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The Executive is asked to comment on and approve the draft Medium Term Financial Plan for consideration by the Corporate Resources Overview and Scrutiny Committee.
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DRAFT MEDIUM TERM FINANCIAL PLAN 2006/07 TO 2008/09

BACKGROUND INFORMATION AND OPTIONS

1.1 The Medium Term Financial Plan is the key policy document to guide the Council’s forward financial planning process.  The attached report details the proposed Plan for the period 2006/07 to 2008/09.

2. CONSULTATION

2.1 Consultation will take place with the Strategic Financial Planning Group on 19 May, and the Corporate Resources Overview and Scrutiny Committee on 23 June. 

3. RECOMMENDATIONS

3.1 The Executive is asked to comment on and approve the draft Medium Term Financial Plan for consideration by the Corporate Resources Overview and Scrutiny Committee.

4.
IMPLICATIONS
· Staffing/Resources

· Financial

· Legal

· Corporate




Included within Medium

· Risk Management


Term Financial Plan as

· Equality Issues



attached

· Environmental

· Crime and Disorder

· Impact on Customers

A BROWN

Head of Finance


CARLISLE CITY COUNCIL

DRAFT for consultation

MEDIUM TERM FINANCIAL PLAN

2006/07 TO 2008/09

JUNE 2005

Carlisle City Council

Draft Medium Term Financial Plan 2006/07 to 2008/09

INTRODUCTION

The Medium Term Financial Plan (MTFP) provides the corporate financial planning framework to provide strategic direction to the Council for the forward three years, and to ensure that the financial resources of the Council are directed to achieving the Council’s key corporate priorities. 

PRINCIPLES

The objective of the Medium Term Financial Plan is to:

· Guide the integration of financial planning with the priorities set out in the Corporate Plan to ensure that spending decisions contribute to the achievement of the Council’s priorities.

· Forecast a minimum three-year corporate and financial planning horizon, with longer periods developed where necessary.

· Manage performance management and decision making procedures to help achieve the best use of available resources.

· Monitor and evaluate spending to ensure the City’s money is spent wisely.

The MTFP is supplemented by the following policy documents that provide further guidance on key areas of the financial planning process:

· Corporate Charging Policy

· Capital Strategy

· Asset Management Plan

· Investment Strategy

STRATEGIC FINANCIAL PLANNING PROCESS

The main stages of the Council’s three-year strategic financial planning process are:

1. Strategic Planning

2. Forecasting

3. Performance Review

Further details on each of the above stages are detailed as follows:

1. STRATEGIC PLANNING 

This is the mechanism for generating the Council’s key priorities and targets for the 3 forward years and for ensuring that the financial and planning processes are aligned and consistent. 

The Strategic Planning Framework guides and delivers the Council’s key priorities for the future.  The framework is:

· Community Plans

City Vision is the Community Plan, a ten-year (2002 to 2012) Community Vision for the Carlisle area which was developed following extensive consultation.  The City Council has also developed a Local Strategic Partnership with Eden District Council. In addition, following the recent severe flooding experienced by Carlisle, a master plan for the regeneration of Carlisle ‘Carlisle Renaissance’, is being developed in consultation with partners. 

· Carlisle City Council Corporate Plan (2004 to 2007) 

This identifies the main priorities for the City Council arising from the City Vision and also from other areas, and guides the allocation of resources within the Council. The Council was assessed as a ‘Good’ authority under the recent Comprehensive Performance Assessment and has responded to a programme of improvement led by much greater direction and focus for the future, and a fundamental review of the Council’s priorities. 

The four key aims approved as the priority for focus are:

· Develop Carlisle’s Regional Status

· Develop Carlisle’s Infrastructure

· In partnership, alleviate deprivation and social exclusion

· Achieve excellence in core Council Services

Within the above priorities, the following is being recommended (subject to consultation and Council approval) as the key priorities for Carlisle over the next three years:

· Carlisle – the Learning City

· Cleaner, Greener and Safer

· Business Plans 

Each of the Council’s Business Units produces an annual business plan that identifies service issues and priorities, and forecasts financial commitments in accordance with the priorities identified in the Corporate Plan.  The reports are considered by Members and Officers on a quarterly basis.  The next stage of development in the Business Planning Process is to extend the planning horizon to identify resources and cost proposals emanating from the Plans over a three-year planning period. 

· Aligning Strategic Planning with Budgeting

The full integration of strategic planning and budgeting continues to be an evolutionary process and is one of the key objectives of the Strategic Financial Planning Group.

The Strategic Financial Planning Group (SFPG) consisting of members and officers was established to assist in the successful integration of planning, budgeting and performance monitoring. It also assists in the identification of priorities for the authority. The Group operates in an advisory capacity only, with any recommendations made to the Executive, Overview and Scrutiny and to the Council as appropriate.

The Terms of Reference and Constitution of the Group is set out in 

Appendix A.
· Budgeting at the Point of Service Delivery

Detailed Service Budgets are set in year one, with more summarised budgets for years two and three to give guidance and a reasonable degree of certainty. Three-year budgeting requires greater flexibility of budgets between years and Council approved amendments to the Financial Procedure Rules in November 2004 (FS12/03) to accommodate this. 
2. FORECASTING

Forecasting is the mechanism by which the Council obtains a firm indication of the level of funding available in forward years and matches this to known commitments.  

The Council has well established mechanisms in place for forecasting resources and expenditure commitments over a three-year planning period. The current forecast for the period 2005/06 to 2007/08 was approved by Council on 10 February 2005. This has now been updated to provide an initial projection for 2008/09, and is attached at Appendix B.

The current medium term financial projections point to a potential significant shortfall in the Council’s budgets, which is particularly acute from 2007/08.  One of the principle reasons for the shortfall projection is linked to the Pay and Workforce Strategy which includes the Job Evaluation exercise and this project will need to be managed carefully to ensure that outcomes are consistent with available Council resources.

As in previous years, additional savings will need to be identified both to meet the projected shortfall and also to continue support for initiatives and redirect resources to priority areas. 

Based on current projections, the following will be required to be taken from Council Reserves to support Council expenditure. The amount required to fund recurring expenditure is the target level of ‘savings’ that are required to be found from the budget process. This is to ensure that the Council complies with its policy of not meeting recurring expenditure from Reserves and Balances. The forecast will be updated during the budget process.


Recurring

Expenditure

£000
Non-Recurring Expenditure

£000
Total

£000

2005/06
368
572
940

2006/07
640
331
971

2007/08
1,747
210
1,957

2008/09
1,944
240
2,184

Following the severe flooding and storm damage experienced by the City in January, the Council’s internal emergency Business Continuity procedures were initiated and an Emergency Fund of £1m established in order to meet that element of the emergency expenditure to be met from the Council.  As a result of the severe damage, there may be additional revenue cost implications for the Council e.g. increased insurance costs, impact of cash flow in treasury management projections, resulting in revisions to budgets at a later stage.  Any ongoing revenue implications for the Council have not yet been fully assessed and this will continue to be investigated during 2005/06.     

2.1 FORECASTING RESOURCES

The Council’s Gross budget of £53,817,847 for 2005/06 is financed as follows:

Source
£
%
Note

Council Tax (including Parishes)

Revenue Support Grant

National Non-Domestic Rates

CTax Surplus

Net Budget for Council Tax Purposes

Grants and Receipts

Other Income

Reserves and Balances

Total Gross Budget
5,707,734

5,694,072

2,941,565

66,307

_________

14,409,678

23,719,300

14,749,250

939,619

_________

53,817,847
11

11

5

0

___

27

44

27

2

___

100
(i)

(ii)

(ii)

(iii)

(iv)

(v)



Notes:

(i) Council Tax:

Payments from Council Taxpayers contribute 11% to the Council’s gross budget for 2005/06 of £54m.

The Council’s Policy on taxation levels is that these should be set wherever possible at fair and reasonable levels and that the Council Taxpayer should not automatically bear the largest burden for any additional spending that may be required by the authority. This was informed by the extensive budget consultation exercise undertaken as part of the 2004/05-budget process. 

The actual City Council tax increase for 2005/06 was 3.5%, with projections for the three-year forward planning period set at an indicative 3.5% annual increase. This will however be subject to review during the annual budget process, and will be particularly dependent on annual Government funding levels and future spending pressures.  The Government has retained powers to cap what it considers to be excessive Council Tax increases, and has used this power in the past 2 years.   

There are currently a number of national initiatives which may impact on future Council Tax levels including:

· The Lyons review on Local Government Finance which is due to report towards the end of the calendar year

· Council Tax Revaluation which is due to be effective from 1 April 2007

· Proposals for a three year financial settlement from 2006/07.

There are no details yet available on any of the above.  As and when details become available, the effect on the Council’s Medium Term Financial Plan will be assessed and reported.

(ii) Government Grants:

Government Grants in the form of Revenue Support Grant and National 

Non-Domestic rates meet 16% of the Council’s gross budget for 2005/06. The Council received a headline 3.7% increase in Grant for 2005/06 over the 2004/05 level.

The main obstacle to the forecasting of overall Council resources is the Government’s current short-term approach to the allocation of revenue funding, although there are plans to provide three year settlements currently being considered.

The Comprehensive Spending Review (CSR) forecasts Government resources at a headline level over a three-year period and gives an indication of future government spending levels and support to Councils. Spending Review 2004 was announced in July 2004, and Spending Review 2006 is due in July 2006. Caution must be exercised in viewing the projections as the distribution of grant to individual Councils varies considerably from one year to another. As stated above, the government is currently considering proposals for a number of national initiatives, which may impact on the future balance of funding for local government finance.

The current projection for Government Grants for the financial year’s 2006/07 to 2008/09 is for an increase of 2.5% per annum. Increases of this level will lead to a shortfall in overall Council funding as the increase will barely keep pace with the level of expenditure commitments.

(iii)      Grants and Receipts:

Income from Grants and Receipts meets 44% of the Council’s expenditure. The bulk of this is in respect of Housing Benefit payments, which from 2004/05 is virtually 100% recoverable in grant from the Government (previously was 95% recoverable).

Through its Corporate Plan the Council is committed to working in Partnership, and this is central to the achievement of the Councils aims and objectives. Maximising income from Grants and External Funding sources continues to be a key priority and this will be further progressed over the period of this Plan. 

(iv) Income:

The City Council’s revenue budget is heavily dependent on the income it generates, with 27% (£14.7m) of the gross budget being met from this source. The main areas are: 

· Fees and Charges for Services

Fees and Charges for individual services generate in the region of £4.9m per annum for the City Council. The Council’s Corporate Charging Policy 2006/07 to 2008/09 provides more detailed guidance in reviewing fees and charges on an annual basis. In terms of income generation, the Corporate Charging Policy aim is to increase significantly the proportion of income contributed by users of services where appropriate, rather than the cost of service being met by the general Council Taxpayers. Current policy is to increase charges for discretionary services by 1% above inflation as measured by the RPIX, year on year for the life of the Plan.

· Property Rental
The level of income received from Property rental is in the region of £4.0m per annum. The principle of re-investment in the property portfolio to ensure that income streams are maintained has been accepted with the establishment of an Asset Investment Fund. This fund means that, subject to capital receipt generation, a maximum of £200,000 per annum is re-invested in the Portfolio.  In addition, a budget of £500,000 per annum over 3 years has been earmarked for investment in the Industrial Estates.

The Council’s Asset Management Plan 2006/07 to 2008/09 guides the authority in the best use of its assets and considers the important issue of sustainability of the asset base.

· Investment Income
Investment Income from revenue funds and balances as well as set-aside capital receipts continues to be a significant element of the City Council’s original budget forecast at £1.363m in 2005/06 (based on an average of 4.5% interest).  This projection will be reviewed in the light of the recent increases to base rates and the improved balances resulting from the Post Right to Buy Receipts. The Council currently manages the fund of about £30m internally.  Further details of the Council’s investment policies are contained in the Investment Strategy, which was approved by the Council on 10 February 2005.
(v) Reserves and Balances:

It is the responsibility of the Head of Finance to advise the Council about the level of reserves that it should hold and to ensure that there are clear protocols for their establishment and use. Full details on the Reserves and Balances held by the City Council are attached at Appendix C.

Two new reserves are proposed for the current financial year:

· Conservation Reserve (to be taken out of the revenue budgets)

· Asset Investment Fund (to be taken out of the capital programme)

The Council is currently in a sound financial position with robust balances as set out in Appendix D. In order to maintain the financial stability of the Council, the fundamental principle on the usage of Reserves and Balances is that they should not be used to fund recurring expenditure. However, where they are, the usage should be explicitly stated, and steps taken to address the situation in following years. 

2.2 FORECASTING COMMITMENTS

Mechanisms are in place for forecasting known commitments and price movements as follows: 

(i) New Policies and Service Improvements

Only those initiatives identified in the Corporate and Business Plans will be considered for funding as part of the annual budget process. 

New initiatives require the completion and formal submission of a Spending Proposal, which are subject to an evaluation process including the Strategic Financial Planning Group prior to consideration by the Executive and Members of Overview and Scrutiny Committee.

(ii) Efficiency and Saving Target:

Target efficiency or policy savings are identified annually as part of the budget process, depending on the level of forecast resources and commitments. In the light of the forecast budget deficit the Council has determined that the following areas be reviewed for 2006/07:

· Carry out a performance review of services to focus on improved efficiency and any redirection of resources to priority areas to meet both the Gershon efficiency agenda and the projected deficit for the Council.  Current progress - An efficiency plan covering the three year period from 2005/06 was submitted to the Government in April 2005 setting out the Council’s approach to achieving the efficiency savings, and a ‘backward looking’ plan covering 2004/05 is due to be submitted in June.

· Review the Corporate Plan with a view to recommending refinement of the Council’s main priority service areas. 

Current progress- the priorities have recently been reviewed and are currently subject to consultation.

· Continue to investigate the capacity to introduce new charges and trading opportunities as enabled by the Local Government Act 2003, in order to raise the proportion of income contributed by users of services compared to Council Tax payers. 

Current progress -This has been incorporated as a requirement within the Corporate Charging Policy.

(iii) Treatment of Inflation:

Inflation levels are forecast over the three-year planning period, with targets set annually as part of the detailed budget process. The Council’s policy is to budget for inflation in cash terms, with no contingencies held for variations from estimates.

The following assumptions will underpin the financial projections for the review period:

· Pay – 2006/07 lesser of 2.95% or RPI at October 2005 as per national agreement, thereafter a 3% annual provision for pay increases 

· A freeze on general corporate purchasing and general supplies as in 2005/06 to reflect efficiencies generated by improved corporate purchasing.

· 2.1% inflation increase (as measured by the Consumer Price Index) on other costs (except in specific instances where different treatment is approved by the Head of Finance).

· A minimum target of 3.4% increase from fees and charges in line with the Corporate Charging Policy.

· Natural salary turnover savings of 3% per annum.

· No specific contingency budgets have been included against the potential for any unforeseen expenditure.

· Investment income targets of 4.5% in 2005/06 (currently under review)

(iv) Core Budgets:

Core work is funded on an ongoing basis and budgets are thoroughly reviewed annually. Amendments to core budgets arise from efficiency reviews specified as part of the annual budget process. Resources will continue to be targeted at the Councils top priorities, and this may result in decreases to lower priority areas.

3. PERFORMANCE REVIEW

This is the process, which allows the outturn expenditure and outputs delivered, to be measured against budgeted expenditure and targets.

Currently, out-turn expenditure is measured against budgeted expenditure as part of the final accounts process, and outputs are measured against targets via the performance management framework. Quarterly budget monitoring reports are considered by Officers and Members to monitor progress throughout the year.

Business Plan Monitoring reports were introduced during 2003/04 to strengthen the link between the financial and performance outputs and this process will be reviewed during 2005/06.  Monitoring Reports are formally reviewed by the Overview and Scrutiny Committees and by Executive Members according to their portfolio responsibilities. 

4. SUMMARY

The Council has in place a robust medium term planning framework geared to achieve the aims and objectives set within the Corporate Plan and to assist the improvement of core service quality and national and local Performance Indicators.  Corporate strategic and monitoring systems are described within this document.

APPENDIX A

STRATEGIC FINANCIAL PLANNING GROUP
TERMS OF REFERENCE AND CONSTITUTION

Terms of Reference

To give detailed consideration to the following issues in an advisory capacity only, prior to recommendations being made to the Executive, Overview and Scrutiny and the Council as necessary:

1. Review Budget Policy documents and consider revisions as part of the annual update, and ensure the linkage to corporate priorities.

2. Improve the link between the Financial and Strategic Planning processes.

3. Consider the annual budget process, including timetable and specific issues arising from the process, particularly savings and new bids for both revenue and capital.

4. Give consideration to any new project over £30,000 in value via the Project Appraisal Form. 

5. Consider the quarterly Budget Monitoring information.

6. Consider the financial out-turn report and link to PI’s. 

7. Consider any revisions that may be required to Financial Delegations. 

8. Develop and monitor performance information.

Constitution of Group

The core group will be:

Members:
Portfolio Holder; Finance and Resources (Chair)


Leader of the Council


Portfolio Holder; Environment Housing Infrastructure and Transport.


Portfolio Holder: Policy and Performance Management

Officers:
Chief Executive


Executive Director


Head of Finance


Head of Policy and Performance


Head of Legal and Democratic Services

Other officers and members will supplement the Group as required.

APPENDIX B

Carlisle City Council – Financial Projections to the Period 2008/09
2004/05

Original

£000
2004/05

Revised

£000
Summary Net Budget Requirement
2005/06

Proj’d

£000
2006/07

Proj’d

£000
2007/08

Proj’d

£000
2008/09

Proj’d

£000



Recurring Revenue Expenditure:





14,224
14,057
Core Revenue Expenditure 
13,987
14,764
15,313
15,997

(809)
(809)
 New Savings 
(717)
(722)
(722)
(722)

253
297
 New Spending 
1,191
1,226
2,259
2,259

13,668
13,545
Non-Core Revenue Expenditure 
14,461
15,268
16,850
17,534











Non-Recurring Revenue Expenditure





156
156
- Existing Commitments: 
183
93
0
0

44
44
- Non Recurring Saving 
(71)
0
0
0

413
413
- New Policy Approvals
460
238
210
240

0
1,543
- Carry Forward (see note)
1,423
0
0
0

0
1,165
- Supplementary Estimates
0
0
0
0

14,281
16,866
Total General Fund Revenue Expenditure (City Council)
16,456
15,599
17,060
17,774

308
308
Parish Precepts 
317
330
340
350

14,589
17,174
Total Revenue Expenditure 
16,773
15,929
17,400
18,124











Less Contributions from:





0
0
General Fund Balances – Recurring 
Pensions Reserve
69

(437)
(363)

(277)
(1,630)

(117)
(1,944)

0

(156)

(97)

(414)
(156)

(97)

(2,999)
General Fund Balance – Non Recurring

Existing Commitments 

- Housing Benefits 

New Commitments
(183)

0

(1,812)
(93)

0

(238)
0

0

(210)
0

0

(240)

13,922
13,922
Projected Net Budget Requirement for Council Tax Purposes 
14,410
14,958
15,443
15,940

5,237

5,545

2,755

77

308

13,922
5,237

5,545

2,755

77

308

13,922
Funded By:

- Council Tax

- Revenue Support Grant

- Non Domestic Rates

- Council Tax Surplus

- Parish Precepts

TOTAL
5,391

5,694

2,942

66

317

14,410


5,721

5,836

3,016

55

330

14,958
5,975

5,982

3,091

55

340

15,443
6,215

6,132

3,168

55

370

15,940

Note:

This is the amount of committed expenditure to be carried forward to 2005/06 as detailed in the General Fund Provisional Out-turn report.

APPENDIX C

CITY COUNCIL RESERVES 

GENERAL FUND RESERVE
Purpose of the Reserve:

To be a general working balance / contingency to cushion the Council against uneven cash flows and budgetary impacts, or unexpected events and emergencies.

How and when the Reserve can be used:

The issues, which have been taken into account in reviewing the level of this Reserve, are judgements on:

· Cash flow requirements

· Inflation and interest rates

· Demand led pressures

· Planned efficiency and productivity savings

· Risks arising from significant new funding partnerships, major outsourcing arrangements or major capital developments

· The availability of available funds to deal with major contingencies.

The target for this reserve is that it should broadly equal 20% of Net Revenue Expenditure plus £1million as an emergency contingency.  The target amount is therefore £3.8m. This has been set in the light of the Council moving towards tighter base level budgeting, which increases the risk to the Council from any economic downturn, and which could impact heavily on the income estimates. 

Currently the balance on this reserve is £2.8m as £1m was allocated to flood recovery work during 2004/05.  The reserve be built back up to £3.8m by allocating any future years’ underspends on windfall gains and uncommitted resources from the Projects Reserve.

BENEFITS RESERVE
Purpose of the Reserve:

Following the transfer of the Council’s Housing Stock in December 2002, the Housing Revenue Account was formally closed on 31st March 2005, and the remaining balance in the HRA Reserve was transferred to the Projects Reserve. 

A small amount of £200,000 has been retained as an earmarked Benefit reserve.

How and when the Reserve can be used:

Members may recall that as part of the LSVT process, Council agreed that a minimum target balance of £1.6m was required to meet the additional costs of Housing Benefit (Rent Allowances) in the three year period prior to these costs being integrated into the City Council’s RSG allocation.  This situation regarding the Governments funding of Rent Allowances and Council Tax Benefits was changed in 2004/05, and there is a degree of uncertainty around future funding to be received from the Government. At this stage therefore it is prudent to retain the earmarked funds to meet any potential residual benefit costs falling on the General Fund estimated at £200,000. 

PROJECTS RESERVE
Purpose of the Reserve:

This Reserve supports the Council’s capital programme or any other major initiatives (including substantial reorganisations). Any windfall gains over and above the amount required to maintain the target for the General Fund Reserve (currently £3.8m), plus the former HRA balance will be transferred to the Projects Reserve. It is anticipated windfall gains and underspends will reduce over time as the Council’s base budgeting procedures become tighter. 

How and when the Reserve can be used:

Usage from the Fund will be subject to approval by the Council as part of the budget process where possible. However, on those occasions where major schemes or items of expenditure arise outside of the budget process, Council can consider these on an ad-hoc basis as supplementary estimate requests. 

RENEWALS RESERVE
Purpose of the Reserve:

This reserve was established in 1974 in order to make a sufficient annual revenue contribution to fund the future replacement of all of the Councils vehicles, plant and equipment.  A fundamental review of this fund was undertaken by Internal Audit during 2003/04 and the recommendations from that report are being progressed, particularly where there is evidence that there are items, particularly of an IT nature which are not adequately provided for. The balances contained within this fund will be retained at the current levels pending this further work, which has been delayed due to the diversion of available staffing resources to flood recovery work. 

How and when the reserve can be used:

The allocation from the Reserve is approved annually by the Council as part of the budget process. The usage to be for replacement of specific items as set out in the detailed Renewals Plan.  As part of the ongoing review of this fund, it will be investigated whether existing virement rules should be extended to the Renewals Fund.

PENSIONS RESERVE
Purpose of the Reserve:
The results of the triennial review of the Pension Fund were received in December 2004, with new rates operative from 1 April 2005.  The triennial review identified a substantial deficit on the fund with employer rates increasing from 10.7% to 15.9%. This reserve (set at £1m) was set aside to cushion the impact of any increase in the first 2 years as an interim measure pending confirmation of the actual amount required and identification of savings to meet the deficit on an ongoing basis.  The which have been earmarked to cushion revenue funding are shown within Appendix D.

How and when the Reserve can be used:

The reserve will be drawn upon to cover any potential revenue shortfall in the short term arising from the triennial review of the pension fund, whilst the Council considers how best to meet the long term impact.

COMMERCIAL AND TECHNICAL SERVICES (CTS) RESERVE
Purpose of the Reserve:

This reserve was established from surpluses arising from former DSO trading activities under the CCT regime to cover potential losses and unforeseen expenditure. Since then, the abolition of the CCT regime, together with the reorganisation of the authority has determined that CTS no longer operates as a trading organisation. However in the short term given the scale of the changes that CTS have absorbed, and it’s transition from ‘trading’ organisation to core service it is prudent to retain a small reserve to cushion any short-term transition implications. It is recommended that this reserve be phased out over 2 years with the balance being transferred to the Projects Fund, and  £100,000 will be retained in 2004/05 dropping to £50,000 in 2005/06 and nil in 2006/07.

How and when the Reserve can be used:

Any usage from the Reserve will be subject to current Council policy as set out in the Financial Procedure Rules i.e. that all internal business unit surpluses and undistributed profits shall be earmarked within the Council’s reserves and retained for the benefit of the Council. Their application shall require the approval of the Executive up to £30,000 and the Council over £30,000. 

LANES CAPITAL RESERVE 

Purpose of the Reserve:

The Lanes Capital Fund was established under the terms of the original agreement whereby the Council was permitted to charge up to 1% of capital expenditure to the gross rent account as a permitted deduction. This annual amount has created a Reserve Fund from which the Council’s share of any exceptional expenditure required on the Lanes could be met in future years. Under the terms of the new lease agreement, any requirement to fund up to the first 1% of capital expenditure will fall on the Council’s partner and the Council’s permission (not to unreasonably refused) would be required to spend in excess of 1%. The Council would ultimately meet its share of any further exceptional expenditure through a lower rent distribution for that year (once the rent guarantee has run out). Given this situation it is considered prudent to continue to set aside the annual contribution to meet any future liability.

How and when the Reserve can be used:

Any usage from the reserve would be subject to a formal report to Council.

ASSET INVESTMENT RESERVE
Purpose of the Reserve:

Previously this Reserve was titled the Asset Disposal reserve and its purpose was to provide a fund to enable work to be externalised in order to maximise Capital Receipts. Often, external marketing assistance is required by a number of Business Units to enable the sale to progress, and current rules do not allow this cost to be offset against the capital receipt. Any costs associated with a disposal irrespective of whether incurred by City Council staff or by external contractors must be charged to revenue in the year in which they were incurred in accordance with proper accounting practices. Therefore a revenue budget is required, and it is recommended that £100,000 be set aside in a Reserve to enable external assistance for asset disposal.

It is recommended that the above purpose remain but that the purpose of the Reserve is widened to incorporate the funds earmarked for Asset Investment.  It is considered that the allocation of the funds to a Reserve rather than to the Capital Programme would better reflect the uncertainty of timing of the projects. 

How and when the Reserve can be used:

Any usage from the reserve would be subject to a formal report to Council. 

CONSERVATION RESERVE

Purpose of the Reserve:

The Conservation Reserve a revolving conservation fund, set up by the Council in 1994. The purpose of the fund was to purchase historic buildings at risk, repairing and improving then if necessary with the help of a local building preservation trust and on the sale of the property using the money to reimburse the fund.  The fund was used in recent years to contribute finance to the Heritage Economic Regeneration Scheme (HERS). The HERS has now been completed and the balance returned to the Conservation Fund. Currently the budget of £38,500 is contained within the Revenue Budgets and the unutilised balance is carried forward each year. It would be more appropriate and would enable more accurate base budgeting if the fund was allocated as a Reserve, with any spending from the fund subject to Executive approval.

How and when the reserve can be used:

Any usage from the reserve would be subject to a formal report to the Executive.

COLLECTION FUND
Purpose of the Reserve:

The Collection Fund is a statutory fund which the Council, as the billing authority, must maintain to record transactions on council tax and business rates. The year end surplus or deficit on the Collection Fund, in relation to council tax, is distributed to the preceptors i.e. Cumbria County Council and the Cumbria Police Authority, and to the Council’s General Fund in the following year. This redistribution is calculated on the basis of estimates of the year end balance made on 15 January each year which is reported annually to the Executive as part of the budget process. 

How and when the Reserve can be used:

The Reserve can only be used for the purpose set out above and as such it is not available for the use of the City Council (except to receive its share of the annual surplus)

RESIDENTS PARKING RESERVE
Purpose of Reserve:

This reserve accumulates the funds from the establishment and operation of the residents parking initiative. The Parking agreement between the City Council and Cumbria County Council stipulates that the balance on this reserve be reported to the County Council on an annual basis and be spent only on measures or schemes consistent with the provisions of the Local Transport Plan.

How and when the Reserve can be used:

The Reserve can only be used for the purpose set out above and as such it is not available for the use of the City Council (except as agreed by the County Council).

BUILDING CONTROL RESERVE
Purpose of Reserve:

This reserve accumulates the funds from the Building Control function, a statutory ring-fenced service, which must break-even over a rolling 3-year period. Any surplus generated must be spent on improving service delivery. The balance on the reserve will be reviewed once the new rules have been received which are effective from 1 April 2005. 

How and when the Reserve can be used:

The Reserve can only be used for the purpose set out above and as such it is not available for the general use of the City Council (however this will be reviewed once the new Guidance has been received from the Government).

NEW DEAL RESERVE

Purpose of Reserve:

This reserve accumulates the funds from the contracts operating under the New Deal regulations.  The money does not belong to the Council but is to be used to re-invest in New Deal initiatives. It should be noted that the reserve is used to cushion peaks and troughs in the income received much of which is out-with the control of the Council.

How and when the Reserve can be used:

The Reserve can only be used for the purpose set out above and as such it is not available for the general use of the City Council (however this will be reviewed annually in accordance with guidance issued on the subject).












APPENDIX D

CITY COUNCIL RESERVE PROJECTIONS

Council Reserves
Revised

31/03/05

£000
Out-turn

31/03/05

£000
Projected

31/03/06

£000
Projected

31/03/07

£000
Projected

31/03/08

£000
Projected

31/03/09

£000

General Fund Reserve
(2,730)
(2,730)
(2,730)
(2,730)
(2,730)
(2,730)

HRA/Benefit Reserve
(3,509)
(3,604)
(200)
0
0
0

CTS Reserve
(50)
(100)
(50)
0
0
0

Projects Reserve
(1,375)
(3,233)
(4,712)
(4,018)
(2,178)
(162)

Renewals Reserve
(2,444)
(2,601)
(1,725)
(2,009)
(2,064)
(2,118)

Pensions Reserve 
(1,000)
(1,000)
(563)
(286)
(169)
0

Asset Investment Reserve
(100)
(100)
(1,100)
(1,100)
(1,100)
(1,100)

Lanes Capital Reserve
(236)
(236)
(251)
(266)
(281)
(296)

Total General Usable Reserves
(11,444)
(13,604)
(11,331)
(10,409)
(8,522)
(6,406)

Conservation Reserve

(138)
(176)
(214)
(252)
(290)

Collection Fund







Residents Parking
(15)
27
0
0
0
0

Building Control
(162)
(155)
(155)
(155)
(155)
(155)

New Deal
(23)
(23)
(23)
(23)
(23)
(23)

Earmarked Reserves
(200)
(289)
(354)
(392)
(430)
(468)
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