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SPECIAL PROJECTS FUND (PROJECTS RESERVE)
1. BACKGROUND INFORMATION

1.1
The Projects reserve was originally established in 1996/97 in recognition of the requirement to accrue capital resources in support of major capital projects including the Millennium Gateway Project, 14MU, the potential Theatre project and the development of Upperby Park and Hammonds Pond and the development of sports facilities reflecting priorities to be determined from the sports development strategy. The reserve was to be topped up from year-end windfall gains and underspends.

1.2
Following a review of Reserves and Balances held by the Authority in December 2003 (FS33/03) it was agreed that the Reserve be retained to support the Council’s 3-year capital programme or any other major initiatives (including substantial reorganisations). The initial amount in the Reserve was to be the excess amount over and above the target agreed for the General Fund Reserve (currently £3.8m), plus any transfers from other existing reserves as a result of the review. Thereafter, any windfall gains would continue to be used to replenish the Reserve (after allowing for any replenishment, which may be necessary to keep the General Fund Reserve at its target amount). However it was noted that the anticipated windfall gains and underspends were expected to reduce over time as the Council’s base budgeting procedures become tighter. 

1.3
Usage from the Reserve is subject to approval by the Council as part of the budget process wherever possible. However, on those occasions where major schemes or items of expenditure arise outside of the budget process, then these can be considered by the Council on an ad-hoc basis as supplementary estimate requests. This would be subject to the expenditure being in accordance with the Council’s approved objectives and priorities, or being a statutory requirement. As the reserve will be used for both revenue and capital expenditure it was agreed to rename the reserve as Projects Reserve.

1.4 The main call on the Projects reserve, during 1998/99 to 2002/03, relates to specific capital schemes as detailed in paragraph 1.1. 

1.5 The level and usage of all Reserves are reviewed on an annual basis by the Director of Corporate Services, and is contained with the Medium Term Financial Plan (MTFP) which is used to inform the budget-setting process. Members of Corporate Resources Overview and Scrutiny consider the MTFP as part of the budget setting process and their comments feed into the final document produced. 

1.6 The table below shows the transfers to and from the reserve during the year and the year-end balances on Projects Reserve over the last 9 years:


Transfers to the Reserve

£000
Transfers from the Reserve

£000
Other transfers (per FS33/03)

£000
Year-end

Balance

£000

1996/97
(2,430)
0
0
(2,430)

1997/98
(500)
0
0
(2,930)

1998/99
(1,898)
171
0
(4,657)

1999/00
(750)
1,045
0
(4,362)

2000/01
0
1,520
0
(2,842)

2001/02
0
1,620
0
(1,222)

2002/03
0
112
0
(1,110)

2003/04
0
5
(2,451)
(3,556)

2004/05
0
308
0
(3,248)

1.7
The estimated future call on the Reserve as agreed during the 2006/07-budget process is set out in the table below

Estimated Balance as at:
Projected Balance

£000
Other transfers

£000
Note
In Year Revenue Requirement

£000
In Year Capital Requirement

£000

31/03/05 
(3,248)
(3,336)
1
2,085
0

31/03/06 
(4,499)
232
2
947
0

31/03/07
(3,320)
0

1,460
0

31/03/08
(1,860)
0

1,656
0

31/03/09
(204)






(1) From HRA Reserve

(2) To General Fund Reserve
1.8
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. The 2007/08 to 2008/09 budget projections include the requirement to fund the projected revenue shortfall identified in the current budget process. Work will continue in 2006/07 to address this budget shortfall through efficiency savings on a permanent basis.

1.9
Appendix 1 provides a detailed breakdown of all of the Council’s usable reserves from 1999/00 to the present day, with estimated balances for the next three year period as agreed during the 2006/07 budget cycle. 

2. RECOMMENDATIONS

Members are requested to note the report.
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