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Business Plan 2006/07 – 2008/09

Report by Director of Corporate Services

	Summary:
This report explains the intention to prepare a three year Business Plan, and sets out a number of general financial principles to guide the Authority in the development of the Plan, together with a forward plan for arriving at a balanced General Account budget by 2009/10.


Progress is also reported on the preparation of the General Account budget for 2006/07.  The implications of a 0% grant settlement are set out in the report.

Recommendations:

(i) That members endorse the general financial principles and forward plan as set out in paragraph 2.2 and Appendix 1 respectively.

(ii) That the General Account budget for 2005/06 (revised) and 2006/07 be considered by the Authority at its meeting on 24 March 2006.

(iii) That the draft Business Plan for 2006/07 – 2008/09 be considered by the Authority at its meeting on 19 May 2006.

(iv) That the views of the Member Working Group be sought in developing these proposals.



1
Introduction

1.1
The Authority’s Performance Assessment Report confirmed the need, already identified by the Authority in its own Self-Assessment, to develop a three year Business Plan. The Review Team report stated (para 5.10):


‘Whilst the Authority manages its overall budget well, there are aspects of financial management that could be improved. More needs to be done to sharpen the system of controls, budget monitoring and final accounting. There is also a need to link budget decisions to delivery through a medium term financial plan, to consider maintenance and renewal funding for significant assets and to provide a clearer member overview for high level financial issues’

1.2
Officers have started work on developing a Business Plan for the period 2006/07 to 2008/09, and are also working on the General Account budget for 2006/07. It is proposed that the latter will be considered by the Authority at its next meeting on 24 March. The Authority is expecting to receive a 0% grant settlement in 2006/07 and 2007/08, and the implications of this are set out below.

1.3
The draft Business Plan will be considered by the Authority at its meeting on 19 May. It is proposed that this will be a ‘rolling’ three year plan, which will be reviewed and updated annually. It must be published by the end of June 2006, as part of the Authority’s Best Value Performance Plan.

1.4
In both instances the views of the Member Working Group, taking forward the National Park Authority Performance Assessment Improvement Plan, will be sought in developing the proposals.

2.
Business Plan : General Principles

2.1
The Management Team is suggesting that a series of general financial principles be adopted to guide members and officers in the development of the Business Plan, and also in compiling annual budgets.

2.2
These are as follows:

· The Authority will work towards achieving a balanced budget, by not later than 2009/10, whereby income and expenditure approximately match each other year on year (see Appendix 1).

· Reserves will be maintained at a minimum of 5% of gross expenditure for the General Account and 10% of gross expenditure (or £200,000, whichever is the greater) for the Navigation Account.

· The Authority will work towards employee costs of less than 50% of net (core) expenditure, not including fixed-term costs which are funded from external sources.

· Other support service costs will be maintained at less than 15% of net expenditure. (These include all expenditure under the main budget headings Accommodation, Finance, Navigation Tolls, Information Technology, Personnel (excluding Employee Training) and Support Services).

· Non support service operating costs (vehicles and accommodation) costs will be maintained at less than  5% of net expenditure.

· Expenditure will reflect the Authority’s three-yearly priorities.

· Opportunities should be taken to utilise external funding where possible, providing that it relates to priority areas or other key outcomes and that the level of match funding is affordable and reasonable.

(NOTE:
The figures and percentages set out in these principles should be regarded as being indicative only at this stage.  More work is needed in ensuring that they are both robust and achievable – and there may be valid operational reasons why it is appropriate to apply different figures to the General and Navigation Accounts.)


3.
Prospects for 2006/07 – 2007/08

3.1
Defra has indicated that the Authority can expect to receive a standstill grant settlement of £3,933,182 in both 2006/07 and 2007/08, broken down as follows:

	
	£

	
	

	Core grant
	3,708,182

	Access grant
	25,000

	Sustainable Development Fund
	200,000

	
	3,933,182


3.2
The ‘core grant’ incorporates the additional Defra grant of £500,000 per annum for three years – from 2005/06 to 2007/08 – and also the additional grants, first awarded in 2005/06, towards relocating to new office accommodation (£150,000 per annum) and bringing the planning service in-house (£120,000 per annum).

3.3
If the one-off grants are stripped out this effectively equates to a real reduction of about £90,000 in each financial year. In addition the Authority’s total employee costs are likely to increase at a rate significantly above inflation during 2006/07 – for a number of reasons – which compounds the challenge, as does the fact that the Authority is seeking to move from a deficit to a balanced budget over a number of years.

4.
Reserves

4.1
The Authority has already identified the need to achieve a balanced budget. The original General Account budget for 2005/06 was drawn up on the basis of a deficit of £154,000 (i.e. expenditure exceeded income by this amount). This is clearly not sustainable in the long term.

4.2
Appendix 1 below sets out a proposed financial plan for bringing the General Account into balance by 2009/10. Ideally we should seek to achieve this over a shorter period; in practice this may be unrealistic in view of the grant settlement.

4.3
It is fortunate that the Authority has prudently built up its Reserves in expectation of a difficult period ahead, and knowing that additional costs may be incurred in relocating to new office accommodation and bringing the planning service in-house.

4.4
In projecting income for 2008/09 and 2009/10 it has been assumed that the Sustainable Development Fund will be maintained at £200,000 and that other income will increase by 3%. It has also been assumed that the additional grant of £500,000 will be subsumed into the core grant. This is by no means certain; it will be a key priority over the next two years to persuade Defra that this additional amount should be retained and incorporated into the Authority’s core funding.

4.5
The impact of a 0% increase over two years is evident from the table. Actual expenditure will reduce by over £40,000 in 2006/07, even before the effects of inflation are taken into account, and then increase only gradually until 2009/10. It is clear that the Authority will need to be ‘smart’ in its resourcing over this period, that low priority schemes and expenditure will need to be deferred or cancelled, and that fixed employee and running costs will need to be very carefully managed. It is also evident that major new initiatives can only be afforded if they are funded through external sources, and even then only if the element of match funding is not significant. A good example of this is the HLF Bursary Scheme referred to elsewhere in these papers.

4.6
Finally similar details will need to be worked up in respect of the Navigation Account, in order that this too can form part of the three year Business Plan exercise.

5.
General Account Budget

5.1
The Management Team has started work on the General Account budget for 2006/07, having regard to the implications of a 0% grant settlement and the financial projections as set out in Appendix 1, and carried out a preliminary ‘Zero Based Budgeting’ exercise at its Away Day on 9 January.

5.2
A number of decisions were taken at that meeting with a view to managing the budget over the next two years. Opportunities are being taken where they present themselves to reduce employee and other fixed costs, since it is clear that the greater the savings which can be made at this stage, the easier and less painful it will be to manage the budget in 2007/08 and beyond.

5.3
There is also a need to consider to what extent resources should be shifted out of non-priority and into priority areas as identified by the Corporate Assessment; in practice it is likely that opportunities to do this will be limited, in view of budgetary restrictions.

6.
Summary

6.1
The Authority’s core General Account funding will be reduced over the next two to three years as a result of two years of standstill grant settlements. The fact that balances are relatively healthy, combined with the additional Defra grant aid which was awarded in 2005/06, means that key initiatives such as relocating to new offices, bringing the planning service in-house and working towards Government PSA targets are protected. However core funding is likely to be under significant strain during this period and will need to be managed very carefully, and in particular employee and other fixed running costs.

6.2
The Authority needs to prepare a three year Business Plan. The general principles which are set out in this paper, together with the forward plan for arriving at a balanced budget by 2009/10, will help to set a framework both for developing the Business Plan and preparing the General Account budget for 2006/07 and beyond.
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