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ANNEX 3(a)

Assumptions Behind the Medium Term Financial Plan

Inflation

1. The MTFP allows for inflation at 2.5% on pay, 2.0% on non-pay, and 3.0% for Schools block budgets.  Contracts such as Isis Accord and Home to School Transport, where above average inflation applies have also been allocated a higher rate of 3.0%.   In some cases where contract inflation is above the 3.0% allowance, a further allocation has been agreed as a policy plan.  These further allocations total £1.305m for Social & Healthcare and £0.106m for Environment & Economy, both agreed in 2004/05.

2. The Consumer Price Index (CPI), the government’s target measure for inflation, rose to 2.3% in July, up from 2.0% in June and 1.9% in May.  The current CPI level is now above the inflation rate allowed for non-pay, although individual some CPI indicators differ from the 2.3%, for example, in July 2005 the CPI indicator for electricity and gas is 12.3% and –3.1% for telephone services.  

3. As part of the three-year deal agreed in July 2004, the Green Book pay award for 2006/07 has been agreed as 2.95%, effective from 1 April 2006.  The award is subject to a relevant retail price index at October 2005 and may therefore change.  Directorates are required to absorb the unfunded element of the pay award, estimated to be £1.1m in 2006/07.

Ongoing Policy Plans from 2003/04, 2004/05 and 2005/06

4. The MTFP allows for the ongoing effect of the policy plans agreed in 2003/04, 2004/05 and 2005/06.  An analysis by Directorate is shown in the table below, details of each policy plan are set out in Annex 3b.
Directorate
2003/04 Policy Plans *

£m
2004/05 Policy Plans *

£m
2005/06 Policy Plans

£m
Total 

£m

Learning & Culture
0.1
0.7

0.8

Social & Health Care
1.0
1.5

2.5

Environment & Economy
0.8
0.2

1.0

Community Safety
0.1
0.3

0.4

Resources 
-0.8
-0.4
-0.8
-2.0

Strategic Measures
1.0
1.0
-3.7
-1.7

TOTAL
2.2
3.3
-4.5
1.0


* The Directorate figures include the allocation of the Job Evaluation Policy Plans. 

Other Variations agreed in MTFP 

5. The MTFP allows for the ongoing effect of the allowed variations agreed in 2004/05 and 2005/06.  

Directorate
2003/04 & 2004/05 Other Variations

£m
2005/06 Other Variations

£m
Total 

£m

Resources:

Modernisation Fund

Insurance Premiums
-0.6

0.1

-0.6

0.1

Sub-Total Resources
-0.5

-0.5

Strategic Measures:

Capital Financing

Budget Reserve

Developer Contributions

Contribution to Balances

HOPS Reserve

Contribution to revenue 

Use of Contingency
3.3

-1.5

-0.3

-0.1

-0.3
-0.5

0.1

-0.1
3.3

-1.5

-0.3

-0.1

-0.8

0.1

-0.1

Sub-Total Strategic Measures
1.1
-0.5
0.6

TOTAL
1.1
-0.5
0.1

Efficiencies & Savings

6. The MTFP assumes that we will make £5m of efficiencies and savings each year for the period 2006/07 to 2008/09.  In each year the sum available to allocate is dependent on achieving these savings.  This meets with the Annual Efficiency Savings requirements for all Local Authorities to meet efficiency savings targets of 2.5% of their net budget each year up to 2007/08, of which half must be cash releasing.  The cash releasing element for the County Council is approximately £4.1m.

Available to allocate to Council Priorities

7. This represents the budget currently unallocated, which will be allocated out to priority areas during the budget process each year.  

8. As part of the manifesto pledges, the Cabinet have resolved to decrease the level of Council Tax increases compared to those in the published MTFP.  Lower Council Tax increases has a direct effect on the sum available to allocate.  The effects of the agreed lower Council Tax increases on the sum available to allocate are set out in the table below:


Published MTFP
Revised MTFP
Change in sum


Council Tax 
Available to
Available to
Council Tax 
Available to


Increase %
Allocate £m
Allocate £m
Increase %
Allocate £m

2006/07
4.5%
9.5m
4.375%
9.2m
-0.3

2007/08
4.5%
15.7m
4.250%
15.1m
-0.6

2008/09
4.5%
7.5m
4.125%
6.5m
-1.0

2009/10
4.5%
8.3m
4.000%
6.9m
-1.4

Formula Spending Share

9. From the 2004 Spending Review it was assumed that grant would increase by 5% in 2006/07 and 2007/08.  However, it is assumed that the additional funding announced as part of the 2005/06 budget known as Brown’s £1bn, is one off funding and will fall out in 2006/07.  By deducting this one off funding, our grant increase is only a 3.2% increase from 2005/06.  

Balances

10. The MTFP includes the following estimated balances for 2005/06 to 2009/10.  Upon advice of the Head of Financial Services & Procurement and the District Auditor, general balances are being increased and will reach the target of 2% of the budget requirement by 2006/07.

2005/06

£000
2006/07

£000
2007/08

£000
2008/09

£000
2009/10

£000








Estimated Balances at start of year
9,592
12,433
14,738
14,243
14,193

Less: City Schools
-3,625
-3,125
-2,570
-1,994
-1,406

Net Balances at start of year
5,967
9,308
12,168
12,249
12,787








Planned repayment on City Schools 
500
555
576
588
600

Planned additional contributions included in MTFP
4,461
3,555
755
1,200
750

Planned use of balances included in MTFP
-120





Budgeted Change in Balances
4,841
4,110
1,331
1,788
1,350








Total Balances at Start of Year
10,808
13,418
13,499
14,037
14,137








Estimated Use of balances in year
-1,500
-1,250
-1,250
-1,250
-1,250








Estimated Balances at End of Year
9,308
12,168
12,249
12,787
12,887








Balances at start of year as a % of Budget Requirement
1.85%
2.22%
2.12%
2.13%
2.06%
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