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21 November 2018, Kirkby Stephen Town Council

Extra-Ordinary Meeting of the Town Council

Kirkby Stephen Town Council, Local Links, Vicarage Lane, Kirkby Stephen, Cumbria, CA17 4QX

Tel. 017683 74854 | clerk@kirkby-stephen.com | www.kirkbystephen.com
Starting at 17.30 pm

18/102

18/103

Attending: Clirs. J. Johnstone, G. Lumley, P. Richardson, A. Birtles, M. Walker, D Thornton, J.
Sowerby, D. Gilmour, KSTC.

Apologies & DPI’s.
Clir D. Marsh (working)

The purpose of the meeting was to receive a briefing from the clerk/responsible financial officer
on the council’s financial position and his proposed changes to the method for setting and
monitoring next year’s budget and determining the precept.

No resolutions were made in the meeting which was purely for information purposes.

The council received a Budgets Setting Discussion paper, an analysis of the 2018/19 budget
position and a draft template for formulating next years budget and precept requirement.

<meeting ends 18.30>
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Appendix 1.

Budget Setting Discussion Paper.

Kirkby Stephen Town Council
Budget setting discussion paper
Christian Barnes Clerk, RFO 20 November 2018.

Please refer to the tables attached, ‘Analysis of 2018 2019 Budget’ & ‘Projection for 2020 Budget’

At year end 2018 reserves stood at £40,771, 67% of the following years total precept.

The Annual Governance and Accountability Return (AGAR) requires that an explanation be offered to the
External Auditor for scrutiny when unrestricted reserves over two-and-a-half times precept are
accumulated by a Local Council an inadequate explanation may result in a qualified audit. It is perhaps
unfortunate that low reserves do not also require an explanation!

The table below shows KSTC's projection upto 31 March 2019 as approved 23 Jan 2018 and, in italics, a
worked example showing the maximum amount of ‘unrestricted’ reserves that the council has powers to
hold on the basis of this year’s precept.

2018 2019 Worked

Budget Example

Precept £60,906 Example Precept £60,906

Reserve at 31/3/2019 @ 33% £20,654 Example ‘Unrestricted’ Reserve @ 250% £152,260
Precept

Local councils may hold higher reserves provided that they are ‘earmarked’ meaning that they are held as
‘restricted’ funds.

Worked

Example

Example Precept £60,906

Example ‘Unrestricted’ Reserve £152,260
Example ‘Restricted Funds’...

Town Forum £676

Calor VotY £2,016

Church Clock £1,875

The council set it's 2018 2019 precept at £60,906 at its meeting on the 23rd of January 2018 (minute
790.) The Tables use that budget in Table 1, line 12 and Table 2, line 3. The figures used in Table 2, lines 1
& 2, come from the AGAR (approved 8 May 2018).

| am concerned that the council has allocated £34,175 of its reserves as ‘B/fwd’ expressed as income
against cost centres such as ‘Open Spaces’ in the budget rather than being expressed as reserves. These
values have been entered in my analysis in Table 1, Column A, and totalled at line 12. As a budgeting
exercise this meant that the council approved, in principle, a deficit budget outturn of -£20,117. (Table 1,
Column E, line 12).

This would have the effect of reducing the council’s reserves to £20,654 (Table 2, column F, line 3)
However, the likely outturn is not as bad as this budget predicts when the following is taken into
consideration.
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The figure in table 1 at Column A, line 5, £13,190, is projected in the budget, the actual figures at 30th of
September 2018 (6 months) show ‘estimated net position brought forward’ as £20,198 up £7,008 on
budget. In addition the Town Council will receive before the year end £6,411 pounds of Eden District
Council funding towards the cost of footway lighting, payment 1 of 4 tapered payments over 4 years). A
reimbursement of VAT input tax which | estimate at £3,500 by the year end and a reimbursement of its
clock fund, £1,875, meaning the deficit outturn is likely to be significantly lower at around £1,323.

Projected deficit 23 Jan 2018  £20,117

less Ctty & Council Centre uplift — -£7,008

less EDC Footway Lighting Tapered funding Year 1 -£6,411
less input VAT reimbursed  -£3,500

less ‘Clock Fund’ reimbursed  -£1,875

£1,323

Had the council set a balanced rather than deficit budget in January 2018 these windfalls could have been
rolled into the council’s reserves and bolstered its financial position at the year end.

RESERVES

| recommend that the Town Council commits to building up its reserves over a five year term by setting
budgets with a projected surplus for the next five years. In which the whole of the council’s planned
expenditure is met by Precept and Income and not part-funded from reserves shown as B/fwd. It is not
appropriate to continuing setting a deficit budget other than in exceptional circumstances.

| recommend that the council commits to establishing, building up and recording in its accounts
dedicated ‘restricted’ reserves. | have added a proposed line (formatted with strikeout) at Table 1 row 10
to capture small existing ‘restricted’ funds e.g. Calor VotY. The council should consider during next year
the establishment of a reserve (sinking fund) dedicated to the maintenance of devolved assets.

| recommend that when the council sets its budget for a financial year. It makes a considered decision on
the forecast position of its reserves at the year-end using a projection similar to that given in Table 2 as a

guide.

FINANCES

| recommend that the council changes the way it approaches its handling of finances in its meetings in
2019 2020. Currently at each meeting it receives a schedule of payments and a bank reconciliation made
up to the month end at the end of meetings which this year have been much concerned with the
participation of other councillors and the public. | am in no way critical of this because the council
functions well as a democratic forum. However it does mean that finance is generally addressed late,
without much discussion when councillors are tired. Therefore | recommend that the procedure for
finance in ordinary monthly meetings is made less onerous and reduced to receiving and approving a
schedule of payments. It is likely going forward that once the Town Council has approved payments that
they will be paid by Bacs with one approved signatory other than myself authorising the payments on
line. | expect the signing of cheques to be less frequent and this does not need to be ‘performed’ at a
meeting. In practice the use of signatories in this way will bring councillors much closer to the councils
bank.

If the council accepts this suggestion | propose either that on a quarterly basis on completion of the
quarter:
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1. either that the council moves finance up its agenda and receives at that time a Bank
Reconciliation made up to the month end together with a quarterly budget monitor that allows
councillors to compare budget to actual figures including the cash book and to monitor the
accumulation and depletion of reserves.

2. or alternatively the council may decide to appoint a finance committee to meet separately
regarding the above and report back to council at the following meeting. If this latter suggestion
were to be adopted | would also recommend that Zelda Broomfield attend these meetings.

Over time I'd like to redraw this budget and a budget monitor to a template that can generate the AGAR
without requiring significant effort. In preparing these tables for discussion | have needed to make it

possible to use existing budgets however and I'd like to introduce further changes.

The AGAR requires the following information to be presented in the accounting statement. At the
moment Box 4 & 6 require a ludicrous amount of effort! In practice if we were to split Table 1 Column D
into Employment costs (Box 4) and Other (Box 6). The totals would correspond exactly to the information

required in the AGAR.

Box AGAR Notes CB’s Notes
Box 1 B/fwd Total balances and reserves at £48,507
the beginning of the year as
recorded in the financial records.
Value must agree to box 7 of
previous year.
Box 2 Precept Total amount of precept received | Exclude CTRS
or receivable in the year. Exclude
any grants received. £60,906
Box 3 Total Other receipts Total income or receipts as Add CTRS
recorded in the cash book, Less
the precept or rates (given in Box | £18,489

2) to include any grants received.

Box 4 Staff Costs

Total expenditure of all
payments made to and on behalf
of all employees. Include salaries
and wages PAYE and NI
employees and employers
pension contributions and
employment expenses.

Gross cost of employments. If it’s
on the payslip it goes in. If its
reimbursement of out of pocket
expenses it doesn’t

£99,512 less ‘All other Payments’
Box 6 Points to need to split
Column D

Box 5 Loan Interest Capital Total expenditure of payments of | O
Payments capital and interest made during

the year on the authorities

borrowings.
Box 6 All Other Payments Total expenditure for payments £99,512

as recorded in the cash book.
Less staff costs, line 4 and

Less employment costs Box 4,
Less Box 5. Points to need to split
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loan/capital repayments, Line 5.

Column D

Box 7 B/fwd

Total balances and reserves at
the Year-end must equal

(1+2+3)-(4+5+6)

If this doesn’t match Box 8 there
is a mistake.

Box 8 Total Value of Cash and
Short term investments

The Sum of all current and
deposit bank accounts, cash
holdings, short-term investments
held as at 31 March to agree
with bank reconciliation

If this doesn’t match Box 7 there
is a mistake.

Box 9 Fixed Assets

The value of all property the
authority owns it is made up of
all its fixed assets and long-term
Investments as at 31st of March

Source Asset Register bottom
line using proxy value only.

Box 10 Total borrowings

The outstanding capital balance
as of 31 March of all loans from
third parties.

I’d like to move to a situation where these metrics form part of a quarterly report.

BUDGET 2019 2020

On screen working.

Councillors to take budget drafts.
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Kirkby Stephen Town Council
Analysis of 2018 2019 Budget

Table 1
A B C D E
B/fwd B/fwd Income Precept (inc  Expenditur  Surp/de
Actual Budget CTRS) e f B+C-
(Apr) (Jan) D=
1 Street Cleaning £2,895 £2,705 £6,740 £5,700 £15,100 -£2,660
2 Open Spaces £2,234 £788 £0 £7,500 £8,281 -£781
3  Grnts & Gifts (137) £2,230 £1,980 £1,794 £3,900 £6,050 -£356
4 Administration £1,179 £2,551 £14 £18,600 £21,185 -£2,571
5 Council & £20,198 £13,190 £8,410 £19,500 £41,122 -
Community £13,213
6 Members £0 £0 £0 £0 £0 f0
Allowances
7 Cloisters £450 £450 £0 £1,000 £1,450 -£450
8 Miscallaneous £3,914 £4,338 £1,531 £6,300 £6,324 £1,508
9 Market £8,174 £8,174 £0 £0 £0 £0
10 R/FReserves £1.937 £0 £0 £0 £0 £0
tCatort
Vatrecovery ~£2440
11 lessEFRS - - —£1.504 - £LEo4
12 £34,176 £18,489 £60,906 £99,512 -
£40,771 £20,117
Kirkby Stephen Town Council
Analysis of Annual Returns and forward projection* based on budget
Table 2
A B C D E F
. Reserve
B/fwd Income Precept Expezd/tur ?gfg.’; at Y/E
(A+E)
1 20162017 44,000 £33,064 £56,080 £84,637 £4,507 | £48,507
2017 2018 48,507 £22,946 £59,615 £90,296 -£7,735 | £40,772
3 2018 2019* 40,771 £18,489 £60,906 £99,512 -£20,117 | £20,654
4 2019 2020* 20,654 £22,914 £0 £110,804 -£87,890 | £67,236
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Projection for 2020 Budget
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KSTC

10

11
12

Kirkby Stephen Town Council
Projection for 2020 Budget
Table 1

£250,000
£200,000
£150,000
£100,000
£50,000
£0
(£50,000)
(£100,000)
(£150,000)

(£200,000)

A B C D E

B/fwd Income (iirceé;zg ) Expenditure SBu:Zgif
Street Cleaning £6,880 £15,538 -£8,658
Open Spaces £4,808 £16,405 -£11,597
Grants and £1,400 £6,350 -£4,950
Donations (137)
Administration £0 £22,197 -£22,197
Council & £8,410 £42,315 -£33,905
Community Centre
Members £0 £0 £0
Allowances
Cloisters £0 £1,492 -£1,492
Miscallaneous £1,416 £6,507 -£5,091
Market £0 £0 £0
Ring-Fenced £0 £0 £0
Reserves
tess-CFRS - - - - -

£0 £22,914 £0 £110,804 -£87,890

Kirkby Stephen Town Council

1

15f

2016 2017 2018 2019
2017 2018 2019* 2020*

i

W Reserve A+E
Balance B+C-D
Expenditure

M Precept

M Income

Kirkby Stephen Town Council
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Band D Precept

B W N

Analysis of Annual Returns and forward projection* based on budget Monitor
Table 2 Table 3
A B C D E F
. Balance Reserve Council Tax (Band

B/fwd Income Precept Expenditure B+C-D A+E D) 2019 2020 2018 2019
2016 2017 £44,000 £33,064 £56,080 £84,637 £4,507 £48,507 Precept £0.00 | £60,906.00
2017 2018 £48,507 £22,946 £59,615 £90,296 -£7,735 £40,772 Council Tax Base £636.75 £636.75
2018 2019* £40,771 £18,489 £60,906 £99,512 -£20,117 £20,654 Band D Precept £0.00 £95.65
2019 2020* £20,654 £22,914 £0 £110,804 -£87,890 -£67,236 Percentage -100.00% N/A
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