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Message from the Chairman of Strategy Committee

The Council’s Corporate Plan sets out our aims and corporate priorities, which are based
on extensive consultation, in relation to what we are looking to achieve in the future. We
have set clear targets for each priority and are working hard to deliver on these.

This gives the Council a clear focus in providing the services people want and ensures that
residents and others have a good understanding of the future direction that the Council is
taking for the long term benefit of the area.

A clear and understood Policy and Budget Framework is obviously key to delivering the
Corporate Plan and during the year there has been an integrated approach to the review
of the Corporate Plan, consultation and the formulation of the budget for 2006/07.

In addition, we have a Medium-Term Financial Strategy that looks forward for the next 3
years. More work will be done on this so that the Council can plan ahead effectively and
take action that will be needed in order to try to deliver Council Tax increases linked to
inflation.

This is one of the Council’s key aims and achieving it is not easy, but Councillors and
officers have been working together with a great deal of determination to redirect
resources, find additional income and make savings. The result is a Council Tax increase
for Babergh'’s services of 2.7% next year

This publication sets out and explains how the budget has been arrived and provides
details of the savings and additional income that have been identified to pay for financial
commitments and service improvements. It also summarises the Council’s Vision, Values
and Priorities that are incorporated in the Corporate Plan - this can be accessed on the
Council’'s website at www.babergh.gov.uk.

The 2006/07 budget allows for more money to be put into services that we know are
important to the community such as achieving a safer and cleaner environment, health
improvement and affordable housing, whilst still keeping our Council Tax increase to the
rate of inflation.

By working in partnership with other organisations, both public and private sector and with
staff, we are on course to achieve what the public wants. However, we are aware that
future years may provide an even tougher challenge for Babergh to maintain this balance
between improving services and Council Tax increases.

| hope that you will find this a useful document, and one that gives you a clear indication of
what the Council is trying to achieve on your behalf.

Nick Ridley
Chairman of Strategy Committee
February 2006



Policy and Budget Framework Process

The Policy and Budget Framework process for 2006/07 is set out below and shows how
consultation, the Corporate Plan and the annual Budget process were integrated and linked.

Month Consultation Corporate Plan Budget
2005
March Draft Corporate Plan and 2005/06 Budget feed into Service
Plans and Staff Targets.
April Advise Political Leaders
Group (PLG) on approach
and discuss State of District
event and debate.
Management Team
consideration of priorities,
outcomes and targets for
Corporate Plan.
May Use Babergh Matters to | Start to develop revised long-term Corporate Plan,
inform public of including priority, non-priority, performance and finance
influence of State of proposals.
District event in
November 2004.
Overview & Scrutiny
(Stewardship)
Committee consider
Consultation Strategy.
June Strategy Committee Work up proposals to arrive at a draft revised Corporate
consider Consultation | Plan and Financial Strategy.
Strategy.
July Make arrangements for Service & Financial Planning
consultation. (SFP) Group of Overview
and Scrutiny Members start
work on financial position for
2006/07.
PLG discussion about progress and State of District event.
Council approval to the Consultation Strategy.




Month Consultation Corporate Plan Budget
August/ Consultation with Strategy Committee consider revised Corporate Plan and
September | Public and Partners, Financial Strategy for recommendation to Council.
e.g. Residents Fora and
Hard to Reach Groups | Council approval to revised Corporate Plan for 2005/07 and
on Corporate Plan. the Financial Strategy.
PLG discussion about consultation outcomes and SFP Group to consider
preparations for State of District event. financial position for 2006/07
in light of revised plan.
State of District Event,
involving public,
youth, partners and
Members.

October State of District Debate by Members about the outcomes from September event,
reaching conclusions about what changes should be made to a revised Corporate Plan
for 2006/07 as a result.

November | Use Babergh Matters to | Officers work on the SFP Group work with
advise and consult detailed revised Corporate | officers to deliver a budget
public on outcome of | Plan and Service Plans for | which reflects the Corporate
State of District 2006/07 in the light of the | Plan changes approved on 18

decisions on 18 October. October and the Financial
Strategy.
December Joint meeting of Overview &
Scrutiny Committees make
recommendations to Strategy
Committee on budget
2006
January Strategy Committee to consider draft revised Corporate
Plan and Budget for 2006/07.

February Overview and Scrutiny Committees scrutinise draft revised
Corporate Plan and Budget.
Strategy recommends revised Corporate Plan and Budget.
Council approves revised Corporate Plan and Budget.

March Council Tax Booklet Plans included in Staff
reports outcome. Targets.

May Use Babergh Matters to

inform public, and tell
partners.




Budget Report



BABERGH DISTRICT COUNCIL

FROM: Strategy Committee REPORT NUMBER

TO:

Council DATE OF MEETING 23 February 2006

GENERAL FUND BUDGET AND COUNCIL TAX

1.1

2.1

3.1

3.2

SUMMARY

As a result of a rigorous exercise to identify savings and additional income, and a good
provisional grant settlement, it is possible to deliver the Council’s service priorities and
Corporate Plan whilst at the same time achieving the Council’s Financial Strategy of a Council
Tax increase at the rate of inflation for 2006/07.

RECOMMENDATIONS

The Committee recommends to Council:

(a) Council Tax be increased by 2.7% for 2006/07 and the attached General Fund revenue
and capital budgets be approved.

(b) The CAST budget and funding arrangements as summarised in the table in Paragraph
4.11 be approved, on the understanding that any costs will only be incurred with the
agreement of full Council and with regular six monthly reviews of the position by full
Council.

(c) The revised General Fund charges are implemented with effect from 1 April 2006.

(d) The amendments to the staffing establishment set out in paragraph 4.23 of this report.

(e) The prudential indicators for capital finance and treasury management set out in
Appendix 6 of this report.

(f) Where expenditure is included within the approved budget, the S151 officer, be
empowered to:-

- Vary the timing of revenue and capital payments from the current financial year to
2006/07 or vice versa in accordance with Financial Regulations and Council
resolutions.

- Vary the method of financing capital schemes, if he is satisfied that it is in the
financial interest of the Council to do so.

FINANCIAL IMPLICATIONS

The General Fund budget determines the level of service provision, Council Tax and charges
for the coming year.

The proposed budget enables the Council to meet its Financial Strategy and increase Council
Tax by the rate of inflation of 2.7% for 2006/07.



4.1

4.2

4.3

4.4

KEY INFORMATION

During the year there has been an integrated approach to the review of the Corporate Plan,
consultation and the formulation of the budget for 2006/07. The Service and Financial
Planning Group worked closely with officers over several months to arrive at proposals which
support the development of the Council’s priorities and the delivery of the Corporate Plan,
whilst at the same time achieving the Council’s Financial Strategy of doing its best to achieve
a Council Tax increase at the rate of inflation. The group’s budget proposals were supported
by the Overview and Scrutiny Committees at a joint meeting on 12 December, and are
included in this budget.

Revenue Budget

The General Fund Revenue Budget is attached to this report. It shows the budget for
individual services and a summary of the overall position. It reflects the Council’s aim of a
Council Tax increase at the rate of inflation of 2.7% for 2006/07. That was the annual
increase in the Retail Price Index in September, which is used by the Government to increase
state pensions and business rates, and which has been used by the Council in previous years as
the inflation measure.

A brief summary of the change in the budget from 2005/06 to 2006/07 is set out below:-

2005/06 2006/07
£000 £000
e Net revenue expenditure 8,961 10,000
e Use of reserves -353 -574
e Deficit on Collection Fund/prior year grant adjustments 26 26
8,634 9,452
e Government Support -4,801 -5,511
e Council Tax payers 3,833 3,941
e Council Taxbase (Band D equivalents) 32,090 32,123
e Council Tax for Band D property £119.45 £122.68
e Council Tax increase 3.6% 2.7%

The explanation for the increase in net revenue expenditure is set out in the table below and
in the accompanying appendices, which are referred to in the table. Of particular note are:-

e The level of commitments (Appendix 1), which includes a reduced recycling contribution
from Suffolk County Council of £140,000 and the additional cost of free concessionary
travel from 1 April 2006 of £354,000 (which is matched by additional Government Grant).

e Savings and additional income (Appendix 3) of £678,000, which enable the Council to
incur additional expenditure of £257,000 on service priorities (Appendix 2).

e The inclusion of the revenue costs of the CAST project (Appendix 4), which it is proposed
should be met from reserves and which is the subject of a separate section in this report.



4.5

4.6

4.7

4.8

4.9

See Appendix Reason for Change in Budget £000
e Net revenue expenditure 2005/06 8,961
e Inflation +314
1 e Commitments +811
2 e Service priorities +257
3 e Savings and additional income -678
4 e CAST project +350
e Other variations -15
e Net revenue expenditure 2006/07 10,000

As regards the proposed use of reserves there are two elements:-

e General use of £224,000, which is £36,000 less than the provision of £260,000 for 2006/07
in last year’s Financial Strategy.
e The CAST project funding of £350,000, which is explained more fully later.

Finally, the announcement of Government Support of £5,511,000 is better than expected.
There are two elements to the increase:-

e Reimbursement of the estimated additional cost of the Concessionary Fare Free Travel
Scheme from 1 April 2006 of £354,000.

e A general 7.4% increase in grant of £356,000. That is the result of the Government setting
a minimum increase of 3% for all District Councils and then giving the Council a further
£195,000 of the £385,000 due to the Council under the grant formula. A further £80,000 of
the outstanding amount of £190,000 will be paid in 2007/08 with a provisional
announcement of Government Support for that year of £5,836,000 (a 5.9% increase).
There are a number of reasons for this increase, but the most significant is still the use of
an accurate population figure for the district based on an update of the 2001 census.

General Fund Reserves

The Council has adopted a clear strategy of maintaining adequate levels of reserves and a
prudent approach to their use. The intention is that there should be a carefully phased
reduction in the use of reserves with a view to reserves being reduced to £1.2m over a number
of years and that level of reserves then not being reduced any further. In addition, it was
decided last year that part of the reserves should be earmarked for investment in the
Transformation Agenda (£250,000) and Capital Projects (£300,000).

Since then the position on reserves has improved largely as a result of additional investment
income in both 2004/05 and 2005/06. There was a net saving in 2004/05 of £250,000, after
allowance for underspending to be carried forward into 2005/06, and the Committee proposes
that this addition to reserves should be earmarked for use on the CAST project together with
the £250,000 already earmarked in reserves for the Transformation Agenda.

A summary of the revised position on reserves and how they might be used over a number of
years is set out below. This shows a distinct improvement over the position a year ago in that:-

e More can be invested in the Transformation/CAST agenda.

e More can be earmarked for future capital projects, which will reduce the need for
borrowing.

e The phased use of reserves can continue for a further year with less of a reduction in the
use of reserves between years. That will ease the pressure slightly on future Council Tax
increases.



4.10

4.11

4.12

4.13

Use of Reserves £000

Estimated reserves at 31 March 2006 2,710
Earmarked for transformation agenda/CAST -450
Earmarked for future capital projects -500
1,760

Phased general use of reserves:
2006/07 -220
2007/08 -170
2008/09 -110
2009/10 -60
Projected balance at 31 March 2010 1,200

CAST Project

On 15 September the Committee asked the Service and Financial Planning Group to consider an
Outline Plan and options for the CAST Project for 2006/07. The Committee recognised that
there is an investment cost for this project, which covers Customer Access, Business Process
Re-engineering (BPR) and Organisational Development, and suggested that “the remaining
£200,000 in the General Fund Reserves for the Transformation Agenda (after £54,000 had been
approved for expenditure in 2005/06) and the additional £250,000 in the General Fund Reserves
be considered as possible sources of funding for any proposals for expenditure in the 2006/07
budget”.

As a result officers have produced their best estimate at this stage of the additional capital and
revenue costs for this project over the next three years. The detailed assessment, which has been
considered and accepted by the CAST Project Board, the CAST Group, the Service and
Financial Planning Group and the Overview and Scrutiny Committees is attached at Appendix
4. The position both in terms of cost and the availability of funding has been summarised in the
table below:-

2006/07 2007/08 2008/09

£000 £000 £000

Capital Costs 385 296 286
Revenue

- Costs 616 617 665

- Projected Savings from BPR -150 -450 -750

Net cost or saving 466 167 -85

Met by Housing Revenue Account -116 -42 +21

Met by General Fund 350 125 -64

Use of General Fund Reserves -350 -96 -

Effect on General Fund/Council Tax - +29 -64

The revenue costs shown above include the cost of financing the capital expenditure.

It is recommended that these budgets and funding arrangements be approved on the
understanding that any costs can only be incurred with the agreement of full Council and that
there will be regular reviews of the position every 6 months by full Council. There will be
regular updates on the budget and the streams of activity — Customer Access, BPR and
Organisational Development — to the CAST Programme Board who will report to the Strategy
Committee, who will make recommendations to full Council.

Review of Charges

Charges have been reviewed in the light of the Council’s Strategic Charging Policy and the
proposed charges for 2006/07 are attached as part of the draft budget.

4



4.14

4.15

4.16

4.17

4.18

Capital Programme

The proposed General Fund Capital Programme is enclosed with this report, and is summarised
below. It combines the existing Capital Programme with any new service priority bids (in bold

type) which are considered to support the Council’s priorities.

Service Area 2006/07 2007/08 2008/09

£000 £000 £000

OD, ICT and E-Government (see Notel) 856 728 592

Planning and Economic 162 148 8

Development/Environmental

Leisure and Community Services (see Note 2) 220 168 2,338

Private Sector Housing 686 1,120 752

Other 180 138 189
2,104 2,302 3,879

Notes

(1) The ICT/E-Government proposals reflect the Council’s priority for improved Customer
Access and the Transformation Agenda; and, the E-Government Steering Group’s
recommendations and prioritisation. The Service and Financial Planning Group accepted the
suggested prioritisation and deleted the lowest priority “desirable” items totalling £439,000
over the three year period on the basis that if they become “essential” in future years they
can be brought back to the Council with a new business case.

(2) The most significant uncommitted item is for the possible replacement of Hadleigh
Swimming Pool with £30,000 in 2006/07 for a feasibility study and £2,000,000 in 2008/09
for a possible start on construction. Discussions have been held with Hadleigh Town
Council about possible sources of funding. These discussions are ongoing and include
possible capital contributions from land and property sales and revenue contributions from
both parties.

As regards the financing of the Capital Programme, there will be a need to borrow again in
future years. That was always anticipated as other sources of capital finance, and particularly
income from the sale of Council houses falls; and, as the Government reduces the proportion of
those receipts that the Council can spend.

There will of course be a revenue cost of prudential borrowing in future years which will put
pressure on future years’ budgets. But without borrowing the Council will have a very restricted
General Fund Capital Programme.

The prudential code for capital finance requires Councils to set a range of indicators in relation
to capital expenditure, borrowing and the impact on Council Tax and Council Housing rents.
The indicators for the next three years are set out in Appendix 6, which also sets limits relating
to the Treasury Management Strategy.

Budget Risk Assessment

These budgets have been formulated on the basis of a careful assessment of the likely level of
expenditure and income required to meet the Council’s priorities and Corporate Plan. However,
the position can change and be affected by outside factors and a Budget Risk Assessment is
attached at Appendix 5.



Consultation on Council Tax

4.19 In September the public who attended the three Residents Forums were asked for their views on
the balance between service provision and changes in the level of Council Tax. The same
questions were asked as part of the Babergh Matters! Consultation in November and the views
of the 5,800 residents who responded are set out below:-

e No increase in Council Tax, but with reductions in services. 27%

e Council Tax increases at the rate of inflation, with possibly some reduction in 44%
services.

e Council Tax increases slightly above the rate of inflation to maintain and 29%

improve services.

4.20 As a result of the savings and additional income identified, and the increase in Government
Support, it is possible with this budget to generally maintain and improve services with a
Council Tax increase at the rate of inflation of 2.7% for 2006/07.

Longer Term Projection

4.21 When deciding on the budget and the level of Council Tax for 2006/07, it is useful to do so in
the context of the possible position in the longer term. A great deal of time could be spent on
this exercise, but there will always be considerable uncertainty and so the projection below is a
very general assessment of what might occur.

2007/08 2008/09 2009/10

£000 £000 £000
Base budget from previous year 10,000 10,162 10,414
Inflation +350 +350 +370
Commitments +200 +200 +200
Service Priorities +200 +200 +200
CAST Project -225 -190 -200
PSA Reward Grant +35 - -
Prudential borrowing +30 +100 +100
Savings + Additional Income (required to achieve -428 -408 -381

Council Tax inflation increase)

10,162 10,414 10,703

Use of Reserves -266 -110 -60
Budget Requirement 9,896 10,304 10,643
Government Support -5,827 -6,100 -6,300
Council Taxpayers 4,069 4,204 4,343
Council Taxbase 32,200 32,300 32,400
Council Tax for Band D Property (based on 3% inflation | £126.36 £130.15 £134.05
increase)

4.22 On the basis of this very general assessment, it can be seen that there is likely to be an ongoing
requirement to find savings and additional income of £400,000 a year if service improvements
and an increase at the rate of inflation are to be achieved.

Staffing
4.23 A number of variations in the proposed staffing establishment have arisen as a result of the

service priorities and savings put forward during the service and financial planning process. If
these are approved, the following changes to the 2006/07 staffing establishment will result:-



Additional Staffing Staffing Reductions

e (ustodian for the Land and Property e 2 staff from the introduction of
Gazetteer to ensure sound management Document Image Processing in the
of the Council’s land and property Revenues Division.
database.

e Land Charges — temporary part-time e | fte employee across the Council from
post to maintain performance. the introduction of e-procurement

systems.

e Shared procurement specialist with e Information Officer (funded by E-

Forest Heath and St Edmundsbury Government grant).

Councils on a one-year contract.

e 2 staff in Planning Policy to deal with e 3 staff employed on the production of the
the Local Development Framework and Local Plan.
associated activity.

NB. In addition, the temporary post of
Conservation Officer for the three years to
June 2006 in the Planning Control Division
be made permanent.

4.24 Staffing additions and reductions arising from the CAST project will be subject to further
detailed consideration by the Strategy Committee and the Council.

5. BACKGROUND INFORMATION

1. ODPM Grant Announcement
2. Babergh Matters! Consultation

6. APPENDICES

1. Commitments
2. Service Priorities
3.  Savings and Additional Income
4.  CAST Project
5.  Budget Risk Assessment
6.  Prudential Indicators
CONTACT: Geoff Kistner DIRECT LINE: (01473) 825810

Barry Hunter (01473) 825819

H:\DOCS\Committee\REPORTS\COUNCIL\2006\230206-GF Budget and CTax.doc



APPENDICES TO BUDGET

1) General Fund Revenue Budget — Commitments

2) General Fund Revenue Budget — New Revenue Service Priorities

3) General Fund Revenue Budget — Savings and Additional Income

4) Customer Access & Service Transformation (CAST) Project — financial projection
5) Budget Risk Assessment

6) Prudential indicators under the Prudential Code for capital finance
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Appendix 1

Commitments
Item/Service Area Comments Cost
£000
Environmental Services
Additional refuse Annual allowance under contract 11
properties
Licensing Full-year impact of Licensing Enforcement post in
October 2004, therefore only half-year cost in 16
current budget
Loss of income from old licensing regime in 3.4
respect of public entertainment licences and '
butcher’s licences
Reduced contribution from SCC (collaborative
. funding of £140k plus potential withdrawal of
Recycling MRF discount of £10k agreed at Strategy 150
Committee 9.2.06)
Public conveniences Higher running costs 1.8
Cultural Services
Footpaths Historic budget too low 2.5
Arts & Community Approved increase 2
Development Officer
Dual Use Facilities Approved increase 22
Planning Services
Starter units Base budget does not reflect actual income levels 6
East House Assumes East House not re-let with a loss of
income of £35,000 and some minor repairs & 38
maintenance may be needed
Hadleigh Market £2,000 loss of rent from Hadleigh Market 2
Mapping information i’(a)lgilllel running of systems, therefore temporary 23
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