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1
PURPOSE

1.1
To update the Council’s 3 year budget forecast.

2
BACKGROUND

2.1
Each year at this time we update and roll forward the Council’s 3 year budget forecast.  This gives an early indication of any potential budgetary problems and allows us to amend our Medium Term Financial Strategy accordingly.

3
EXISTING FORECAST

3.1
The existing forecast from last year is shown below.  This is after adjusting for the agreed 2007/08 budget set by Council in March 2007.

	 
	2007/08
	 
	2008/09
	 
	2009/10
	

	 
	£
	 
	£
	 
	£
	

	Net Expenditure
	7,213,260
	 
	7,462,000
	 
	7,723,000
	

	Interest Receipts
	-320,000
	 
	-280,000
	 
	-250,000
	

	Reserves
	-24,270
	 
	-24,270
	 
	-24,270
	

	Use of Balances and Reserves
	-270,485
	 
	-300,950
	 
	-324,859
	

	Budget Requirement
	6,598,505
	 
	6,856,780
	 
	7,123,871
	

	Govt Funding
	3,714,140
	
	3,806,994
	
	3,902,168
	

	Collection Fund Surplus
	27,235
	 
	30,000
	 
	30,000
	

	Precept
	2,857,130
	
	3,019,787
	
	3,191,703
	

	Tax Base
	22,208
	
	22,355
	
	22,502
	

	Band D Council tax
	128.65
	
	135.09
	5%
	141.84
	5%


Effect of above on general fund balances


	General Fund 
	2007/08
	 
	2008/09
	 
	2009/10

	Balances
	£
	 
	£
	 
	£

	 Brought Forward
	1,325,967
	
	1,055,482
	
	754,533

	 Used
	-270,485
	
	-300,950
	
	-324,859

	 Carried Forward
	1,055,482
	
	754,532
	
	429,674


The minimum level of General Fund Balances agreed previously in the Medium Term Financial Strategy is £700,00. 

4
LATEST FORECAST

4.1 An updated forecast with the known changes and the latest assumptions is shown below.  I have also included an estimate for 2010/11.

	 
	2007/08
	2008/09
	 
	2009/10
	 
	2010/11
	

	 
	£
	£
	 
	£
	 
	£
	

	Net Expenditure
	7,213,000
	7,701,000
	
	8,021,000
	
	8,325,000
	

	Interest Receipts
	-350,000
	-325,000
	
	-300,000
	
	-275,000
	

	Reserves
	-24,270
	-24,270
	
	-24,270
	
	-24,270
	

	Use of Balances and Reserves
	-240,225
	-587,535
	
	-737,696
	
	-877,807
	

	Budget Requirement
	6,598,505
	6,764,195
	
	6,959,034
	
	7,147,923
	

	Govt Funding
	3,714,140
	3,806,994
	2½ %
	3,902,168
	2½ %
	3,999,723
	

	Collection Fund Surplus
	27,235
	14,000
	
	25,000
	
	25,000
	

	Precept
	2,857,130
	2,943,128
	
	3,031,865
	
	3,123,200
	

	Tax Base
	22,208
	22,319
	0.5%
	22,431
	0.5%
	22,543
	

	Band D Council Tax
	128.65
	131.87
	2.5%
	135.17
	2.5%
	138.55
	2.5%



Effect of above on general fund balances.

	
General Fund 
	2007/08
	2008/09
	 
	2009/10
	 
	2010/11

	Balances
	£
	£
	 
	£
	 
	£

	Brought Forward
	1,312,579
	1,072,354
	
	484,819
	
	-252,877

	Used
	-240,225
	-587,535
	
	-737,696
	
	-877,807

	Carried Forward
	1,072,354
	484,819
	
	-252,877
	
	-1,130,685


4.2
You can see the position is much worse than last year’s forecast.  The changes between the 2 forecasts are shown below, I will go through these in more detail at the meeting.

	
	2008/09

£ 000
	2009/10

£ 000
	2010/11

£ 000

	Additional Costs
	
	
	

	Concessionary Travel 

- Contracted Services
	130
	
	

	Job Evaluation

Incl. allowance for appeals
	75
	
	

	Superannuation (extra 1%)

One off items taken out (net)
	50

(48)
	
	

	
	207
	
	

	Less Income
	
	
	

	Council Tax
	76
	
	

	Business Growth Incentive Scheme
	80
	
	

	
	363
	
	

	Additional interest Receipts
	(45)
	
	

	
	318
	
	

	In 2009/10
	
	
	

	Extra Superannuation 1%
	
	50
	

	Council Tax Income
	
	80
	

	
	
	448
	

	In 2010/11
	
	
	

	Extra Superannuation 1%
	
	
	50

	Council Tax Income
	
	
	80

	
	
	
	578


In total this about £1.34m extra over the next 3 years.  This takes our General Fund balances to a predicted -£1.13m before any action is taken.

4.2 You will see the Council’s latest three-year forecasted budget is only balanced by taking increasing large amounts from reserves.  This is with a 2.5% increase in council tax, which is roughly in line with inflation.

4.3
We need to review the larger items in the forecast and after that, as a minimum, bring in a line for efficiency savings to ensure we comply with our Strategy that balances don’t fall below £700,000.

4.4
Whilst this is only a rough estimate of the overall budget I would expect it to be reasonably accurate for 2008/09.  However, remember this is the base budget and doesn’t include any of the following items.

5 POTENTIAL PROBLEMS/BENEFITS

5.1 As always there are a number of potential problems or items that could benefit the budget, any could have a significant impact on the budget for 2008/09 and beyond.  

The immediate ones are:

i) Housing Stock Transfer

ii) Job Evaluation appeals

iii) Any Three Stream Waste Collection roll out problems

iv) Growth Items from Service Plans

v) Extra costs/savings from Longridge Sports Centre/Gymnasium

vi) Castle Scheme Revenue Costs from 2009 onwards

vii) Comprehensive Spending Review

viii) National Concessionary Travel Scheme

6
MATTERS FOR CONSIDERATION 

6.1
The accountants together with budget holders won’t produce the detailed estimates for Committees until just before Christmas.

6.2 Service Plans are being considered by working groups now and we will be analysing any growth items and any savings that have been identified.

6.3
The larger budget items such as investment interest and capital charges will be calculated shortly.

6.4
So it won’t be until early in the New Year we will be in a position to bring this all together and start to frame the 2008/09 budget.

7 BUDGET WORKING GROUP 17 SEPTEMBER 2007

7.1
The Budget Working Group considered the forecast in detail at their meeting on 17 September and recommended the following:

i) Any growth items must be supported by corresponding savings in the budget.

ii) In addition Officers be asked to find 2½ % overall savings in the base budget.

iii) That the Council should prepare two budgets for Capital and Revenue 

a) As if our Housing Stock is retained

b) As if our Housing Stock is transferred

iv)
The financial implications surrounding changes at Longridge Sports Centre/Gymnasium be calculated as soon as possible and this be reported to Community Committee and Policy and Finance Committee in November.

7.2
The Council’s Medium Term Financial Strategy will be updated to reflect the above and presented to the next meeting of this Committee in November.

8
RECOMMENDED THAT COMMITTEE

8.1
Agree the recommendations of the Budget Working Group concerning the budget.

DIRECTOR OF RESOURCES

PF36-07/MHS/AC

18 SEPTEMBER 2007

DECISION
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