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CABINET

2 SEPTEMBER 2009
REPORT OF MANAGEMENT BOARD

A.2
INITIAL FINANCIAL FORECAST AND INITIAL FINANCIAL STRATEGY 2010/11 AND BEYOND

(Report prepared by Roy Coulter, David Appleby and Karen Neath.)

1.0 PURPOSE OF THE REPORT

To consider the financial position facing the Council and the underlying issues surrounding the Initial Financial Forecast for 2010/11 and beyond.

To present, for Members consideration, the Initial Financial Forecast and Initial Financial Strategy for 2010/11 and beyond.

2.0 BACKGROUND

2.1 National Economic Climate
The impact of the recession continues to be felt with recovery not expected until next year at the earliest. The Chancellor, in delivering his Budget in April, predicted that the economy would grow by 1.5% in 2010.
The slow down in the housing and property market continues to impact on the Council’s income particularly in the areas of planning, building control and land charges. 
Although headline inflation has fallen dramatically from the position seen a year ago much of this reduction is due to a fall in the cost of mortgages. In July the all items rate was down 1.4% on the previous year, the figure excluding mortgage payments was up by 1.2% and the measure the Government uses for its target (CPI) was up 1.8%.
Interest rates are at an historic low and, coupled with the increased risk in the financial markets, have had a severe impact on the Council’s ability to achieve a good return on its investments. In the past significant amounts of investment income have allowed the Council to invest in one-off projects.
As a result of the recent economic turmoil the prospects for future public sector funding look bleak. In the Budget the Chancellor announced a real term average increase in public sector spending of 0.7% during the next comprehensive spending period expected to be 2011/12 to 2013/14. This is down from 1.1% announced in the Pre-Budget Report last October. It is well publicised that public sector spending needs to reduce to get the economy back on an even keel and the Government is likely to want to protect spending on certain areas of the public sector such as health and education. This is expected to result in a hard financial settlement for local government in the coming years.
2.2 
Local Economic Climate
We are a low taxing Council. In 2009/10 Tendring’s Band D level is £149.88. The all England Districts average is £163.01 and the Essex average is £180.42. The highest Band D charge for Essex is £251.55.
Tendring has the third lowest tax in Essex if you exclude parish precepts – Epping and Uttlesford are lower. If the parish precepts are included then Tendring has the second lowest tax in Essex after Brentwood.
The Council provides a significant range of services over a large geographical area.
Within our area are some of the most deprived wards in the country. Work with partners is progressing which is aimed at addressing the specific issues related to Jaywick. However, moving this project forward will require dedicated resources including funding. Our demography (e.g. a disproportionately high elderly population) places further financial demands on the authority.
The Council provides major coastal and tourism based infrastructure. This results in extra expenditure on areas ranging from coastal defence to seafront amenities such as decorative gardens, public toilets and seafront supervision etc; Whilst this maintains the existing seafront amenities, further investment is needed to generate a wider coastal renaissance.
Our communities are geographically spread, with the major towns being along the coastal strip. This leads to financial pressures associated with amenities such as swimming pools being provided in multiple locations.

The gap between what we should be spending and our actual spending level is bridged by efficiencies from low staffing levels and good value for money in relation to service expenditure.
2.3
Financial Strategy 2009/10
The financial strategy and budget for 2009/10 presented an overall deficit position of £0.451m. This was mainly as a result of the economic situation and a consequential loss of income and investment interest as well as increased energy and utility costs. The gap was funded by use of £0.451m of additional resources identified as a result of a review of the revised estimate for 2008/09. 

In addition, Members determined to apply a further £0.747m available from the revised estimate for 2008/09 to items to be included in the 2009/10 budget. 

Decisions taken as part of the 2009/10 strategy were focused on protecting the 2010/11 financial position as far as possible. To achieve this it was critical that for 2009/10 as much expenditure as possible was of a one-off nature and would be removed from the 2010/11 budget, therefore reducing the base budget requirement for that year. 

The following principles were applied to the application of the additional funding that was available for 2009/10: 

Additional resources were applied to:-
· One-off expenditure, 
· Capital programme expenditure (one-off). 

· Funding key Priority 2 cost pressures that were likely to become Priority 1 (one-off where possible)

· Pre-funding future Priority 1 and 2 maintenance items (one-off)

· Pre-funding 2010/11 unavoidable cost pressures.

One of the key aims was to support/reduce the funding requirement for 2010/11 and to avoid on-going expenditure as far as possible.

A similar approach needs to be taken for any additional finances the Council may have available when it considers the Revised Financial Strategy and Detailed Budget position in December 2009.
The budget was based on a Council Tax rise of 4.0% - under 11p a week for a Band D property.
3.0
STRUCTURE OF THE PROCESS FOR 2010/11 AND BEYOND
It is very important for the Council to understand its likely financial position as well as the challenges it faces before it considers and sets the Budget. The five year forecast presented to Cabinet on 23 December 2008 as part of the Revised Financial Strategy for 2009/10 predicted the following deficits:

	Year
	Predicted Deficit (£m)

	2010/11
	0.898

	2011/12
	1.988


The preparation of the 2010/11 Initial Financial Strategy is, therefore, set against the background of an expected funding gap. However, in order to be clear on this position and to estimate the financial challenge that the Council faces over the short to medium term, it is necessary to update the five year forecast.

In order to achieve this, a substantial amount of work has been undertaken where officers have:-

· Identified analysed and assessed cost pressures and allocated them a priority based on risk.
· Assessed the inflationary impact on our budgets of pay, contracts, general inflation and income.
· Determined the impact of previous decisions on the 2010/11 budget. 

· Removed one-off expenditure items from previous years.
· Identified any income that may cease (e.g. external grants etc)

· Assumed the level of Council Tax that the Council may levy.

The Council’s ability to deal with any funding gap is directly related to its size. Consequently a very hard approach of excluding cost pressures needs to be adopted at the start of the process to strive to limit any funding gap.

If the situation is better, then Priority 2 cost pressures could be added back into the budget and/or one-off expenditure could be approved that also protects the Council’s future position.

The forecast will be reviewed in late December 2009 when the position is likely to be clearer.
4.0
COST PRESSURES
As in previous years, Heads of Service have produced lists of cost pressures faced by their Service over the five years of the forecast along with a risk assessment of both the impact and the likelihood of occurrence. Separate lists have been produced for capital and revenue expenditure items.

The Financial Strategy includes the assumption that Priority 1 revenue and capital cost pressures (those that the Council has to fund to retain the same or similar levels of service along with any statutory requirements) will be funded.
The revenue and capital lists submitted by Heads of Service totalled £3.5m for 2010/11. However desirable these items may be, the Council cannot afford to fund them. Therefore, the first stage of the proposed Financial Strategy is to assess which items should be funded.

To achieve this, the proposed strategy contains three important actions: -

· Prioritisation of cost pressures to identify those that we are very likely to have to fund (referred to as Priority 1)

· Further prioritisation of the cost pressures to identify those that are at the highest risk of requiring funding but will not be included in the proposed budget at this stage (referred to as Priority 2)
· Management by Heads of Service of the cost pressures that cannot be afforded
In prioritising the cost pressures, it has been necessary to take a view on the risk of each one occurring. Included in Priority 1 are those items that it is assessed will or must occur, where there is already an agreement or contract in place or where there is a very high likelihood of occurrence. However, there is a very high risk that items will cost more than anticipated or those prioritised in lower bands will through, for example a change in legislation or circumstance become imperative to fund. 

The line drawn between Priority 1 items, which are recommended for funding, and Priority 2 etc. items (i.e. those at the highest risk of requiring funding but will not be included in the Initial Forecast) is difficult to establish with precision.

A summary list of the potential cost pressures (strategically prioritised following review by the Financial Strategy Team) including Priority 1 (recommended for funding in the Initial Forecast) and Priority 2 (i.e. those at the highest risk of requiring funding but will not be included in the proposed budget) is shown at Appendix A.
The Heads of Service detailed individual cost pressure sheets (amended following review by the Financial Strategy Team) are shown at Appendix B. The items are listed in Service order and are individually referenced. Each sheet has a section entitled ‘Head of Service Proposed Managed Response if the Bid/Project is not Funded’. The management of items that are not funded is a key element of the Strategy. 

4.1 The Effect of Priority 1 Cost Pressures over the Period of the Forecast

The table below shows the total of cost pressures, as originally submitted by Heads of Service, over the five years of the forecast.

	
	2010/11
£’000
	2011/12
£’000
	2012/13
£’000
	2013/14
£’000
	2014/15
£’000

	Revenue Cost Pressures

	All Priorities
	1,793
	2,228
	2,507
	2,501
	2,663

	
	
	
	
	
	

	Capital Cost Pressures

	All Priorities
	1,714
	1,217
	1,380
	1,000
	1,300

	
	
	
	
	
	

	TOTAL UNFUNDED ALL PRIORITIES
	3,507
	3,445
	3,887
	3,501
	3,963


Following moderation of all the cost pressures, the total identified as Priority 1 are as follows:

	
	2010/11
£’000
	2011/12
£’000
	2012/13
£’000
	2013/14
£’000
	2014/15
£’000

	Revenue Cost Pressures

	Priority 1
	314
	884
	879
	781
	949

	
	
	
	
	
	

	Capital Cost Pressures

	Priority 1
	274
	47
	30
	0
	150

	
	
	
	
	
	

	TOTAL PRIORITY 1 PROPOSED FOR INCLUSION

	588
	931
	909
	781
	1,099


It is proposed to progress the Initial Financial Strategy on the basis of including only Priority 1 Items within the Initial Forecast. The draft priority-banded summary list is attached at Appendix A. The Service reference numbers shown on this summary list allow Members to cross-reference the summary list to the individual detailed submissions shown in Service order at Appendix B. 

By taking this approach, items totalling £0.588m have been included in the Financial Forecast for 2010/11.

The situation will be reviewed when the Revised Strategy is considered in December 2009.

5.0
PREPARATION OF AN INITIAL FINANCIAL FORECAST FOR 2010/11 AND BEYOND
It is proposed to progress the Initial Financial Strategy on the basis of including only Priority 1 cost pressures within the Initial Forecast (£0.588m for 2010/11). 
Having identified the amount of money that should be included within the 2010/11 forecast for the Priority 1 cost pressures the forecast needs to consider the other variations to the estimated budget.
5.1
The Initial Base Budget for 2010/11 – What’s Included and What’s Excluded?

The starting point for the initial analysis was to move the 2009/10 budget on to a base budget position for 2010/11 that incorporated the following assumptions: -

· Inflation

The 2009/10 budget has been re-priced to 2010/11 prices. Inflation has been applied at the following rates: -

	Item 
	Rate of Inflation
	£’000

	Pay related
	2.0%
	421

	Contracts
	2.0%
	106

	General expenditure
	2.0%
	202

	Fees and charges
	2.0%
	(117)

	Total
	
	612


The general inflationary provision included in the forecast for 2010/11 is 2.0% as set out above. This is based on the latest predictions included the economic bulletins issued by HM Treasury.
· Priority 1 Cost Pressures
A hard line has been taken to prioritise the cost pressures to identify those that we must fund (referred to as priority 1). The revenue impact of these has been included in the five-year forecast as requiring funding at a total cost of £0.588m for 2010/11.

	New Priority 1 Cost Pressures 2010/11
	£’000

	Revenue
	314

	Capital
	274

	Total
	588


Full details of the priority 1 cost pressures (along with all other priorities) are shown in summary in Appendix A (priority order) with the detail shown in Appendix B (service order).

· One-Off items in 2009/10 to be Removed from 2010/11 and Beyond Base Budgets

	One-off Items in 2009/10 Removed from 2010/11 Forecast
	£’000

	One-off Items in 2009/10 removed from 2010/11 forecast
	(747)

	Priority 1 Cost Pressures funded in 2009/10
	

	Careline Equipment Upgrade
	(150)

	Relocation of Careline
	(100)

	Seafront Safety Barriers
	(50)

	Email Archiving Software
	(14)

	Upgrade Payroll System
	(13)

	Holland Public Hall – repairs to roof and library
	(10)

	Investors in People
	(10)

	Total
	(1,094)


· Other Budget Adjustments
	Other Budget Adjustments


	£’000

	Council Approved Schemes1
	

	Action Zone 
	(30)

	Milton Road Car Park, Dovercourt
	(25)

	West End, Dovercourt - Public Conveniences
	(8)

	Toilets – Great Clacton
	(8)

	Support the Introduction of DisabledGo
	(7)

	District-Wide: £5/ Free Parking Option for Tendring Resident Beach Hut Owners
	(6)

	Dovercourt Seafront - Refurbishment
	(2)

	Clacton – Two Additional Children’s Play Areas
	(1)

	Other
	

	Service Improvement Budget
	(250)

	Tour de Tendring2
	(20)

	Jaywick Strategic Leadership Group Initiatives
	(150)

	Brightlingsea Pool3
	(25)

	Commitments carried forward from 2008/09
	(86)

	Inflation provision for energy costs not required
	(60)

	Joint Use Sports Centre Reserve depleted
	27

	Manual Workers Reserve depleted
	29

	Total
	(622)


Notes
1. On 19th February 2008, Council agreed these schemes together with revenue funding for 2008/09 and 2009/10. The costs in 2009/10 are met by carry forward of funding agreed as part of the 2008/09 budget (see reserves below).
2. Provision was made in the 2009/10 budget of £20,000 to meet the Council’s contribution towards running this event in 2010/11 and 2011/12.
3. Provision was made in the 2008/09 budget to meet the net running costs of Brightlingsea Pool in 2008/09 and 2009/10 in the sum of £25,000 in each year. The costs in 2009/10 are met by carry forward of funding agreed as part of the 2008/09 budget (see reserves below).

· Changes to Grant Funded Income
A number of grants have been awarded to the Council over 3 years in line with the CSR period 2008/09 to 2010/11. There is therefore some certainty around the amount of grant to be received in 2010/11. There is uncertainty around the amount of grant that will be received to support the administration of benefits. In 2009/10 additional grant was awarded to recognise the additional burden arising from the impact of the recession. It is not clear at this stage whether additional grant will be available in 2010/11. Based on the indicative figures provided for 2010/11 an overall reduction in grant is indicated but the strategy has been prepared on the assumption that it would not be possible to effect a comparable reduction in the resources of the benefits section.
	Grant  Income Reduced
	£’000

	Area Based Grant – Safer Stronger Communities
	258

	Benefits Administration
	202

	Growth Point Funding – Walton Master Plan
	100

	Grant Income Increased
	

	Area Based Grant – Community Cohesion
	(26)

	Concessionary Fares
	(13)

	Total
	521


· Changes to Grant Funded Expenditure

	Grant  Funded Expenditure Reduced
	£’000

	Area Based Grant – Safer Stronger Communities
	(258)

	Benefits Administration
	(127)

	Growth Point Funding – Walton Master Plan
	(100)

	Grant Funded Expenditure Increased
	

	Area Based Grant – Community Cohesion
	26

	Concessionary Fares
	13

	Total
	(446)


· Carry Forwards from the Base Budget which are to be Removed
A number of one-off funding streams were applied in 2009/10 from the commitments reserves or from other specific earmarked reserves. These have been removed for 2010/11.
	Carry Forwards from the Base Budget
	£’000

	Carry Forward from 2008/09
	1,283

	Brightlingsea Pool
	25

	Council Approved Schemes
	87

	Commitments carried forward from 2008/09
	86

	Total
	1,481


· Central Government Support - Local Government Finance Settlement 2008/09 to 2010/11
On 21 January 2009, the Minister for Local Government made a statement on the final local government finance settlement for 2009/10 and the provisional settlement for 2010/11. The 2010/11 settlement is the final year of the first 3-year grant settlement and follows on from the Comprehensive Spending Review 2007.
The overall allocation for Tendring is as follows:-

	Block
	2008/09

£m
	2009/10

£m
	2010/11

£m

	Total formula grant
	13.438
	13.831
	14.199

	Increase over adjusted prior year grant (£m)
	0.392
	0.393
	0.368

	Increase over adjusted prior year grant (%)
	3.0%
	2.9%
	2.7%


· Council Tax Assumptions

The Initial Financial Forecast is based on an assumed increase in Council Tax of 2.5%.
6.0
INITIAL FINANCIAL FORECAST REQUIREMENT 2010/11
6.1
Summary Financial Forecast for 2010/11
The overall base budget for 2010/11, taking into account the assumptions set out above, is as follows: -
	Item


	2010/11
£’000

	
	

	Base Budget from 2009/10
	21,613

	Changes to Council Expenditure
	

	Inflation and increments
	612

	Priority 1 Cost Pressures
	588

	Removal of one-off items from 2009/10
	(1,094)

	Other Budget Adjustments
	(622)

	Changes to Grant Funded Expenditure
	(446)

	Changes to Council Income
	

	Changes to Grant Funded Income
	521

	Carry Forwards from the Base Budget
	1,481

	
	

	Initial Base Budget Requirement for 2010/11
	22,653

	
	

	Financed by
	

	Central Government Support
	14,199

	Amount to be Raised from Council Tax (at 2.5%)
	7,813

	Forecast Surplus on Collection Fund
	80

	
	

	Initial Forecast Position for 2010/11
	22,092

	
	

	Initial Forecast Funding Gap for 2010/11
	561


6.2
An Assessment of the Financial Uncertainty and Risk surrounding the Forecast for 2010/11
The initial forecast funding gap for 2010/11 is £0.561m. 

The strategy and forecast are heavily reliant on the hard line that has been taken to significantly limit the priority 1 cost pressures and to exclude all of the one off items that were included for 2009/10. 
There is a high degree of uncertainty which exists at the present time. Consequent to this there are a number of variables that may be to the Council’s disadvantage and some that may be to our advantage. The latest position on these variables will be taken into account when the Revised Financial Forecast is prepared for consideration by Cabinet in December 2009.
· Forecast Variables that may go against the Council

Economic uncertainty 
Included cost pressures may be higher than originally estimated

Excluded cost pressures may occur

Inflation may be higher resulting in higher costs
Further loss of Income – e.g. Planning, Building Control, Land Charges

Wage demands may be higher than estimated
· Forecast Variables that may go for the Council

Economic uncertainty – income from fees and charges and interest receipts may be higher than estimated but this will be dependent on the rate of recovery from the recession. 
6.3
Other Items not currently included in the Forecast

In terms of possible additional expenditure, the Jaywick project is now gathering momentum and, as the local housing authority, the Council may need to find significant investment to move this forward. In addition, NNDR revaluations are due from April 2010 and information on the impact on the Council’s budget is expected in the autumn. Any increase in expenditure alone will increase the initial funding gap identified above.
Conversely there are some potential areas of income / savings that are not currently included in the forecast. There are two grant funding streams not currently included as they are provisional or under review. These are Housing and Planning Delivery Grant and Local Authority Business Rate Incentive Scheme. These may provide additional income for the Council. It is likely that there will also be savings available in relation to the salary budget depending on the pay award agreed for 2009/10. Provision was made at 2.5% and the current offer is 1%.
7.0 
OUTLOOK FOR 2011/12 AND BEYOND
The economic climate is more uncertain than in recent years. The Public Sector financial environment will continue to be extremely challenging. It is widely accepted by commentators that in order for Central Government to put the economy back on an even keel it will require a severe restriction in public sector expenditure. Consequently the Local Government Finance Settlement is anticipated to be poor over the term of the next CSR period. The Chancellor’s announcement of a real term average increase in public sector spending of 0.7% indicates that there could be a small increase but it is also very possible that there could be a reduction in funding, particularly if the Government seeks to protect spending in areas such as health and education. Each 1% reduction in Government funding would cost this Council around £140,000. Due to the uncertainty of the level of the Government Settlement in future years, the 2011/12 forecast has been calculated on a range of assumptions from a 1% increase to a 5% decrease.
Accordingly, the Financial Forecast shown in Appendix C identifies a deficit for 2011/12 of between £1.263m and £2.115m without adding any new costs beyond those currently estimated. If the Local Government Finance Settlement is worse than anticipated then the funding gap could be greater.
There are two proposed changes to services that could also have an impact on the Council’s finance in 2011/12. Firstly Essex County Council has given notice than it intends to terminate the agency arrangements for decriminalized enforcement of parking on 31 March 2011. Secondly the Government is consulting on transferring administration for concessionary fares to upper tier authorities from 1 April 2011. It is not known at this stage whether either of these changes would have a detrimental impact on the Council’s finances but the position needs to be assessed and incorporated into the 2011/12 budget as appropriate.
The forecasts for 2012/13, 2013/14 and 2014/15 have been based on an average of the forecast for 2011/12. Appendix C sets out the five-year forecast.  Inevitably some cost pressures prioritised lower down the scale will, with the passing of time, become more urgent. Inflationary pressures will remain e.g. pay award and new cost pressures will also appear. The further forward in time you predict the less certain the forecast becomes, however the general trend is of a deficit of around £1.0m.
8.0
RISKS AND RESERVES

There are clearly risks associated with the strategy. Restricting cost pressures to the minimum gives rise to the potential for items that have not been funded to emerge. 

Should the actual funding gap be greater than that anticipated then there would be a corresponding increase in the savings etc. necessary to balance the budget.

A robust line has been taken of only including within the forecast those costs which appear absolutely necessary to fund. The hard line that has been taken to minimise the cost pressures is dependent upon a continuing strong reserve position that is capable of mitigating some of the risks associated with the approach.
This strategy is risk-based. There are a substantial number of areas that could lead to additional expenditure being incurred, such as: -

· Deteriorating economic environment

· Included Priority 1 items cost more

· Emergence of cost pressures not included as Priority 1;

· Local Government Settlement is lower than announced;

· New legislation placing unfunded duties on the Council;

· Local or national emergency;
· Breaches or failure of sea defences;
· Reduced income;

· Inflation on salaries, contracts and utilities higher than expected;

· Capital receipts unable to support the capital programme or Members aspirations;

· Requests for supplementary estimates;

· Adverse change in interest rates.

It is important that the Council continues to maintain a sufficient level of reserves to support the strategy’s risk-based approach. An uncommitted reserve of £4m (including the £1.6m minimum working balance) has been approved previously to insure against the eventuality that some of the events listed above actually occur as well as the exclusion of a number of cost pressures over a number of years or the occurrence of unexpected costs such as sea defence failure in any year.
9.0 MANAGEMENT OF THE BUDGET in 2010/11 AND 2011/12
9.1
Options to Reduce the Funding Gap in 2010/11
The Financial Forecast above identifies an initial funding gap of £0.561m for 2010/11 subject to the variables set out above. The planned approach of action in order to achieve a balanced budget for 2010/11 is proposed as follows:-

· Review Priority 1 cost pressures

· Review underspends from 2008/09 to determine if any budgets can be removed

· A review of operational efficiencies
· Use of service improvement budget - The uncommitted balance within the service improvement budget currently stands at £1.082m. This includes £0.843m from the 2008/09 outturn. Whilst this funding is only available on a one-off basis, it would be sufficient to manage the funding gap currently identified above for 2010/11 if the actions identified above did not deliver sufficient funding.

Work is ongoing in relation to these actions to identify any sums that could be removed from the budget without impacting on delivery. It is proposed, between now and December when Cabinet will consider the revised financial strategy and detailed budget, that work continues on these options above. The aim would be to identify efficiencies, savings and budget reductions that do not impact on the delivery of services but which enable some of the identified funding gap to be filled. This is against the background of the funding available within the service improvement budget which could be called upon to fill or help fill the funding gap. However, if the route of using some or all of the Service Improvement Budget to fill the gap was taken for 2010/11 this would increase the problem in future years since the Service Improvement Budget is only available on a one-off basis.
9.2
Approach to Budget in 2010/11 and 2011/12
Notwithstanding the proposed actions set out above the underlying financial issues that Tendring faces will not go away without a reduction in our expenditure base.  Given the size of the funding gap forecast in 2011/12 and the ongoing gap predicted thereafter, the Council needs a radical approach to reducing its core costs in order to achieve a sustainable reduction in its expenditure base.
Therefore a dedicated team is being established to carry out a fundamental analysis of the Council’s budgets with the aim of reviewing where the budget is spent and assessing this against the stated priorities, targets and outcomes of the Council. This will inform the work that will need to be undertaken as we move towards 2011/12 to examine where the budget can be reduced or re-prioritised. 

 10.0
IMPLICATIONS

      
10.1
Community Strategy / Corporate Strategy

This report will have direct implications for the Council's ability to deliver on the commitments, objectives and priorities set out in both the Corporate Strategy and the Community Strategy. It will impact particularly on the speed with which the Council can deliver on its priorities, rather than the priorities themselves. 

10.2
Financial

The financial implications are fully considered in the body of this report.

10.3
Legal

The Council is legally required to set a fully funded budget in 2010/11 and beyond.

The Secretary of State may designate capping (for the present financial year) or nominate capping (for the following financial year) for an authority if in his opinion its budget requirement is excessive. 

In each case the Secretary of State must inform the authority in writing, and the Local Authority has 21 days in which to make written representations.  Following receipt of any representations the Secretary of State may confirm his designation/nomination, or may alter these (including the amount proposed to be the maximum for the budget requirement for that financial year if designated, or the following financial year if nominated).
   
10.4 
Crime and Disorder Act 1998

Financial stability underpins the Council’s capacity to deliver its contribution to the Crime and Disorder Strategy.

10.5
Equality and Diversity

The Strategy does not discriminate against any part of the community on the grounds of gender, age, disability, marital status, sexual orientation, creed/religion, ethnic or national origin.

11.0 
CONCLUSION

The Council has a low tax base, provides a diverse and extensive range of services and faces significant cost pressures on a yearly basis. This means that we will inevitably face continuing financial problems.

The current forecast for 2010/11 shows a funding gap of £0.561m. A number of actions have been identified for options of how to reduce this gap. A dedicated team is also being established to undertake a more fundamental analysis of the budget to inform future decisions as we approach 2011/12 when a much larger funding gap has been identified and a more radical approach is required.
12.0
RECOMMENDED

It is recommended that:

a) Members agree the initial forecast for 2010/11 and beyond and the actions inherent in achieving this forecast and specifically agree : -

i) The Priority 1 cost pressures to be included within the Five-Year Forecast (as shown in Appendix A).

ii) The list of Priority 2 cost pressures (which are at the highest risk of actually occurring) and lower priority items, identified in Appendix A, to be excluded from the forecast.

iii) The Heads of Service proposed managed response to the non-funding of cost pressures as shown in Appendix B.

b) That Cabinet determine, having regard to the contents of the report, priority areas for funding as part of the Revised Initial Financial Strategy where finances allow or budgets are able to be re-prioritised.
c) That a further report be made to Cabinet in December 2009 when the financial position is clearer.

d) That Corporate Management Committee be consulted on these initial proposals, recognising that any increase in the level of cost pressures or other budgetary demands (other than those included in the forecast) would require matching measures to ensure that the funding gap was not increased.

JOHN HAWKINS

CHIEF EXECUTIVE

ROY COULTER

DEPUTY CHIEF EXECUTIVE

DAVID APPLEBY
HEAD OF ENVIRONMENTAL SERVICES
KAREN NEATH
HEAD OF FINANCIAL SERVICES
LIST OF APPENDICES

APPENDIX A
Strategically Prioritised Summary List of Potential Cost Pressures including Priority 1 (recommended for funding/saving) and Priority 2 (i.e. those at the highest risk of requiring funding but will not be included in the proposed budget). 
APPENDIX B
Detailed Individual Cost Pressures as Submitted by Heads of Service (and amended following the Financial Strategy Team review) including the Heads of Service Proposed Managed Response to the Non- Funding of the bid / project. (Service Order)

APPENDIX C
Initial Financial Forecast 2010/11 and Beyond.


























































































































































































































































































