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Introduction 

I attach for Committee’s approval the updated Financial Plan for the three years 2005/06 to 
2007/08. The Plan reflects the Council’s budget for 2006/07 approved in February 2006, 
incorporating the financial settlement details and budgets within the Spending Review 2004. 

Background 

Three-year Financial Plans were introduced by the Council in 2001 , following the introduction 
of three-year grant announcements by the Scottish Executive. The first Plan covered the 
period 2001/02 to 2003/04 and the second Plan covered the period 2003104 to 200906. 
This Plan continues to build on the experience of three-year financial planning and sets out 
the Council’s financial strategy for the three years from 2005/06 to 2007/08. 

The Scottish Executive provided funding for three years within the 2004 Spending Review 
(SR2004). The grant increases made to local government for 2006-07 and 2007-08 were 
less than in 2005-06. This presented difficulties in planning and providing council services. 
The Minister for Finance and Public Service Reform indicated that he will look at the 2007-08 
settlement with a possibility of additional resources being made available. 

In light of the above, the Council announced its council tax levels for the current year only. 
We await the outcome of the Scottish Executive’s review of the 2007/08 settlement. In the 
meantime, we will continue to develop a detailed budget strategy for the final year of the 
financial plan (2007/08) during 2006107. 

3. Considerations 

3.1 Purpose of the Financial Plan 

The plan sets out the resources available to the Council over a three year period and 
provides the foundation on which the Council can develop its spending plans and priorities. 
The Financial Plan provides a realistic framework to enable the integration of service and 
financial planning, ensuring that plans for service development and growth are firmly 
rooted to the financial resources available. The Financial Plan also facilitates a 
stream I i ned annual budget process. 



3.2 Contents of the Financial Plan 

The key features of the Plan are that it: 
1, is based on currently announced government grant figures. Unlike previous plans, 

however, it does not include indicative Council Tax increases for year 3 following 
the Council decision in February 2006; 

2. details revenue spending projections of f641.247m in 2005106, f660.380m in 
2006107 and f679.740m in 2007108. 

3. Details Capital Planning totals in accordance with the approved 3-year Capital Plan, 
amounting to f64.279m in 2005106, f64.046m in 2006107 and f57.177m in 
2007108. It also sets out the capital budget for Housing of f45.200m in 2005106, 
f46.800m in 2006107 and f43.147m in 2007108; 

4. Reaffirms an ongoing commitment to improve efficiency and details efficiency 
savings for each department for 2006107, with savings to be channelled to fund 
growth in the Council’s key priority areas. Efficiency savings for the following year 
will be developed during 2006107 to include corporate savings in line with the 
Scottish Executive’s Efficient Government initiative; 

5. Recognises the need to continue to improve Council Tax Collection; 

6. Maintains the value in real terms of service charges set by the Council; 

7. Acknowledges that there will always be some uncertainty and that a general fund 
balance of f 8 m  will be retained to ensure financial stability; 

8. Recognises the significant impact of the equal pay agenda and the associated 
tasks of modernising the workforce on the Council’s revenue budgets and cash flow 
management. 

9. Recognises the need develop firm revenue budgets for 2007108 reflecting the 
Scottish Executive’s final decisions on additional resources. 

4. Recommendation 

4.1 Committee is requested to approve the Financial Plan. 

Director of Finance 

For further information please contact John Verrechia on tel. ext. 2518 


