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Agenda Item 14.

Medway
Serving You
CABINET
29 JUNE 2010

PUBLIC SPENDING REDUCTIONS
Portfolio Holder: Councillor Alan Jarrett, Finance
Report from: Mick Hayward, Chief Finance Officer
Author: Mick Hayward, Chief Finance Officer
Summary

This report considers the recent announcements made by the Chancellor of the
Exchequer in respect of the emergency reductions of £6.2 billion in public spending
and the further announcements in the emergency budget presented to Parliament
on 22 June 2010.

1.1

1.2

1.3

1.4

2.1

Budget and policy framework
This is a matter for Council.

The Cabinet is asked to consider this matter as urgent as the immediate reductions
apply to the current budget and any delay in implementing recommendations
increases the pro rata impact for the remainder of the year and makes achievement
that more difficult.

The Mayor, in the absence of the Chairman of the Business Support Overview and
Scrutiny Committee, has agreed that the taking of these decisions cannot be
reasonably deferred, in accordance with Rule 16 (Special Urgency) of the Access to
Information Rules (Part 2 of Chapter 4 in the Constitution).

The Vice-Chairman of the Business Support Overview and Scrutiny Committee, in
the absence of the Chairman, has also agreed to waive call in on this report on the
basis that this matter is reasonable in all the circumstances and to it being treated
as a matter of urgency in accordance with Rule 16.11 of the Overview and Scrutiny
Rules (Part 5 of Chapter 4 in the Constitution).

Background

On 24 May the Chancellor announced the Government’s intention to cut back public
sector spending in the current financial year by £6.2 billion. This was followed a day
later by an announcement that the Local Government share of this cutback would
be £1.165 billion, details of which were published on 10 June.
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2.5

The £1.165 billion is a combination of savings across a number of Government
departments impacting directly upon Local government services and was a
combination of revenue and capital spending as set out in the table below:

Local Government Savings

Revenue Capital Total

£m £m £m
DfE 311.0 0.0 311.0
DfT 35.6 273.4 309.0
CLG 278.5 80.0 358.5
Local Government DEL 175.0 0.0 175.0
DEFRA 0.0 7.5 7.5
Home Office 6.0 0.0 6.0
Adjustment Grant -1.1 0.0 -1.1
Total 805.0 360.9 1165.9

There remains a further £5.1 billion of savings to be found across government
Departments and it is highly unlikely that Local Government will escape without
impact from these savings in addition to the direct effect from the £1.165 billion. As
an example the Department for Education (DfE) have been more forthcoming than
most departments and in his most recent letter Michael Gove has, for example,
highlighted that 14 — 19 Local Delivery Support Grant will be cut by £13.2 million as
part of a package of additional savings of £359 million (the DfE share of the £5.1
billion) and that Local authorities will be advised in the coming weeks with details of
how the current year’s funding will be affected. In addition we learnt last week that
the ‘free swimming’ initiative launched by the previous Government is to be ended
from 31 July 2010. The grant received for this concession is approximately
£228,000. The Cabinet report approving adoption of the scheme on 27 January
2009 set the scheme up as a discount against the normal charges, to apply for so
long as the subsidy was received. The discount will therefore end on 31 July and
service users are being informed.

Broadly the savings from the £1.165 billion are falling into 3 known areas in terms of
the effect upon Medway:

e Area Based Grant (ABG) cuts of £1.961 million against a total ABG of £18.1
million. Of this £1.961, the DfE share is £1.63 out of a total ABG base of £6.801
million;

e A cutin the Integrated Transport and Road Safety grants (LTP capital) of £0.945
million; and

e A cutinthe PSA reward grant that was expected to be received this year of
£3.273 million (£0.975 million capital, £1.86 million revenue and £0.438 million
partnership rewards).

In addition to the direct savings from the £6.2 billion members will be aware of the
broader announcements made in the budget on 22 June 2010. The key point in that
delivery as far as the Council is concerned is the confirmation that there will be a
spending review announcement in October this year and that as part of that review
Government is seeking to cut the public sector spend by some 25% over the next
four years. This is in addition to the savings already announced as part of the £6.2



2.6

3.1

3.2

3.3

3.4

billion and will obviously have a serious impact on the broader public spend in the
area as well as a direct effect upon the Council itself.

Medway’s budget (non-schools) at £712 per head of population (CIPFA stats
2009/10 Finance and General Statistics) compares to the national position where
the average is £1,089 and the Unitary average of £797. This reinforces the VFM
credentials of the Council and against such a background a 25% reduction in
resource will be difficult to manage. It may be that there is some hope of a better
redistribution of resource, particularly around the effects of damping, but of course
in such a scenario one Council’s gain is somewhere else’s loss and this has always
been difficult to manage with past settlements reflecting variable increases rather
than specific reductions. As a simplistic example the 2010/11 settlement sees
Medway losing £4.3 million and Brighton and Hove gaining £19.5 million that
equates to some 18% of the Formula Grant they receive.

Implications for Medway Council

The Council will need to agree proposals to adjust the budget for 2010/11 it agreed
on the 25 February 2010 to compensate for the specific reductions in funding
streams as follows:

Capital budgets:
o Aloss of £0.945 million funding against the approved Local transport Plan
(LTP) programme
e Aloss of £0.9 million of expected Public Service Agreement (PSA) reward
grant for which the allocation was approved by Council on 26 February 2009

Revenue budgets:
e Aloss of £1.961 million of expected Area Based Grant (ABG) of which £1.6
million falls within Childrens’ services
e Aloss of £0.830 million of expected, PSA reward grant allocated as per
Capital

In respect to the PSA reward grant additional allocations were made for 2011/12
and beyond of £0.830 million and £0.200 million revenue, and £0.025 million capital
for which funding is also lost.

Consultation with portfolio holders and the corporate management team have
produced a number of measures to cope with these changes and these are set out
in the attached appendices. These identify the options for Cabinet to recommend
these reductions to Council, and are set out as: capital changes for both the LTP
and the PSA reductions; the revenue reductions applying in respect of ABG
reductions in Childrens’ services and elsewhere; proposals to meet the funding
shortfall for revenue PSA grant and the numbers and locations of staff affected by
the changes.

In total some 50 posts will be affected by these immediate changes with almost all
of these posts being presently filled and this would result in compulsory
redundancies albeit the option of redeployment will be pursued in the first instance.
Staff involved will have been informed in advance of the Cabinet meeting and if
Cabinet agrees to request full Council to consider the recommendations, then the
formal consultation period will start on the week commencing 5 July 2010.



3.5

3.6

3.7

41

For the revenue reductions the appendices further identify the impact and
associated risks in making these changes and these are summarised in the tabled
below:

Savings Summary

£000’s

Appendix 1 — Capital Savings

LTP 862.500

Road Safety Grant 46.000

PSA 1,006.775
Total Capital 1,915.275
Appendix 2 — RCC savings (revenue)

ABG saving (Road Safety Grant) 85.000

ABG saving (Prevent) 56.637

ABG saving (Community Cohesion) 32.941

Other revenue savings 105.000
Appendix 3 — BSD savings (revenue)

Financial Management 170.150

HR/ICT 197.050

Communications, Performance and Partnerships 262.420

Library Books 0.120
Appendix 4 — C&A savings (Revenue — ABG)

Various 1,798.305
Total Revenue 2,707.623
Total Savings 4,622.898

In total the savings target is £4.635 million and the savings highlighted above total
£4.623 million.

Clearly at this stage it is difficult to predict the potential costs of redundancies and
although the appendices identify the full year savings for the proposals it is
inevitable that this sum will not be achieved in the current financial year. To the
extent that these costs are one-off, Cabinet are asked to finance them from
reserves.

Risk Management

The need to adjust budgets in mid-year both restricts the options available and
increases the annualised target for revenue unless reserves are used to fill the gap
created. The use of reserves is possible given the report elsewhere on the agenda
in respect of the 2009/10 outturn position. However it is now very clear that there
will be substantial reductions in spending required for the coming financial years as
well and against that background it is essential that the risk of non-sustainability is
mitigated. It may be possible to use reserves to meet once-off costs, such as



5.1

6.1

6.2

6.3

7.2

redundancy, in achieving sustainable reductions. Any failure to agree the budget
reductions and 9mplement speedily will pose the likely risk of over spending.

Diversity Impact Assessment

The council has legal duties in relation to race, gender and disability equality in
service provision. It must assess whether any proposed changes have a
disproportionately negative effect on people from different ethnic groups, disabled
people and men and women, which as a result may be contrary to these statutory
obligations. A diversity impact assessment screening exercise has been carried out
and is attached at appendix 5. It states that there are two areas which have been
identified in the DIA as having potential to impact on particular groups, disabled
people and children and young people. The accessibility projects will be completed
but will take longer. The savings required to be made from Children’s Services were
directly identified by central government. Because of these two reasons, the
screening exercise did not identify the need to complete a full DIA. The impact of
changes will be monitored closely to ensure that any unidentified and unintended
negative impact is recognised and responded to.

Financial and Legal Implications

The financial implications are summarised in the body of the report and spelt out in
some detail in the appendices.

Changes to the budget framework are a matter for Council and the reductions to the
funding expectations require amendment to the budget as agreed at Council on 26
February 2010.

Any possible redundancies are subject to consultation with employees and trade
unions. Formal consultation will commence after this meeting and last for 30 days.
Officers’ delegated authority only applies to reorganisations where there is no
significant or policy implications and therefore Cabinet is asked to recommend that
delegated authority is given to the Directors and Chief Executive to consider any
alternative proposals presented by employees and the trade unions. The process of
redundancies will be in accordance with the Council’s organisational change policy
and procedure.

Recommendations for Cabinet 29 June 2010

That Cabinet recommends that Full Council:-

(i) agrees the proposals set out in this report and its appendices to redress the
budget shortfall

(ii) approves the use of reserves accruing from the underspend in 2009/10 to
fund any necessary once-off costs in implementing the changes.

That Cabinet authorises the Directors and Chief Executive to consider and
determine all consultation responses received in respect of their Directorates.

Suggested Reasons for Decision

The budget reductions announced by the Government require changes to the
budgets agreed by Council so as to avert an over spending occurring and bring the
planned expenditure for the Council back in line with the funding available.



Background papers
Treasury announcements on public sector funding and departmental analyses available
though Government websites.

Lead officer contact
Mick Hayward, Chief Finance Officer, Gun Wharf, Tel (01634) 332220,
e-mail mick.hayward@medway.gov.uk




Appendix 1

LTP Funding

1.

Lordswood Leisure Centre Access Improvements run the scheme over
two financial years - Spend would be : £265,000 2010/11 and £75,000 in
2011/12 SAVE £75,000 in 2010/11

Ranscombe Farm - reduce budget from £300,000 to £50,000 and improve
visitor car park and visitor signage only. SAVE £250,000 in 2010/11

Twydall Traffic Calming Project - abandon scheme and not take up the
offer of match funding of £330,000 from the charity SUSTRANS. We have
already spent £35,000 on this project leaving £295,000 in the current Council
financed part of the budget. SAVE £295,000 in 2010/11

Air Quality Schemes - reduce budget from £150,000 to £100,000 in
2010/11. We will still monitor air quality but not. SAVE £50,000 in 2010/11

A228 Average Speed Cameras - Reduce budget from £130,000 to £30,000
and maintain cameras for one year only in 2010/11 and not for at total of 4
years as planned. _SAVE £100,000 in 2010/11.

Albemarle Road Lordswood Access Improvements £60,000. Thisis a
series of improvements to upgrade pedestrian facilities for the less able/
disabled and improve access onto buses. We could run over two financial
years and save £30,000 this year. SAVE £30,000 in 2010/11.

Parkwood Shopping Centre - £125,000. This is a project to deliver better
disabled access to the shopping centre. Split the remaining budget into
2010/11 and 2011/12. SAVE £62,500 in 2010/11.

TOTAL LTP Capital Savings £862,500

Road safety grant

1.

Road Safety Partnership - £71,000 budget for maintenance of speed
cameras reduced to £25,000 for minimal maintenance. SAVE £46,000 in
2010/11.

TOTAL Road Safety Capital £46,000




Appendix 1

Council's Capital Programme (PSA funding reduction)

1.

Eastgate House - removing the capital allocation which is match funding for
any successful lottery bid would release about £448,817 and leave £100,000
for ongoing essential repairs and running costs of this Grade 1 listed building.
However we have a lottery bid being submitted on 25 August for around £1
million and the £550,000 is the match funding for the bid. SAVE £448.817 in
2010/11

Watermill Wharf - after the withdrawal of SEEDA and CLG finance the
scheme is not funded. However, it would be prudent to keep a small float in
the budget line until the close of the financial year in case HCA ask for the
money which they sank into the scheme back. By showing a budget line we
can maintain the scheme is still alive if we need to. Reduce sum from £7,600
to £3,000. To move this project on which has planning consent we could look
to offer the site to the private sector. SAVE £4,600 in 2010/11

Gillingham Park - we did not receive the lottery funding applied for. We
could remove the £103,358 in the Council's budget but some of the pathways
are in a dangerous state and need resurfacing. Suggest leaving £50,000 in
the budget line. SAVE £53,358 in 2010/11

Medway Tunnel Duplicate provision in LTP and Council programme. Delete
£500,000 funded ex RBT reserve. SAVE £500,000 in 2010/11

TOTAL Council Capital Savings £1.006,775
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Appendix 5 - Diversity Impact Assessment: Screening Form

Directorate Name of Function

All Council Review of services due to budget reductions

Officer responsible for assessment Date of assessment | New or existing?
Neil Davies 29" June 2010 New

Defining what is being assessed

1. Briefly describe the
purpose and objectives

The Council aims to deliver effective, efficient and
sustainable services which meet the needs of the
community.

This report responds to announcements made by the
Chancellor of the Exchequer in respect of the
emergency reductions of £6.2 billion in public spending
and the further announcements in the emergency budget
presented to Parliament on 22 June 2010. As a result
Medway Council has to find savings of some £6.1 million
in year. As part of this process a series of measures are
being announced which will impact on the capacity of the
Council to deliver some projects and services.

The budget reductions announced by the Government
require changes to the budgets agreed by Council to
avert an over spend occurring and bring the planned
expenditure for the Council back in line with the funding
available.

The report is asking cabinet to consider this matter as
urgent as the immediate reductions apply to the current
budget and any delay in implementing recommendations
increases the pro rata impact for the remainder of the
year and makes achievement that more difficult.

2. Who is intended to
benefit, and in what way?

Savings are intended to be achieved in a way that
ensures financial sustainability whilst not
disproportionately impacting on unfairly disadvantage
any sections of the community. Particular areas have
been identified:

Capital budgets:

A loss of £0.945 million funding against the approved
LTP programme

A loss of £0.9 million of expected PSA reward grant
Revenue budgets:

A loss of £1.961 million of expected Area Based Grant of
which £1.6 million falls within Childrens’ services

A loss of £0.830 million of expected PSA reward grant
allocated as per Capital

3. What outcomes are
wanted?

Council to continue to provide effective services to
residents which meet their needs whilst at the same time
ensuring that it has a stable financial base.
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4. What factors/forces
could contribute/detract
from the outcomes?

Contribute

Detract

5. Who are the main
stakeholders?

Residents of Medway.

6. Who implements this
and who is responsible?

Senior Management Team and Elected Members.

Assessing impact

7. Are there concerns that
there could be a differential

impact due to racial groups?

YES

NO

What evidence exists for
this?

The savings are being made across a wide range of
services and there is no evidence to suggest that this
will directly impact on particular groups. However, this
will be monitored closely to ensure that any
unidentified and unintended negative impact is
recognised and responded to.

8. Are there concerns that
there could be a differential
impact due to disability?

A number of the projects affected are related

YES | to accessibility.

NO

What evidence exists for
this?

It should be noted that these projects are being
delayed i.e. rather than being delivered within one
financial year as anticipated they will take place over
a longer period. The proposed extension to the
completion of the projects is to ensure they are
carried out in a financially prudent way.

9. Are there concerns that
there could be a differential
impact due to gender?

YES

NO

What evidence exists for
this?

The savings are being made across a wide range of
services and there is no evidence to suggest that this
will directly impact on particular groups. However, this
will be monitored closely to ensure that any
unidentified and unintended negative impact is
recognised and responded to.

10. Are there concerns there

YES

18




could be a differential impact
due to sexual orientation?

NO

What evidence exists for
this?

The savings are being made across a wide range of
services and there is no evidence to suggest that this
will directly impact on particular groups. However, this
will be monitored closely to ensure that any
unidentified and unintended negative impact is
recognised and responded to.

11. Are there concerns there
could be a have a differential
impact due to religion or
belief?

YES

NO

What evidence exists for
this?

The savings are being made across a wide range of
services and there is no evidence to suggest that this
will directly impact on particular groups. However, this
will be monitored closely to ensure that any
unidentified and unintended negative impact is
recognised and responded to.

12. Are there concerns there
could be a differential impact
due to people’s age?

The areas identified for reduced funding by
YES .
central government include a number of

NO services provided for young people.

What evidence exists for
this?

The Council is in the position of having to cuts in the
areas identified by Government. In order to remain
financially viable these services will need to be
reduced accordingly. Every effort will be made to
ensure that children and young people are supported
whilst these changes are introduced and that their
safety is paramount. We will continue to monitor any
unintended impact carefully.

13. Are there concerns that
there could be a differential
impact due to being trans-
gendered or transsexual?

YES

NO

What evidence exists for
this?

The savings are being made across a wide range of
services and there is no evidence to suggest that this
will directly impact on particular groups. However, this
will be monitored closely to ensure that any
unidentified and unintended negative impact is
recognised and responded to.

14. Are there any other
groups that would find it
difficult to access/make use
of the function (e.g. young
parents, commuters, people
with caring responsibilities
or dependants, young
carers, or people living in
rural areas)?

If yes, which group(s)?
YES

NO

What evidence exists for
this?
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15. Are there concerns there
could have a differential
impact due to multiple
discriminations (e.g.
disability and age)?

Brief statement of main issue
YES

NO

What evidence exists for
this?

Conclusions & recommendation

16. Could the differential
impacts identified in
questions 7-15 amount to
there being the potential for
adverse impact?

Two areas have been identified in the form as
YES | having potential to impact on particular
groups, disabled people and children and
young people. The accessibility projects will
be completed but will take longer. The

NO | savings required to be made from Children’s
Services were directly identified by central
government.

17. Can the adverse impact
be justified on the grounds
of promoting equality of
opportunity for one group?
Or another reason?

YES | Not Applicable

NO

Recommendation to proceed to a full impact assessment?

These savings have to be made as direct result of reductions in funding this
No | financial year. If not implemented speedily the Council could be in a financially
vulnerable position. However, as the situation evolves the Council will remain
vigilant to the possibility of any unidentified and unintended impact.

Action plan to make Minor modifications

Outcome Actions (with date of completion) | Officer responsible

Planning ahead: Reminders for the next review

Date of next review

Not applicable to schedule this DIA for full review, but
the council will continue to monitor impact..

Areas to check at next
review (e.g. new census
information, new
legislation due)

Is there another group
(e.g. new communities)
that is relevant and ought
to be considered next
time?

Signed Assistant Director

Date

20




Signed Chief Executive

N

Date

29/6/10
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