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1
PURPOSE

1.1
To agree a revised revenue budget for 2006/07, together with a draft revenue budget for 2007/08, for submission to Policy and Finance Committee.

2
BACKGROUND

2.1
In preparing the budget the committee will have to review the following matters:

 The current year's revenue budget

 The draft budget for 2007/08

 The additional spending requests

 Fees and charges.

2.2
The committee's budget falls into two areas:

i) General Fund Services



The cost of these services falls upon the Council’s general fund and, after allowing for government grants, the balance is met through the council tax.

ii) Housing Revenue Account (HRA)


The HRA must be kept as a separate account and deals with the management and maintenance of the Council's own housing stock.  This account is funded by rents charged to our tenants.  It cannot be subsidised by the general fund.  


This report is therefore split into these two sections:

 General Fund Services

 HRA

3
GENERAL FUND SERVICES - REVIEW OF 2006/07 REVENUE BUDGET

3.1
When the budget was prepared for the current year provision was made for pay rises of 2.95% and price increases of 3%. During the year these figures have proved to be reasonably accurate.

3.2
The revised budget is £33,390 lower than the original estimate.  A comparison between the original and revised budgets for each service is shown below.

	
	Original Estimate

£
	Revised Estimate

£

	Benefits
	119,240
	71,350

	Homelessness
	7,260
	      18,470

	Housing Advances
	190
	0

	House Renovation Grants
	34,060
	      39,450

	Home Energy Conservation
	5,520
	2,880

	Supporting People
	9,270
	8,670

	Housing Strategy
	18,040
	12,700

	Housing Associations
	11,350
	18,020

	Net Expenditure
	204,930
	171,540


3.3 The estimated saving of £33,390 in net expenditure will mainly arise because of the factors shown below:

	
	£000

	Savings in 


- Housing Benefits Administration 
	10

	                  

- Housing Benefits Admin Grant
	7

	                    

- Housing Benefits net costs
	31

	                      - Home Energy Conservation Costs
	3

	                   

- Recharge re Housing Strategy
	     5

	                      
- Renovation Grants consultants fees 
	17

	Increase in  
- Recharge re Housing Associations
	-7harge -7
-7

	                  
- Recharge re Renovation Grants
	    -8 

	                      - Recharge re Homelessness
	-3

	Reduction    
- Homelessness rent and service charges 
	-8
-8

	                    
- 
Renovation grant income
	-14

	Net Reduction in Costs
	33


4
GENERAL FUND SERVICES – 2007/08 DRAFT REVENUE BUDGET

4.1 My forecast to Policy and Finance Committee in September suggested that next year's base budget could be approximately £7.129m, compared with the current year of £6.601m, an increase of £0.528m (8.0%).

4.2 However as always there are a number of potential problems that could have a significant impact on the budget for 2007/08 and beyond. The immediate ones:

· Job evaluation – still awaiting union acceptance

· Longridge sports centre/Edisford

· Rolling out the three-stream collection service

· Contact centre/e-Government initiatives

For future years:

· Forthcoming comprehensive spending review – possibility of grant freeze or even reductions

· Concessionary fares – from April 2008 the introduction of a national free travel scheme which may be costly and could be administered by the County Council or nationally

· Transfer of Council’s housing stock

· Revenue implications of the proposed castle improvement scheme

· Removal of the Planning delivery grant

4.3
My forecast did not include any additional items that might be requested by committees or take account of the revenue implications of the capital programme.

4.4
Next year's provisional financial settlement is slightly better (£20,000) than I anticipated in September.  The Government have honoured their promise given to local authorities last year of a two-year settlement. This has resulted in the government grant we receive increasing by £228,000 to £3.714m, or 6.5% in cash terms.

4.5
As far as your budget is concerned, the estimates have been prepared on the current levels of service and include provision for pay and price increases of 3%.

4.6
In reviewing the latest budget forecast the Budget Working Group, at their meeting on 14 December 2006, have asked committees to:

· Examine their budgets carefully;

· Identify savings wherever possible to fund any additional spending requests arising from growth items

· Place growth items in priority order.

4.7
The following is a summary of the draft budget for next year.

	
	Original 2006/07

£
	Forecast 2007/08

£

	Benefits
	119,240
	110,930

	Supporting People
	9,270
	9,760

	Homelessness
	7,260
	      24,420

	Housing Advances
	190
	0

	House Renovation Grants
	34,060
	39,990

	Home Energy Conservation
	5,520
	2,890

	Housing Strategy
	18,040
	13,070

	Housing Associations
	11,350
	18,540

	Net Cost to General Fund
	204,930
	    219,600


4.8
The increase in direct cost of services of £14,670 is analysed as follows:

	
	£000

	Savings

	  

	
Housing Benefits net costs
	-27

	
Home Energy Conservation
	-3

	
Housing Strategy Admin Costs
	-5

	Increases
 
	    

	
Benefits –additional admin costs
	16

	
Housing Associations administration
	7

	
Homelessness administration
	3

	
Renovation Grants –additional costs
	6

	Reduction
	

	
Benefits admin grant
	3

	
Homelessness rents & service charges
	14

	Net Increase in Costs
	    14     


5

         
HOUSING REVENUE ACCOUNT

5.1
Review of 2006/07 (Current Year)

The housing revenue account (HRA) consists of expenditure on repairs and maintenance, supervision and management, and capital financing charges.  This expenditure is financed from rents, interest, charges and government subsidy.  

           The revised budget for the current year is as follows:

	
	Original Budget

£
	Revised Forecast

£

	General Repairs and Maintenance
	655,860
	653,260

	Supervision and Management
	477,860
	505,460

	Sheltered Housing
	279,120
	249,420

	Rent Rebates
	0
	(1,130)

	Capital Charges
	204,360
	204,490

	Major repairs/ Capital Charged to Revenue
	754,440
	754,440

	Housing Subsidy
	547,810
	     501,190

	Total Expenditure
	2,919,450
	2,867,130

	Rents
	2,926,970
	2,985,830

	Interest and Other
	30,000
	42,900

	Total Income
	2,956,970
	3,028,730

	
	
	

	Surplus/Deficit
	(37,520)
	(161,600)


5.2 The Housing Subsidy Rental Constraint Allowance was introduced for the first time in 2006/07. The Government had requested local authorities to restrict their rent rises to an average of 5%, even if the required increase taking account of inflation (2.7%) + 0.5% + the cost of rent restructuring was greater than 5%. If local authorities kept rises within this 5% figure they were compensated through the Rental Constraint Allowance. Ribble Valley’s Allowance for 2006/07 was consequently £56,920, and as will be seen below, this is the main reason for the reduction of £46,620 in Housing Subsidy payment.

5.3

The reduction in net expenditure of £124,080 is mainly due to the following:

	
	£000
	£000

	
Housing Business Plan and Stock Options Appraisal- Consultants Fees
	70
	

	Housing Subsidy additional costs following reduction in interest charges
	10
	80

	

	
	

	Offset By
	
	

	Increased Rent Income
	-59
	

	Housing Subsidy Rental Constraint Allowance
	-57
	

	Reduced Support Service Charges
	-41
	

	Additional Income from Supporting People
	-31
	

	Additional income on balances
	-13
	

	Other net savings
	-3
	-204

	                
	
	

	Net reduced costs
	
	-124


            The additional net expenditure will be added to balances that are, consequently, now estimated to be £557,042 at 31 March 2007

5.3






































2007/08 Draft Budget

The following is a summary of the housing revenue account.

	
	Original Budget

2006/07

£
	Forecast

2007/08

£

	General Repairs and Maintenance
	655.860
	683,560

	Supervision and Management
	477,860
	497,170

	Sheltered Housing
	279,120
	236,370

	Capital Charged to Revenue/Options Appraisal 
	50,000
	50,000

	Capital Financing Charges
	204,360
	   199,150

	Major Repairs
	704,440
	710,760

	Housing Subsidy
	   547,810
	560,650

	Total Expenditure
	2,919,450
	2,937,660

	
	
	

	Gross Rents
	2,926,970
	3,079,250

	Interest and Other
	30,000
	42,500

	Total Income
	2,956,970
	3,121,750

	
	
	

	Surplus
	(37,520)
	(184,090)


5.4 The main reasons for the increase in the estimated surplus on next year's account       

            of £146,570 can be summarised as follows:

	
	£000
	£000

	Increased Rent Income
	-152
	

	Reduction in capital financing charges
	-5
	

	Additional interest on balances
	-13
	

	Additional income from supporting people
	-32
	

	Reduction in Support Service Charges
	-20
	

	Reduction in sheltered housing repairs
	-12
	-234

	
	
	

	Offset by
	
	

	Increased Major Repairs expenditure
	6
	

	Increased General repairs expenditure
	28
	

	Increased consultants fees
	40
	

	Increased
 Housing Subsidy payments
	13
	87

	

	
	

	Increased Surplus
	
	-147


5.5


Comments on the Draft Budget

5.5.1

Housing Transfer

Expenditure and income projections have been based on the assumption that if Housing Transfer takes is agreed, it will not take place before 31st March 2008.

5.5.2
Management and Maintenance

The Office of the Deputy Prime Minister issues guidelines for expenditure on repairs, maintenance and management for individual council's housing stock; these guidelines are known as target figures.  In calculating a council's subsidy entitlement, account is taken of these figures, which for next year are £1,269.47 per dwelling.  This compares with the amount included in the draft estimates of £1,150.67 per dwelling.

5.5.3
Government Subsidy

The Council’s management and maintenance allowance is set to increase by £83,000 (5.8%), the major repairs allowance should increase by £6,000 (0.9%).and the Rental Constraint Allowance, payable if the Council keeps the rent rise to no more than 5% has been set at £65,000

           On the other hand, the element for capital charges will fall by £18,000 (5.5%) and the deduction for the Government’s guideline rent income is projected to rise by £149,000 (4.88%).  This figure reflects an assumed rent increase for 2007/08 of 6.12%.


The overall effect of this is an increase in the payment to the National Pool of £13,000 to a figure of £561,000. 


The notional HRA subsidy account is projected to be as follows:

	
	
	£000
	£000

	Expenditure
	
	
	

	Management and Maintenance
	
	1,505
	

	Charges for Capital
	
	354
	

	Major Repairs Allowance
	
	711
	2570

	
	
	
	

	Income
	
	
	

	Rent Income
	
	-3197
	

	LESS Rental Constraint Allowance
	
	65
	-3132

	
	
	
	

	Interest on Receipts
	
	-1
	-1

	
	
	
	

	Housing Defects
	
	
	2

	Housing Subsidy Entitlement 
	
	-561


5.5.4
Rents

Part of the Secretary of State's proposals for housing subsidy contain specified levels of rent increases. These vary for individual local authorities. The average figure across the country is 7.03%, but the figure calculated for the Council is lower, at 6.12%.  

            
This figure includes an increase for inflation of 3.6%, a real terms uplift of 0.5%, and an additional amount to take account of rent restructuring.  At an individual level, no rent should rise between 2006/07 and 2007/08 by more than 3.6% + 0.5% + £2 per week.

            The Rental Constraint Allowance will again apply in 2007/08, and if the Council restricts its average rent rise to within 5%, then this (totalling £65,810) will be payable by the Government. If the Council increases its average rents by more than 5%, then this allowance will be reduced on a £ for £ basis.            

It is recommended that the Council increase their rents by an average of 5% for    2007/08. This is equivalent to an overall average increase of £2.61 per week over a 48 week year. 

Provision for this increase has been included in the draft 2007/08 estimates.

5.6 Improvements in Services
   
A list of one-off items to be considered for inclusion in the budget and totalling £74,700 is shown in Annex 1.  The list is not in any order of priority and any items approved would reduce the projected surplus on the HRA for next year.

5.7
Heating Charges
A 3 year contract for gas supply took effect from 1st November 2005, involving an increase in price of 34.4%. The estimated costs in 2007/08 (£72,480) take account of this and the agreed requirement for tenants to meet 70% of these costs.  Full details are shown in Annex 2.


This is estimated to recover £50,850, but this still leaves the balance of £21,630 to be met by all tenants. 


If it was agreed to recover a higher percentage of the costs, this balance would be as follows:

· 75%

 -  £18,020

· 80% -  £14,420

· 85% -  £10,810

· 90% -  £7,210

· 95% -  £3,600

5.8
Service Charges/Other Charges

The service charges agreed for the current year cover counselling and support, the emergency alarm and the property related charge.  


The great bulk of the income from counselling and support is generated from Supporting People monies, and in view of the restriction in the amount of money available nationally for supporting people, an increase in the charge of around 1.5% has been assumed for 2007/08.            

            As far as the emergency alarm and property related charge is concerned, it is recommended that the charges for these are increased by around 5% for 2007/08.  Details are shown in Annex 3.


It is recommended that other charges are increased by a similar amount - as outlined in Annex 4.

5.9
Balances

The following is a statement of the Council's housing revenue balances.

	
	£

	Balances Brought Forward 1 April 2006
	395,440

	Transfer to Balances in 2006/07
	161,600

	Estimated Balance in Hand 31 March 2007
	557,040



Any surplus on the housing revenue account will be added to balances in 2007/08.  The balance on the housing revenue account is safely above the minimum level we would recommend of approximately £250,000.

6 SERVICE PLANS

6.1 As you are aware this year we have reviewed the service plans for all our major services. As well as describing the service provided they also contain financial information that links to the budget process.

6.2 Service managers were asked, in producing their service plans, to:

· Identify the cost of the service

· Identify any savings or efficiencies

· Identify any growth items

· Opportunities for maximising income

6.3 For this committee service plans have been reviewed:

· Strategic Housing Services

6.4 The results of this exercise as far as this committee’s budget is concerned are as follows:

No growth items were identified but if the Council’s Housing Stock were to be transferred there would need to be a review of the staff employed on Housing Strategy.

7
CONCLUSION AND OPTIONS

7.1
      Annex 1 includes a list of non-recurring items totalling £74,700. It should be decided 

           if any of these items can be funded from the projected surplus on the housing revenue account.

7.2
If all of these items were agreed, the draft budget for 2007/08 (paragraph 5.3) would then show a surplus of £109,390.  This is after allowing for an average weekly rent increase of £2.61 (5%), based on a 48 week year, or £2.41 per week based on a 52 week year.

7.3
If no other action is taken this surplus will be added to our housing revenue account balances (see above).

8


























































RECOMMENDED THAT COMMITTEE

8.1
Submit the general fund budget for 2007/08 to the Policy and Finance Committee for approval.

8.2
Approve a 5% increase in rents to give an average rent increase of £2.61 per week based on a 48 week year, or £2.41 per week based on a 52 week year. 

8.3
Approve the extra items outlined in Annex 1.

8.4
Agree heating charges to sheltered accommodation as outlined in Annex 2.

8.5
Approve the increased service charges as set out in Annex 3.

8.6
Approve the increase in other charges operated by this committee as set out in Annex 4.

8.7
Finally, approve the housing revenue account budget for 2007/08

SENIOR ACCOUNTANT

H1-07/RB/AC

10 JANUARY 2007

ANNEX 1

HOUSING COMMITTEE

IMPROVEMENTS IN SERVICES
The following requests have been made by the Director of Community Services for inclusion in the housing revenue account 2007/08 estimates.

	
	
	£

	Acremount, Read – Replace fire alarm
	
	5,000

	Hodgefield Community Room 


- Refurbish kitchen & wcs
	
	8,000

	Littlemoor House
	
	

	
- Re-roof entrance porch and link
	12,000
	

	
- Renew single glazed aluminium façade in PVC
	16,000
	28,000

	
	
	

	Park House
	
	

	

- Replace single glazed roofs
	15,000
	

	
- Replace asphalt flat roof finish
	3,500
	

	
- Replace light fittings to communal area
	1,000
	19,500

	
	
	

	St Anns Court 


- Supply sluice washing machine and drainage
	
	4,200

	Showley Court 


- Replace light fittings to communal area
	
	10,000

	Total
	
	74,700


ANNEX 2

HOUSING COMMITTEE

SHELTERED ACCOMMODATION ESTABLISHMENTS - HEATING CHARGES

Revised Estimate 2006/07and Estimate 2007/08
The following table sets out the present scale of charges and the revised estimated annual income from levying the charges in 2006/07. A 3 year contract for gas supply took effect from 1st November 2005, involving an increase in price of 34.4%. The estimated costs in 2007/08 take account of this and the agreed requirement for tenants to meet 70% of these costs. In most cases the charges for 2007/08 will be the same as those for 2006/07.

	
	2006/07
	
	2007/08

	
	No
	Current Weekly

Charge

£
	Current Gross Income

£
	
	Estimated Costs

£
	70% of Estimated Costs

£
	 Weekly Charge

£
	Projected

Income

£
	

	Towneley House Longridge
	36
	4.25
	7,340
	
	10,530
	7,370
	4.25
	7,340
	

	Park House Longridge
	28
	5.20
	8,390
	
	11,930
	8,350
	5.20
	8,390
	

	
	4
	5.85
	
	
	
	
	5.85
	
	

	
	1
	5.85
	
	
	
	
	5.85
	
	

	Pendle Court Clitheroe
	25
	6.00
	10.090
	
	         14,290
	10,000
	6.00
	10,090
	

	
	8
	6.70
	
	
	
	
	6.70
	
	

	
	1
	6.70
	
	
	
	
	6.70
	
	

	St Ann’s Court Clitheroe
	26
	5.80
	         10,130
	
	14,450
	10,110
	5.80
	10,130
	

	
	8
	6.70
	
	
	
	
	6.70
	
	

	
	1
	6.70
	
	
	
	
	6.70
	
	

	Littlemoor House Sabden
	12
	6.80
	5,680
	
	8,050
	5,630
	6.80
	5,680
	

	
	4
	7.30
	
	
	
	
	7.30
	
	

	
	1
	7.60
	
	
	
	
	7.60
	
	

	Vale House Whalley
	10
	4.75
	3,830
	
	           5,630
	3,940
	4.90
	3,930
	

	
	4
	6.50
	
	
	
	
	6.65
	
	

	
	1
	6.20
	
	
	
	
	6.35
	
	

	Showley Court Clayton-le-Dale
	6
	5.65
	5,150
	
	7,600
	          5,320
	5.85
	5,290
	

	
	9
	8.15
	
	
	
	
	8.35
	
	

	
	
	
	
	
	
	
	
	
	

	TOTAL
	50,610
	
	72,480
	50,720
	50,850
	


ANNEX 3

HOUSING COMMITTEE

DETAILS OF CHARGES OPERATED BY COMMITTEE

SHELTERED ACCOMMODATION

Service Charges per Week per Unit

New tenants will be eligible for assistance with these charges via supporting people grant for the counselling and support element and via housing benefit for the property related service charge element.
Existing tenants will be subject to the new charges but will either be passported from housing benefit to supporting people grant or, if they are not eligible for housing benefit, they will receive transitional relief for the increased costs.  This transitional protection will remain for the length of their existing tenancy.

	
	
	
	Existing

£
	Proposed

£

	CATEGORY ONE SCHEMES
	
	
	

	Counselling and Support (Including Emergency Alarm)
	3.43
	3.51

	
	Clitheroe 
	St Paul’s Street
	
	

	
	
	Queen Street
	
	

	
	
	Bayley Fold
	
	

	
	
	Standen Road Bungalows
	
	

	
	
	Hargreaves Court
	
	

	
	
	Brotherton Meadows
	
	

	
	
	Thorn Street
	
	

	
	
	Beech Close
	
	

	
	
	Castle View
	
	

	
	Longridge 
	Wellbrow Drive
	
	

	
	
	Windsor Avenue
	
	

	
	Whalley 
	Forge Corner
	
	

	
	
	Green Bank
	
	

	
	
	Station Road
	
	

	
	
	Woodfield View
	
	

	
	Balderstone 
	Higher Commons Lane
	
	

	
	Read 
	Acremount
	
	

	
	Barrow 
	Washbrook Close
	
	

	
	Hurst Green 
	Bilsberry Cottages
	
	

	
	
	Warren Fold
	
	

	
	Chatburn 
	Kempstones
	
	

	
	Waddington 
	Queensway
	
	

	
	Grindleton 
	Chapel Lane
	
	

	
	
	Meadowside
	
	

	
	Gisburn 
	Sycamore
	
	

	CATEGORY TWO SCHEMES
	
	
	

	Non Communal Schemes
	
	
	

	
	Counselling and Support (Including Emergency Alarm)
	8.88
	9.04

	
	Property Related Service Charge
	1.25
	1.27

	
	
	
	10.13
	10.31

	
	Clitheroe
	Henthorn Road
	
	

	
	
	Garnett Road
	
	

	
	
	Hazel Grove
	
	

	
	
	Lilac Grove
	
	

	
	Billington
	Billington Gardens
	
	

	
	
	Hodgefield
	
	

	Communal Schemes
	
	
	

	
	Counselling and Support (Including Emergency Alarm)
	8.88
	9.04

	
	Property Related Service Charge
	2.28
	2.31

	
	
	
	11.16
	11.35

	
	Clitheroe 
	Pendle Court
	
	

	
	
	Pendle Road
	
	

	
	
	Bolland Close
	
	

	
	
	Bolland Prospect
	
	

	
	
	St Ann’s Court
	
	

	
	
	Turner Street
	
	

	
	
	Queens Road
	
	

	
	
	Queens Close
	
	

	
	
	Manor Road
	
	

	
	
	Alma Place
	
	

	
	
	Maple Avenue
	
	

	
	
	Pine Grove
	
	

	
	Longridge
	Towneley House
	
	

	
	
	Park House
	
	

	
	Clayton-le-Dale 
	Showley Court
	
	

	
	Mellor 
	Brookfield
	
	

	
	
	St Mary’s Gardens
	
	

	
	Sabden 
	Littlemoor House
	
	

	
	
	Littlemoor Close
	
	

	
	
	Stubbins Lane
	
	

	
	Whalley 
	Vale House
	
	

	
	
	Riddings Lane
	
	

	
	Chatburn 
	Crowtrees Gardens
	
	


ANNEX 4

HOUSING COMMITTEE

DETAILS OF OTHER CHARGES
	
	
	Existing

Charge

£
	
	Proposed Charge

£

	HOUSING ADVANCES
	
	
	
	

	Other Costs
	
	
	
	

	Enquiries from Prospective Second Mortgagors
	46.00
	
	48.00

	Charge for Registration on Second Charges
	21.00
	
	22.00

	RENOVATION GRANTS/DISABLED FACILITIES
	
	
	

	Administration Charge
	
	5% of Total Cost

	HOUSING REVENUE ACCOUNT
	
	
	
	

	Guest Room Charges - Sheltered Accommodation Establishments
	
	
	

	
	
	
	
	

	a) First Night
(per Person)
	8.00
	
	           8.40

	b) Subsequent Nights 
(per Person)
	3.90
	
	4.10

	
	
	
	
	

	Garage Rents 
(per Week)
	5.25
	
	5.50

	
	
	
	

	References re payment of rent
	56.00              
	
	58.80

	
	
	
	

	Showley Court – provision of warden service at 4 bungalows within the grounds (per bungalow per week)
	2.74                 
	
	2.88

	
	
	
	


DECISION








Page 1

