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Yes
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Title:
THREE YEAR BUDGET 2006/07 TO 2008/09 - FIRST FORECAST AND TIMETABLE

Report of:
The Head of Finance

Report reference:
FS17/05

Summary:

Following the approval by Council on 19 July to the budget policy documents, this report summarises the projected cost of supporting service levels and the potential resources available to the Council over the three-year period to 2008/09 and comments on a range of issues that will impact on the provision of services and the level of Council Tax over that period. 

A timetable to guide the budget process is also attached for information.

Recommendations:

The Executive are recommended to receive the report and consider their response in terms of whether any additional guidance to officers is required in compiling budgets for 2006/07 to 2008/09 including any requirements or emphasis to redirect resources over that period.

Contact Officer:
Angela Brown
Tel:
 888052

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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THREE YEAR BUDGET 2006/07 TO 2008/09

· FIRST FORECAST AND TIMETABLE

1. BACKGROUND AND INTRODUCTION

1.1 The guiding principles for the formulation of the budget over the next three years are set out in the following Policy documents which were formally submitted to and approved by Council on 19th July to form part of the Budget and Policy Framework:

· Medium Term Financial Plan (MTFP) - FS4/05 (amended) 

· Corporate Charging Policy (CCP) - FS5/05 (amended) 

· Capital Strategy (CS)  - FS3/05 (amended) 

· Asset Management Plan (AMP) - PS8/05 

1.2
The Council has adopted a three-year planning horizon and resources and commitments have been estimated on the best information available over that period. In preparing projections over a three-year period there is an inevitable risk from failing to accurately predict the Council’s resource and commitment assumptions. In particular, even at the current low levels the impact on the revenue budget is very considerable at £2m in the third year of the review period.  Inflation also has a considerable impact on major capital schemes.

1.3
This report summarises the first forecast of the Budget projections for the three-year period 2006/07 to 2008/09, and highlights a number of issues which will impact on the Council as the Budget is developed. A timetable to guide the process is also attached for information.

1.4
Members are reminded that it is important that any figures and projections quoted in this report are seen in a broad policy context and are not used as a substitute for the detailed budgets that will be prepared and presented later in the year. 

2.
PRIORITISATION OF RESOURCES

2.1 
The Council’s priorities are currently in the process of being refined and the emerging priorities currently being consulted on are:

· Cleaner, Greener and Safer

· Carlisle – the Learning City

2.2 Once the priorities are agreed further work will commence to smarten up the targets and to ensure that Business Plans reflect the Corporate Priorities over a 3-year period.

2.3 In accordance with the budget discipline approved by Council in February, a performance review of Services will be undertaken to focus on improved efficiency and redirection of resources to priority areas to meet both the Gershon efficiency agenda and the projected budget deficit.

3.
REVENUE BUDGET PROJECTIONS 2006/07 TO 2008/09

3.1
The current revenue projections as set out in the MTFP indicate an initial projected recurring shortfall to be met in the three-year period 2006/07 to 2008/09 of:

2006/07
£   640,000

2007/08
£1,747,000

2008/09
£1,944,000

3.2
The projected shortfall includes estimates for the following, but   which require further investigation:
· The potential impact of the Pay and Workforce Strategy, which includes the Job Evaluation exercise.  This project is currently underway and must be completed by March 2007.  Firmer predictions on the financial impact of the proposals are unlikely to be available over the period of the next budget year. 

· The impact of the Pensions Fund triennial valuation, which was effective from April 2005, is included in the forward financial projections.  Members will be aware however that the Government has now formally revoked the revised pension proposals that would have raised the retirement age from 60 to 65. The LGA have forecast that this could cost an additional £200m per annum. Further Government proposals are awaited.

3.3 In terms of future commitments there are a number of spending pressures and risks emerging both locally and nationally that may have implications for the Council but which have not yet been incorporated into future projections.  These will be investigated further during the budget process and include:

· Carlisle Renaissance

· Equality Impact Assessment

· Concessionary Fares (Chancellor’s budget)

· Waste and Recycling targets.

· Effect of increase or reduction in Performance Measured Grants (e.g. Planning Delivery Grant, Benefits Funding)

· Homelessness (Impact of the Homelessness Act 2002)

· Land Charges/Searches (proposals on levels of fees)

· Potential impact of depreciation accounting

· Council Tax Revaluation proposals

· Impact of Lyons Review on Local Government Finance

· Impact of Three Year Financial Settlements and Government Spending Review (2006 Review postponed to 2007)

3.4
The LGA has been lobbying for additional resources for 2006/07 to reduce the pressure on Council Tax.  They have identified a potential funding gap of up to £1.5bn for local government as a whole as a result of the cessation of one-off additional funding for 2005/06, the introduction of the dedicated schools grant and new burdens and spending pressures.  In addition the additional £200 for pensioner households for 2005/06 announced in the Chancellor’s budget has not been built into future years spending plans.

3.5
In conclusion, there will be significant pressure on the Council’s budgets over the next three-year planning period.  In consequence, the Council will remain dependent on the ability to generate savings, increase income and to redirect resources to meet major priorities.

2. CAPITAL PROGRAMME PROJECTIONS 2006/07 TO 2008/09

2.4 A summary of the likely availability of capital resources together with current expenditure commitments required over the period is contained in the Capital Strategy.  

2.5 A summary of the current projection of ‘uncommitted’ capital resources is set out below: 


2005/06

£000
2006/07

£000
2007/08

£000
2008/09

£000

Projects Reserve
(4,547)
(3,853)
(2,012)
171

Capital Receipts
(2,375)
(1,661)
(2,107)
(3,213)

Cumulative c/fwd
(6,922)
(5,514)
(4,119)
(3,042)

2.6 The table shows that (based on current projections) unallocated resources available for capital purposes at the end of the three-year period are forecast to be just over £3m.  This unallocated resource has to be seen in the context of the emerging capital spending pressures which are not included in the current programme and in particular:

· Carlisle Renaissance

· Tullie House Improvements

· Play Area Strategy

· Waste minimisation and recycling

· Greystone Community Centre

· Sports feasibility Study

· Three Rivers Strategy

· University

· Back Lanes

· Property Rationalisation

· Asset Management fund

· Information Systems

2.7 These emerging pressures will be assessed in the light of the Council’s priorities and available resources but it is evident that there are insufficient capital resources currently available to support all of the initiatives emerging.

2.8 A more rigorous assessment of any new capital projects will take place via the newly established Capital Projects Board. Consideration will be given during consideration of all future potential capital projects to alternative sources of funding such as private sector investment, capital grants, and prudential borrowing.

2.9 Detailed proposals will then be submitted for consideration by the Executive and Corporate Resources Overview and Scrutiny Committee during the budget process. 

3. BALANCES AND RESERVE

5.1
The Council’s policy on balances and reserves is set out in the MTFP.  A summary of the main available reserves is set out in the table below:

Council Reserves
Projected

31/03/06

£000
Projected

31/03/07

£000
Projected

31/03/08

£000
Projected

31/03/09

£000

General Fund Reserve
(2,835)
(2,835)
(2,835)
(2,835)

Projects Reserve
(4,547)
(3,853)
(2,012)
171

Renewals Reserve
(1,533)
(1,816)
(1,871)
(1,925)

HRA/Benefit Reserve
(200)
0
0
0

CTS Reserve
(50)
0
0
0

Pensions Reserve 
(563)
(286)
(169)
(169)

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

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

Total Available Reserves
(11,079)
(10,156)
(8,268)
(6,154)

5.2 Currently, and despite the impact of the January floods, the Council’s balances and reserves remain strong and at prudent levels, and position the Council well to deal with unexpected or strategic issues as they arise.  However the following should be noted:

· The General Fund Reserve, which is set aside to meet emergencies and unforeseen events, is currently below the recommended level of £3.8m due to the impact of the flood.  First priority will be to build this reserve back up to recommended levels.

· On current projections, the balance available in the project fund is forecast to be exhausted by 2008/09, principally as a result of the projected revenue deficits.  This reserve is available to support both capital and revenue projects. Currently this reserve is built up from windfall gains and year-end underspends which are reducing over time as the Council’s base budgeting procedures improve.

6. 
BUDGET TIMETABLE

6.1
A draft overview Budget Timetable is attached at Appendix A.  It is possible that there will be a need to arrange special meetings to enable the Executive and Corporate Resources Overview and Scrutiny Committee adequate time to consider the issues raised during the process. This will particularly depend on timings for the Government’s Revenue Support Grant announcements and will be determined later in the process.

6.2
More detailed budget guidance with specific targets will be issued to Service Managers shortly to further aid them during the process. 

7. CONSULTATION

7.1 The Corporate Resources Overview and Scrutiny Committee will be consulted on relevant budget matters throughout the process and will consider this report on 8th September. The Committee have indicated that they do not wish to receive the detailed service estimates, however they do wish to consider any policy proposals (bids and savings reports), and this has been built into the budget timetable.

7.2 The wider public consultation on the budget will be considered to determine the most appropriate method.

8. RECOMMENDATIONS

8.1 The Executive are recommended to receive the report and consider their response in terms of whether any additional guidance to officers is required in compiling budgets for 2006/07 to 2008/09 including any requirements or emphasis to redirect resources over that period.

9. IMPLICATIONS

· Staffing/Resources – Any issues arising will be considered in future budget reports.

· Financial – Included within the report.

· Legal – None at this stage.

· Corporate – CMT and the SFPG have considered the issues raised in this report.

· Risk Management – the main risks attach to the potential scale of new initiatives and commitments that could require base level funding, together with the Council’s reliance on income from rental and fees and charges.

· Equality Issues – Any issues arising will be considered in future budget reports.

· Environmental – As above.

· Crime and Disorder – As above.

A BROWN

Head of Finance

Contact Officer:
Angela Brown


Tel: 888052

DRAFT TIMETABLE – 2006/07 TO 2008/09 BUDGET

Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Policy Documents 2006/07 to 2008/09:

· Medium Term Financial Plan 

· Corporate Charging Policy

· Capital Strategy

· Asset Management Plan
20/06/05 (draft)

04/07/05 (final)
CR O & S. 23/06/05
19/07/05

Consideration of First Budget Forecast and  Budget Timetable
01/08/05
CR O & S. 08/09/05


Consideration of Public Consultation

TBA


Consideration of:

· Detailed Core Service Estimates

· Individual Charges Review Reports

· Individual New Spending Pressures

· Individual Saving Proposals

· New Capital Spending proposals

· Renewals Reserve

· Repair & Maintenance

· Treasury Management & borrowing implications
14/11/05

&

21/11/05 if required
Infr O&S  22/11/05

Com O&S 24/11/05

CR O&S 01/12/05

Feedback to Executive 12/12/05




Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Overview and Scrutiny Feedback
12/12/05

(special)



Consideration of:

· Draft Revenue Support Grant Settlement 

· Summary of Overall Budgetary Position for Revenue and Capital

· Draft Treasury Management & Investment Strategy (including Prudential Borrowing Indicators) 

Executive issue Draft Budget Proposals for Consultation

· Set Council Tax Base and Precept   Payment Dates (Delegated)
12/12/05 or

19/12/05 (depending on timing of provisional RSG settlement)

19/12/05



-



Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Formal Consultation Period (period 20/12/05 to 21/01/06)

· Public Consultation

· Business Community

· Corporate Resources Overview & Scrutiny 

-     Staff and Trade Unions

TBA

TBA

CR O&S 19/01/06

TBA


Consideration of: 

-     Consultation Feedback 

-     Final Budget Reports including Final Settlement figures

-    Treasury Management & Investment Strategy (including Prudential Borrowing Indicators)

Executive Issue Final Budget Proposals

(NB: If the Council budget meeting is held after 7th February in any year, then the Council decision on the night is binding)
23/01/06

(or special depending on timing of RSG announcement)



06/02/06



Formal Setting of Council Tax

(NB: Final Statutory date is 11th March)


07/03/06









21/07/05

