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ECONOMY REGENERATION AND HOUSING COMMITTEE
Tuesday, 16 July 2024

REPORT TITLE: BUDGET MONITORING AND BUDGET SETTING
PROCESSES
REPORT OF: DIRECTOR OF FINANCE

REPORT SUMMARY

This report sets out how the 2024/25 budget will be monitored through the Committee system,
which will facilitate the Policy and Services Committees (the Committees) to take ownership of
their specific budgets and present appropriate challenge and scrutiny of Officers on the
management and performance of those budgets.

The concurrent activity of budget setting for 2025/26, and how this will be approached, is also set
out in this report; incorporated in which are:
e revisions to the approved Medium Term Financial Plan (MTFP) — the formulation of savings
proposals and presentation of pressure/growth items
e the application of the Medium Term Financial Strategy (MTFS) principles that underpin the
budget process and decision-making, with links to the Council Plan
e how savings plans are to be configured
e considerations of requisite consultation exercises
e the role of the Finance Working Group

This matter relates to all Wards within the Borough and is not a key decision.
RECOMMENDATIONS

It is recommended that the Economy Regeneration and Housing Committee notes:
1. the process for in-year monitoring of the 2024/25 budget; and

2. the proposed approach to 2025/26 budget setting and the key assumptions that will be
used.
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SUPPORTING INFORMATION
REASONS FOR RECOMMENDATIONS

The 2024/25 Council budget was agreed at Full Council on 26 February 2024. This budget
was made up of savings proposals, pressures/growth items and funding that were based on
actual known figures or best estimates available at the time. At any point during the year,
these estimated figures could change and need to be monitored closely to ensure, if
adverse, mitigating actions can be taken immediately to ensure a balanced budget can be
reported to the end of the year.

The Council has a legal responsibility to set an annual balanced budget, which sets out how
financial resources are to be allocated and utilised. In order to successfully do so,
engagement with members, staff and residents is undertaken. The recommendations in this
report inform that approach.

Managing and setting a budget will require difficult decisions to ensure that a balanced
position can be presented. Regular Member engagement, which this report forms part of, is
considered essential in delivering effective governance and financial oversight.

OTHER OPTIONS CONSIDERED

The proposals set out in this report are presented to allow for efficient and effective budget
monitoring activity that can be conducted in a timely manner. As such, it is considered that
to meet the business needs and address the challenges that the Council faces that no
alternative options are viable or appropriate at this time.

Not engaging with the Committee at this time, on the matters set out, was an option that
was available, however it is considered that involvement of Committees as soon as
practical after the agreement of the 2024/25 budget will best assist in delivering the benefits
detailed in paragraph 2.1.

In the event of the Section 151 Officer determining that a balanced financial position could
not be presented, the Section 151 Officer would be required to issue a section 114 notice
and report this to all Members of Full Council. The outcome of which could result in
intervention by the Government.

BACKGROUND INFORMATION
Budget Monitoring Process

On 26 February 2024 Full Council approved the 2024/25 budget, which included significant
budget savings/efficiencies (details provided at Appendix A) in order to present a balanced
position for the year.

The calculation of the 2024/25 budget was prepared using known figures or best estimates
available at the time. At any point during the year, internal or external factors may influence
a change in these estimates which could either have a favourable or adverse impact on the
ability to deliver a balanced position at financial year-end.

In order to ensure that a balanced position can be achieved, it is imperative that a robust
process for monitoring and managing the budget is in place.
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An internal officer governance process is in place, in line with past activity, to scrutinise and
challenge budget performance in advance of financial forecasts being presented to the
Committees. This process includes:

e Officers responsible for managing budgets (Budget Holders) should regularly
examine financial data and transaction records within the Oracle finance system
to ensure their accuracy and completeness.

e Budget Holders and finance staff should convene frequent meetings to rigorously
assess current income and expenditure levels, as well as determine future
financial obligations. This analysis will facilitate the provision of dependable
forecasts within the Oracle EPM finance system.

e Directorate Management Team (DMT) review of the outcomes of the budget
holder and finance staff meetings.

e Scrutiny and challenge by DMTs as to the robustness of the figures and forecast
presented in the context of Directorate-wide activity.

e DMT agreement on appropriate remedial action where necessary.

e Operational Performance Group (OPG) review and challenge of the forecast
position.

e Progress on approved savings items monitored through OPG.

e Regular updates to Strategic Leadership Team for Senior Officer scrutiny and
agreement on latest Council financial position.

e Referral and/or escalation to SLT of potential financial pressures to provide
organisational oversight in conjunction with other corporate initiatives.

e Presentation to Committees.

To facilitate an understanding of income and expenditure levels against operational
activities, Appendix B of this report provides the Committee with a detailed breakdown of
their 2024/25 budgetary status, organised by functional area.

Once the Annual Budget and related policy framework is approved, it becomes the
Council’s decision and is effective immediately in respect of the relevant financial year in
scope. The Council’s Constitution provides that Policy and Service Committees and
Officers are required to implement the Council’'s budget and policy framework as set out at
Budget Council. In normal operating conditions, a Policy and Service Committee may only
take decisions which are fully consistent with the Council approved budget and policy
framework. Chief Officers must ensure that no commitments are made that would result in
an approved budget being exceeded.

Each Committee will be responsible for:

e Ensuring that the committee budget is utilised effectively and responsibly and remains
within the relevant budget envelope,

e Implementing corrective measures, when appropriate, to address any adverse financial
situations that may arise during the fiscal year. Such actions could include curtailing
expenditure or reassessing spending priorities.

Policy and Resources Committee will be responsible for ensuring that the entire budget will
be in balance, including providing mitigating actions to bring the budget back in line from
any adverse variance position that may be forecast, which may take the form of providing
direction to other Service Committees. Policy and Resources Committee will be responsible
for advising Full Council on organisation-wide financial activity.

To enable the Committees to manage and monitor budgets effectively in-year, a suite of
detailed information will be provided on a quarterly basis, comprising:
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e A report monitoring the revenue budget, including the most recent full-year
financial forecast and evaluation.

e Full list of budget savings proposals and the progress for their achievement.

e A report monitoring the capital budget, including the most recent full-year
financial forecast and evaluation.

e Other specific financial information relevant to the individual committee’s
decision-making process.

This information will be made available at the earliest committee meeting, following the
guarter end and completion of the internal governance process, detailed in paragraph 3.4.
The anticipated timetable for reporting quarterly financial information to committee is:
Quarter 1 (1 Apr — 30 Jun): July 24

Quarter 2 (1 Jul — 30 Sep): November 24

Quarter 3 (1 Oct — 31 Dec): February 25

Quarter 4 (1 Jan — 31 Mar): June 25

Each Committee should have established a Budget Oversight Panel to facilitate regular
space to review the budget position in between scheduled committee meetings during
stages of the financial year.

The Budget Oversight Panel will comprise the Committee Chair and Spokespersons, the
relevant Director and Assistant Directors (as required), Finance and Democratic Service
representative.

The purpose of this group is to:-

e Ensure that Members are receiving the most current financial data and are monitoring
the budget throughout the year.

e Question the Director on implications of the financial data ahead of the scheduled
Committee meeting.

e Seek further information from the Director/Assistant Director where necessary.

e Make reasonable requests for certain additional information to facilitate strategic
decision-making.

e Make links between financial performance and activity, to inform decision-making of the
Committee.

e Inform the process of efficiency target setting and monitor performance against delivery
of efficiency targets agreed.

The Committees have the autonomy (subject to delegation levels) to enact budget
virements (transfers) from one function to another within their overall committee budget
envelope. Virements will also need to be agreed by the Section 151 Officer as there are
certain conditions where budgets are not allowed to be transferred for the purposes of
gaining a specific benefit.

The Committees will be responsible for containing net expenditure within their overall
budget envelope and not overspending. Where an adverse variance is forecast, each
committee will be required to take remedial action, with detailed plans and timeframes, to
bring the budget back in line and ensure that overspends are mitigated. Where a committee
has taken all possible steps for remedial action and is unable to fully mitigate an overspend,
this must be reported to the Policy and Resources Committee who will then take an
organisational-wide view of how this adverse variance will be managed. There must be
immediate action agreed to ensure a deliverable, balanced forecast position can be
reported, and this will be monitored on a regular basis by the Policy and Resources
Committee.
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Whilst each committee is required to remain within its annual budget envelope, situations
may transpire that demonstrate an in-year favourable forecast variance being reported to a
Committee. Committees wishing to use any forecast underspend, must have approval from
the P&R Committee.

The Council must not be in a situation where one Committee is forecasting an overspend,
unable to mitigate it, and another Committee is forecasting an underspend and takes a
decision to utilise this for unplanned growth purposes. The Policy and Resources
Committee will be responsible for ensuring that operating in silos does not occur and that
resources are aligned to Council objectives at all times.

The Policy and Resources Committee has ultimate responsibility for taking any necessary
steps required to ensure a whole Council budget can report a balanced position throughout
the year. The Section 151 Officer, in consultation with the Monitoring Officer, will be
responsible for ensuring that any budget actions, proposals and mitigations are achievable
and legal.

The Finance Working Group will meet to support the Policy and Resources Committee in its
aims of providing strategic direction to the operation of the Council, to maintain a strategic
overview of budgets and to provide a coordinating role across all other service committees
through a ‘whole council view’ of budget monitoring.

Budget Setting Process

The process for setting the budget for 2025/26 will commence immediately, building on the
MTFP that was approved by Full Council on 26 February, as recommended by Policy and
Resources Committee.

The most recent version of the MTFP contains a number of financial pressures and savings
for 2025/26 (and beyond) that illustrate a budget gap of £3.191m. The budget setting
process will need to close the budget gap, which will fluctuate during 2024/25 subject to
further information and analysis of potential financial pressures as well as obtaining clarity
on government and other funding available to the Council.

Included within the MTFP for 2025/26 is a suite of proposals for consideration in the
proposed budget setting process. Officers will develop business cases for these proposals
which will be shared with the regular committee Budget Oversight Panel meetings,
concurrently serving as budget workshops for the Committees.

The budget workshops, a number of which will be convened between now and August in

line with individual committee requirements, will allow current budget intelligence to be

reviewed, challenged and modified. In order to close the budget gap, it will be necessary to

consider a number of approaches, which will include:

e reviewing budget pressures with the aim of reducing them

e reviewing income streams to ensure that maximum benefits are being obtained and that
achievable targets are set.

e reviewing opportunities for budget efficiencies and savings

It is considered vital that clear direction is given by Policy & Resources Committee to each
Committee in respect of their budget setting objectives. To facilitate this, it is recommended
that budget envelopes are constructed for each Committee to work to in order to provide a
framework and clear goals to the approaches noted in paragraph 3.22. These envelopes
will take account of the work of the change programme and any justifiable budgetary



3.25

3.26

3.27

pressures or additional factors that necessitate strategic management and mitigation. The
Finance Working Group will play a key role in this process.

The methodology for constructing budget envelopes will follow the convention adopted for

2024/25, whereby MTFS principles were aligned to Directorate activity through targets that:

e Will produce a balanced budget and MTFP.

e Prioritise statutory services and objectives in line with the Council Plan

e Ensure that non-statutory services that are not supporting statutory services will be
delivered only where there is no net cost to the Council.

e Facilitate a strengthening of our reserves to ensure we have funds for the future to
support the Council Plan

e Demonstrate an appropriate approach to corporate risk.

Each Committee, via the budget workshops, will be accountable for identifying, developing
and agreeing reductions in pressures and deliverable savings proposals to close the
2025/26 budget gap and ensure a draft balanced budget can be considered by the Policy &
Resources Committee in November 2024, to enable budget consultation to start in a timely
manner. See Appendix C for a flow chart of the process for the 2025/26 budget and
timeline.

In developing budget proposals, and reviewing budget activity, each Committee must
adhere to the MTFS guiding principles, including the overarching principle that all
investment and savings decisions will be aligned to the priorities within the Council Plan:

1.

Fees & Charges will be reviewed annually and adjusted for inflation, regulatory
guidance, and competitiveness. When setting charges, the impact on vulnerable
groups will be considered.

Capital decisions will be based upon strong business cases, taking account of invest
to save principles where appropriate. Whole life capital financing costs impacting the
net revenue position of the Council will be fully considered and reflected in the
MTFP.

Service level spend will be benchmarked with suitable peer groups and regularly
reviewed to ensure the principle of an efficient Council is being achieved.

The Council will maximise the opportunities from automation and a policy of ‘Digital
First’ in service delivery.

Service reviews will be undertaken Council wide within the timeframe of the MTFS.
This will ensure that operating models, organisational design and costs are subject
to regular reviews and adjustment.

Service development, savings, and investment will be brought forward based on
business cases that must demonstrate alignment to the Corporate Plan, feasibility,
deliverability and value for money.

The Council will consult with stakeholders across the borough in forming budget
proposals.

The Council will review alternate delivery models and seek joint working and
management initiatives with regional and other partners to align to the Wirral Plan.
The Council will continually review its Earmarked Reserves for appropriateness and
purpose. Unearmarked reserves will be brought to a level of 5% of net expenditure
by 2026/27.

10. Given the challenging financial position of the Council and the need to maintain key

statutory services. The Council will seek to maximise receipts from all funding
streams, including Council Tax over the period of the MTFS.

3.28 Further to these guiding principles the following specific key assumptions will be used for
the initial formulation of 2025/26 budget figures:
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Council Tax increase of 2.99% (1.99% general fund 1% Social Care Precept)

A minimum 3% inflation increase within social care services (largely linked to RLW).

2% Increase in pay costs

2% Contract inflation.

Levies to be increased in line with levying body forecasts.

£2m contribution to the general reserves

e The financial pressures faced by the Adults and Children's Directorates must be
addressed within their existing budgetary allocations, supplemented by any funding
increases derived from the social care precept and any other additional grant funding
enhancements.

e Any funding gap for the BCD will be met from the WGC profits in year.

e Remaining Budget Gap will be bridged from savings identified via Change

Programme and Strategic Transformation activity.

FINANCIAL IMPLICATIONS

This report sets out the 2024/25 budget monitoring process and 2025/26 budget setting
process and has no direct financial implications. The outcome of the processes will, if not
adhered to or a suitable alternative process agreed, will have significant financial
implications. However, the proposals set out control environments and a timeline of activity
deemed necessary as part of sound financial management regime.

If the annual budget cannot be balanced, this may result in a Section 114 report being
issued by the Section 151 Officer - once issued there are immediate constraints on
spending whereby no new expenditure is permitted, with the exception of that funding
statutory services, including safeguarding vulnerable people, however other existing
commitments and contracts can continue to be honoured.

The Council delivers both statutory and non-statutory services at present — the requirement
to eliminate subsidies provided to non-statutory services is considered to be a key
requirement in delivering value for money and ensuring that finite resources are targeted on
beneficial outcomes.

The Financial Management Code requires the Council to demonstrate that the processes
they have in place satisfy the principles of good financial management, based on the
following six principles:

e Organisational Leadership — demonstrating a clear strategic direction based on a
vision in which financial management is embedded into organisation culture.

e Accountability — based on Medium-Term Financial Planning, that derives the
annual budget process supported by effective risk management, quality
supporting data and whole life costs.

¢ Financial management - undertaken with transparency at its core using
consistent, meaningful and understandable data, reported frequently with
evidence of periodic officer actions and elected member decision making.

e Professional standards - Adherence to professional standards is promoted by the
leadership team and is evidenced.

e Assurance - sources of assurance are recognised as an effective tool
mainstreamed into financial management, including political scrutiny and the
results of external audit, internal audit and inspection.

e Sustainability - The long-term sustainability of local services is at the heart of all
financial management processes and is evidenced by prudent use of public
resources.
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LEGAL IMPLICATIONS

The Policy and Resources Committee, in consultation with the respective Policy and
Service Committees, has been charged by Council to formulate a draft Medium Term
Financial Plan (MTFP) and budget to recommend to the Council.

The Council must set the budget in accordance with the provisions of the Local Government
Finance Act 1992 and approval of a balanced budget each year is a statutory responsibility
of the Council. Sections 25 to 29 of the Local Government Act 2003 impose duties on the
Council in relation to how it sets and monitors its budget. These provisions require the
Council to make prudent allowance for the risk and uncertainties in its budget and regularly
monitor its finances during the year. The legislation leaves discretion to the Council about
the allowances to be made and action to be taken.

Once a budget is in place, Council has delegated responsibility to the Policy and Services
Committees to implement it. The Committees may not within, normal business operating
conditions, act contrary to the Budget without consent of Council other than in accordance
with the Procedure Rules set out at Part 4(3) of the Constitution.

It is essential, as a matter of prudence that the financial position continues to be closely
monitored. In particular, Members must satisfy themselves that sufficient mechanisms are
in place to ensure both that agreed savings are delivered and that new expenditure is
contained within the available resources. Accordingly, any proposals put forward must
identify the realistic measures and mechanisms to produce those savings.

RESOURCE IMPLICATIONS: STAFFING, ICT AND ASSETS

At this time, there are no additional resource implications. There may be resource
requirements of any action resulting in remedial or mitigating tasks if an adverse forecast is
reported with regards the 2024/25 budget in year, however these will be reported at the
appropriate time.

RELEVANT RISKS

The Council’s ability to maintain a balanced budget is dependent on a proactive approach
due to estimated figures being provided in the calculation for the budget, albeit the best
estimates available at the time, plus any amount of internal and external factors that could
impact on the budget position in year. Examples of which are new legislation, increased
demand, loss of income, increased funding, decreased funding, inability to recruit to posts,
etc.

A robust monitoring and management process for the budget is in place. If at any time
during the year an adverse position is forecast, remedial action must be agreed and
implemented immediately to ensure the budget can be brought back to balanced position.

The risk of this not being able to be achieved could mean that the Council does not have
enough funding to offset its expenditure commitments for the year and therefore not be able
to report a balanced budget at the end of the year. This could result in the Section 151
Officer issuing a Section 114 notice.

A key risk to the Council’s financial plans is that funding and demand assumptions in
particular can change as more information becomes available. As such, the MTFP is
regularly reviewed and updated as part of routine financial management.
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Under the system of retained Business Rates, Authorities benefit from a share of any
increased revenues but are liable for at least a share of any falls in income (subject to
safety net triggers) and any non-collection. This includes reductions arising from appeals
relating to past years which partially fall on the Authority. These risks are mitigated through
a combination of the operation of the Collection Fund and General Fund Balances.

Assumptions have been made in the current budget outlook for income and funding from
business rates and council tax and social care grants as the main sources of funding. If
there is an adverse change to these assumptions as a result of government
announcements, additional savings proposals or reduced expenditure would need to be
identified as soon as possible to ensure a balanced five-year MTFP can be achieved.
Committees will be kept updated with any announcements regarding the local government
finance settlement through the year.

Sections 25 to 29 of the Local Government Act 2003 impose duties on the Council in
relation to how it sets and monitors its budget. These provisions require the Council to
make prudent allowance for the risk and uncertainties in its budget and regularly monitor its
finances during the year. The legislation leaves discretion to the Council about the
allowances to be made and action to be taken.

ENGAGEMENT/CONSULTATION

Consultation has been carried out with the Senior Leadership Team in arriving at the
governance process for the budget monitoring and setting processes.

EQUALITY IMPLICATIONS

Wirral Council has a legal requirement to make sure its policies, and the way it carries out
its work, do not discriminate against anyone. An Equality Impact Assessment is a tool to
help council services identify steps they can take to ensure equality for anyone who might
be affected by a particular policy, decision or activity.

There are no specific equality implications of this report regarding processes, however, it is
recognised that some of the developing proposals for budgets could have equality
implications. Any implications will be considered and any negative impacts will be mitigated
where possible.

Equality implications will be assessed during planning, decision and implementation stages
and will be recognised as an ongoing responsibility. Any equality implications will be
reported to the Committees. Equality issues will be a conscious consideration and an
integral part of the process.

ENVIRONMENT AND CLIMATE IMPLICATIONS

At this time, there are no additional environmental and climate implications as these have
already been identified for the proposals agreed and submitted. However, where the
budget is unbalanced and further proposals are required, then there may be environment
and climate implications associated with these that will be addressed within the relevant
business cases presented to the Committee.



11.0 COMMUNITY WEALTH IMPLICATIONS

11.1 This report has no direct community wealth implications however any budget proposals to
be developed should take account of related matters across headings such as the
following:

e Progressive Procurement and Social Value
How we commission and procure goods and services. Encouraging contractors to
deliver more benefits for the local area, such as good jobs, apprenticeship, training &
skills opportunities, real living wage, minimising their environmental impact, and greater
wellbeing.

e More local & community ownership of the economy
Supporting more cooperatives and community businesses.
Enabling greater opportunities for local businesses.
Building on the experience of partnership working with voluntary, community and faith
groups during the pandemic to further develop this sector.

e Decent and Fair Employment
Paying all employees a fair and reasonable wage.

e Making wealth work for local places

REPORT AUTHOR:  Mark Goulding
(Senior Finance Manager)
email: markgoulding@wirral.gov.uk

APPENDICES

Appendix 1. Savings agreed at full Council for 2024/25

Appendix 2 Committee Budget Book details

Appendix 3. Flow chart of the process for the 2025/26 budget setting.

BACKGROUND PAPERS

Pressure and Growth Proposals
Savings and Income Proposals
CIPFA’s Financial Management Code

SUBJECT HISTORY (last 3 years)

Council Meeting Date

Full Council 26 February 2024
Policy and Resources Committee Environment, Climate 13 February 2024
Emergency and Transport Committee 29 January 2024
Tourism, Communities, Culture & Leisure Committee 2 February 2024
Children, Young People & Education Committee 1 February 2024
Economy Regeneration & Development Committee 22 January 2024
Adult Social Care and Public Health Committee 23 January 2024
Policy and Resources Committee 8 November 2023
Policy and Resources Committee 4 October 2023




