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REPORT TO CABINET
27 November 2007

TITLE OF REPORT:
Medium Term Financial Strategy 2008/09-2010/11  
REPORT OF:

Derek Coates, Strategic Director, Finance and ICT  

Purpose of the Report 

1.
To request Cabinet to recommend Council to approve the Medium Term Financial Strategy (MTFS) 2008/09 to 2010/11.


Background

2.
The current MTFS was agreed by Council in December 2006.  This report reviews and updates the principles of the Strategy for Cabinet to make a recommendation to Council on the MTFS for 2008/09 to 2010/11.

Proposal – MTFS 2008/09 to 2010/11

3.
The annual review of the current MTFS has been undertaken against the background of a tight funding settlement for the next three years, which could jeopardise the Council’s sound financial position unless efficiency savings are delivered to allow the Council to deliver its corporate priorities.  This requires the Strategy to reflect:

· The delivery of the Council’s priorities in Vision 2030 and the Corporate Plan

· The Council’s current financial position and outlook.

· The Council’s overall financial strategy, including reserves.

· Internal and external pressures which will influence the Council’s financial position.

4.
The proposed MTFS for 2008/09 to 2010/11 is attached at Appendix 2.  This presents a sustainable financial position over the medium term that will allow resources to be directed towards the Council’s corporate priorities.

5.
The principles which underpin the MTFS remain broadly unchanged, except for principle 6, which reflects current guidance and targets for efficiency savings and principle 7, which now refers to the Corporate Plan.  A new principle 15 has been added for consideration to reflect the need to consider opportunities for collaboration and partnership to support delivery of corporate priorities and improving service efficiency.


Recommendations

6.
  Cabinet is requested to recommend Council to approve the Medium Term Financial Strategy for 2008/09 to 2010/11 including the revised principles set out below:

1)
The overall financial strategy will be to ensure that the Council’s resources are directed to achieving the Council’s six corporate priorities of:

· Building Stronger Communities

-
Empowering Children & Young People

· Empowering Older People & Ensuring Healthier Communities

· Improving Accessibility, Connectivity and Economic Prosperity

· Serving our Customers

· Ensuring a Sustainable Gateshead

2)
The Council recognises that it will not be able to continue to resource current levels of service without putting an extra burden on council taxpayers and will ensure that efficiency savings in non-priority areas are identified and redirected to priority areas.

3)
Overall Council spending should be contained within original estimates.  If, following monthly revenue monitoring, service budgets are projected to exceed original estimates, plans should be prepared setting out the actions required to ensure spending at the end of the year does not exceed original estimates.

4)
The Council will maintain its general reserve at a minimum of 3% of its net budget to cover any major unforeseen expenditure.  The Council will aim to balance its revenue budget over the period of the MTFS without reliance on the use of the general reserve.

5)
The Council will maintain earmarked reserves for specific purposes, which are consistent with achieving its key priorities.  The use of earmarked reserves will be in line with the principles set out in the MTFS and reviewed annually.

6)
The Council will continue to improve its approach to efficiency, value for money and procurement.  It will specifically ensure that targets for efficiency gains equivalent to 3% in cash per annum to the end of 2010/11 are identified, recorded and delivered.

7)
The Council recognises the impact of increases in council tax levels in an area of relatively low income and low wealth (as measured by property values) and will balance the need for council tax increases against the delivery of the Corporate Plan.

8)
The Council will use the service planning process to review its level of fees and charges annually to ensure they are set at an appropriate level in line with the six corporate priorities and take into account comparative levels of charge and ability to pay.

9)
The Council will consider ways in which it can maximise its powers of well-being including the consideration of new charges to maximise income, and trading opportunities.

10)
The Council will consider the use of prudential borrowing to support the capital programme implications of the delivery of its six corporate priorities and will ensure that the cost of borrowing is met from efficiency gains or the agreed use of earmarked reserves.

11)
The Council will continue to contribute to reviews of the local government finance system, both in its own right and as a member of lobbying groups, such as ANEC and SIGOMA.

12)
The Council will ensure that specific school resources earmarked in the Dedicated Schools Grant are distributed in line with the formula for Local Management of Schools and this distribution is regularly reviewed in conjunction with the Gateshead Schools Forum.

13)
The Council’s service planning process will inform the review of the MTFS on an annual basis.  The annual review will include an update of the 3 year budget forecast.

14)
Opportunities for securing external funding to support the Council’s corporate priorities will be sought.  The implications of the cessation or withdrawal of funding will also continue to be reviewed so that options can be considered on the future of funded schemes.

15)
Opportunities for working in collaboration and partnership will be identified and developed where this will support the Council’s corporate priorities and improve service efficiency and delivery.

7.
Cabinet is also asked to note that the Medium Term Financial Strategy will continue to be reviewed annually and the Strategic Director, Finance and ICT, in consultation with the Chief Executive and Group and Strategic Directors, will continue to produce and monitor on an annual basis, a rolling programme of 3 year budget forecasts taking account of the key issues facing the Council.


For the following reasons:

i) to contribute to the good financial management practice of the Council;

ii) to ensure a sustainable budget for the medium to long term.

CONTACT:    Derek Coates     Extension: 3582
PLAN REF: 281











APPENDIX 1


Policy Context 

1.
The proposals in this report support the vision for Gateshead as set out in Vision 2030 and the Council’s Corporate Plan, in particular supporting the priority to ensure a sustainable Gateshead through best use of resources to deliver value for money services and long-term financial stability.

  

Background

2.
The Council’s current MTFS for the period 2007/08 to 2009/10 was approved by Council in December 2006.  The MTFS covers a three-year period and is reviewed annually.

3.
The MTFS is a key part of the Council’s Policy, Service Planning and Performance Management framework, which aims to ensure that all revenue resources are directed towards corporate priorities.  The Strategy describes the financial direction of the Council and outlines the financial pressures over a three-year period.

4.
Medium term financial planning continues to be difficult.  Although the Government is seeking to provide more certainty on resources, the level of funding set out in the Comprehensive Spending Review 2007 (CSR07) suggests a very tight funding settlement for the next three years.  In the shorter term, the Council, in common with most local authorities, continues to be at risk from financial pressures, including pensions, equal pay and waste.  These are considered within the MTFS.

5.
Although the Council’s MTFS for the period 2008/09 to 2010/11 must continue to build upon the existing strategy to ensure resources are redirected to corporate priorities, external pressures also need to be addressed, including the threat of external funding sources coming to an end.

6.
The current MTFS has been reviewed in line with the above issues and updated accordingly.  The MTFS 2008/09-2010/11 is attached at Appendix 2 to this report and presents a sustainable financial position over the medium term, allowing resources to be directed towards corporate priority areas.


Consultation

7.
Consultation on specific budget proposals for 2008/09 has taken place with Councillors, residents and other stakeholders.  This will continue over the next few weeks.  


Alternative Options

8.
There are no alternative options.  

Implications of Recommended Option 

9.
Financial Implications - the financial implications are contained within the MTFS.

10.
Risk Management Implication – the risk implications are contained within Section 14 of the MTFS.

11.
Human Resources Implications   – Nil 
12.
Equality and Diversity Implications – Nil 
13.
Crime and Disorder Implications – Nil 
14.
Sustainability Implications – the MTFS provides a framework for ensuring a sustainable financial position over the medium term. 
15.
Human Rights Implications – Nil 
16.
Area and Ward Implications – Nil 
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