
COUNCIL
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REPORT OF CABINET
A.4
EXECUTIVE’S PROPOSALS - BUDGET AND COUNCIL TAX – 2013/14
(Reference prepared by Karen Neath and Richard Barrett)

PART 1 – KEY INFORMATION

	PURPOSE OF THE REPORT

	To present to Council the Cabinet’s budget proposals including the Council Tax for District and Parish / Town Council Services for 2013/14.


	EXECUTIVE SUMMARY

	The information and recommendations set out in this report reflect the Cabinet’s budget proposals approved for submission to Council at their meeting on 23 January 2013. In accordance with the agreed delegation, the position considered by Cabinet on 23 January 2013 has been updated to reflect the necessary changes to the figures associated with the new Business Rates Retention scheme following the approval of the National Non Domestic Rates return by the Finance and Asset Management Portfolio Holder on 30 January 2013. This has not had an impact on the overall net budget position previously considered. 

For 2013/14, the Cabinet’s budget proposals set out a capital programme totalling £1.889m and a Council Tax requirement of £6.272m (net revenue budget totalling £22.821m) 
The overall revenue budget reflects a 0.5% band D council tax decrease for this Council’s services in 2013/14. 
The budget recommended by Cabinet for approval by Council includes only the District and Parish elements of the Council Tax rather than those from the major precepting authorities. The formal approval of the ‘full’ Council Tax levy for the year, including the precepts from Essex County Council, the Police and Fire Authority, is delegated to the Council Tax Committee which is due to meet on the 21 February 2013.
In addition to the above and subsequent to Council approving the level of Council Tax Discounts for 2013/14 at its meeting on 27 November 2012, revised regulations have been published that prescribe further details around the terminology of the discounts that can be given. Although not changing the level of discounts previously agreed by Council on 27 November 2012, for clarity and completeness the revised position has been set out below along with an associated recommendation.




	RECOMMENDATION(S)

	a) In respect of the Budget and Council Tax 2013/14:

That having had regard to the Chief Finance Officer’s (S151 Officer) report on the Robustness of Estimates and Adequacy of Reserves in accordance with the requirements under Section 25 of the Local Government Act 2003, and having taken account of the responses to the budget consultation process the Council approves the budget proposals (based on a 0.5% band D council tax reduction for district services) and agrees:

i) That the total net revenue budget for 2013/14 be set at £22.821m and revised net budget for 2012/13 of £17.576m (a council tax requirement of £6.272m and £7.641m respectively excluding parish precepts).
ii)
That the capital programme be approved totalling £1.889m in 2013/14.
iii)
That the detailed budgets be as per the Cabinet’s budget proposals of 23 January 2013 updated for the final Formula Grant settlement when received from the Government, which if different to that included will be adjusted against the Contingency Budget / Fit for Purpose Budget for 2013/14 accordingly.
iv)
The calculation of the Council’s Council Tax requirement, Special Expenses and Parish/Town Council precepts, as set out at Appendix C. (This includes but is not limited to the contrary resolution in paragraph b) of that appendix).
v)
The Council Tax for District and Parish/Town Councils’ services as at Appendix F and that these are the amounts to be taken into account for the year in respect of the categories of dwellings listed in different valuation bands. 

vi)  That subject to the above, if budget adjustments are required following the late notification of further external / grant funding then in consultation with the Finance and Asset Management Portfolio Holder, the related expenditure budgets are adjusted accordingly with no net impact on the budget requirement or Capital Programme set out above. 
vii)  That Council notes the revised terminology in respect of the Council Tax Discounts previously agreed for 2013/14.



PART 2 – IMPLICATIONS OF THE DECISION

	DELIVERING PRIORITIES

	Careful planning to ensure financial stability underpins the Council’s capacity to achieve the objectives set out in the Corporate Plan and Community Strategy. Individual elements of the Financial Strategy are risk assessed against the aspirations of the Council, as well as statutory service requirements. The approach for 2013/14 builds on previous successful financial planning and is key to the Council’s aim to deliver sustainable and joined up services to everyone in the District. This is particularly important in the current climate when resources are scarce and the Council will need to focus even more on identifying and funding its key priorities.

This report will have direct implications on the Council's ability to deliver on the commitments, objectives and priorities set out in both the Corporate Plan and the Community Strategy up to 2016.  It will particularly impact on the speed with which the Council can deliver its priorities, rather than the priorities themselves.


	FINANCE, OTHER RESOURCES AND RISK

	Finance and other resources
The financial implications are fully considered in the body of the report. 

Although the availability of financial resources is a key component in the delivery of services there will also need to be appropriate input of other resources such as staffing, assets, IT etc. 

Risk
There are clearly risks associated with the Strategy. The actions to achieve a fully funded budget, including limiting budgets to 2010/11 spending levels and restricting cost pressures, give rise to the potential for items that have not been funded to emerge or for increases in income etc. not to materialise in reality. This is particularly so given the current economic climate, the reductions in the availability of public sector funding, the Government’s programme of change for Councils’ services and the impact on the Council’s core funding streams from changes to business rate distribution and council tax.

In view of the above it is important that the Council has a sufficient level of uncommitted reserves set aside to support the approach identified in this Strategy. An uncommitted reserve of £4m (including the £1.6m minimum working balance) has been approved previously to insure against the eventuality of pressures on the budget through additional unexpected expenditure or removal of funding. The level of reserves has been revisited in light of the risks identified as part of the Financial Strategy and the figure of £4m (including the £1.6m working balance) is still deemed to be sufficient. However against the back cloth of the continuing overall reduction in the Council’s net budget, the level of uncommitted reserves will be reviewed to enable further consideration of the appropriate level going forward as part of the 2014/15 Financial Strategy and budget setting processes.


	LEGAL

	The current arrangements for setting and agreeing a budget and for the setting and collection of council tax are defined in the Local Government Finance Act 1992. The existing legislation defining the arrangements for charging, collecting and pooling of Business Rates is contained within the Local Government Finance Act 1988. These have both been amended as appropriate to reflect the introduction of the Local Government Finance Act 2012.

The Local Government Finance Act 2012 received royal assent on 1 November 2012. This provides the legislative framework for the introduction of the Rates Retention Scheme and the Localisation of Council Tax Support.

The Calculation of Council Tax Base Regulations 2012 set out arrangements for calculation of the council tax base following implementation of the Local Council Tax Support Scheme. The new arrangements will mean that there will be a lower tax base for the district council, major preceptors and town and parish councils. Government is providing funding to cover the resulting loss in council tax revenue. 
The Localism Act 2012 introduced legislation around the right of veto for residents on excessive Council Tax increases.



	OTHER IMPLICATIONS

	Consideration has been given to the implications of the proposed decision in respect of the following and any significant issues are set out below.

Crime and Disorder / Equality and Diversity / Health Inequalities / Area or Ward affected / Consultation/Public Engagement.
These implications have no impact on the budget itself. However, they are taken account of in the delivery of individual services and projects.




PART 3 – SUPPORTING INFORMATION

	2013/14 BUDGET  PROPOSALS

	On 23 January 2013 the Cabinet considered the following two reports:-

A.2 
THE RESPONSE TO THE CABINET ON THE REVISED FINANCIAL STRATEGY FOR 2013/14 AND BEYOND AND INITIAL BUDGET PROPOSALS FOR A REVISED BUDGET 2012/13 AND ORIGINAL BUDGET FOR 2013/14 BY THE CORPORATE MANAGEMENT COMMITTEE.

Cabinet resolved (minute 77 refers):

That the responses of the Finance and Asset Management Portfolio Holder to the comments of the Corporate Management Committee be agreed. [For information, the comments of the Finance and Asset Management Portfolio Holder are set out in full within minute 77]


A.7 
FINAL GENERAL FUND REVENUE BUDGET AND CAPITAL PROGRAMME 2013/14 

Cabinet resolved (minute 82 refers): 
(a) following the revised arrangements in respect of the council tax income from second homes; the Corporate Director (Corporate Services), in consultation with the Finance and Asset Management Portfolio Holder, be authorised to enter into any associated agreements whereby 25% of additional income from second homes and other discounts and exemptions will be passed over to Tendring District Council by the major precepting authorities;

(b) if the financial position changes prior to Council considering the budget on 12 February 2013; the Corporate Director (Corporate Services), in consultation with the Finance and Asset Management Portfolio Holder be authorised to adjust the Fit for Purpose budget/Contingency Budget as required; 

(c) the Corporate Director (Corporate Services), in consultation with the Leader of the Council/Finance and Asset Management Portfolio Holder, reports directly to Council in respect of the formal draft resolutions necessary to implement the Cabinet’s budget proposals together with any late information or notifications received from the Department for Communities and Local Government etc. as may necessarily affect the budget, which include the budget changes needed to correctly present the new requirements associated with the changes to the Local Government Finance Settlement, such as those concerning the new business rates retention approach and the Local Council Tax Support Scheme;

(d) should further staffing changes be required following the Fundamental Service Reviews, the use of the £0.300m provision set up to support such changes be delegated to the Chief Executive, in consultation with the Leader of the Council;

(e) up to £0.100m is earmarked from the 2012/13 Contingency Budget to meet any potential contributions required from this Council in accordance with the associated Municipal Mutual Insurance ‘Scheme of Arrangement’;

(f) the use of the Waste Collection Support Scheme Grant to deliver waste and other environmental initiatives in accordance with the bid to the Department of Communities and Local Government be delegated to the Corporate Director (Public Experience), in consultation with the Environment and Coast Protection Portfolio Holder.

(g) Officers undertake a review of the future level of uncommitted reserves to enable further consideration of this item as part of the Financial Strategy and budget setting process for 2014/15.

RECOMMENDED TO COUNCIL that

(h) having considered the comments from the Corporate Management Committee and the responses from the budget consultation activities undertaken, the following final budget proposals be made (based on a 0.5% reduction in a Band D Council Tax for District services);

(i) the detailed budgets, as per Appendix ‘A’ to item A.7 of the Report of the Finance and Asset Management Portfolio Holder, be approved (subject to any presentational changes arising from the new Business rate Retention Scheme) which provide for a Council Tax Requirement for 2013/14 of £6.272m (£7.641m for 2012/13) (excluding parish precepts);

(ii) Council agrees and formally approves:-

(a) the specific recommendations, calculations and other matters in respect of the Council’s requirements, Special Expenses and Parish/Town Council precepts as set out in Appendix ‘C’ to the above report (this includes but is not limited to the contrary resolution in paragraph (b) of that Appendix).

(b) the Council Tax for District and Parish/Town Councils, as set out in Appendix ‘F’ of the above report.




	CHANGES SUBSEQUENT TO THE CABINET’S PROPOSALS OF 23 JANUARY 2013

	At the time of printing the final grant settlement from the Government had yet to be received. Historically the final figure has not been significantly different to the draft figures, so if the final settlement differs to the amount currently included in the budgets, then it is proposed that a corresponding adjustment is made to the Contingency Budget / Fit for Purpose Budget with no impact on the Council Tax Requirement of £6.272m. 
In accordance with the agreed delegation, the position considered by Cabinet on 23 January 2013 has now been updated to reflect the necessary changes to the figures associated with the new Business Rates Retention scheme following the approval of the National Non Domestic Rates return by the Finance and Asset Management Portfolio Holder on 30 January 2013. The changes have been largely presentational (based on guidance from CIPFA) although the overall outcome reflects a more favourable and modest position of £0.084m. This amount has been set aside in a revenue reserve to enable the full impact of the new local business rate retention approach to evolve over 2013/14, which results in no overall net impact on the budget in 2013/14. This proposed way forward provides a cautious and robust approach which will be monitored over the course of the year.

In terms of the presentational changes mentioned above, the tariff / levy payments due to the Government are now shown separately within the total net budget amount rather than netted off the income from the locally retained share of business rates as previously shown. Table 1 below highlights this change with the Council Tax requirement remaining unchanged at £6.272m for this Council’s services in 2013/14. 
There have been no further changes required to the budgets. 



	BUDGET SUMMARIES

	The revenue budget and capital programme are summarised below. In respect of the revenue budget, this is based on a Band D Council Tax reduction of 0.5% for this Council’s services in 2013/14. 
Table 1 – General Fund Revenue Budget - 2012/13 Revised and 2013/14 Estimates

2012/13

Original

£m

2012/13

Revised

£m

2013/14

Original

£m

Net Cost of Services
17.792
26.513
18.602
Revenue support for capital investment
0.276
1.275
0.881
Financing items
(0.745)
(0.851)
(0.958)
Business Rates – Tariff and Levy

0

0

5.175
Net Expenditure
17.323
26.937
23.700
Contribution to /(from) Reserves
0.061
(9.361)
(0.879)
Total Net Budget
17.384
17.576
22.821
Locally retained share of Business Rates
0

0

(9.678)

Formula Grant / Revenue Support Grant
(9.663)
(9.855)
(6.720)
Collection Fund Surplus
(0.080)
(0.080)
(0.151)
Council Tax Requirement (for Tendring District Council)
7.641
7.641
6.272
Parish Precepts
1.494
1.494
1.287
Council Tax Requirement (as per Requisite Calculations)
9.135
9.135
7.559
Table 2 – Capital Programme - 2012/13 Revised and 2013/14 Estimates

2012/13
Original Budget
2012/13 Revised
Budget
2013/14
Original
Budget
£m

£m

£m

EXPENDITURE 

4.322
6.000
1.889
FINANCING
External Contributions

0.076
0.076
0
S106
0.208
0.338
0.012
Insurance Claim
0.009
0.009
0
Leasing

0.206
0.206
0.206
Government Grants

1.520
3.043
0.690
Capital Receipts
1.053
1.053
0.100
Direct Revenue Contributions
0.151
0.176
0.121
Earmarked Reserves

1.099
1.099
0.760
Total Financing

4.322
6.000
1.889



	ROBUSTNESS OF THE ESTIMATES AND ADEQUACY OF RESERVES

	The report Final General Fund Revenue Budget and Capital Programme 2013/14 considered by Cabinet on 23 January 2013 set out the Chief Finance Officer’s (S151 Officer) report on the Robustness of the Estimates and the Adequacy of the Reserves as required by section 25 of the Local Government Act 2003. The relevant extract from the report is attached at Appendix A. Taking into account all the relevant issues the estimates can be considered as robust and are supported by adequate reserves.




	COUNCIL TAX DISCOUNTS 2013/14

	At its 27 November 2012 meeting, the Council considered the level of Council Tax discretionary discounts.

Council resolved (minute 62 refers):

That for the 2013/14 financial year: 

1. In respect of Council Tax discounts:-

(a) Where a property is unoccupied, unfurnished and either needed, or his having major repairs and/or structural alterations a local discount of 100% under Section 11A of the Local Government Finance Act 1992, for up to one year, be applied;

(b) Where a property is unoccupied and unfurnished, a local discount of 0% under Section 11A of the Local Government Finance Act 1992, for up to 6 months, resulting in a 100% charge, be applied;

(c) Where a property is unoccupied and unfurnished for more than six months, a 0% discount resulting in a 100% charge, be applied;

(d) Where a property is unoccupied and furnished a 0% discount resulting in a 100% charge be applied.

Subsequently to the above, revised statutory requirements have been published which prescribe the wording associated with the discounts that comes into force from 1 April 2013. Although the revisions do not change the original discounts agreed, for clarity and completeness the revised wording associated with each discount is set out below. Classes of dwelling have now been maintained by the Government for the purposes of agreeing discounts which is contrary to the original expectation as set out in the report to Council on the 27 November 2013. A recommendation is included above to note the revised terminology for the discounts for 2013/14 based on the following:
Discount Agreed by Council 27 November 2013

Revised Requirement / Wording 

Under the Council Tax (Prescribed Classes of Dwellings) regulations the following discounts will apply for the 2013/2014 financial year:-

(a) Where a property is unoccupied, unfurnished and either needed, or his having major repairs and/or structural alterations a local discount of 100% under Section 11A of the Local Government Finance Act 1992, for up to one year, be applied;
Class D – Unoccupied and unfurnished requiring major repairs or alterations.

(a) which satisfies the requirement set out in the regulations unless it has been such a dwelling for a continuous period of twelve months or more ending immediately before the day in question;

(b) the requirement referred to in paragraph (a) is that the dwelling is vacant and—

(i) requires or is undergoing major repair work to render it habitable, or

(ii) is undergoing structural alteration; or

(iii) has undergone major repair work to render it habitable, if less than six months

have elapsed since the date on which the alteration was substantially completed and the dwelling has continuously remained vacant since that date;

(c) for the purposes of paragraph (b) above “major repair work” includes structural

repair work.

100% discount
(b) Where a property is unoccupied and unfurnished, a local discount of 0% under Section 11A of the Local Government Finance Act 1992, for up to 6 months, resulting in a 100% charge, be applied;
Class C – Unoccupied and substantially unfurnished dwellings.

0% discount

(c) Where a property is unoccupied and unfurnished for more than six months, a 0% discount resulting in a 100% charge, be applied;
(d) Where a property is unoccupied and furnished a 0% discount resulting in a 100% charge be applied.
Class A – Unoccupied and furnished dwellings with a planning restriction preventing occupation for at least 28 days. 

0% discount (on the days when the property cannot be used due to a planning restriction an exemption is allowed under Class G).

Class B – Unoccupied and furnished dwellings without a planning restriction preventing occupation for at least 28 days. 

0% discount 




	BACKGROUND PAPERS FOR THE DECISION

	Working papers held in accountancy



	APPENDICES

	Appendix A
Extract from Cabinet report 23 January 2013 setting out the Chief Finance Officer’s (S151 Officer) report on the Robustness of the Estimates and the Adequacy of the Reserves

Appendix B
Special Expenses 2013/14
Appendix C
Requisite Budget Calculations 2013/14
Appendix D
Calculation of District and Parish / Town Council Taxes for All Areas 2013/14
Appendix E
Collection Fund - District Services and Parish Precepts 2013/14

Appendix F
District and Parish/Town Council Tax Amounts 2013/14. (excludes Council Tax amounts for County, Fire and Police services 2013/14 which will form part of the final Council Tax setting process via the Council Tax Committee )

Appendix G
Calculation of Estimated Surplus on the Collection Fund for 2013/14



APPENDIX A
Extract from Cabinet Report 23 January 2013

	Robustness of Estimates and Adequacy of Reserves – Report under Section 25 of the Local Government Act 2003. 

	As part of the requirements set out in legislation, the Chief Finance Officer (S151 Officer) must report to Council as part of the budget process on the following two matters: 

Robustness of the Estimates 

The budget estimates for 2013/14 have been prepared within the framework of a risk based Financial Strategy process. Clear rationale has been stated surrounding the formulation of the 2013/14 budget which is supported by reserves. This position has been further supported by a programme of actions, including the fundamental service review (FSR) process, which has contributed substantially to delivering a robust and sustainable financial position.  The budget also includes a provision to support the FSR process along with utilising the Contingency and Fit for Purpose budgets and maintaining reserves to ‘underwrite’ risks and uncertainties that are inherent within the budget setting processes. The budget has also taken account of the outturn position for 2011/12 and responded to budget pressures such as those associated with reduced income in the current economic climate. 

The need to continue with a planned budget reduction programme is recognised and has been brought into sharp focus by the prospect of continuing reductions in public sector funding.

In respect of the 2013/14 budget, work has been undertaken in association with services to produce detailed budgets that are to a large extent effectively cash limited to 2010/11 spending levels.

2013/14 also sees the introduction of changes to the Government’s formula grant approach with the new business rates retention model injecting additional local risk into the budget setting process along with the Local Council Tax Support Scheme (LCTSS). Work has been undertaken to address the potential risks these significant changes have introduced with robust estimates of their impact and the collection rate that is likely to be achieved under the LCTSS arrangements.

It is recognised that there are risks inherent within the strategy and corresponding detailed estimates. However, action has been taken to mitigate these risks as far as possible. As previously mentioned, the budgets have been prepared against the background of a continuing and challenging economic climate resulting in on-going reviews of significant budgets within this context especially those that are more volatile in nature such as income and interest rate forecasts. These significant areas of risk will be closely monitored throughout the year. 

Within the Financial Strategy framework there is Cabinet involvement at various stages in addition to a comprehensive review and associated input from the Corporate Management Committee. 

Regular and comprehensive monitoring of the budget will be undertaken during 2013/14 as part of the Corporate Budget Monitoring process so issues can be identified and action can be taken at the earliest opportunity if and when appropriate.

The proposed budget resulting from this process is therefore robust and deliverable and is supported by reserves with further details below.

Adequacy of the Reserves 

An integral part of the Council’s overall strategy is that the level of reserves is sufficient to support identified risks along with supporting a sustainable budget position in the longer term.  The level of uncommitted reserves forecast at 31 March 2014 is £4.000m including the minimum working balance of £1.600m. All of the reserves are regarded as adequate.
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