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THREE YEAR BUDGET 2005/06 TO 2007/08 – FIRST FORECAST

1. INTRODUCTION

1.1 This report is the first forecast of the Budget projections for the three-year period 2005/06 to 2007/08, and addresses 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.

1.2 The guiding principles for the formulation of the budget over the next three years are set out in the following Policy documents which will be formally submitted to and approved by Council on 3rd August to form part of the Budget and Policy Framework:

· Medium Term Financial Plan (MTFP) -  see FS7/04 (amended) elsewhere on the agenda

· Corporate Charging Policy (CCP) - see FS8/04 (amended) elsewhere on the agenda

· Capital Strategy (CS)  - see FS9/04 (amended) elsewhere on the agenda

· Asset Management Plan (AMP) - see PS13/04 elsewhere on the agenda

1.3 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 estimates that will be prepared and presented later in the year. 

2.
PRIORITISATION OF RESOURCES

2.1
The Council has adopted a three-year planning horizon in its Medium Term Financial Plan, and resources will be estimated on the best information available over that period. 

2.2 
The Council approved the new Corporate Plan priorities at its meeting on 1st June 2004 and this will ensure that the Council’s resources are focussed on the main priorities from the Corporate Plan.  Further work has now commenced to smarten up the targets and to ensure that all Business Plans reflect the Corporate Priorities and are costed over a 3-year period.

3.
INFLATION FORECASTS AND GENERAL ASSUMPTIONS

3.1 In preparing projections over a three-year period there is an inevitable risk from failing to accurately predict the impact of inflation and the other demands that add to the Council’s long term expenditure commitments. Even at the current low levels of inflation the impact is still very considerable at £1.5m in the third year of the review period. The general inflation assumptions are set out in the MTFP.

4. 
BUDGET TIMETABLE

4.1 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 be determined later in the process.

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

5.
REVENUE BUDGETS PROJECTION 2003/04 TO 2006/07

5.1 The original projections as set out in the MTFP have been updated for the approval by Council on 17th May 2004 to increase the budget for running costs at the Sheepmount by £44,000 p.a. The revised  projected shortfall to be met in the three-year period 2004/05 to 2006/07 is therefore :

2005/06
£183,000

2006/07
£323,000

2007/08
£333,000

5.2 In addition to the above, there are a number of other issues that will require to be addressed during the forthcoming budget process, many of which are anticipated to have a future budget impact and require further investigation through the budget cycle. The main items being:

· Funding the Pensions Fund Deficit, 

· Single Status and Job Evaluation issues

· Concessionary Fares

· Talkin Tarn

· Future Impact of any non-recurring spending bids 

Offset By:

· Increased income from Treasury Management Projections

· Increased Trading and Charging Opportunities

· Gershon Efficiency Review (2.5% savings)

5.3 In conclusion, there is unlikely to be sufficient new capacity to address the budget pressures that face the Council 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.

6. CAPITAL PROGRAMME 2005/06 TO 2007/08

6.1 A context summary of the likely scale of Capital Resources required over the period is contained in the Capital Strategy, which is considered elsewhere on this agenda.  Detailed capital bids during the budget process will be received by the Executive for consideration as a basis of formulating recommendations for a capital programme to Council. This will be prepared and assessed in accordance with the priorities that will be agreed by the Council. 

7. BALANCES AND RESERVE

7.1 The Council’s policy on balances and reserves is set out in the MTFP.  Currently 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. 

7.2 The Council’s General Fund reserves and balances projected at 31 March 2004 and 2005, are as follows: -

Balances and Reserves
Actual

31/3/03

£000
Revised

31/3/04

£000
Out-turn 31/3/04

£000
Projected

31/3/05

£000

General Fund Balance
7,692
3,800
3,800
3,800

HRA /Benefit Reserve
3,390
905
3,037
3,037

CTS Reserve
519
100
123
50

Projects Reserve
1,110
2,299
3,736
*736

Renewals Reserve
2,973
2,977
2,476
1,424

Pensions Reserve
0
1,000
1,000
1,000

Asset Disposal Reserve
0
100
100
100

Lanes Capital Reserve
206
221
221
236

Total Council Balances
£15,890
£11,402
£14,493
£10,383

* assumes that all carry forward requests are approved by the Executive as a result of the 2003/04 out-turn. 

8. CONSULTATION

8.1 The Corporate Resources Overview and Scrutiny Committee will be consulted on relevant budget matters throughout the process and will consider this report on 22nd July. 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.

8.2 The wider public consultation on the budget will be considered during the coming months to determine the most appropriate method.

9. RECOMMENDATIONS

9.1 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 2005/06 to 2007/08 including any requirements or emphasis to redirect resources over that period.

10. 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


Ext: 7299

DRAFT TIMETABLE – 2005/06 TO 2007/08 BUDGET

Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Policy Documents 2005-06 to 2007-08:

· Medium Term Financial Plan 

· Corporate Charging Policy

· Capital Strategy

· Asset Management Plan


17/05/04 (draft)

19/07/04 (final)
CR O & S. 25/05/04
03/08/04

Consideration of First Budget Forecast and  Budget Timetable

Executive to issue detailed Guidance for Budget process


19/07/04
CR O & S. 22/07/04


Consideration of:

· Detailed Core Service Estimates

· Individual Charges Review Reports

· Individual New Spending Requests

· Individual Saving Proposals

· New Capital Spending proposals
08/11/04
(or special to be arranged)
Com O&S 15/11/04

Infr O&S  16/11/04 

CR O&S 25/11/04




Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of Overview and Scrutiny Feedback
06/12/04



Consideration of:

· Draft Revenue Support Grant Settlement 

· Summary of Overall Budgetary Position – Cap

· GF Rev

· HRA Executive to issue Draft Budget Proposals for Consultation

(NB: final Government revenue and capital grant approvals will not be known at this point)

· Set Council Tax Base and Precept   Payment Dates (Delegated)
20/12/04



-



Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consultation Period (4 week period 21/12/04 to 18/01/05)

· Public Consultation
· Business Community

· Corporate Resources Overview & Scrutiny

· Staff and Trade Unions

Only if required
· Community Overview & Scrutiny 06/1/05

· Infrastructure Overview & Scrutiny 20/1/05 too late)



TBA

TBA

CR O&S 13/1/05
TBA

Feedback to 

Executive on 24th Jan


Detail
Executive

Meeting
Overview & Scrutiny 

and other Consultees
Council

Meeting

Consideration of: 

Initial Consultation Feedback from all O&S Committees

Final Consultation Feedback

Final Budget Reports including Final Settlement figures

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)


24/01/05

(or special)



10/02/05

(plus budget pack)

Formal Setting of Council Tax

(NB: Final Statutory date for the setting of the Council Tax in any year is 11th March)




08/03/05
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