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:
1 March 2006
Ward:
Borough Wide

Portfolio Areas:
All

Non-Key Decision
REPORT OF THE BOROUGH TREASURER
2006/07 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 proposals which were agreed by the Cabinet on 15 February 2006.  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 2006/07, and therefore these two reports should be considered together.
2.
RECOMMENDATIONS

That the Council:-

(a)
approves the 2006/07 illustrative spending plan outlined in section 9 of the Cabinet’s budget report (Annex 1), and the associated assumptions;

(b)
approves the list of permanent service savings (as discussed at paragraph 11.2.2 of Annex 1) excluding the ‘Change to Council Vehicle Livery’ items, therefore making permanent savings of £0.358m;

(c)
approves the list of temporary service savings (as discussed at paragraph 11.2.3 of Annex 1), therefore making temporary savings of £0.145m;

(d)
approves the addition to the spending plan of the permanent service investments (identified at paragraph 10.1.2 of Annex 1) totalling £0.510m;

(e)
approves the addition to the spending plan of the temporary service investments (identified at paragraph 10.1.3 of Annex 1) totalling £0.378m;

(f)
agrees to fund the Halewood Cultural and Community Festival in 2006/07 only, at a cost of £0.013m pending a review of the impact of and funding for the scheme;

(g)
agrees to contribute up to £0.050m as part of a partnership scheme with Prescot Town Council to provide security fencing at Prescot Leisure Centre to protect the Council’s investment in the artificial sports pitches at that site;

(h)
agrees to provide £0.035m to fund security fencing at the Borough’s play parks (commencing at Eaton Street, Prescot);

(i) agrees that £0.627m be set aside within the 2006/07 Provision for Inflation and Other Contingencies to fund the development of new approaches to neighbourhood service delivery in 2006/07;

(j)
establishes the principle that any savings arising from the process of organisational change already commenced in 2005/06 and any temporary savings should be reserved to fund neighbourhood service delivery from 2006/07;

(k)
agrees that continuation funding in 2006/07 should be sought by Portfolio Holders for current externally funded projects, and that such schemes should be subject to a prioritisation review with the objective of forming exit funding strategies in 2006/07;

(l)
agrees a Total Net Revenue Budget for 2006/07 of £150.019m, to be funded from the following sources:

	2006/07 Sources of Funding
	£m

	Council Tax Receipts (see resolution (m) below)
	43.871

	Government Grant
	106.148

	 TOTAL FUNDING
	150.019


(m) approves a Council Tax increase of 4% (excluding precepts) resulting in a summary 2006/07 Revenue Budget as follows:-

	
	2006/07

	
	£m

	
	

	Portfolio Cash Limit Budgets
	111.128

	Non-Cash Limit Budgets
	13.446

	Levies
	16.691

	Efficiency Programme Cash Savings
	(0.500)

	Inflation and Other Contingencies
	9.254

	Proposed Total Net Revenue Budget
	150.019

	
	

	Total Resources
	150.019

	Net Revenue Budget Deficit/(Surplus)
	0.000


(n) formally thanks the Scrutiny Committees for their support in the 2006/07 budget process and ask the Scrutiny Co-ordinating Committee to note how its priority budget pressures have been considered as part of the Cabinet’s budget proposals, as detailed in Appendix 1 of this report.
3.
BACKGROUND

3.1 The Council is now asked to consider the Cabinet’s proposals for the 2006/07 Revenue Budget to this report.  In developing these proposals, the Cabinet considered the information outlined elsewhere on this agenda in the Medium-Term Financial Plan and Robustness of Estimates and Adequacy of Financial Reserves reports, in addition to the specific issues detailed in the 2006/07 Revenue Budget report at Annex 1 of this report.  The Cabinet also considered the recommendations of the Council’s Scrutiny Committees.
3.2 The key elements which are considered within the Cabinet’s proposals are:-
· the illustrative spending plan and underlying assumptions as set out in sections 4 to 9 of the annexed report, which includes assumptions on:-
· pay and contract price inflation;
· contingency budgets to fund known pressures during 2006/07;

· the approach to maintain general balances in line with the Medium-Term Financial Plan policy;
· estimated levy charges;
· the treatment of legislative, statutory and demographic budget pressures;
· the treatment of grant transfer changes
· the identification of efficiency savings to be retained within Portfolios to balance budgets at current service levels;

· the identification of efficiency savings to be released by Portfolios for reallocation within the Council’s overall budget.

· the inclusion of additional Portfolio permanent budget pressures totalling £0.510m and temporary budget pressures totalling £0.139m (as discussed in section 10 of the report at Annex 1).
· the proposal of a total net expenditure budget of £150.019m, including the following additional items:-
· funding for the Halewood Cultural and Community Festival in 2006/07 only at a cost of £0.013m pending a review of the impact of and funding for the scheme;
· a contribution of up to £0.050m as part of a partnership scheme with Prescot Town Council to provide security fencing at Prescot Leisure Centre to protect the Council’s investment in the artificial sports pitches at that site;
· provision of £0.035m to fund security fencing at the Borough’s play parks (commencing at Eaton Street, Prescot);
· setting aside £0.627m within the 2006/07 provisions for inflation and other contingencies to fund the development of new approaches to neighbourhood service delivery in 2006/07;
· the proposal of a funding package to fund the Council’s budget, including:-
· a 4% increase in Council Tax for 2006/07;

· resources totalling £0.358m released through permanent service savings (as listed in section 11 of the report at Annex 1 with the exception of £0.035m savings from the change to Council vehicle livery);
· Resources totalling £0.145m released through temporary service savings (as discussed in section 11 of the report at Annex 1);
· the principle that any savings arising from the process of organisational change already commenced in 2005/06 and any temporary savings should be reserved to fund neighbourhood service delivery from 2006/07;

· the requirement for continuation funding in 2006/07 to be sought for current externally funded projects, and that such schemes should be subject to a prioritisation review with the objective of forming exit funding strategies in 2006/07.  An update on Neighbourhood Renewal Fund resources will be presented to the meeting on the 1 March 2006.

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 2006/07 financial year was considered at the two cycles of Scrutiny meetings in September/October and November 2006.
4.2 Each Scrutiny Committee identified potential efficiency savings and priorities for service improvement, and the individual reports of the Scrutiny Committee Chairmen were sent to each Portfolio Holder for consideration.  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 priorities is summarised in Appendix 1 of this report.  Feedback on this will be presented to meetings of individual Scrutiny Committees in the coming months.
5.
RESOURCE IMPLICATIONS
5.1
Financial

The body of the report at Annex 1 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 2006/07 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 2006/07 by 11 March 2006.  The Council is therefore asked to agree a 2006/07 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 2006/07, 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 2006/07.
7.4 If the savings required through the Council’s Efficiency Programme are not achieved, there is a risk that the actual financial position during 2006/07 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 Borough Treasurer 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 2006/07 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 2006/07 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 2006/07 are presented for consideration by the Council.  The proposals enable the Council to fund a number of budget pressures raised by Portfolio Holders and Scrutiny Committees and to set a balanced Revenue Budget for 2006/07.
9.2 The Cabinet’s proposals include the use of continuation funding in 2006/07 for current externally funded projects, and such schemes should be subject to a prioritisation review with the objective of forming exit funding strategies in 2006/07.
9.3 The Cabinet proposes that the 2006/07 Council Tax should be increased by 4% in order to achieve its objectives and set a balanced budget.
MIKE HARDEN

Borough Treasurer
Contact Officer:
Dan Barlow

Ext. 3622
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APPENDIX A
SUMMARY OF TREATMENT OF SCRUTINY COMMITTEE PRIORITIES
TOP PRIORITY AREAS
Corporate Sickness Absence
Corporate sickness absence was identified as the top priority of the Corporate Performance Scrutiny Committee.  This priority will be addressed as part of the achievement of the 2006/07 Efficiency Programme.  Additional funding is not being requested to address this improvement at the current time.
Children and Youth First/Bridges to Inclusion
This was the top priority of the Community Safety and Social Inclusion Committee.  The relevant Portfolio Holder’s budget report has identified that the Portfolio will provide a more holistic service to support young people across the whole continuum of offending, supporting Bridges to Inclusion, Children and Youth First, and Choices programmes.  2006/07 funding will be sought from the Neighbourhood Renewal Fund, whilst the longer term funding and shape of the service is reviewed.
Parking and Access
This was one of the six main priorities of the Scrutiny Co-ordinating Committee, having been identified as the Economy and Employment Committee’s top priority.  The Regeneration and Neighbourhoods Portfolio’s capital programme for 2006/07 includes almost £0.250m for parking and access schemes.  In addition, the option to double this figure using available capital receipts will be considered by the Cabinet when the available capital receipts position becomes clearer in the coming months.
Attainment at Key Stages 1, 3 and 4
Attainment at Key Stages 1, 3 and 4 was identified as the top priority of the Education, Training and Culture Scrutiny Committee and was also one of the top six priorities identified by the Scrutiny Co-ordinating Committee.  The relevant Portfolio Holder’s Budget Report has also identified the issue as a priority in terms of the need to provide for the continuation of the primary national strategy for reading and writing.  It is envisaged that this support will improve Knowsley’s performance against national floor targets as well as enrich whole-life expectations for the Borough’s pupils.  At this time, it is anticipated that any budget pressures arising from the priority areas can be contained within existing resources.  The position will be reviewed during 2006/07, and, if this proves not to be the case, alternative sources of funding will be sought.
Waste Minimisation and Recycling
This was identified as the Environment and Housing Scrutiny Committee’s top priority and was identified as a pressure by the Environment and Operational Services Portfolio Holder in the Portfolio’s 2006/07 budget report.  This is a priority area for Portfolio plans next year and the Portfolio Holder’s budget report notes that the Portfolio will maintain a continued emphasis on the promotion and provision of kerbside recycling to 61,000 properties in the Borough including the year round collection of green waste.  The Portfolio will seek funding to continue this service and improve recycling performance, including continuation of resources from the Neighbourhood Renewal Fund in 2006/07 to allow time for future funding strategies to be developed.
Waiting Times for Adaptations
Waiting times for adaptations for disabled people were identified as the top priority of the Health and Social Care Scrutiny Committee.  Demand for adaptations currently exceeds the resources available and was identified as a pressure.  This will be considered as a future allocation of capital resources by the Cabinet or the Council, when the available capital receipts position becomes clearer in the coming months.  If approved, the funding will be used to meet existing demand and to address the back log created by the shortfall in funding.
SECOND PRIORITY AREAS
Occupational Health Unit
Occupational Health was identified by the Corporate Performance Scrutiny Committee as its second priority.  It is envisaged that this pressure will be contained within existing Portfolio resources and will be reviewed again during the 2006/07 financial year.
Youth Offending Team Drugs Service
This area was identified as the second priority of the Community Safety and Social Inclusion Committee.  A proposal to fund two new posts within the Youth Offending Team has been included within the Portfolio’s 2006/07 budget report, and in the Cabinet’s budget proposals, as follows:-
· Deputy Youth Offending Service Officer (£0.045m); and,
· Senior Youth Offending Service Officer (£0.033m).

Alley-gating and Environmental Improvements
This was the Economy and Employment Scrutiny Committee’s second priority and was also identified as a pressure by the Regeneration and Neighbourhoods Portfolio Holder in the Portfolio’s 2006/07 capital programme report.  This activity is to be considered corporately as part of the neighbourhood regeneration agenda and may be funded through the Neighbourhood Renewal Fund or alternatively be considered for the future allocation of the Council’s capital resources when the available capital receipts position becomes clearer in the coming months.
Key Stage 2 Mathematics, Achievement Level 5 English, Differentiation between Reading/Writing

This was identified by the Education, Training and Culture Scrutiny Committee as its second priority.  The relevant Portfolio Holder’s Budget Report has also identified as a priority the need to provide for the continuation of the primary national strategy for reading and writing.  It is envisaged that this support will improve Knowsley’s performance against national floor targets as well as enrich whole-life expectations for the Borough’s pupils.  It is anticipated that any budget pressures arising from the priority areas can be contained within existing resources.  The position will be reviewed during 2006/07, and, if this proves not to be the case, alternative sources of funding will be sought.
Environmental Quality Service Standards
This was identified as the Environment and Housing Scrutiny Committee’s second priority, and was also identified as a budget pressure by the Environment and Operational Services Portfolio Holder in the Portfolio’s 2006/07 budget report.  This Portfolio Holder’s 2006/07 budget report notes that Environmental Cleanliness, with emphasis on weed growth on the highway, will be a continued priority, and the budget for next year includes £2.172m for street cleansing.  In addition, the Portfolio will seek continuation of funding from the Neighbourhood Renewal Fund in 2006/07 to continue this service and maintain standards of environmental cleanliness throughout the Borough while future funding strategies are developed.
Demand for Care Packages

Demand for care packages was identified as the second priority of the Health and Social Care Scrutiny Committee and also the Scrutiny Co-ordinating Committee.  The total pressures are as follows:-
· Elderly Care Packages



£0.118m

· Adults Complex Needs Care Packages

£0.388m

The pressures are due to demographic changes arising from increasing demand to provide care and support for people with learning disabilities resulting from demographic pressures including increased life expectancy, more complex needs and the age profile of carers and increasing demand for services for older people.  Additional resources to fund these pressures have been fully incorporated within the Cabinet’s budget proposals.
