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Summary:

This report provides a summary of the Council’s revised revenue base estimates for 2007/08, together with base estimates for 2008/09 and updated projections to 2010/11 showing the impact on the Council’s overall revenue reserves. New spending pressures and savings are considered elsewhere on the agenda and are therefore not reflected within this report. The report also provides an update of the Government Comprehensive Spending Review (CSR) and other key budget considerations.

Recommendations:

The Executive is requested to:

(i) note the revised base estimates for 2007/08 and base estimates for 2008/09;

(ii) note the updated MTFP Projections to 2010/11 

(iii) note the key issues which are unresolved and which will be considered further in the budget cycle; and

(iv) note the current projected deficit to be funded over the next three year period based upon the current budget provisions.
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 7280
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28 November 2007

REVENUE BASE ESTIMATES AND UPDATED MEDIUM TERM FINANCIAL PLAN

PROJECTIONS 2008/09 TO 2010/11

1. INTRODUCTION

1.1. This report considers the revised base estimates for 2007/08 together with the estimates for 2008/09 and updated projections to 2010/11. The report also sets out any known revisions to the Medium Term Financial Plan (MTFP) projections although it should be noted that there are a large number of significant issues affecting the projections that will not be known for some time.


1.2. The base estimates have been prepared in accordance with the guiding principles for the formulation of the budget over the next three year planning period as set out in the following Policy documents that were approved by Council on 17 July 2007:


· Medium Term Financial Plan and Charging Policy (Report CORP18/07 (amended))

· Capital Strategy  (Report CORP20/07 (amended))

· Asset Management Plan (Report DS49/07)

1.3. As stated above, Members should note that there are a number of significant factors affecting the budget that are currently unresolved. In particular the following are key to the budget process and details on these are considered further in the report:

· Outcome of Job Evaluation project.

· Government Finance Settlement - RSG and NNDR 

· Specific Government Grant allocations including LABGI, Housing & Planning Delivery Grant and Concessionary Fares Funding

· Triennial Revaluation of the Pension Fund

1.4. It should also be noted that any new spending pressures and new savings identified during the course of this budget process are detailed within reports CORP61/07 and CORP 62/07 considered elsewhere on the agenda. The potential impact of these proposals is not reflected within this report, as there are a number of options for member consideration.

2. SUMMARY OF BASE BUDGET ESTIMATES

2.1. The base estimates are calculated on the assumption that core services will continue at approved levels incorporating decisions agreed by Council as part of the previous year’s budget process and including all subsequent decisions made by Council. 

2.2. In particular the MTFP sets out the policy on price inflation and in accordance with this policy, many general expenditure budgets have been frozen at 2007/08 levels. The freeze is equivalent to a saving of £109,000. Once approved, the base budgets are cash limited at these amounts which means that budget holders must operate within the approved budgets and no contingencies are held centrally for unexpected fluctuations in demand or supply levels.

2.3. Work is being carried out to assess whether the broad assumptions in the MTFP are correct now that the detailed core estimates for 2008/09 have been prepared.

2.4. The table below sets out the base level General Fund requirement for 2007/08 and 2008/09 with projections to 2010/11: 


Table 1 – Base Budget Summary


2007/08

Original

£000
2007/08

Revised

£000
2008/09

Original

£000
2009/10

Projection

£000
2010/11

Projection

£000

Net Base Budget 
16,685
19,032
18,320
18,642
18,948

Parish Precepts (PP)
390
390
400
410
420

Total
17,075
19,422
18,720
19,052
19,368

Original MTFP projections

17,075
18,585
18,918
19,359

Variance 

2,347
135
134
9

Analysis of Variance:






Recurring 

· Salary review

· CLL Contract fee

14

(5)
14

(5)
14

(5)
14

(5)

Non-recurring

· Carry Forward 06/07 

· Tesco and Local Plan Inquiry

· LABGI (revisions)

· LABGI (additional

     06/07)

· Capacity Building 

      (re- profiling)

1,317

290

888

(143)

(14)
124

0

0

0

2
113

0

0

0

12
0

0

0

0

0

Total variance

2,347
135
134
9

2.5. Appendix A details the movements between the original and revised budgets for the 2007/08 base budget requirement.  Members will be aware from the Charges Review reports considered elsewhere on this agenda that a number of income streams are below projected levels in the current financial year. Where possible savings will be found from within existing budget to offset this shortfall and the Senior Management Team are currently considering options including freezing non essential spending in order to remain within the approved budget allocated for 2007/08. 

2.6. Appendix B details the movements between the Original Budget for 2007/08 and the Original Budget for 2008/09 incorporating all decisions made by the Council to date. 

3. UPDATED MTFP PROJECTIONS 

3.1 The recurring budget deficit projections as currently forecast in the MTFP are summarised below:  

2008/09

£1,169,000

2009/10

£1,724,000

2010/11

£2,120,000

3.2 Other than the minor changes detailed at Table 1 there have been are no major revisions to the forecasts at this stage. The base estimates have been confirmed and the significant areas which will affect the projections (see paragraph 4) are still not known at this stage. Given these two facts, the projections have not been revised.

3.3 It should also be noted that the potential shortfall projected above does not include the impact of any of the new Savings and Spending Pressures being considered elsewhere on the agenda. The Executive will be asked to consider the issues in those reports and any subsequent reports issued in December and make proposals on the savings, new spending pressures and use of reserves as set out in the reports in order to issue a draft budget for consultation purposes.

3.4 The recurring budget shortfall identified above includes the estimated amount required to implement the Job Evaluation exercise from April 2007 i.e. £1m.  The Job Evaluation process is running behind the project plan and costs of this exercise are not likely to be known until the summer of 2008.

4. OUTSTANDING KEY ISSUES

4.1. Revenue Support Grant (RSG) and National Non Domestic Rates (NNDR)

The figures incorporated into this report are based on a continuation of the 2007/08 Local Government Finance Settlement announced by the Secretary of State in December 2006 i.e. no cash increase has currently been assumed for the period of this financial plan. The recent CSR07 announcement projected that the amount of government support to be provided to local authorities would rise overall by 1% above inflation for each of the three years 2008/09 - 2010/11. However, given that some local services, particularly Education, have been given larger increases than this, then it is likely that others will receive below average increases or no increases at all. This is likely to fall principally on the Highways and EPCS blocks, i.e. the groups where the Council’s grant entitlement is derived from. It is possible that the grant floor system, which gives authorities a minimum grant increase year-on-year will come into play, but we are unlikely to have any indication on the likely cash value of our RSG and NNDR entitlement until the announcement of allocations in December 2007 (now anticipated on 6th). It is currently considered that we have planned for the worst case scenario in terms of government grant allocation. 

Recent announcements regarding the 2007 Comprehensive Spending Review from the Department of Communities and Local Government will however result in some increase because the RSG will now incorporate the following specific grants: 

· Funding for out of hours receipt of stray dogs. This function has transferred from the Police and is worth £4m nationally. 

· Funding formally provided through the Waste Performance and Efficiency Grant (WPEG). 

4.2. Local Authority Business Growth Incentive Scheme (LABGI)

The 2007/08 budget assumes receipt of £500,000 from this source in the year. However this has still to be verified and it is unlikely that the final LABGI allocation will be known until late January 2008. An additional £143,000 has also been received this year in relation to 2006/07 to supplement this receipt. The CSR07 announcement stated that this scheme would be phased out by March 2008 and a new scheme introduced on a transitional basis over two years from 2009/10. Therefore there is no LABGI grant due to the Council in 2008/09. Additionally, the level of resources to be included in the new scheme would be much reduced - down to £50m nationally in 2009/10 and £100m in 2010/11 from around £316m in 2006/07. The new scheme will therefore provide funding at just 16% of existing levels. The method of distribution of grant under the new scheme is also unclear. Therefore, until more guidance is received on how this will be done in practice, no forecasts on the likely grant to be received from this scheme have been included in the budget assumptions for financial years 2009/10 and 2010/11.

4.3. Concessionary Travel

The government has extended the concessionary travel scheme from 1 April 2008. To compensate for the additional costs falling on local authorities and passenger transport executives, the government will provide additional grant funding totalling £212m nationally. The Council’s share is not known and will depend upon which distribution method is agreed following consultation with local authorities. 

4.4. Triennial Pensions Valuation

The results of this exercise are expected during December 2007. There is no indication as yet as to what the anticipated increase will be, however each 1% increase in employer’s contributions will cost the authority in the region of  £300,000.

4.5. Resource Assumptions

Contributions from balances include all approvals to date, but make no assumptions on further contributions from balances to support the budget from 2008/09 onwards. 
The resources projections assume:

· A nil increase in Government Grant increase for 2009/10 and 2010/11. This is consistent with MTFP projections but will be updated when the three-year settlement figures are released in December 2007.

· An illustrative 3.5% increase in Council Tax increase for 2008/09 to 2010/11.

· A  Council Tax Surplus of  £11,000 p.a. The actual for 2008/09 will be available in January. 

· An assumed taxbase of 33,988.01. The final taxbase for 2008/09 will not be available until January.

· Parish Precepts are currently being collated but the estimate for 2008/09 is for a total of £400,000 (which assumes an increase of 2.5% on the 2007/08 figure). The actual Parish requirement for each Parish will be reported to the Executive in December

For information, broadly: 

· Each 1% (£1.77) movement in Council Tax impacts on the Council by £62,000 

· Each 1% movement in RSG/NNDR grant will impact by £101,000.

· Each £34,000 increase or decrease in expenditure impacts on the Council Tax 
requirement by £1.

5. NEW SPENDING PRESSURES 

5.1. In addition to the projected deficit set out in the MTFP, the recent monitoring work has revealed that there are further pressures facing the Council. These, and other pressures, are set out elsewhere on this agenda (see report CORP61/07).  Any pressures approved during this budget cycle will need to be addressed in accordance with the savings strategy.
6. SAVINGS AND ADDITIONAL INCOME PROPOSALS 

6.1 The savings and additional income proposals to be considered, as part of this report are presented elsewhere on this agenda (see report CORP62/07).

6.2 In considering these savings, Members need to bear in mind the original revenue deficit as set out in paragraph 3, the pressures identified in CORP61/07 and the other significant factors affecting the budget that are currently unresolved which are key to the budget process as set out in paragraph 4.

7. PROJECTED IMPACT ON REVENUE RESERVES

7.1. The Council’s overall levels of reserves are set out in Appendix C and have been adjusted following the finalisation of the 2006/07 accounts and reflect all decisions made by Council to date
7.2. The general principles on each of the Reserves are set out in the MTFP.  In terms of meeting ongoing revenue expenditure, the general guiding principle which Council approved is that:

‘Wherever possible, reserves should not be used to fund recurring expenditure, but that where it is, this should be made explicit, and steps taken to address the situation in the following years’. 
7.3 The Projects Reserve has been used as a first call for the current projected revenue budget deficit (excluding any new pressures identified at this stage).  The main potential call on this reserve over the next three-year period is in relation to the potential impact of the Job Evaluation process for which work is underway to identify offsetting savings. The current movement of the reserve is as follows: 

Balance as at:
Projected

Balance

£000
Recurring

Revenue

Requirement

£000
Non recurring Revenue

Requirement

£000
Updated

MTFP

Requirement

£000

31/03/07
(6,641)
927
(364)
2,287

31/03/08
(3,791)
1,169
667
135

31/03/09
(1,820)
1,724
199
134

31/03/10
237
2,120
0
9

31/03/11
2,366




8. SUMMARY FINANCIAL OUTLOOK AND BUDGET DISCIPLINE 2008/09 to 2010/11

8.1. The current budget projections for the next three-year period are challenging and indicate that substantial savings will be required to enable the Council to contain its ongoing commitments within available resources.


8.2. Notification of Government general and specific grants i.e. RSG, NNDR, Housing and Planning Delivery Grant, LABGI, Concessionary Fares funding etc is received on an individual basis late in the budget process. This makes forward financial planning more difficult. At the moment the overall projections of funding from Government are considered to be prudent, however we will not have confirmation on this until December or January. 

8.3. In terms of expenditure pressures, there are two significant issues affecting the budget which are not as yet known. These are the Triennial Pensions revaluation and Job Evaluation. The results of the pension revaluation will be known in December and will be incorporated into the next projections for Members’ consideration.  The Job Evaluation exercise is not anticipated to be completed until summer 2008 and therefore we will continue to plan on current projections, which still appear prudent.


8.4. The City Council needs to establish as part of its budgetary process the financial discipline to be followed by member and officers in the ensuing financial years, and the Executive will make recommendations in this respect.


8.5. Under section 25 of the Local Government Act 2003 the Director of Corporate Services is required to prepare a statutory report which considers the robustness of the estimates and the adequacy of reserves and which determines levels of borrowing.  A full report will be prepared and included within the Executive’s draft budget proposals for consultation purposes.  At this stage it should be noted that the current revenue deficit requires substantial savings to be identified to meet the ongoing projected shortfall when the Job Evaluation process happens as predicted. 

9. EFFICIENCY AGENDA

9.1 The CSR07 announcement included ambitious efficiency targets for local government totalling £4.9billion over the next three-year period 2008/09 - 2010/11. Targets have not been set for individual local authorities but is expected that cashable efficiencies equivalent to 3% p.a. of the Council’s net budget requirement will need to be found, approximately £500,000 in 2008/09, rising to £1.5 - £1.6 million per annum by 2010/11.  Performance in delivering efficiencies has been incorporated into the new set of performance indicators against which the Council’s Use of Resources assessment will be judged.  There is £150m funding being provided to the Regional Improvement and Efficiency Programme from Central Government to support the achievement of the Efficiency Delivery Plan.  A new improvement and efficiency strategy is being published later this year that will set out how wider improvement and efficiency resources can be best used.

10. CONSULTATION

10.1. The Corporate Resources Overview and Scrutiny Committee will consider this report on 6 December 2007, and their views fed back to the Executive on 10 December. The draft budget proposals will then be issued by the Executive on 17 December, and will be subject to wider internal and public consultation.


11. RECOMMENDATIONS

The Executive is requested to:

(i)
note the revised base estimates for 2007/08 and base estimates for 2008/09;

(ii)
note the updated MTFP Projections to 2010/11 

(iii) note the key issues which are unresolved and which will be considered further in the budget cycle, and 

(iv) note the current projected deficit to be funded over the next three year period based upon the current budget provisions.

12.  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 on new spending pressures and new savings considered elsewhere on the agenda.

· Financial – Included within the report.

· Legal – Not applicable.

· Corporate – SMT and SPG have been involved in the compilation of the estimates.

· Risk Management – There is an increasing reliance on income generation and grant funding within the base estimates, which is subject to fluctuations as demand levels rise and fall. This will be closely monitored through the budget monitoring process. There is also a risk that by not increasing the 2007/08 base estimates for the reductions in income identified that budgets for 2007/08 may result in an overspend for 2007/08 although again this will be monitored carefully to attempt to contain budgets within the existing base. The financial implications arising from the Job Evaluation process and the CSR2007 will also need to be carefully monitored.

· Equality Issues – Not applicable.

· Environmental – Not applicable.

· Crime and Disorder – Not applicable.

ANGELA BROWN

Director of Corporate Services

Contact Officer:
Alison Taylor





Ext:
7280

APPENDIX A

MOVEMENTS BETWEEN ORIGINAL & REVISED BUDGETS 2007/08



£

£

Original Estimate 2007/08

16,684,800

Recurring impact:

- Salary Review
- CLL Contract fee reduction
Non-recurring impact:

Non-Recurring Supplementary Estimates:

- Tesco & Local Plan Inquiry

- Carry forward requests from 2006/07


LABGI

- Revision to 2007/08 allocation

- Additional allocation for 2006/07 received

Capacity Building (budget re-profiling)


888,000

(143,000)


14,000

(5,000)

290,000

1,316,700

745,000

(14,000)



Revised estimate 2007/08

19,031,500

APPENDIX B

MOVEMENTS BETWEEN ORIGINAL BUDGET 2007/08 & ORIGINAL BUDGET 2008/09



£
£

Original Estimate 2007/08

16,684,800

Impact of 2007/08-budget process:

- Ongoing impact of additional Savings identified

- Impact of additional Spending proposals identified

- Adjustment re LABGI

- Impact of recurring spending pressures:

- Concessionary Fares

- Equality & Diversity

- Benefit Grants reductions

- Non-recurring commitments adjustments:
Expenditure reductions :

- Pirelli Rally

- Pop2thePark

- Capacity building/ACE/Joint Working/WDP

- Financial Service staffing costs

- Waste Minimisation

- Rape Crisis Centre


- Sports & Physical Activity Alliance

- Single Status/Job Evaluation

- Rural Support

- CHA Regeneration

- Pay and Workforce Strategy

- Planning Standards Authority

- Sports Development


50,000

(3,000)

10,000

(3,000)

(15,000)

(10,000)

(50,000)

(69,000)

(20,000)

(50,000)

(35,000)

(15,000)

(40,000)

(55,000)

5,000

(85,000)

(288,000)

16,000

1,388,000

57,000

(442,000)

 



Recurring impact:

- Inflation:

- All costs (including pay award)

- Other recurring schemes


- Supplementary Estimates

- Salary Review

- CLL Contract fee reduction



485,000

284,000

14,000

(5,000)





Non-recurring impact:

Supplementary estimate

- Carry forward from 2006/07

Capacity Building (budget re-profiling)



124,200

2,000

Original Estimate 2008/09




18,320,000

APPENDIX C

COUNCIL RESERVES

Council Reserves

Actual

31/03/07

£000
Revised

31/03/08£000
Projected

31/03/09

£000
Projected

31/03/10

£000
Projected

31/03/11

£000

Revenue Reserves







General Fund Reserve

(3,800)
(3,800)
(3,800)
(3,800)
(3,800)

Projects Reserve
(i)
(6,641)
(3,791)
(1,820)
237
2,366

Collection Fund

6





Residents Parking

14





Building Control

30





Routledge Reserve

(75)





Sheepmount Reserve

(150)





Conservation Fund

(191)





LSVT Warranties

(488)





Total Revenue Reserves

(11,295)
(7,591)
(5,620)
(3,563)
(1,434)









Capital Reserves







Renewals Reserve
(ii)
(1,681)
(1,098)
(976)
(611)
(246)

Usable Capital Receipts

(10,460)
(9,708)
(8,523)
(9,327)
(10,520)

Asset Disposal Reserve

(2,060)
(2,000)
(2,000)
(2,000)
(2,000)

Lanes Capital Reserve

(266)
(281)
(296)
(311)
(326)

Total Capital Reserves

(14,467)
(13,087)
(11,795)
(12,249)
(13,092)









Total available Council Balances

(15,302)
(20,678)
(17,415)
(15,812)
(14,526)

Other Reserves
(iii)
(93,910)





Total Reserves

(119,672)





(i) refer to paragraph 7.1 for further details,

(ii) This level and usage of the Renewals reserve is subject to an options review considered elsewhere on the agenda. The table above includes the current MTFP projections and will be amended once a final decision is made on the future of the reserve.

(iii) These reserves are of a technical nature and are not cash backed. They are not available either to fund expenditure or to meet future commitments.

1


