all probationary teachers requiring a placement will be allocated
one. Moray share of the additional funding to support the maintenance of
teacher/ pupil ratios is £1.1 million.

e A council tax freeze for which £1.1 million is included in the council’'s
grant allocation.

3.2.2 It should be noted that the Scottish Government subsequently clarified the third
bullet point to indicate that if the council tax freeze is not maintained then the
Health and Social Care funding and the funding to maintain teacher numbers
would also be withdrawn. The letter copied to the council leader indicated that
he was required to respond by 9 February 2016. The Leader provided a
response, indicating that he did not have the authority to accept or reject the
offer, as this is a matter reserved for the council. He indicated that the
Administration Group’s budget would, reluctantly, incorporate acceptance of the
terms of the financial settlement.
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The council has managed to reduce its operational costs by 12.5 % and
totalling £24,145,000 over the last 5 financial years.
2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | Total
£000s | £000s | £000s | £000s| £000s | £000s

Apprenticeship schemes 40 12 28 80
Building cleaning — cuts in 173 32 15 220
service
Building repairs and 250 250 500
maintenance
Community Planning / 50 199 111 360
CSU — cuts in service
DSM funding and other 405 537 402 725 494 | 2,563
additional teaching
funding
Falling school rolls 300 549 295 92 1,236
Increased charges / 61 552 15 189 306 | 1,123
income from sales
Joint Boards 1,512 600 2,112
Lands & Parks — cuts in 30 471 304 640 | 1,445
service
Libraries & Museums — 250 22 320 592
cuts in service
Risk management 15 15
Roads maintenance — 100 265 400 977 | 1,742
cuts in service
Shift from permanent to 384 384
domiciliary care
Subsidised bus services 160 121 160 149 590
Take services in-house 223 218 100 541
Vacancy targets 720 48 768
Waste Management — 103 466 28 22 619
cuts in service
Other efficiency savings 292 572 9 342 224 | 1,439
with no impact on service
Other staff reductions 383 849 166 686 246 | 2,330
Other cuts in service 1,152 1,350 35 898 298 | 3,733
Various other 497 888 7 66 295 | 1,753
miscellaneous savings
Total 5,295 8,996 929 4,513 4,412 | 24,145

The Local Government settlement for 2016/17 was a one-year settlement and
no figures are available for 2017/18. However, current indications are that
significant savings will be required again in 2017/18.
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REVENUE BUDGET 2016/17 — REVENUE EXPENDITURE ASSUMPTIONS

The starting point for the 2016/17 budget is the budget allocated to departments
and loans charges for 2015/16. The brought forward Devolved School
Management balance is removed and budgets further adjusted to reflect the full
year effect of budget adjustments made for part of 2015/16 only, and the
resultant starting point for the 2016/17 budget is £195,359,000.

Time-limited savings of £15,000 approved when the budget for 2014/15 was set
are reinstated. Funding from reserves to resource the DBS programme is
reduced by £124,000 according to the profile approved by Policy and
Resources Committee on 12 May 2015 (paragraph 9 of the minutes refers).

Provision is made within the budget for pay awards and some other inflationary
pressures. Pay awards for teaching and non-teaching staff for 2016/17 have
been agreed at 1%. A provision of £2,000,000 is included in the budget to
accommodate pay awards, increases in care home fees, purchase of other care
services, other contracts (principally for school transport) and fostering
allowances.

An additional £720,000 has been included to reflect the part year borrowing
costs for capital expenditure made in 2015/16 and an estimate of capital
expenditure for 2016/17. In addition to this sum increased loans charges
arising from decisions made during 2015/16 are also listed as budget
pressures. The part year effect of these amount to £576,000. The total full year
effect impact of capital investment decisions in this single year is a recurring
increase in annual expenditure of £2.1 million. The Council’s Capital Plan will
be considered by Council in March 2016.

The allowance made for increased loan charges in the draft revenue budget for
2016/17 is sufficient to include all items in the draft Capital Plan for 2016/17
which relate to the Council’s current asset base or which reflect current
decisions relating to Capital spend. The draft Capital Plan will be considered
along with a number of new proposals for capital projects. No allowance has
been made in the draft revenue budget for these additional capital projects.
Further background on capital expenditure is included in section 9 of this report
which is headed Asset Management.

New burdens are placed on the Council as a result of new statutory duties
arising from the Children and Young People (Scotland) Act 2014 and the Social
Care services under the remit of new Integrated Joint Board. These duties have
been funded by the Scottish government and the monies are included in the
revenue grant figure shown on APPENDIX 1. A total of £2,372,000 new
burdens funding is anticipated.
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The additional cost of provision of early learning and childcare of 600 hours for
all three and four year olds and vulnerable two year olds is estimated at
£211,000 in 2016/17 and funding is contained within the local government
settlement.

The full year effect of the cost of bringing allowances for informal kinship carers
into line with other foster carers is estimated at £92,000 in 2016/17, with
funding of £66,000 included in the local government settlement for 2016/17.
£8.2 million is to be made available nationally for allowances to informal kinship
carers, and Moray’s share of this has been estimated at £82,000.

In addition funding of £3,000 is anticipated for monitoring the National Care
Homes contract. Further new burdens are estimated to arise from the
integration of health and social care, payment of the Living Wage by care
providers and growth in social care services as a consequence of demographic
growth. Funding of £4,020,000 has been confirmed for Moray; with the
condition that half of this money is allocated to service additionality spend on
integration, including demographic growth. Consequently £2,010,000 is shown
under new burdens.

A further sum of £5,682,000 has been allowed in 2016/17 for budget pressures.
Budget allocations in respect of cost pressures will be made by Policy and
Resources Committee following consideration of the need for funding as costs
crystallise. Budget pressures are listed as APPENDIX 4 to this report with brief
descriptions in APPENDIX 5. Pressures arise from a variety of reasons: new
statutory requirements, impact of Council decisions, demographic changes etc.
Although the list is extensive, there are other known potential budget pressures
which have not been included where it has not been possible to make an
estimate of the financial impact. Experience over the last few years indicates
that whilst some new budget pressures emerge during the year, a humber of
those allowed for are deferred or are lower than anticipated. Therefore the total
amount identified has been reduced by £700,000 to reduce the risk of
overprovision.

The total estimated expenditure requirement for the Council for 2016/17 to
continue all current operations at the 2015/16 level and to meet all budget
pressures estimated to arise in 2016/17 is £206,024,000.

REVENUE BUDGET 2016/17 — INCOME ASSUMPTIONS

Government Grant is a combination of General Revenue Grant and Non-
Domestic Rates (NDR) Distribution.  The latest confirmed amount of
£154,994,000 has been used as the basis for estimating the grant for 2016/17.
Some funding streams still require to be allocated, mainly the funding for Free
School Meals and Teacher’s Induction. It is estimated that the funding yet to be
notified amounts to £1,712,000. The estimated General Revenue Grant
expected for 2015/16 is £156,344,000 (2015/16: £161,321,000). This is a
reduction of £4,977,000. Funding for new burdens (£2,372,000) and pressures
in health and social care (£2,010,000) bring the total revenue grant funding to
£160,726,000.
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The core of General Revenue Grant is Grant Aided Expenditure (GAE): an
allocation of funding based on a variety of statistical measures, such as
population, school pupil numbers, and length of roads, which is designed to
align funding with an objective measure of need. The total amount of funding
distributed by GAE is the same as in 2015/16 (£7.901billion). Moray’s share of
GAE increased from £135,640,000 in 2015/16 to £137,440,000 in 2016/17, an
increase of £1,790,000. However, overall revenue funding to local authorities
has been cut by £332 million (3.3%). Moray’s share of that reduction is
£6,250,000. The net effect of these movements, plus some other minor
changes in funding, is the reduction of £4,977,000 referred to in paragraph 5.1.
So the movements in the grant distribution recognised a requirement to
increase Moray’s share of the grant by £1,800,000 overall, this means that with
no inflation or other pressures, an increase of £1,800,000 would have allowed
for a standstill position for the council.

Scottish Government funding varies from £1,621 per head of population in
Aberdeen City and Edinburgh (after adjustment for the 85% floor, which
increases the lowest per capita funding to 85% of the Scottish average) to
£3,730 per head in Eilean Siar. Moray at £1,759 per head receives the sixth
lowest per capita funding in Scotland.

The Council’'s General Revenue Grant figure includes a sum of £1,156,000 for
the Council Tax freeze; £591,000 relating to teacher numbers; £4,020,000
additional funding for Health and Social Care and an estimate of £550,000 for
probation teachers: a total of £6.3 million which will be held back if the Council
does not agree to the terms of the local government settlement.

Part of the terms of the settlement is the continuation of the Council Tax freeze.
Accordingly the level of Council Tax for 2016/17 is assumed to continue at
£1,135 for Band D Properties. The Bands for Council Tax properties are based
upon the capital value of domestic properties (as at 1st April 1991) which is
determined by the Assessor. Once the capital value of properties is assessed,
properties are allocated to one of eight bands as follows:

BAND PROPERTY VALUE PROPORTION OF ANNUAL CHARGE
£ BAND D £

A Up to £27,000 6/9 756.67

B £27,000 - £35,000 7/9 882.78

C £35,000 - £45,000 8/9 1,008.89
D £45,000 - £58,000 9/9 1,135.00
E £58,000 - £80,000 11/9 1,387.22
F £80,000 - £106,000 13/9 1,639.44
G £106,000 - £212,000 15/9 1,891.67
H Above £212,000 18/9 2,270.00
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The estimated income from Council Tax is calculated using the Council Tax
base reported to Scottish Government in October 2015, with an element of
growth assumed, based on the General Registry Office prediction of population
growth, and assuming a collection rate of 98%. Income from the levy on long-
term empty properties is also assumed. Loss of income from Council Tax
Reduction is also taken into account. An estimated income of £35,200,000 is
included.

A detailed list of individual charges is the subject of a separate report to this
Council. The report recommends charges which are estimated to generate an
additional £463,000 and this amount has been included in the budget figures
shown in APPENDIX 1.

The Council has previously approved funding from reserves to fund the
Sharepoint team, a legacy from the Designing Better Services programme. That
funding amounts to £305,000 in 2016/17. That sum brings the total projected
income to fund Council revenue expenditure to £196,231,000 — a shortfall of
£9,793,000.

SAVINGS
Based on current assumptions, the Council will need to generate £9,793,000

savings to balance the budget for the year ahead. Savings totalling £221,000
have been previously approved by Council and are listed below:

2016/17 2017/18
£000s £000s
Designing Better Services 178
Approved 2013/14
Principal Teachers posts (loss of salary conservation) 43 43
221 43

In response to the grant funding announced in the local government settlement
being considerably less than anticipated, CMT instigated a review of all budget
with Heads of Services, to identify temporary measures which could be
implemented in 2016/17 to achieve some breathing space for longer term
solutions to be developed. These savings are listed at APPENDIX 2 of this
report and are proposed for 2016/17 only. They total £722,000 and these
budgets will be re-instated for 2017/18.

It will be noted that line A16 on APPENDIX 2 refers to training and conferences
and this one year saving will result in no expenditure on external trainers,
courses or conferences during the year. The exceptions to this will be for:
Health and Safety, ongoing commitments to employees in relation to formal
training programmes (e.g. apprentices), any requirements to operate
equipment, machinery, vehicles or systems, and attendance at the annual
COSLA conference.
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The Council’'s CMT have also reviewed the council’s vacancy management
arrangements. Whilst the term vacancy freeze has been used in the past, the
reality is that there are a significant number of exceptions that are required if
essential service delivery is not to be put at risk and so there will be a need to
advertise some vacancies. An additional layer of scrutiny will be added to the
vacancy management process to enable the CMT and councillors to be
assured that all are assessed prior to being advertised. Initially CMT will review
the forms and will then review the arrangements based on the applications that
are received and further criteria that can be established to ensure staffing costs
are reduced as far as possible during the year.

Include in the savings schedule APPENDIX 2 is at least one item that will
require the suspension of standing orders to allow for the inclusion of these
budgets as savings in 2016/17 only. The Car Parking Review was considered
at Economic Development and Infrastructure Committee on 15" December
2015 and allocated £60,000 from the Economic Development Budget to fund
this.

In order to defer this review and take the £60,000 as savings in 2016/17 the
Council will require the suspension of standing orders to reverse the decision of
the Economic Development and Infrastructure Committee and recommend
delaying this review until after 2016/17.

The savings schedule APPENDIX 2 may indirectly affect spending decisions
made in the last 6 months. Recommendation 2.1 (b) (ii) seeks suspension of
Standing Orders to allow decisions to be reviewed.

From the financial projections made during 2014, it was apparent that
significant savings would be required for 2016/17 and 2017/18. The Corporate
Management Team (CMT), therefore, arranged for an analysis of budget
allocations to be prepared for consideration by councillors as well as potential
options for budget reductions to be identified. This work was completed for
most areas in April 2015 with an initial review by the Service Development
Group and then all of the information prepared was provided to all councillors at
a briefing on 24 June 2015.

Savings of a permanent nature have been identified during reviews by
Committee Chairs, utilising the information referred to in the foregoing
paragraph. In light of the impact of the financial settlement CMT undertook a
further review of budgets and identified further savings to add to the list of
savings agreed by Committee Chairs with the service Development Group.
These savings are listed at APPENDIX 3 of this report. Some proposed
savings require consultation with staff Trades Unions before implementation
and these have been indicated by the letter C.
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6.4.1 For 2016/17, £107,000 of savings are achieved by Spend to Save capital

6.5

projects which have been approved by Council. A further £42,000 arise as a
result of identified opportunities to make efficiency savings. £302,000 saving
are made by reducing establishments by deleting vacant posts. The staff
savings target is increased by £400,000, reflecting that staff savings achieved
in 2015/16 are projected to be well above budget. Where income budgets have
been exceeded in 2015/16 and this is projected to continue, income targets
have been increased, accounting for £301,000 savings. Increased charges for
services and rent reviews for industrial units are anticipated to generate
additional income of £208,000. Other savings of £1,360,000 brings the total to
£2,535,000 in 2016/17.

The funding gap required to balance the budget in 2016/17 is £6,315,000. The
Administration Group is proposing that general reserves are used to make up
the budget shortfall. General reserves of £23,730,000 were reported as part of
the annual accounts for 2014/15. When the Council approved revisions of the
Capital Plan on 11 November 2015, it was agreed to fund the purchase and
development of land near March Road Industrial Estate, Buckie from reserves.
Accordingly, £4,225,000 of reserves are ear-marked for this purpose. The latest
monitoring report which will be submitted to Policy and resources Committee
on 16™ February 2016 forecasts that £815,000 will be returned to reserves at
31 March 2016, and a remaining balance of £1,423,000 is estimated to be
required for earmarked projects in 2016/17. These are listed below:

Elgin High School (£745,000)

Children and Young People ( Scotland ) Act 2014 (£400,000)
Social Care Contracts (£165,000)

Developing Young Workforce (£113,000)

This leaves an estimated free balance of £18,897,000 at the end of March
2016. The proposed use of reserves to balance the budget and fund the DBS
Sharepoint team would leave un-ear-marked general reserves of £12,231,000.
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SUMMARY OF PROPOSED NET BUDGET FOR 2016/17 BY SERVICES

The Proposed Budget for 2016/17 has been summarised by service and is
shown below with 2015/16 Revised Budget, net of the DSM carry forward:

Revised Proposed
Service Budget Budget
2015/16 2016/17
£000s £000s
Environmental Services
Direct Services 23,968 23,957
Development Services 4,384 4,219
General Services Housing and Property 3,863 3,698
Education and Social Care Services
Education & Integrated Children’s Services 94,233 94,800
Health and Social Care Services 39,877 40,829
Corporate Services
Legal and Democratic Services 4,153 3,988
Human Resources and ICT Services 4,465 4,488
Financial Services, inc Internal Audit 2,200 2,200
Designing Better Services / Sharepoint team 429 305
Chief Executive 2,084 2,084
Other Expenditure 1,955 1,955
Loan Fund 12,727 13,447
Pay & Price Increases 2,000
Provisions unallocated 3,255
New Burdens (funded by Government Grant) 2,372
Budget Pressures 5,682
TOTAL BUDGET 197,590 206,024
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COUNCIL RESERVES

Reserves are held for a number of general and specific purposes. A General
Fund is maintained to ensure that the Council has a working balance to help
cushion the impact of uneven cash flows and avoid necessary temporary
borrowing and as a contingency to cushion the impact of unexpected events or
emergencies. The table below provides a summary of the useable general
reserves held by the Council:

Balance as at
01/04/2015
£000s

FREE BALANCES

General Fund

General Services 23,730
Devolved School Management 1,025
Central Energy Efficiency Fund 168
Other 120

In previous years, a figure of £5 million has been identified as a desirable
balance to maintain on the General Services Fund. The main reasons for
maintaining a General Services Fund are described in paragraph 8.1 above.
By their nature, it is not possible to define or quantify unforeseen events.
However, it is important to continuously review the level of funds held and the
target level. The three most significant risk factors at the current time are:

(@) Winter Maintenance — The budget for roads winter maintenance is based
on mild winter weather and any adverse weather conditions could result in
a budget overspend.

(b) Flood Emergency Response — the major schemes are complete but recent
severe weather events have seen significant flood damage in areas not
historically considered to be at risk of floods.

(c) Additional Transitional Costs — Changing council services to become more
efficient or reducing service provision is likely to result in severance costs
(e.g. redundancy) and also timing issues where services continue for
longer than funding is available (this can result from the time necessary for
consultation and implementation of changes).

(d) The balance of earmarked reserves required to be carried forward into
2016/17 is £1,423,000 and are detailed in paragraph 6.5.

(e) There are significant uncertainties regarding the level of funding for the
General Revenue Grant for 2017/18 and in future years.

The outturn for the current year is estimated to result in the return to revenue
balances of £815,000 and this will be reported to Policy and Resources
Committee on 16™ February 2016.

The Sharepoint implementation project has been approved to be funded from
reserves. It is estimated that this will require a budget of £305,000 and further
budget of £228,000 in 2017/18.
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ASSET MANAGEMENT

The Council owns a range of assets which are used to deliver — directly or
indirectly — services to the people of Moray. The investment needed to ensure
that these assets meet the Council approved standard for the asset type are
ascertained through the asset management planning process.

The Council’'s Asset Objectives were approved by the Policy and Resources
Committee on 11 October 2011:

. To ensure that our assets are fit for purpose in terms of condition,
sufficiency, suitability, and accessibility.

o To ensure that our asset use demonstrates Best Value in terms of
running costs and environmental impacts.

o To ensure that our Asset Management processes reflect good practice.

o To ensure that our assets reflect the policies and priorities of the Council.

The Council adopted the following standards for the asset classes within the
Capital Plan on 11 February 2014:

Asset Type Recommended Standard
Schools B condition B suitability
Offices, Depots etc Of a standard that supports the

efficient delivery of services

Leisure Centres and Community | B condition B suitability
Centres

Children’s Play Areas To meet safety standards

Town Halls B condition B suitability

Day Centres and Resource Centres B condition B suitability

ICT Schools 5 Year Replacement
Offices etc 7 Year Replacement

Plant and Vehicles Replacement  based on cost
effectiveness — assessment of
replace or repair

Industrial Estates B condition B suitability

Other Economic Development None currently agreed

Waste Management Of a standard that supports the
efficient delivery of services

gﬁ:g:s At end of 10 year period aim to be at

the midpoint of the table for road

Street Lighting conditions in Scotland

Harbours B condition B suitability

Flood Alleviation Works None currently agreed

To achieve these standards and to maintain them thereafter requires both
revenue and capital expenditure. Day-to-day maintenance is funded through
revenue. Major component replacement, refurbishment or construction is
funded through capital.
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Capital expenditure is funded from three sources:
e Borrowing
e Capital grants from Scottish Government and other sources
e Capital receipts from the sale of assets or developer contributions.

When the Council borrows for capital expenditure, the capital financing charges
incurred are met from the revenue budget. Therefore the capital programme
has a direct impact on the revenue budget. It also has an indirect link: when
reviewing the Capital Plan, due account must be taken of the revenue costs
associated with the asset base, to ensure that the operating costs within the
revenue budget are complete and adequate, particularly with regard to the
whole-life maintenance costs of assets.

As stated in paragraph 4.4, the Council will consider the draft Capital Plan in
March 2016, and the draft Revenue Budget has included a budget for loans
charges sufficient to accommodate the current draft plan of £38,886,000, based
on the known requirements for investment in the Council’s asset base plus
commitments already approved by Council. However, councillors have been
provided with details of the work required to deliver current council policy in
relation to assets, from which it is clear that the policy is unaffordable by a huge
margin. Continuing to maintain the current council infrastructure and deliver
services from existing facilities is not sustainable and the council will, very soon,
be forced to make difficult choices about the number of assets it continues to
use and or the standard to which they are maintained.

In addition to the financing costs associated with capital investment there are
two categories of assets for which there is a requirement to increase the
Repairs and Maintenance budgets. For Educational Properties an additional
£2million per year is required with immediate effect as part of the programme to
bring have all schools to a BB condition and suitability standard. The same
amount (£2million) is also required to meet the council’s policy in relation to its
roads. No allowance has been made for these increases in 2016/17 and
therefore, in approving a budget which excludes these amounts councillors are
accepting that the council is not able to achieve its policy set out in paragraphs
9.2 and 9.3 above.

COMMUNITY ENGAGEMENT

It is clear that the current arrangements for providing council services are not
sustainable. This position has been made clear to the council on a number of
occasions, most recently at the council meeting on 11 November 2016. Grant
funding for the year ahead is significantly lower than the council had anticipated
and this reduction has accelerated the pace at which the council needs to
change the way in which it delivers services and the volume of service it is able
to deliver. The budget strategy recognises the importance of community
engagement in addressing the challenge of reducing and changing council
services.
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The council works with other public service providers and tsiMoray on a range
of issues and the Community Planning Board, which oversees this partnership
working, is promoting a new joint approach to community engagement. The
council will be provided with a report on the Community Planning Partnership
approach to engagement for 2016 at its meeting on 30 March 2016. The report
will include proposals for engagement on the financial challenges faced by the
council. Councillors have previously highlighted the importance of involving
employees in community engagement and the proposals will incorporate
engagement with staff.

As shown in APPENDIX 1 and using current forecasts the Council requires
savings of £3,478,000 and a further use of reserves of £6,315,000 to balance
the 2016/17 budget. As reserves can only be used once, required savings of
£6,315,000 will be carried forward to 2017/18 and a further funding gap is
anticipated for that year resulting in £14,260,000 savings required for 2017/18
financial year

SUMMARY OF IMPLICATIONS

€) Moray 2023: A Plan for the Future/Service Plan
Financial planning is integral to the Council’s overall planning processes
and allows the Council to direct resources to its agreed priorities.

(b)  Policy and Legal
The Council is required by statute to set a balanced budget before the
start of the financial year. The requirement is set out in the Local
Government Finance Act 1992 (section 93).

(c)  Financial implications

The proposals outlined within this report would result in budget
pressures of £5,682,000 being funded with a further £2,000,000 for pay
and price increases and provision of £720,000 for increased loan
charges. Savings of £221,000 have been previously approved and a
further £722,000 temporary savings (2016/17 only) and £2,535,000
permanent savings have been identified for 2016/17. The balance of
£6,315,000 will be funded from reserves in 2016/17. In total the revenue
budget will be set at £206,024,000.

(d) Risks Implications
The proposed Budget for 2016/17 is subject to the following risks:

o Budget assumptions are below actual levels required

o Price inflation will add pressure to budgets. Budget Managers will
control their spend to the budget agreed and may have to reduce
service levels or identify further savings.

o Budget pressures exceed the allocation available. Corporate