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1.
PURPOSE OF REPORT
The purpose of this report is to provide an update of the draft budget figures for 2005/06 (and to report the main comments that have come from the budget consultation process) to enable the Executive to make final budget proposals to the Council meeting of 28th February 2005.

2. INTRODUCTION
2.1. The Executive considered a report on the initial budget figures at its meeting of 12th January 2005. Members are requested to refer to that report (together with the draft budget booklet that contains the detail of the draft budgets).

2.2. A summary of the main comments that have been made to date during the budget consultation process are shown at Appendix A for members information / consideration.

2.3. The Executive are requested to consider the updated budget figures for each of the council’s main accounts and make final budget recommendations for full Council to consider at its meeting of 28th February 2005.

2.4. In accordance with the Council’s Constitution, although the Executive will be recommending the final budget proposals to the Council, this meeting of the Executive will actually be approving the level of Housing Rents for 2005/06.

3. GENERAL FUND BUDGET (2005/06)
3.1. The General Fund budget model has been further reviewed since the last meeting of the Executive and an updated version of the model is contained at Appendix B. The budget model includes notes that explain the changes that have been made to the figures.

3.2. The report to the previous meeting of the Executive highlighted a number of variables that required further review prior to the Executive making final budget proposals. The following provides an update of the issues previously identified:

Planning Fees - The level of statutory planning fees has been the subject of two consultation documents by the Government. New fee levels are expected to be announced in late February / early march and will be effective from 1st April 2005. Further analysis of the proposals has been carried out and the figure included in the draft 2005/06 budget has been increased by a further £40,000.

Planning Delivery Grant - The announcement of PDG by the Government is likely to take place later in February (no date has yet been announced). The figure included in the draft budget (£450,000) remains the same in the Executive’s final budget proposals.

Fees & Charges - Policy and Improvement Committee considered fees and charges at its meeting of 18th January 2005. The committee endorsed the ‘guiding principles’ that the Executive had referred to them and resolved that by applying the principles the additional income target of £120,000 could be met. 

The guiding principles have been applied to a number of high income generating areas and a summary of this analysis is included at Appendix C for members consideration. It can be seen that the application of the guiding principles for these specific areas can deliver the income target to help maintain a balanced and sustainable budget if members agree to the new fees and charge levels. Over the coming weeks, the principles will be applied to all areas to ensure that the new approach to fees and charges is applied consistently across the council services and P&I will receive a further report on the fees and charges and the application of concessions as soon as possible, this will include consideration of when future changes in the level of fees and charges should take place to help with the issue of phasing in the new arrangements. For the purpose of setting the budget for 2005/06, it is considered that the income target of £120,000 can be met. 

Capital Financing Costs - Based upon the level of the draft capital programme for 2005/06, the Council is likely to enter into external borrowing next year. However, it is likely that such borrowing would not take place until the latter part of 2005/06 and therefore the draft estimate for financing costs has been reduced by £15,000 for the year.

3.3. To assist the Executive in making final budget proposals to the Council, the following issues need to be kept in mind:

a. Medium Term Planning

When recommending a budget for 2005/06, Members have a duty to take into account the medium term. In effect, although a budget and council tax level needs to be set for 2005/06, the implications of such decisions on the following years must be understood and planned for.

b. Where we were 

When the Council set the budget for the current year last February, the indicative forecast of the level of council tax required to maintain a balanced and sustainable budget were increases of 8% (2005/06), 8% (2006/07) and 6% (2007/08).

c. Where we are now

The latest financial forecast in included at Appendix B. The figures included within this model highlight the level of budget gap prior to any increases in Council Tax being considered. For members information, using the model contained in Appendix B, notional increases in the level of Council Tax in the region of 5.75% per annum would be required (using a straight line projection) for the Council to maintain a balanced and sustainable budget.

d. External Risks

i. Future Funding Uncertainty

The previous report to the Executive outlined the issue of uncertainty and risks associated with future levels of government funding. This is of particular relevance when looking at the Council’s medium term position (ie, the years following 2005/06). It is estimated that in future years the Council is likely to receive a tighter financial settlement from the Government, in addition it is estimated that planning delivery grant will be reduced on a phased basis. The budget model included at Appendix B has been based upon prudent assumptions for such issues however they are potentially high-risk areas that require careful tracking over the coming periods. It would be beneficial for the Council to ensure that it keeps its income base from council tax at a level that keeps the exposure to such external risks to a minimum.

ii. Central Government’s Reserve Capping Powers

The Minister for Local and Regional Government, wrote to all local authorities on 8th December 2004. In his letter he stated:

“I am writing to make it clear that we expect all local authorities to budget prudently, and that the average council tax increase in England will be less than 5% next year. We are prepared to take tougher capping action next year than we did in 2004/05 to deal with excessive budgets”

Informal soundings to other local authorities suggest that where Council’s are giving regard to the above, they are generally recommending that increases in the level of Council Tax are kept below 5%. When considering this Council’s budget, members will need to consider whether they wish to specifically react to the comments made by the Minister when recommending what the budget and level of council tax should be for 2005/06, or whether the Council makes its own independent decision based upon its financial forecasts whilst recognising and accepting the risks that would come with such action (ie, the risk of capping and the costs that are associated with that). The advise to members from the Council’s Responsible Finance Officer is that any increase in Council Tax for 2005/06 should be kept below 5%, and that members need to keep in mind that if the Council set an increase that was subject to capping by the Government, that the cost of re-billing and associated cash-flow would be in the region of £80,000.

It should also be noted that the Minister has stated that no decisions will be taken on capping principles until council’s have set their budgets for 2005/06.

4. CAPITAL PROGRAMME (2005/06)
4.1. Included within the draft budget booklet (that the Executive initially considered at its meeting of 12th January 2005) was a list of capital scheme bids for the period 2005 to 2008.

4.2. Portfolio Holders have reviewed the scheme bids further and an informal meeting of the cabinet has taken place to discuss the scheme bids in more detail. As a result of such discussions, a re-worked version of the capital scheme bids is attached at Appendix D (together with supporting notes). 

4.3. Based upon the re-worked analysis at Appendix D, the Authority may need to borrow funds to help finance the programme during 2005/06. The precise level of any borrowing (and its subsequent timing) will depend upon the cash flow position of the council taking into account the actual capital programme spend for both 2004/05 and 2005/06 in addition to the actual level of capital receipts that the Council receives during the period. Provision has been made in the Council’s budget model for the estimated financing cost of possible borrowing that may be required during the year.

4.4. Members will recall that as a consequence of being ‘debt free’ at the end of last financial year, that the Council was able to access transitional funding arrangements from the Government in relation to the phasing-in of the national pooling of housing capital receipts. Estimates at the time suggested that this could benefit the Council by up to £3m during the period 2004 – 2007. The Council has taken external advice on the implications of going back into borrowing during 2005/06 and has been advised that such action would not impact on the Council continuing to have access to the transitional funding arrangements. Although this advice concurs with the view of officers, further advice will be obtained if and when the Council does need to enter into long-term borrowing to ensure that any financial risks to the Council are recognised and considered further (if applicable).

4.5. If the updated list of capital scheme bids (Appendix D) is recommended for approval by the Executive, these will be merged with the updated programme for 2005/06 (contained in the draft budget booklet) for consideration by full Council at its meeting of 28th February 2005.

5.
HOUSING REVENUE ACCOUNT (2005/06)
5.1. In accordance with the Council’s Constitution, although the Executive will be recommending the HRA budget for 2005/06 to full Council for approval, this meeting of the Executive will be formally approving the level of Council housing rents for 2005/06.

5.2. A meeting of the Tenants Forum considered the draft HRA budget and associated rent increase options at its meeting of 14th January 2005. At that meeting, the forum recommended to advise the Executive that the level of average weekly council house rents be increased by 5% for 2005/06. Such an increase will be effective from 4th April 2005 and will result in the average weekly rent increasing by £2.35 to £49.30.

5.3. The summary HRA budget that was previously included in the draft budget booklet has not been subject to any alterations and therefore constitutes the final HRA budget proposal for 2005/06.

6.
RECOMMENDATIONS
The Executive approves:

1. That the level of the average weekly council house rent be increased by 5% to £49.30 for 2005/06 (effective from 4th April 2005).

2. The proposals for Fees & Charges contained in Appendix C.

The Executive recommends to Council:

3. The Revised General Fund Estimates (2004/05) and Draft General Fund Estimates (2005/06) as contained in the draft budget booklet (12th January 2005) amended for the changes identified in this report;

4. The Medium Term Financial Forecast as contained in Appendix B;

5. A preferred level of Council Tax (Band D equivalent) for the financial year 2005/06;

6. The Draft Capital Programme (2005 - 2008) as contained in the draft budget booklet (12th January 2005) amended for the changes identified in this report;

7. The Draft Housing Revenue Account Estimates for 2005/06 as contained in the draft budget booklet (12th January 2005);
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