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This report considers:

(i) The revised base revenue estimates for 2004/05 together with the estimates for 2005/06.

(ii)  An update of the Governments Spending Review for 2004 and other key budget considerations.  

(iii) A reminder of the projected deficit to be funded for the three year period, before the consideration of savings and new bids, in order to give some context to members when considering the savings and new spending proposals elsewhere on the agenda.

Recommendations:

The Executive is requested to:

(i) Note the base revenue estimates for 2004/05 revised and 2005/06.

(ii) Note the key issues which will be considered further in the budget cycle.

(iii) Note the current projected deficit before the consideration of savings and new spending proposals.
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15 November 2004

GENERAL FUND REVENUE BUDGET 2005/06 TO 2007/08

 – UPDATE

1. INTRODUCTION

1.1
This report summarises:

(i) The revised base revenue estimates for 2004/05 together with the estimates for 2005/06.

(ii) An update of the Governments Spending Review for 2004 and other key budget considerations.

(iii) A reminder of the projected deficit to be funded for the three year period, before the consideration of savings and new bids, in order to give some context to members when considering the savings and new bid reports elsewhere on the agenda.

1.2
Members are reminded that:

(i) The projections in this report take no account of savings proposals, increased charges or new spending bids which are considered as separate reports elsewhere on the Agenda.

(ii) The figures and projections quoted in this report are currently estimated and should not be taken to be the final position. There are a number of issues that will not be finalised until later in the budget process, in particular the Revenue Support Grant Settlement and the Pensions Fund Deficit valuation.

(iii) A further report will be presented to the Executive on 20th December which at that stage will incorporate all of the new spending requests, savings and charges proposals, together with the Governments provisional Revenue Support Grant settlement information.

1.3 The guiding principles for the formulation of the budget over the next three year planning period are set out in the following Policy documents that were approved by Council on 3rd August 2004:

· Medium Term Financial Plan, MTFP – (Report FS7/04)

· Corporate Charging Policy, CCP (Report FS8/04)

· Capital Strategy, CS (Report FS9/04)

· Asset Management Plan, AMP (Report PS13/04)

2. SUMMARY OF BASE BUDGET ESTIMATES 2004/05 and 2005/06

2.1 The base estimates (excluding savings and new spending proposals) have been prepared with assumptions built in regarding price changes for all goods and services. The estimates are cash limited at these amounts, which means that, once approved, Budget Holders must operate within this budget. 

2.2 The table below sets out the base level General Fund requirement:


2004/05

Original

£000
2004/05

Revised

£000
2005/06

Original

£000
2006/07

Proj.

£000
2007/08

Proj.

£000

Base Budget Requirement 
14,281
15,701
14,170



Original projections per MTFP


14,333
14,813
15,269

Improvement 2005/06


163



Note

2.3
2.4 & 2.5
2.5
2.5

2.3 Appendix A details the movements between the Original and Revised Budgets for 2004/05.

2.4 Appendix B details the movements between the Original Budget for 2004/05 and the Original Budget for 2005/06. The improvement of  £163,000 between the original MTFP projections and the base level estimates now presented and can be explained by:

    £

· Reduced Income Projections




 115,000

· Increased Treasury Management Projections

(321,000)

· Other minor adjustments




   43,000
Total







(163,000)

2.5 It should be noted that:

· Due to the introduction of the new Financial Information System, the estimates have been prepared in a different way from in the past. Because of this some of the overall balancing checks have not yet been concluded. 

· The central recharges have not yet been finalised for 2005/06. These will be agreed with Business Unit Heads and input at a later date. The allocations will have no impact on the bottom line base estimates now presented.

· The 2006/07 and 2007/08 projections have not yet been able to be analysed as part of the base estimate review and remain as originally reported for the MTFP. 

If any changes are required as a result of any further continuing work on the base estimates, then this will be reported back to the next meeting of the Executive.

3. GOVERNMENT SPENDING REVIEW 2004 (SR2004)

3.1 On 12th July 2004, the Chancellor published the Spending Review 2004 covering the financial years 2005/06 to 2007/08. The purpose of the review is to set out for the next three years how much the Government is going to spend in cash terms and in which public policy areas. The key messages for Local Government are set out in the paragraphs below.

3.2 Formula Spending Share (FSS) and projected impact on Council Tax.

(i) The FSS is the Governments planned spending totals for local government, and the key figures are set out in AppendixC for information.

(ii) The FSS includes an element that is financed locally from Council Tax, and this element is forecast to increase by an overall 6.7% in 2005/06 for all classes of authority. This is not consistent with the Governments desire to see Council Tax increases in ‘low single figure’ percentage increases. Authorities that breach the target increase for Council Tax are likely to find themselves the subject of Government capping restrictions, and therefore for the next three year period there will be intense pressure to find significant savings from within existing budgets. 

(iii) For the Environmental Protection and Cultural Services block (from which District Councils derive the bulk of their spending totals), SR2004 provided little relief from the spending pressures, with forecast increases over the review period of 0.6% in 2005/06, 3.5% in 2006/07 and 3.7% in 2007/08.  This compares with the Council’s MTFP projections for Government Grant increases of 2.5% increase year on year over the same period.  Whilst broadly equal over the three year period, it does point to a shortfall of grant in 2005/06 (for information a 1% loss of grant increases the projected deficit by c. £85,000). It should be noted however that these projections give an indication only of the amount of Government Grant that will be received in any given year – many other factors, including data changes,  floors and ceiling levels etc will impact on the actual final settlement received. 

(iv) It is widely felt that SR2004 will be most severely felt by District Councils. The LGA is calling for the Government to put an additional £700m into the grant settlement, plus another £300m to meet urgent spending pressure identified such as increased expenditure on waste and other environmental services. Members may recall that an additional amount of £340m was allocated late in the 2004/05 settlement process, however the Government to date has indicated that there will be no similar additional funding for 2005/06. 

3.3 Gershon Review

(i) Sir Peter Gershon’s review of public sector efficiency, published alongside the SR2004, sets out efficiency targets to release significant extra resources for front line services and deliver further improvements in the performance of the whole public sector. 

(ii) The headline figures are that £21.4bn forecast efficiency savings and productivity improvements will be made, of which the target for local government is £6.45bn (2.5% p.a.) to be achieved by 2007/08.

(iii) Target areas to achieve the savings are from back office functions, procurement and transactional services and work is being undertaken by the Governments efficiency team at the Office for Government Commerce to progress the issues. 

(iv) Initial confirmation has been received from the ODPM that the Gershon review will not have any additional impact on the SR2004 figures i.e. the grant settlement will not be further affected. However the achievement of 2.5% efficiency savings to redirect to the frontline services will be a major issue for the Council. Gershon has stated that he wishes any savings to be auditable and transparent and that a high proportion of savings need to be re-cyclable (that is defined as released to front line services or used to represent an increase in service outputs). As a large proportion of these savings will remain in local authority budgets it will in practice be very difficult to discern the real level of savings, that is or is not being achieved. The Government is currently in discussion with the Audit Commission over how this might be achieved, without creating a whole new bureaucracy. 

(v) Further reports on this issue will be considered as further information becomes available.

3.4 Three Year Grant Settlements

(i) As part of SR2004, the Government plans to consult on and introduce three-year capital and revenue settlements to be introduced from 2006/07. 

(ii) The move to three-year settlements should improve certainty and planning for Councils, and a system already exists in Scotland. However there are a number of important issues that need to be resolved before such a system could be introduced, and proposals will be set out in a consultation paper to be published by the ODPM before the end of this year.

3.5 Balance of Funding Review

(i) Although not strictly part of the SR2004, the government announced on 20th July 2004 the Balance of Funding review, which was set up to consider the balance of local authority funding from both national and local sources. The report concluded that the balance of funding (i.e. the low proportions of funding raised locally) was a major issue as far as the local government finance system is concerned. This is principally because of the gearing effect (i.e. nationally, a 1% increase in spending leads to a 4% increase in Council Tax).

(ii) The Government announced a further, independent inquiry to be chaired by Sir Michael Lyons. The Lyons Inquiry into local government funding will:

· make recommendations on how best to reform Council Tax, taking into account the revaluation of domestic property due to come into effect in 2007

· assess the case both for providing local authorities with increased flexibility to raise additional revenue and for making a significant shift in the current balance of funding

· analyse the options available to local authorities to raise supplementary revenue, including local income tax, reform of non-domestic rates and / or other possible local taxes and charges.

· Consider the implications for the financing of possible elected regional assemblies.

(iii) The Lyons inquiry is currently asking for submissions to its work, and is expected to report on the results by the end of 2005. 

4. REVENUE BUDGET PROJECTIONS 2004/05 TO 2007/08
4.1 In order that Members have some context to consider the Savings and New Spending proposals elsewhere on the agenda, a reminder is given of the projected budget deficit as set out in the MTFP over the three year period:

2005/06
£183,000

2006/07
£323,000

2007/08
£333,000

4.2 At this stage, the projections have not been adjusted for the improvement in the base level budget position of £163,000 reported in paragraph 2.3, and likewise no adjustment has been made for any projected shortfall in the Revenue Support Grant Settlement as the actual settlement will be available shortly. 

5.
RESERVES AND BALANCES


The Council’s General Fund reserves and balances projected for 2004/05 to 2007/08, are as follows: -

Balances and Reserves
Actual

31/03/04

£000
Revised

31/03/05

£000
Projected

31/03/06

£000
Projected

31/03/07

£000
Projected

31/03/08

£000

General Fund Balance
3,800
3,800
3,800
3,800
3,800

HRA /Benefit Reserve
3,037
3,234
0
0
0

CTS Reserve
123
50
0

0

Projects Reserve
3,736
1,483
4,395
4,024
3,641

Renewals Reserve
2,476
1,425
1,000
1,140
1,281

Pensions Reserve
1,000
1,000
0
0
0

Asset Disposal Reserve
100
100
100
100
100

Lanes Capital Reserve
221
236
251
266
281

Total Council Balances
£14,493
£11,328
£9,546
£9,330
£9,103

5. CONSULTATION

6.1 The Corporate Resources Overview and Scrutiny Committee will consider this report on 22nd November 2004, and their views fed back to the Executive on 6th December. The draft budget proposals will then be issued by the Executive on 20th December, and will be subject to wider internal and public consultation.

7.
RECOMMENDATIONS

7.1 The Executive is requested to:

(i) Note the base revenue estimates for 2004/05 revised and 2005/06.

(ii) Note the key issues which will be considered further in the budget cycle.

(iii) Note the current projected deficit before the consideration of savings and new spending requests. 

8.
IMPLICATIONS

· Staffing/Resources – The base estimates assume a continuance of the existing levels of resources. Any changes to the base level of resources are contained within the reports elsewhere on the agenda to consider savings and new spending requests.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – EMG, CMT and SFPG have been involved in the compilation of the estimates.

· Risk Management – There is an increasing reliance on income generation and grant funding (e.g. planning delivery grant) within the base estimates, which will be closely monitored through the budget monitoring process.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

ANGELA BROWN

Head of Finance

Contact Officer:
Angela Brown 





Ext:
7299












APPENDIX A

MOVEMENTS BETWEEN ORIGINAL & REVISED BUDGETS 2004/05









        £


        £

Original Estimate 2004/05






14,280,910

Recurring Impact:

· Supplementary Estimate – Sheepmount

     43,540

· Pay Award reduction (3% to 2.75%)


    (40,540)



         3,000

Shortfall in income projections 






     115,000

Revised Treasury Management projections




    (241,000)
Revised Base Level Estimates 2004/05




14,157,910
Non-recurring impact:

· Carry forward requests from 2003/04





  1,542,930

Revised Estimate 2004/05






15,700,840












  APPENDIX B

MOVEMENTS BETWEEN ORIGINAL BUDGET 2004/05 & ORIGINAL BUDGET 2005/06









        £


        £

Original Estimate 2004/05






14,280,910

Recurring Impact:

· Supplementary Estimate – Sheepmount

     43,540

· Pay Award reduction (3% to 2.75%)


    (40,540)

         3,000

· Savings generated from 2004/05 process




      (94,700)

· Spending Proposals from 2004/05 process




       49,000

· Inflation:

· All costs (including pay award)


  584,840




· Increments

     



    99,260
· CCP target




           (160,270)

     523,830 

· Shortfall in income projections






    115,000

· Treasury management 







  (321,000)


· Deduction of non-recurring commitments:
· North Pennines AONB (to 07/08)


    1,000

· City Centre Marketing



(20,000)

· Events Budget




(25,000)

· Advice Agencies




(60,000)

· Concessionary Fares



(60,000)

· CPA/IIP Improvement Plan



(90,000)

· Abandoned Vehicles



(20,000)

· Cumbria Sport




    (5,000)

· LSP Co-ordinator




    (7,500)

· Industrial Estate Study



  (25,000)

· Post 14 Education




  (50,000)

· Planning Grant




  (25,000)

    (386,500)

Original Estimate 2005/06






14,169,540

APPENDIX C

SR2004 (July 2004) Key Numbers
        £ million (rounded)

Formula Spending Shares
2004-05
2005-06
2006-07
2007-08

Education 

Children’s Social Services

Personal Social Services

Police

Fire

Highway Maintenance

Environmental, Protective and Cultural Services

Capital Financing

Total Formula Spending Shares

Net Aggregate External Finance

Locally Financed
26,402

3,737

8,690

4,355

1,848

2,004

11,152

2,802

60,990

42,421

18,569
27,963

4,016

9,553

4,553

1,898

2,054

11,217

3,269

64,522

44,706

19,816
29,863

4,316

9,933

4,768

1,961

2,054

11,606

3,599

68,099

47,184

20,915
31,663

4,516

10,373

4,993

2,035

2,054

12,040

3,924

71,597

49,608

21,989

(July 2004) Key Numbers
          

£ million Year on Year Change

Formula Spending Shares
2004-05
2005-06
2006-07
2007-08

Education

Children’s Social Services

Personal Social Services

Police

Fire

Highway Maintenance

Environmental, Protective and Cultural Services

Capital Financing

Total of Formula Spending Shares

Net Aggregate External Finance

Locally Financed
26,402

3,737

8,690

4,355

1,848

2,004

11,152

2,802

60,990

42,421

18,569
5.9%

7.5%

9.9%

4.5%

2.7%

2.5%

0.6%

16.7%

5.8%

5.4%

6.7%
6.8%

7.5%

4.0%

4.7%

3.3%

0.0%

3.5%

10.1%

5.5%

5.5%

5.5%
6.0%

4.6%

4.4%

4.7%

3.8%

0.0%

3.7%

9.0%

5.1%

5.1%

5.1%

Source: LGA

1 IF  = 1 "Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: None" \* MERGEFORMAT 
Note: in compliance with section 100d of the Local Government (Access to Information) Act 1985 the report has been prepared in part from the following papers: None
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