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	FOREWARD
	1. Revenue Budget 2008/09
	1.1. The Medium Term Plan sets out the financial strategy for the Council, identifying cost pressures, potential use of reserves and a range of assumptions. Historically the two most difficult areas to forecast are government funding and council tax levels. However, the government has announced a three year grant settlement as part of the Comprehensive Spending Review 2007.The financial planning has assumed a council tax increase of 3%, on the assumption that savings of £824,000 were delivered, more if any service growth was to be accommodated.  This is the first budget for the new administration, and reflects the new corporate priorities. The budget has been developed with some uncertainty over an emerging new senior management structure and Local Government Review.
	1.2. Included in the medium term plan and the General Fund revenue budget for FY 2008/09 are a number of assumptions which were approved by Cabinet at its July meeting and are repeated here:
	1.3. The grant settlement for FY 2008/09 is the first year of the three year settlement recently. This settlement is in line with the assumptions made earlier in the budgeting process.
	2007/08
	£ million
	2008/09
	£ million
	2009/10
	£ million
	2010/11
	£ million
	Revenue Support Grant
	1.134 (14.4%)
	0.989 (12.2%)
	Not announced seperately
	Not announced seperately
	Redistributed National Non-Domestic Business Rates
	6.759 (85.6%)
	7.109 (87.8%)
	Not announced seperately
	Not announced seperately
	Total
	7.893
	8.098
	8.244
	8.400
	1.4. The Council receives a number of other grants, described below:
	1.5. The projected taxbase for FY 2008/09 is 43,950, with officers confident that the actual taxbase will match or exceed this. An assumption that this tax base will increase by 1% per year for the duration of the current Medium Term plan will assist in setting the FY 2009/10 and future years revenue budgets.
	1.6. The changes proposed to the base budget described above are summarised as follows:
	£’000
	Base Budget 2007/08
	13,591
	Pay award 
	287
	Inflation 
	143
	Employers’ pension contribution 
	145
	Additional Interest Receivable 
	(150)
	Additional Housing Benefit Grant 
	(205)
	Financial Services – increase resources
	110
	Street Cleaning Service 
	30
	Concessionary Fares 
	100
	Contribution to LAMP Reserve 
	150
	Refuse Service Review 
	(50)
	Efficiency Savings and Additional Income 
	(414)
	Collection Fund Surplus 
	(51)
	Housing Grant 
	(89)
	Senior Management Review 
	91
	Growth bids recommended by Cabinet - on-going 
	264
	Growth bids recommended by Cabinet - one off 
	502
	Other 
	58
	Base Budget 2008/09
	14,512
	Use of Revenue Reserves to fund non-recurring items
	(809)
	Revenue Support Grant and Redistributed Business Rates
	(8,098)
	Amount to be Financed From Council Tax
	5,605
	1.7. Heads of Service have submitted growth bids which have been scrutinised by Management Team and informally by Cabinet. Those bids recommended for addition to the budgets, either as on-going items and included in the base budget in the medium term plan to be funded from council tax, or one-off items which should be funded from revenue reserves.  The following two tables show these items:
	1.8. Adding these two tables together shows that growth of £1.073 million is being incorporated into the FY 2008/09 revenue budget. However, this is not creating unaffordable future years cost pressures as the commitment will reduce to £0.571 million in FY 2009/10, and £0.264 million in FY 2010/11.
	1.9. The budget has been developed on the new Council themes. For this reason, comparisons with previous years should be made with caution as officers have not spent a significant amount of time in restating previous years budgets on these new themes.
	1.10. The budget has been developed on the new Senior Management structure. This has meant that although we have been clear where teams will sit in the new structure, issues such as recharges will based on previous estimates of which front-line services are consuming which support service costs. Until the Senior Management restructuring settles down, any projections on how much support service each new Directorate will consume is broad brush.
	1.11. There are no new major projects created as part of this budget which would have any significant additional resource implications. There remain a number of corporate projects which will be delivered within the reduced capacity that the senior management restructuring will bring, but there is sufficient funding to support existing projects continuing into FY2008/09. There is the possibility that the new Corporate Plan will identify new projects or new resource pressures, but this will have to be considered and resources prioritised at that time.

	2. Reserves
	2.1. The revenue budget has no requirement to draw on the General Revenue Reserve to support ongoing expenditure. Reserves are generated due to one-off underspends or additional income generation, and it is prudent to use such monies for one-off costs. Due to the significant increase in one-off income during FY 2007/08 (mainly as a result of higher than anticipated interest rates and service underspends and income generation), the Council’s reserves are healthy. 
	2.2. The forecast balance on the General Revenue Reserve as at 31 March 2009 is £1.523 million, with a further commitment to use £467,000 in FY 20009/10 to finance one-off costs, principally the Local Government review team costs. On the assumption that one-off income could be achieved in FY 2008/09, the level of the General Revenue Reserve is prudent:

	3. Council Tax
	3.1. Dividing the Council Tax Requirement shown above of £5.605 million by the Council Tax base of 43,950 results in a council tax for a Band D property of £127.52. This compares to a council tax of £127.52 in 2007/08, representing a frozen level of council tax.  This compares to the council tax increase in FY 2007/08 of 2.90%.
	3.2. The level of council tax increase by the County Council has been confirmed at 3.75% and that of the Police Authority at 8.3%.  
	3.3. The Local Government Act 2003 places two specific requirements on an authority’s section 151 officer in determining the councils budget and council tax. Firstly, under section 25, the section 151 officer must advise on the robustness of the estimates included in the budget. The advice given to the Council on these issues is that the estimates have been produced on a prudent basis, with an emphasis on identifying existing cost pressures that the Council faces. There are two potential risks in the robustness of the estimates. Firstly, that with the Senior Management restructuring yet to be finalised, budgets have been established based on a number of assumptions about how services will be delivered in FY 2008/09. As the new Directors are not in post, it has not been possible to review the new Directorates to ensure that resources are adequate. There is no expectation that the Senior Management restructuring should increase costs, so it has been assumed that all changes made by Directors during FY 2008/09 are self-funding. Secondly, there has been a significant drive to increase income opportunities across a number of services (Leisure, Waste, Car parks). There is always a risk in setting more challenging income targets that officers are unable to meet them, and as such officers will pay close attention to income levels throughout the year. It will be necessary to adjust expenditure levels should these income targets not be delivered.
	3.4. The Council must ensure prudence in estimating the return on investment from the capital receipt generated through the LSVT process, and that any additional short-term interest earned should be used for short-term expenditure i.e. should higher interest rates be used to generate additional income to fund recurring expenditure, a fall in interest rates would require a reduction in recurring expenditure (e.g. staff) and/or council tax increases. The base budget assumes interest is earned at 4.75%. Rates are forecast to exceed this and unless there is a collapse in interest rates (which is possible but highly unlikely) the budget assumption poses only a very low risk.
	3.5. The uncertainty over Local Government Review can discourage effective long term financial planning and prudence. The key messages in this budget- limiting ongoing service growth, increasing reserves- supports this Council’s long term financial planning.
	3.6. The section 151 officer is also required to report on the adequacy of reserves. At headline figures the level of reserves are significantly higher than in previous years. The fact that the Council continues to manage its budget without recourse to using reserves to support ongoing expenditure means that if difficult times do lay ahead, there are reserves to smooth out any transition to a lower cost base.

	4. Parish Precepts
	4.1. The average Band D parish council tax is £50.38 an increase of 8.55% over the 2007/08 average level of £46.41.  South Norfolk Council has no influence over the level of these precepts.

	5. Housing Revenue Account
	5.1. Although the Council no longer manages it’s own housing stock, the Housing Revenue Account remains in operation.  Most authorities seek closure soon after transfer has occurred.  However, in our case, there are outstanding debt premia of £305,016 as at 31st March 2008, which will be charged to the Housing Revenue Account and be fully funded under existing housing subsidy arrangements over the next 6 years.

	6. Capital Programme 2008/09 to 2010/11
	6.1. The schemes can be analysed as follows:

	7. Financing the Capital Programme
	7.1. The Prudential Code has brought about more freedoms for Councils in determining how to finance their capital programme.  In the past Councils have been given a limit on the amount they can borrow to finance their capital programmes, this regime no longer exists.  Instead Council’s determine how much they want to borrow and set their own limits, as long as they are affordable and prudent, thus clearly linking the financing of capital with the Treasury Management Strategy and the preparation of revenue budgets. The proposed financing of the capital programme is shown at Appendix B. This shows that over the three year period FY 2008/09 to 2010/11 the capital programme is fully funded.
	7.2. The Council can finance its capital programme from various sources as outlined below:

	8. Treasury Management Strategy
	8.1. The Prudential Code for Capital Finance in Local Authorities (the Code) became effective from 1 April 2004.  This is a professional Code that sets out a framework for self-regulation of capital spending, in effect allowing councils to invest in capital projects without any limit as long as they are affordable, prudent and sustainable.  Due to the diseconomies arising from the LSVT process it has proved necessary to retain the receipt as part of the Council’s Investment Strategy to earn interest to the benefit of the General Fund and thus the council tax level. The Treasury Management Strategy continues to assume that this is the case, until affordability and prudence enables an alternative strategy to be pursued.  
	8.2. Members’ involvement through the process is essential in order that the Council can demonstrate that capital expenditure plans are affordable, financing plans are prudent and sustainable and that treasury decisions are taken in accordance with good practice.  In this respect, during 2007/08 members received quarterly reports on revenue and capital budget monitoring and Treasury Management Strategy, so that when decisions were taken the impacts across all of these issues could be understood.

	9. Borrowing to Fund Capital Expenditure (Prudential Indicators.)
	9.1. The Council’s capital expenditure plans are summarised below and this forms the first of the prudential indicators.  This expenditure can be paid for immediately (by resources such as capital receipts, capital grants etc.), but if these resources are insufficient any residual expenditure will form a borrowing need.  
	9.2. A certain level of capital expenditure will be grant supported by the Government; anything above this level will be unsupported and will need to be paid for from the Council’s own resources.  The Government retains an option to control either the total of all councils’ plans, or those of a specific council, although no control has yet been required.

	10. Investment Strategy 2008/09 to 20010/11
	10.1. The Councils Investment Strategy has been to make long term investments (in periods up to 3 years) when interest rates are high. In the cycle of interest rates falling, the Council has made short term investments. The Council invested a large proportion of its cash in 2004 when the LSVT capital monies were received. Interest rates in 2005 and 2006 were generally lower, and so long term investments were kept to a minimum, pending the peak in the cycle of interest rates. Officers predicted, along with the financial markets and Butlers, that the peak would occur in FY2007/08. Officers therefore invested £10 million for two to three year periods during FY 2007/08. These investments will mature during 2009 and 2010.
	10.2. The financial markets are now entering into a downward trend in interest rates, and so the Investment Strategy for FY2008/09 will move back to cautious, shorter  term investments. Expectations on shorter-term interest rates, on which investment decisions are based, show a likelihood of the current 5.5% Bank Rate being the peak with the next fall in early 2008.  The Council’s investment decisions are based on comparisons between the rises priced into market rates against the Council’s and advisers own forecasts.   It is likely that investment decisions will be made for longer periods with fixed investments rates to lock in good value and security of return if opportunities arise, subject to over riding credit counterparty security.  The Head of Finance and Property Services, under delegated powers, will undertake the most appropriate form of investments depending on the prevailing interest rates at the time, taking into account the risks shown in the forecast above.  The Head of Finance and Property Services will place long term investments should an opportunity arise at interest rates in excess of 5%. This will attempt to minimise the risk that the maturity profile is not evenly spread.
	10.3. The FY 2008/09 budget assumes the following levels of investment interest:
	£
	Base Budget FY 2007/08
	1,153,650
	Increase in Base Budget per Budget Report to reflect higher cash balances
	145,350
	Base Budget FY 2008/09
	1,299,000

	11. The Future
	11.1. The Council prepares a 3 year Medium Term Plan (MTP) as outlined in earlier in this forward.  However, in addition to this the authority faces the uncertain prospect of Local Government Re-organisation (LGR) and the challenges that this may bring.
	11.2. A budget for work leading up to the Boundary Commission recommendation to the Secretary of State is included in the MTP, but it is likely there will be costs both financial and non-financial in implementing the recommendations of the Commission and the Secretary of State.  
	11.3. During this interim period, the Council will still need to operate as normal and will face cost pressures throughout this period, as well as needing to continue to meet the efficiency targets that it has set.

	12. Conclusion
	12.1. I have thoroughly enjoyed pulling this budget together and thanks must go in particular to the Management Accountants and all departments who have contributed to producing this budget, which has culminated in a zero percent increase in Council Tax.
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