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WARDS AFFECTED        ALL

CABINET

11th FEBRUARY 2013
GENERAL FUND REVENUE BUDGET FORECAST 2013/14 to 2015/16 - UPDATE
REPORT OF THE HEAD OF FINANCE
1
ISSUE

1.1
Cabinet are recommended to consider the outcome of the consultation process and the latest information in order to determine whether to amend its draft budget recommendations.
2
NEED FOR A DECISION

2.1
Cabinet need to determine their final budget recommendations for Budget Council and this report provides an updated financial position.
3
RECOMMENDATION
3.1
Cabinet note the updated position reported in this paper before making its final recommendations in relation to the Revenue Budget for 2013/14 to 2015/16.

4
BACKGROUND

4.1
Cabinet received a revenue budget report at their meeting on the 16th January which set out the expected financial position of the Council over the next 3 years.  This standstill position was the starting point of the budget process.  
4.2
The standstill budget, however, only provides a snapshot of the Council’s agreed expenditure budgets and expected funding levels at a point in time.  It is therefore necessary to update this standstill position to take account of further information that has become available in the meantime in order to inform Cabinet’s final budget recommendations to Council. This information is as follows:-
4.3
Final Revenue Support Grant (RSG) Settlement and Other Grants
Formula Grant

4.3.1
The provisional Local Government Finance Settlement was released on the 19th December for consultation.  Our response to the Government’s proposals highlighted the timing of the settlement, the lack of figures for substantial elements of funding such as the Education Support Grant and the specific impact of grant reductions on the Council.   
4.3.2
The Government published its final settlement on the 4th of February to confirm the main government grants (including Revenue Support Grant) as set out in the provisional settlement.  There has been a minor change to formula funding resulting in a loss of less than £2k.      
4.3.3
The Government had already included in the provisional settlement the allocations of New Homes Bonus for each local authority in 2013/14. For Calderdale the allocation, covering the three year period since the scheme commenced, is £2.409m and this funding was assumed within the consultation budget proposals. The only additional information released in the final settlement concerned the return of the New Homes Bonus top slice.  Government previously withheld £750m of funding from within the Business Rates Retention scheme to fund New Homes Bonus payments to local authorities.  Only £668m of this will now be needed so £82m of the funding is being returned to local authorities during 2013/14.  Calderdale’s share of this £82m will be £313k.  As the return of this top slice was not previously assumed in Cabinet’s consultation budget it is effectively additional funding for Members to use when finalising their budget proposals.   

Education Support Grant (formerly LACSEG)

4.3.4
Further details are not expected on Calderdale’s allocation of Education Support Grant until March 2013.  The forecast currently assumes £2.5m in 2013/14 reducing down in future years as more schools transfer to academy status.  The DfE has already confirmed that it will not be ring fenced so our original assumption that it is available for the financing the Council’s general activities is still valid.  
Adoption Reform Grant
4.3.5
As part of the Business Rates Retention scheme, £150m was top-sliced from local authority Early Intervention Grant funding.  Government recently announced its intention to return this to Councils as an Adoption Reform Grant.  The grant is to help manage the entire adoption process including the provision of specialist support for children affected.  

4.3.6
It is also believed that £50m of the grant will specifically be ring fenced to tackle structural problems with adopter recruitment.  Further details, including Calderdale’s allocation, are awaited but it is assumed at this stage that the grant will need to pay for new activity in adoption and as such is not available support the Council’s general budget. It is understood that the grant is for one year only.
Other Potential Grants

4.3.7
There is the possibility of an additional grant being provided by Government to cover the cost of their Small Business Rates Relief Scheme which was announced in the Autumn Statement.  However, as no formal notification has been received, no account of it has been taken within the forecast.  There is also the possibility of the return of some resources top-sliced for capitalisation although, again, as no formal communication has been received on this, it cannot be assumed as part of the budget process. 
4.4
Levies and Other Bodies

West Yorkshire ITA

4.4.1
The Council’s original standstill budget was based on a freeze in the net ITA levy.  The West Yorkshire Integrated Transport Authority met on the 8th February and formally set their levy for 2013/14 at 2% above last year’s, equivalent to an additional cost to Calderdale of £284k.  Of this additional cost, however, £176k is ring-fenced as an advance contribution to the Leeds City Region Plus Transport Fund.   
Other Contributions and Levies

4.4.2
The Council’s standstill budget also includes an estimate of a number of other levies which for 2013/14 can be seen below.  It should again however be noted that the levels of these levies are yet to be formally set by the bodies concerned.
· Joint Services Committee - £405k 
· Waste Management - £152k 
· Coroners - £259k 
· Environment Agency Levy - £83k 
4.4.3
It has been assumed that any savings generated by levies coming in below the allowance made within the budget would be used towards the Council’s shared services savings target.
4.5
Public Health
4.5.1
Responsibility for Public Health is transferring to local authorities from 2013/14 onwards.  At the time of the provisional settlement the amount of grant transferring to pay for it wasn’t known.  Subsequently, the Department of Health has issued the actual funding allocations, which, for Calderdale, are £9.8m in 2013/14 rising to £10.7m in 2014/15.  As the grant is effectively ring fenced, the increased grant expected will be matched by additional expenditure so the bottom line of the Council’s net budget will remain unchanged following this announcement.   
4.6
Revenue Monitoring and Other Changes
4.6.1
The final revenue monitor of 2012/13 was presented to Cabinet on the 28th January.   This showed an improved position with regards to the expected Children and Young People overspend leading to an estimated increase in balances of £384k in this update compared to Cabinet’s consultation budget.

4.6.2
There are no other changes that need to be taken account of in Cabinet’s final budget, either in terms of one-off balances, adjustments or on-going budgetary commitments, as a result of new Member approvals since the consultation budget was released on the 14th January.
4.7
Collection Fund Deficit
4.7.1
The Collection Fund is a legally separate account kept on behalf of the Council and major precepting bodies (Police and Fire Authorities), and surpluses or deficits are allocated/charged to those bodies.  Currently, due to the number of property revaluations which have been carried out in 2012/13 and the level of the back dated refunds made, the Collection Fund is anticipated to be in deficit by the end of 2012/13.

4.7.2
The previous standstill report showed a contribution of £500k to be brought into the Collection Fund in order to bring it back into balance by the end of 2013/14.  A more up to date estimate is now available so the budgeted contribution required has increased to £565k next year.
4.8
Council Tax and Precepts
4.8.1
The consultation budget assumed that the Calderdale council tax (before precepts) would increase by 2% in 2013/14. The Government has now announced the criteria and baseline figures to enable each authority to determine its maximum council tax increase without requiring a referendum. For Calderdale a 2% increase in council tax should be possible without the need to hold a referendum. 

4.8.2
The referendum criteria are different for major precepting authorities (such as Police and Fire) which are in the bottom quartile spend for their particular class of authority. West Yorkshire Police and Crime Commissioners and the West Yorkshire Fire & Rescue Authority do not set their precepts until later this month but both have the ability to increase their precepts by up to £5 in 2013/14 without having to hold a referendum. If both authorities choose to use this flexibility, the maximum overall council tax increase (including these precepts but excluding parishes’ precepts) in Calderdale would be just under 2.5%.
4.9
Summary
4.9.1
The net effect of the funding changes since the Consultation budget was announced is an increase in funding available of £246k (subject however to any subsequent decisions or announcements) in 2013/14 and £45k in 2014/15. In addition, as a result of the third quarter revenue monitoring report for 2012/13 it is forecast that the balances at the end of this year will be £384k higher than anticipated. 
4.9.2
Additional costs have also been identified since the consultation budget was announced. The Council’s contribution to the Integrated Transport Authority will be £108k more than anticipated in each year due to population changes affecting the allocation of the budget and a contribution of £176k is required to the Leeds City Region Plus Transport Fund. It is currently assumed that other costs associated with the Leeds City Region in 2013/14 (including our contribution to the broadband programme) will be met from within the £300k provision already set aside for this purpose.
4.9.3
In summary, the overall impact of the recent announcements on the Council’s standstill budget is shown below:

	
	Improvement/(deterioration) in position

	
	2013/14
	2014/15
	2015/16

	Change in Formula and other grants
Additional contribution to Collection Fund

Additional ITA and other levy costs

Net change in overall budget position
	£311k
-£65k

-£284k

-£38k
	£45k
-£108k
-£63k
	_-£108k
-£108k

	
	
	
	

	Improvement in Balances
	£384k
	
	


5
OPTIONS CONSIDERED

5.1
At the time of preparation of this report the full consultation process was still ongoing but Cabinet has the option to amend its overall budget recommendations and in particular determine whether to either:
· Amend its recommended Council Tax levels (subject to the 2% referendum cap)
· Amend its recommended savings/growth proposals
· Make no changes to either
· Combinations of the above
6
CONSULTATION

6.1
The Constitution requires Cabinet to allow a consultation period of 4 weeks after publication of the initial proposals.  The draft budget was circulated on the 14th January 2013.  This consultation process has been undertaken with respect to the following:

· The Public  
· Business Ratepayers

· Trade Unions/Staff

· Scrutiny Panels and stakeholder events
· The voluntary sector
6.2
Detailed report(s) providing feedback from the consultation process will be brought for consideration at this meeting.

7
CORPORATE AND FINANCIAL IMPLICATIONS

7.1
This report confirms the draft Revenue Budget Forecast 2013/14 to 2015/16 under consultation.
7.2
This draft budget is in line with the principles of the Council’s agreed Medium Term Financial Strategy and ensures that balances are used in a sustainable way.  It also ensures that the Council moves towards more strategic budget planning allowing reallocation of resources and development of efficiency and other savings over a longer term planning timescale.
Pete Smith

Head of Finance
Date 4th February 2013
FOR FURTHER INFORMATION ON THIS REPORT CONTACT:   

Lee Holden Telephone: 01422 393564
e-mail address:  lee.holden@calderdale.gov.uk
DOCUMENTS USED IN THE PREPARATION OF THE REPORT:

DOCUMENTS ARE AVAILABLE FOR INSPECTION AT:

Finance Services, Princess Buildings, Halifax
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