
HIGHLAND AND ISLANDS FIRE BOARD
Policy & Finance W ~rking Group II

REPORT ON REVENUE BUDGET II

2008/09
PFWG
3/08

BACKGROUND

This report sets out the Revenue Budget for 2008/09. Members are aware that a draft budget
and report for 2008/09 was recommended for Board approval by the Policy and Finance
Working Group on 1st November 2007. The Board agreed the draft budget subject to review
as further infonnation became available at its meeting on 22nd November. As reported to the
Working Group there was considerable uncertainty at that time as to the level of revenue
funding for Fire Services included in the Local Authority settlements -particularly with
regard to Pensions and Firelink. A degree of clarity has been provided in a letter to CFOA
from the Head of Fire and Rescue Service, which confinned that "the funding allocated to
Fire/ink includes provision for both the rollout of the contract and the nonnal service charges
of the contract". There remains however, uncertainty with regard to pensions, and it is
understood that COSLA are calling a meeting in early January 2008 with Directors of
Finance, Leaders and SaLAS to discuss a partnership approach to pension funding needs.

It should be noted that, as in previous years, the budget is one that only reflects the needs of
the Service to deliver its statutory duties, and the Board's policy requirements.

The budget for 2008/09, £21,577,000, includes the two unavoidable pressures of Pensions
and Firelink set up costs, totalling £910,000 (Appendix 1 -Table 1.) Members will note that
the budget before them today is £363,000 less than the one approved in November, primarily
as a reflection of the new information in relation to the funding of the ongoing revenue costs
of Firelink. Overall, the increase in budget excluding unavoidable pressures has been
contained at 2.0%. However due to Pensions and Firelink set up costs the budget for 2008/09
shows an increase of 6.5% on the previous year, but £370,000 will be funded from the
Revenue Reserve.

BUDGET FUNDING 2008/09

The Board is obliged to requisition its Constituent Authorities for the resources to fund the
Revenue Budget necessary to deliver its statutory duties, and the Board's policy
requirements. In previous years a benchmark for expenditure levels was provided by the
Grant Aided Expenditure Assessment methodology, unfortunately this has not been made
available at this time and may not be made available in the future. Therefore the budget
presented for approval seeks to provide sufficient finance to meet the above obligation.
Members will note that this is achieved with a below inflation increase excluding the two
unavoidable pressures -

.Pensions show an increase of £61 0,000 -the start of the "pension bulge". In previous
years the increase in Pensions was funded by the Government through the GAE
mechanism.



.

Firelink, the National Communication Strategy contracted for by the Government, is
estimated to require £300,000 to fund the set-up costs of training and vehicle
converSIon.

In line with the Board's Revenue Reserve Strategy a sum of £370,000 is proposed to be
earmarked from reserves to fund the estimated "one-off' set up costs associated with the
Firelink project and Pensions. Members will note that the estimated closing reserve balance at
31/03/09 of £601,000 is in line with the current reserve strategy of3% of budget approved by
the Board in November 2006. Details of the budget funding and its implications for revenue
reserves are shown in Appendix 1 -Table 2.

BUDGET HIGHLIGHTS 2008/09

The budget summary for 2008/09 is shown in Appendix 2 -Table 3. Significant items
worthy of note within the 2008/09 budget include:

.Overall increase of2.1 % for inflation.

.£405,000 of cash efficiency savings identified, equivalent to approximately 2.0% of
2007/08 budget, has been reinvested.

.Unavoidable Pressures -

1. Pensions -£610,000 increase (56.2%) start of "pension bulge".
2. Firelink -£300,000.

Overall, despite including inflation of £435,000, the increase in budget, excluding Pensions
and Firelink, is only £410,000.

REQUISITION TABLE

The requisition table prepared by the Treasurer is attached at Appendix 3. In calculating the
total amount due by the constituent authorities to the Board, loan charges must be added to
the revenue budget total; this increases overall expenditure for requisition purposes to
£23.176m and represents a 3.14% increase on the previous year. A breakdown of the total
budget to be requisitioned across the constituent authorities is also shown, based on the actual
Montgomery allocations in the 2006/07 accounts.

BUDGETS -FUTURE YEARS 2009/10 & 2010/2011

The budget implications for years 2009/2011 are shown in Appendix 2 -Table 4. This
highlights that, excluding unavoidable pressures and pensions, the budgets for 2009/10 and
2010/11 indicates below inflation increases of 0.9% and 0.9% respectively.

Members should note however that the Service faces significant challenges in the funding of
pensions and Firelink. The consequence of these challenges, which are out-with the control of
the Service, is an overall increase in budgets, compared to previous years, of 1.2% and 4.3%

respectively.

Members should note that historically pension increases have been accommodated within the
GAE allocation and are reminded also that pensions have not been included as part of the
operational budget. In previous years overspends on pensions have been met by the




