M E T R O P O L I T A N   B O R O U G H   O F   K N O W S L E Y
To:
The Mayor and Members of the Council

Meeting:
7 March 2007
Ward:
Borough Wide

Portfolio Areas:
All

Non-Key Decision
REPORT OF THE ACTING BOROUGH TREASURER
2007/08 REVENUE BUDGET
1.
PURPOSE OF THE REPORT

1.1
The Council’s Constitution requires the Cabinet to recommend its annual budget proposals to a full meeting of the Council.  This report sets out the recommendations which were proposed by the Cabinet on 21 February 2007.  The full report to the Cabinet is attached as Annex 1 to this report, as this provides the background to the Cabinet’s proposals and can be used by the Council to inform its final decisions.

1.2
This report has direct implications on the accompanying report on the Council Tax Levy for 2007/08, and therefore these two reports should be considered together.
2.
RECOMMENDATIONS

The Council is recommended to:-

2.1
approve the 2007/08 illustrative spending plan, including the proposed Portfolio cash limits and the associated assumptions outlined in section 8 of Annex 1 to the report;

2.2
approve the addition to the proposed Portfolio cash limits of the permanent service investments identified by Portfolio Holders totalling £0.496m as detailed at paragraph 9.1.2 of Annex 1 to the report;

2.3
approve the addition to the proposed Portfolio budgets of the temporary service investments identified by Portfolio Holders totalling £1.748m detailed at paragraph 9.1.3 of Annex 1 to the report, to be fully funded by the allocation of £0.462m of available revenue reserves and £1.286m of Local Public Sector Reward Grant as follows:-

	Portfolio Holder Requests - Revenue Expenditure Items
	£m

	Anti-Social Behaviour Victim Support Officer and Equipment
	0.054

	Domestic Violence Advocate
	0.054

	Choices Project
	0.144

	Emergency Repairs – Leisure Facilities
	0.100

	Youth and Play Rent
	0.046

	
	0.398

	Funded by:
	

	Available Revenue Reserves (Annex1, paragraph 10.6)
	0.398


	Portfolio Holder Requests - Capitalised Expenditure Items
	£m

	Highways Maintenance
	0.250

	Waste/Recycling Collection Investment
	1.100

	
	1.350

	Funded by:
	

	Local Public Sector Reward Grant (Annex1, paragraph 10.9)
	1.286

	Available Revenue Reserves (Annex1, paragraph 10.6)
	0.064

	
	1.350


2.4
approve the addition to the proposed contingencies for inflation and specific items of the temporary corporate budget pressures totalling £2.941m detailed at paragraph 9.2 of Annex 1 to the report, to be fully funded by available revenue reserves as identified in paragraph 10.6 of Annex 1 to the report.

2.5
approve the addition to the proposed contingencies for inflation and specific items of permanent funding of £0.610m to provide additional mainstream resources for the funding of the Neighbourhood Wardens service, as detailed at paragraph 9.2 of Annex 1 to the report;

2.6
approve the list of permanent service savings as detailed at paragraph 10.2 of Annex 1 to the report, therefore making reductions in Portfolio cash limits of £0.051m in total;

2.7
agree that additional efficiencies will be achieved through reductions in the use of external meeting venues and officer meeting hospitality, therefore making further reductions in Portfolio cash limits in 2007/08 of £0.100m;
2.8
agree that additional efficiencies and savings will be achieved through reductions in expenditure on communications, therefore making further reductions in Portfolio cash limits in 2007/08 of £0.500m;
2.9
agree an increase in Council Tax of 4% for 2007/08; and,

2.10
as a result of resolutions (a) to (i) above, agree a Total Net Revenue Expenditure Budget for 2007/08 of £154.474m, and a balanced overall budget position as detailed at Appendix A to this report and summarised in the table below:
	SUMMARY OF PROPOSED REVENUE BUDGET
	2007/08 Total

	
	£m

	
	

	Portfolio Cash Limits
	117.717

	Budgets outside Cash Limits
	12.365

	Levies
	17.923

	Contingencies for Legislative and Demographic Change
	2.639

	Contingencies for Inflation and Unbudgeted Items
	8.519

	Contributions from Reserves
	(4.689)

	Net Council Expenditure
	154.474

	
	

	Council Tax (at increase of 4%)
	(45.879)

	Formula Grant
	(108.595)

	Total Resources
	(154.474)


3.
BACKGROUND

3.1 The Council is asked to consider the Cabinet’s proposals for the 2007/08 Revenue Budget as set out in this report.  In developing these proposals, the Cabinet considered the wider context of:-

•
the Council’s proposed corporate plan for 2007/08;
•
the Budget Strategy and Medium-Term Financial Plan;
•
proposals for the 2007/08 capital programme;
•
the latest forecasts for the 2006/07 budget monitoring position; and
•
scrutiny committee budget consultation.
3.2 The Cabinet’s proposals have been developed based upon the information set out in the report attached at Annex 1.  This included an illustrative spending plan and underlying assumptions on the following revenue budget items:-

· Portfolio Local Service Agreement budget proposals;

· Areas for efficiency and priorities identified by the Scrutiny Committees;

· Portfolio proposals for service efficiencies and service savings;

· Legislative changes – where new statutory responsibilities have been placed on the Council;

· Demographic changes – the effect of population changes in terms of age profile and overall numbers;
· Statutory demand changes – the effect of changes in demand for statutory services where the Council has a duty to supply the service;
· Confirmation of assumptions regarding levies and inflation;
· Confirmation of the final Local Government Finance Settlement; and
· An illustrative Council Tax increase of 2.5%.

3.3 In addition, the report at Annex 1 also sets out details of the following unfunded budget pressures:

· permanent service investments identified by Portfolio Holders totalling £0.496m (as detailed at paragraph 9.1.2 of  the report at Annex 1);
· temporary service investments identified by Portfolio Holders totalling £1.748m (as detailed at paragraph 9.1.3 of the report at Annex1)

· temporary corporate budget pressures totalling £2.941m (as detailed at paragraph 9.2 of the report at Annex 1)

· a further permanent budget pressure of £0.610m to provide additional mainstream resources for the development of the Neighbourhood Warden’s service (as detailed at paragraph 9.2 of the report at Annex 1);
3.4 To assist the Cabinet in its deliberations, the report at Annex 1 also set out a number of potential options for funding these additional pressures, as detailed in section 10 of Annex 1.
3.5 Based upon this information, and the further consideration of Portfolio Holders, the Cabinet has prepared proposals for the Council’s consideration that will enable it to set a balanced budget for 2007/08.  These proposals are set out in the recommendations of this report, and would give rise to the Portfolio Cash Limits as detailed in Appendix A.
4. CONSULTATION WITH SCRUTINY COMMITTEES
4.1 The Council’s Constitution includes arrangements for consultation with Scrutiny Committees during the budget setting process which promote participation by all Members.  The budget for the forthcoming 2007/08 financial year was considered by Scrutiny Committees at their meetings between August and November 2006.
4.2 Each Scrutiny Committee identified potential service efficiencies and service savings, as well as priorities for service improvement. This assisted Portfolio Holders in developing their budget proposals to the Cabinet, and ensured that all of the items discussed by the Scrutiny Committees were considered, prior to the Cabinet’s decisions.
4.3 The outcome of the Cabinet’s consideration of the Scrutiny Committee proposals will be presented to meetings of individual Scrutiny Committees in the coming months.
5.
RESOURCE IMPLICATIONS
5.1
Financial

The body and annex of this report deals wholly with the financial implications, and the proposals are summarised in the recommendations to this report.
5.2
Human
The report has no direct impact on human resources, but decisions on the use of resources will have an impact on services and in turn may affect employees.
5.3
Information Technology
The report has no direct impact on information technology, but decisions on the use of resources could have an impact on the future use of technology within the Council.
5.4 Physical Assets
The report has no direct impact on physical assets, but decisions on how resources are utilised during the year could have an impact on the Council’s assets.
6.
IMPACT ON POPULATION GROUPS

The final decisions on the Council’s budget for 2007/08 and the use of its resources may affect performance and the delivery of services to the public.  The proposals for the level of Council Tax will also have an impact on individual taxpayers in the Borough.

7. RISK ASSESSMENT
7.1 The Council must set a balanced budget and an accompanying Council Tax level for 2007/08 by 11 March 2007.  The Council is therefore asked to agree a 2007/08 Revenue Budget at this meeting in order to ensure that this statutory duty is met.
7.2 In considering an appropriate increase in Council Tax for 2007/08, the Council should take into account the Government’s expectation that such increases should not exceed 5%, and that any increases above this are likely to be subject to capping.  There is a risk that future years’ capping levels may be similarly or even more restrictive.
7.3 The Cabinet’s proposals include funding for additional budget pressures which involve the use of temporary funding and which may not be available in future years.  This funding should be used only to fund temporary budget pressures, or alternatively permanent funding solutions would need to be identified during 2007/08.
7.4 If the service efficiencies and service savings proposed by the Cabinet are not achieved, there is a risk that the actual financial position during 2007/08 will not be balanced at existing service levels.  The accompanying report on the Medium-Term Financial Plan looks in closer detail at future year projections.
7.5 The accompanying report from the Acting Executive Director of Corporate Resources on the robustness of the budget proposals and the adequacy of the Council’s financial reserves provides a more detailed commentary on the risks associated with the 2007/08 budget proposals.

8.
COMMUNICATIONS ISSUES

8.1 The Cabinet has asked the Council to consider its budget proposals at this meeting, and to set the 2007/08 Council Tax.  Subject to the Council’s decision, the resulting Council Tax bills and supporting information will be communicated to Knowsley taxpayers.
8.2 The budget proposals considered within this report take into account the outcome of the consultation process with Scrutiny Committees that took place last year.  Issues raised through consultation with other stakeholders are also outlined in the report at Annex 1.
9.
CONCLUSIONS
9.1 The Cabinet’s budget proposals for 2007/08 are presented for consideration by the Council.  
9.2 The Council will need to set a balanced Revenue Budget for 2007/08.
JAMES DUNCAN
Acting Borough Treasurer
Contact Officer:
Dan Barlow

Ext. 3622
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APPENDIX A

PROPOSED 2007/08 REVENUE BUDGET
	
	£m

	COUNCIL EXPENDITURE
	

	Portfolio Cash Limits
	

	Regeneration & Neighbourhoods
	12.438 

	Children's Services
	9.340 

	Finance & IST
	9.622 

	Corporate & Customer Services
	11.409 

	Community Safety & Social Inclusion 
	2.372

	Leader’s Portfolio
	1.752 

	Neighbourhood Delivery
	10.028 

	Leisure, Community & Culture
	12.111 

	Health & Social Care
	48.645 

	TOTAL CASH LIMITS
	117.717 

	
	

	Budgets outside cash limits
	12.365 

	Levies 
	17.923 

	Contingencies for legislative and demographic change
	2.639 

	Contingencies for inflation and unbudgeted items
	8.519 

	Contributions from Reserves
	(4.689)

	TOTAL NON CASH LIMITS
	36.757

	
	

	NET COUNCIL EXPENDITURE
	154.474 

	 
	 

	COUNCIL RESOURCES
	

	Council Tax (at increase of 4%)
	(45.879)

	Formula Grant
	(108.595)

	TOTAL COUNCIL RESOURCES
	(154.474)

	 
	 


