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1. PURPOSE

The purpose of the report is to:

a. Re-present the Council’s current Medium Term Financial Strategy and to consider whether any amendments are required;

b. Provide a brief outline of the key budget drivers for 2006/07;

c. Provide a high-level budget timetable for the 2006/07 budget process.

2. MEDIUM TERM FINANCIAL STRATEGY (MTFS)

2.1 The Medium Term Financial Strategy (MTFS) was last updated by the Executive Committee at its meeting of 13th October 2005.

2.2 To provide firm direction for the budget process for 2006/07, it is good practice for the Executive to reconsider the current MTFS at this time and re-affirm or amend it. The current MTFS is as follows:

a. Revenue balances should not fall below £1m or 10% of net revenue expenditure (whichever is the higher);
b. In setting the Council Tax, members should consider the medium term to ensure that a sustainable budgetary position is preserved (with due regard being given to any penalties that might apply);

c. The level of household Council Tax to increase each year in line with inflation at least, where the budget is in deficit, to ensure resources remain consistent with budgeted costs;

d. When setting the Capital Programme, consideration is given to allocating capital resources to schemes that are beneficial to the Council’s overall revenue budget position;

e. To maximise the resources available to the Authority, the Council will actively lobby the Government on relevant issues (eg, grant distribution/ planning fees).

2.3 The Executive are requested to consider parts (a) to (e) of the current MTFS and consider whether they wish to make any amendments prior to the start of the 2006/07 budget process.

3. KEY BUDGET DRIVERS (2006/07)

3.1 When Members considered the revenue budget for the current year, a number of key budget drivers were outlined that could have a significant impact upon the financial position of the Council. The drivers were constantly referred to and updated during the budget process to help members concentrate their attention on the areas where their influence could potentially have the most impact.

3.2 The Council is currently in the preliminary stage of budget preparation for the 2006/07 budget. The key drivers that currently exist are outlined in the following table for member’s information. 

	Driver


	Issue
	Current Impact Assessment

	1. Revenue Support Grant
	The Government are currently consulting on the future of the revenue support grant system. Professional experts are predicting a tough financial settlement for 2006/07.
	The Council’s budget model for 06/07 assumed a cash increase in grant of 2.5%. With the uncertainties around the future of the grant level, current thinking revises this figure to between 0% and 1.7%.

	2. Planning Delivery Grant (PDG) / Planning Fees
	PDG is being phased out over the next few years and some of the gap is expected to be filled by increases in statutory planning fee levels. It is difficult to predict with certainty what the financial impact of these two combined items will be.
	The Council is waiting for the Government to release further details of PDG and any proposals on planning fees for 06/07. Current estimates range from +/- £100,000 compared to the Council’s budget model.


	3. Concessionary Travel Scheme
	There is a national requirement to have a free local, off-peak bus fare scheme for the over 60’s and registered disabled in operation from 1st April 2006.  The Government has put aside funds nationally to theoretically pay for this but the actual level of grant to each authority will not be known until the Council receives its grant settlement for 2006/07. 
	This is a potential risk area for the Council and the funding side will not be known until the end of 2005 at the earliest. The Executive will however need to make a decision on how the new scheme will operate at its November meeting. Current estimates suggest that this could be around £100,000 worse than included in the budget model or could be slightly better if we get a good specific grant allocation.

	4. Fees & Charges
	The Council approved the new ‘guiding principles’ for determining fees and charges earlier in 2005. The continued application of these together with the operation of any concession policy will play an important factor in the Council’s future budgetary position.


	It is currently estimated that when the guiding principles are applied to the remaining charging areas and the new medium term parking strategy is implemented that the overall level of income generated will be slightly in excess of that currently included in the Council’s budget model.

	5. Capital Financing Costs
	The financing cost of supporting capital expenditure (through borrowing costs of lost investment income) needs to be considered further as part of the budget process, especially in the light of lower than estimated levels of capital receipts in the year to date.
	The future level of capital financing costs will be determined by the financing requirement of the capital programme and the level of capital receipts that the Council has. The revenue implications of this will need to be considered as part of the budget process to determine what is affordable (and for the setting of Prudential Indicators).


3.3 When the Council set its revenue budget for 2005/06, it recognised that there were a number of uncertainties in relation to the medium term forecast. In setting the budget for 2005/06, the Council approved an increase in the average level of Band D Council Tax of 4.75% and recognised that indicative increases in the region of 6.75%, 6.5%, and 6% may be required in the following three financial years based upon the budget projections and assumptions used at that time.

3.4 Given the information contained in the table at section 3.2, Member’s will appreciate some of the key pressures that the Council’s budget may be subject to. Officers are (and will continue to) assess the potential impact of these key budget drivers and are in discussions with the ODPM, LGA and other bodies to ensure that the Council presses its case for a fair settlement / resolution of issues that will be determined externally (ie, items 1,2 and 3 in the table)

4. BUDGET TIMETABLE (2006/07)

4.1 A high level budget timetable is provided at Appendix 1 for Members information.

4.2 A report will be presented to the December meeting of the Executive seeking approval for the formal budget consultation period.

5. RECOMMENDATIONS

That the Executive:

5.1 Note the key budget drivers outlined in section 3;

5.2 Receives the high-level budget timetable (as outlined in Appendix 1);

5.3 Re-affirm the Medium term Financial Strategy (as outlined in section 2.2)
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