
 

 
TITLE OF REPORT 
 
COUNCIL BUDGET AND COUNCIL TAX REPORT FOR 2011-2012 
 
 
 
 
FORWARD PLAN NO FR4 D34 
 
 
Overview and Scrutiny Board 
23 FEBRUARY 2011 
 
CABINET 
28 FEBRUARY 2011 
 
COUNCIL 
02 MARCH 2011 
 
 
 

 
CLASSIFICATION 
 
OPEN 
 

 
WARD(S) AFFECTED 
 
ALL WARDS 
 
 
MAYOR 
 
MAYOR JULES PIPE 
 
 
KEY DECISION 
 
YES 
 
REASON 
 
EFFECTS ONE OR MORE WARDS 
 
 
 
CORPORATE DIRECTOR  
 
IAN WILLIAMS CORPORATE DIRECTOR OF FINANCE AND RESOURCES 
 
 

Agenda Item 8

Page 11



 

 
1. MAYOR’S INTRODUCTION 
 
1.1 This budget report contains our spending proposals for the 2011/12 financial year 

and read alongside the Medium Term Planning Forecast sets out the considerable 
financial challenges this authority and the rest of local government faces due to the 
cuts in funding to councils announced by the Government in its Spending Review 
(CSR) in October and detailed in the Local Government Finance Settlements 
2011/12 and 2012/13, published by the Department of Communities and Local 
Government on 31 January 2011.  Not only are these cuts some of the deepest 
allocated to any part of the public sector they are also front loaded, further 
compounding the challenge that this settlement sets.   

  
1.2 The preparation of the 2011/12 Revenue budget and Capital programme has taken 

place against the backdrop of some of the most severe reductions in Central 
Government support to Local Government since the Second World War. This will 
result in Hackney receiving a reduction in grant of 14.9% in re-current funding. 

  
1.3 The reductions imposed on local government and Hackney in particular are made 

under the guise of “deficit reduction” but ultimately at the core lies a desire to 
change, and an attempt to dismantle, public sector provision in this country. 

  
1.4 The  front loading of cuts into year one at the same time as delaying the provisional 

settlement announcement only served to further compound the challenge faced 
which sees approximately 40% of the reduction in local government funding from the 
CSR applying to year one (2011/12). 

  
1.5 When setting the Council’s budget, the focus is often on the several millions of 

completely new expenditure that will begin in the new financial year. What often is 
overlooked is the in excess of £1billion that is spent on services throughout the year. 
Although perhaps only footnotes in budget papers, pre-existing resources are often 
being recast and spent in ways that are not only more effective financially, but have 
greater effect for the service user. From street-cleaning to social care, from libraries 
to leisure centres, new ways of using existing expenditure have been adopted to 
improve and/or expand front-line services whilst driving out costs from the back 
office, delivering better outcomes, whether it is parks achieving nine green flags and 
some of the highest resident satisfaction ratings in London, or Adult Social Care 
achieving some of the highest Audit Commission inspection ratings possible. Section 
15 of this report highlights just some of that expenditure and what services it delivers 
for the residents of Hackney. By contrast, in this year’s budget, the first call on 
resources generated by efficiency savings will be to maintain frontline services. 
However, the breadth of services to Hackney residents highlighted in Section 15 
serves as a stark reminder, if one should be needed, of the importance of sustaining 
services in the face of central government grant reductions. 

  
1.6 The budget proposals contained within this report include no change to the level of 

Council Tax.  The decision to freeze Council Tax again was taken in a very different 
context to that of the last five years where the strategy was very clearly to invest and 
improve services whilst ensuring better value for money for taxpayers resulting in 
Hackney moving down the table in terms of absolute level of Council Tax.  Due to 
the Government’s overall grant reductions, careful consideration was given to 
whether an increase should be made, but this had to be taken in the context of the 
continued challenges faced by residents in managing the economic downturn and 
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also having regard to the removal of specific Council Tax freeze grant, currently 
included in the settlement for 2011/12, if the Council opted not to freeze. The 
potential withdrawal, of Council Tax freeze grant means that no financial benefit 
would accrue to an authority until their Council Tax increase exceeded 2.5%.  On the 
basis of this and the negative impact of any other options, it was considered that it 
was appropriate to again freeze the Hackney element of Council Tax for 2011/12. 

 
1.7. The 2011/12 Revenue Budget and Capital Programme, whilst building on what has 

been done in the last five years, looks to protect front-line service delivery through 
continuing to provide better value for money, but also provide a platform and some 
space for a more fundamental look in the coming year at the Council’s provision of 
services in the future, in the face of a Government determined to diminish them. 

 
1.8. It is not possible for Hackney to escape the impact of the Government’s spending 

review. This budget, however, is the financial expression of this administration’s 
determination and commitment to shielding residents from the Government’s attack 
on the nation’s public services.   

 
 
2 CORPORATE DIRECTOR’S INTRODUCTION 
 
2.1 This report asks Cabinet to agree and recommend to Council for approval the 

2011/12 General Fund budget estimates, Capital Programme and Council Tax level 
and make a series of recommendations to Council relating to the 2011/12 financial 
year and beyond.  The 2011/12 Revenue Budget and Capital Programme has been 
put together against the backdrop of some of the most significant reductions in 
Central Government support to Local Government for a generation announced in 
headline terms on 20 October 2010 when the Government published the 
Comprehensive Spending Review (CSR) and confirmed at local authority level on 
the 31 January 2011 with the publication of the 2011/12 Local government Finance 
Settlement which sees recurrent resources for 2011/12 before application of 
transitional grant and the passporting of NHS monies reduce in Hackney by £44m or 
14.9%.     

 
2.2 It is in light of this that I would like to place on record my thanks and gratitude for the 

support and cooperation I have received from the Mayor, Cabinet Members, 
colleagues on the Hackney Management Team and officers within my own 
Directorate throughout the budget setting process.  Continuing this corporate and 
considered approach to the development of the budget will be invaluable going 
forward as we look to develop proposals beyond 2011/12 that look to manage 
carefully the impact on the residents and business of overall resource reductions of 
around £100m by 2014/15 which ultimately will not be possible without material 
changes to the way services are provided and the level and volume of services 
delivered to residents.  Throughout 2011 the expectation is that a process of 
consultation and engagement will take place with the residents and businesses of 
Hackney to ensure that the reduced resources are targeted on services deemed 
most essential to those that use them. 

 
2.3 Turning to the 2011/12 Revenue and Capital Programme set out in this report, and 

in relation to the efficiency proposals set out in detail in the Overall Financial 
Position reported to Cabinet and Governance and Resources throughout the last 
financial year, it has been possible to build proposals that do not impact on front line 
services provided and commissioned directly by the Council as well as maintaining a 
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sustainable and balanced Capital Programme for 2011/12.  In advance of the CSR 
the Council had been developing detailed proposals based upon a reduction in 
overall resources of around 30% evenly spread over the four year period and had 
already started implementing these well in advance of the October announcement.  
The CSR whilst not confirming authority level allocations did indicate the settlement 
for local government was significantly frontloaded and will see almost 40% of the 
total reduction fall in the first year.  The last few months has resulted in the need to 
bring forward at a greater pace a number of the proposals planned beyond 2011/12 
to deliver this balanced position.  In addition, and set out in detail later in this report 
are proposals to allocate resources by the Council to ‘step in’ to fill some of the gap 
created by the withdrawal of Area Based Grant funding that was used by Team 
Hackney, the Councils Local Strategic Partnership, to commission a range of 
activities. The mainstreaming of this expenditure will align with the priorities of the 
Mayor and Administration. 

 
2.4 The level of savings being made for 2011/12 is substantially higher than in previous 

years and with this comes risk around slippage in delivery.  It will be necessary to 
build upon the Councils strong track record in relation to financial control and 
monitoring and this report sets out my clear intention to hold corporately some of the 
£6.1m of transition grant to pump prime and facilitate delivery of savings as well as 
supplementing the Corporate Contingency by £1m to further guard against non 
delivery of savings.  The delivery of the savings that form part of the 2011/12 budget 
and beyond is the most significant change programme in Hackney in recent times 
and will provide a major challenge to the Council as an organisation and with its 
links to the community.  Almost all service areas will be affected to some degree, so 
management capacity to deliver these changes will be stretched fully, as during this 
time the Council also has to focus on continuing delivering key day to day services 
that are essential for its residents and customers.  Significant project and 
programme management will be required to deliver this level of change, particularly 
as many of these changes have significant interdependencies and will be taking 
place as other major change programmes arise not only locally with Customer 
Services, but nationally with the abolition of Primary Care Trusts and the planned 
creation of a Universal Benefits scheme.  The complexities and challenges 
associated with the delivery of a programme of significant staff reductions should not 
be underestimated, much of which is already underway with more to follow in 
coming months. 

 
2.5 The scale of the challenge has meant that in preparing this budget and developing 

proposals for future years attention has been paid to ensuring the Council has in 
place appropriate management arrangements and controls to manage the risks and 
impacts on people, place and staff including; 

 
• Governance:  Cross Council governance arrangements to manage delivery of 

the programme. 
• Financial Monitoring and reporting: regular progress updates already 

embedded in OFP to continue to provide updates against savings allowing 
issues to be managed as appropriate. 

• Risk Management: The Council has in place mechanisms for managing risks 
on savings through relevant risk registers. 

 
2.6 Members will be aware that over recent months we have seen considerable 

coverage relating to the challenge to decision made by public bodies on equality 
grounds.  The Hackney Management Team led by the Chief Executive makes sure 
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that equality underpins all that we do.  The management team has looked to ensure 
that all equality impact assessments have been undertaken and details of these are 
available for review by Members. 

 
2.7 It is important that, in considering the proposals set out in this report Members also 

have regard to the position set out in the Medium Term Planning Forecast that is on 
the agenda for Cabinet on 28 February.  Whilst it has been possible to bring forward 
proposals for 2011/12, beyond this date it will not be possible to simply find 
efficiencies and to guarantee no impact upon front line services as proposals are 
developed to manage an expected further reduction in resources of approximately a 
further £70m by 2014/15.    This will also happen against the backdrop of significant 
changes to the framework for the payment of benefits and their administration which 
will have a significant impact upon the income of some of the Boroughs most 
vulnerable residents.  It is my expectation that over the coming months and for the 
July Cabinet meeting an updated Medium Term Planning forecast will be developed 
that will set out clearly proposals to deliver a balanced budget for 2012/13, 
identifying where the early implementation of savings proposals can be made and 
indicating where savings could be made in future years to ensure that the Council’s 
financial position is protected, thereby maximising capacity for frontline service 
delivery.  This report will also include details of a revised Capital Strategy that looks 
to link more closely our revenue and capital expenditure plans in light of the overall 
reductions in capital resources and rising demand including extra school places and 
demand for housing. 

 
 
3 RECOMMENDATION(S) 
 

The Overview and Scrutiny Board are recommended to consider the report 
and make comments they wish to the Cabinet. 

 
Cabinet is recommended to make the following recommendations to Council 
for approval: 
 
Council is recommended: 

 
3.1 To bring forward into 2011/12 the Council’s projected General Fund balances 

of £15.0m and to note the Housing Revenue Account (HRA) balances of 
£10.2m. 

 
3.2 To agree for approval the directorate estimates and estimates for the General 

Finance Account items set out in Appendix 2, and to take into account the 
comments arising from scrutiny of the budget by a meeting of the Overview 
and Scrutiny Board on 23 February 2011. 

 
3.3 To note the budget is a financial exposition of the priorities set out within the 

Corporate Plan set out in Appendix 13, and Business (Divisional–level) Plans. 
A key input to the Budget has been the Resourcing Our Priorities Process 
which identified the key priorities for further investment in the context of the 
three Mayoral priorities. 

 
3.4 To note that in line with the requirements of the Local Government Act 2003, 

the Corporate Director of Finance and Resources, is of the view that:  
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§ The General Fund balances of £15.0m and the level of reserves, particularly 
in relation to capital, are adequate to meet the Council’s financial needs for 
2011/12 and that in light of the economic uncertainty they should not fall 
beneath this level.  This view takes account of the reserves included in the 
Council’s latest audited Accounts as at 31 March 2010, the movements of 
those reserves since that date – which have been tracked through the 
Overall Financial Position (OFP) Reports, the financial data included in the 
quarterly reviews and the latest OFP projections.  Note also, that the 
projections in the HRA balance to maintain the balance at £10.2m by 31 
March 2011 are also considered to be adequate at this point in time but will 
need to continue to be reviewed in the light of the challenges facing the 
HRA. 

 
§ The General Fund estimates are sufficiently robust to set a balanced 

budget for 2011/12.  This takes into account the adequacy of the level of 
balances and reserves outlined above and the assurance gained from the 
comparisons of the 2010/11 budget with the projected spend identified in 
the December 2010  OFP which shows an underspend against budget of 
circa £6m due to the early delivery of some of the 2011/12 savings 
proposals.  The Corporate Director of Finance and Resources’ view also 
takes into account the issues raised in the Audit Commission’s most 
recent Annual Letter. Furthermore, the established monitoring 
arrangements are able to identify any concerns at an early stage, advise 
directorate and corporate management teams and recommend measures to 
mitigate the impact. The overall level of the Corporate contingency has 
been maintained at £3.508m and supplemented by the earmarking of £1m 
from the Transitional Grant allocated to the Council as part of the 
settlement. 

 
3.5 To note that at its meeting on 26 January 2011 the Council agreed its Council 

Tax Base for the 2011/12 financial year in accordance with regulations made 
under section 33(5) of the Local government Finance Act 1992. 

 
3.6 To approve the proposed increases in General Fund fees and charges as set 

out in Appendix 8 for implementation from 1st April 2011. 
 
3.7 To continue the policy requiring the Corporate Director of Finance and 

Resources to seek to mitigate the impact of significant changes to either 
resources, such as Formula Grant changes, or expenditure requirements.  
This will include applying any additional resources the Council receives 
relating to the New Homes Bonus to the Councils Capital Programme to 
address shortfalls in future years.  

 
3.8 To note the summary of the HRA Budget and Rent Setting report agreed by 

Cabinet on 26 January 2011. 
 
3.9 To authorise the Corporate Director of Finance and Resources to implement 

any virements required to finalise the Chief Executive’s re-structure where 
necessary. 
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3.10 To approve: 

§ The allocation of resources to the 2011/12 Non-Housing capital schemes 
referred to in Paragraph 24.8 and Appendix 7.2.   

§ The allocation of resources to the 2011/12 Housing indicative capital 
programme referred to in Paragraph 24.14 and Appendix 7.3.   

 
3.11 To note that the new capital expenditure proposals match uncommitted 

resources for the year 2011/12 after allowing for overprogramming. Beyond 
that there is currently a gap between proposals and available resources. This 
however takes no account of the one-off funds that are likely to be available as 
additional funding to the programme from 2011/12 onwards, as it is our 
approach not to anticipate resources until they are clearly achievable. The 
other key element of the approach is not to commit to schemes until funding is 
secured.  In the current financial climate this is a sensible and prudent 
measure. 

 
3.12 To agree the prudential indicators for Capital Expenditure and the Capital 

Financing Requirement, the Authorised Limit and Operational Boundary for 
External Debt, the Affordability prudential indicators and the Treasury 
Management Prudential Indicators for the years 2011/12 to 2013/14 as set out 
in paragraph 25, and Appendix 10. 

  
3.13 To confirm that the authorised limit for external debt of £1.0595bn agreed 

above for 2011/12 will be the statutory limit determined under section 3(1) of 
the Local Government Act 2003. Further reassurance about the robustness of 
the budget is the confirmation that the Council’s borrowings are within the 
boundaries of prudential guidelines. 

 
3.14 To continue to support the approach of using reserves to manage emerging 

risks and liabilities and to note the latest reserve position at Appendix 4.  
 
3.15 To agree the following calculation of the Council’s budget requirement in 

terms of its gross revenue and income including transactions on the Housing 
Revenue Account as required by Section 32 of the Local Government Finance 
Act 1992. 

 
 

 
CALCULATIONS UNDER SECTION 32 OF THE LOCAL 

GOVERNMENT FINANCE  ACT 1992 
 
 

 
 £m 

 
a) Aggregate of amounts which the Council 

estimates for the items set out in Section 32(2) 
a) to e) of the Local Government Finance Act 
1992. 

1,065.606 

 
b) Aggregate of amounts which the Council 

estimates for the items set out in Section 32(3) 
a) to c) of the Local Government Finance Act 
1992. 

760.359 
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c) Aggregate of amounts which the Council 

estimates for the items set out in Section 
32(4), being the amount by which the sum 
aggregated at (a) above exceeds the 
aggregate of (b) above. 

305.247 

 
 

3.16 That the following amounts be calculated by the Council for 2011/12 in 
accordance with Section 33 of the Local Government Finance Act 1992: 

 
a) £305.247m, being the amount calculated under Section 32(4) of the 1992 

Act as the Council's budget requirement for 2011/12. 
 

b) £224.940m, being the aggregate of the sums which the Council estimates 
will be payable for 2011/12 into its General Fund in respect of redistributed 
NNDR and Revenue Support Grant increased by the amount the Council 
estimates will be transferred from its Collection Fund to its General Fund 
pursuant to the Local Authorities (Funds) (England) Regulations under 
Section 97(3) of the Local Government Finance Act 1988 made on 26 
January 2011. 

 
c) £998.45, being the amount at (a) above less the amount at (b) above, all 

divided by the amount which has been calculated by the Council as its 
Council Tax Base for 2011/12, in accordance with Section 33(1) of the 1992 
Act, as the basic amount of the Council Tax for 2011/12. 

 
3.17 To agree that the following amounts be calculated by the Council for 2010/11 in 

accordance with Section 36 of the Local Government Finance Act 1992: 
 
 

 
VALUATION BANDS 

  
A 
£ 

 
B 
£ 

 
C 
£ 

 
D 
£ 

 
E 
£ 

 
F 
£ 

 
G 
£ 

 
H 
£ 

665.63 776.57 887.51 998.45 1220.33 1442.21 1664.08 1996.90 

 
 

Being the amounts given by multiplying the amount at 3.16(c) above by the 
number which, in the proportion set out in Section 5(1) of the 1992 Act, is 
applicable to dwellings listed in a particular valuation band divided by the 
number which in that proportion is applicable to dwellings listed in Valuation 
Band D, calculated by the Council, in accordance with Section 36(1) of the 
1992 Act, as the amounts to be taken into account for 2011/12 in respect of 
categories of dwellings listed in different valuation bands. 
 

3.18 That it be noted that for 2011/12 the Greater London Authority has stated the 
following amounts in precepts issued to the Council, in accordance with 
Section 40 of the Local Government Finance Act 1992, for each of the 
categories of dwellings shown below: 
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VALUATION BANDS  

A 
£ 

 
B 
£ 

 
C 
£ 

 
D 
£ 

 
E 
£ 

 
F 
£ 

 
G 
£ 

 
H 
£ 

206.55 240.97 275.40 309.82 378.67 447.52 516.37 619.64 

 
 
 
3.19 That having calculated the aggregate in each case of the amounts at 3.17 and 

3.18 above, the Council, in accordance with Section 30(2) of the Local 
Government Finance Act 1992, hereby sets the following amounts as the 
amounts of Council Tax for 2011/12 for each of the categories of dwellings 
shown below. 
 
 
 
 

 
 
 

3.20 To agree, subject to the decision of Members on recommendation 3.15 that 
Hackney’s budget requirement for 2011/12 be £305.247m which results in a 
Band D Council Tax of £998.45 for Hackney purposes and a total Band D 
Council Tax of £1,308.27 including the Greater London Authority (GLA) 
precept. An analysis of the total Band D Council Tax across Council Tax 
Bands is shown in 3.19 above and an exemplification of discounts is shown in 
Appendix 6. 

 
3.21 To agree the Treasury Management Strategy for 2011/12 to 2014/15, and the 

Treasury Policy Statement coming into force on 1 April 2011 as set out at 
Appendix 10 

 
3.22 To agree the criteria for lending and the financial limits set out at Appendix 10. 
 
3.23 To approve the MRP statement setting out the method of calculation to be 

used, as set out in Appendix 10. 
 
3.24 To agree that the Corporate Director of Finance and Resources will arrange for 

any subsequent changes to the new directorate structures to be effected by 
virements during the 2011/12 financial year. 

 
 
4 REASONS FOR DECISION 
 
4.1 Previous decisions in this context relate to: 

 

  
VALUATION BANDS  

A 
£ 

 
B 
£ 

 
C 
£ 

 
D 
£ 

 
E 
£ 

 
F 
£ 

 
G 
£ 

 
H 
£ 

872.18 1017.54 1162.91 1308.27 1599.00 1889.73 2180.45 2616.54 
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• The Council Budget and Council Tax Report for 2010/11 agreed by Council on 2 
March 2010. 

• The Capital Programme Update Reports presented to the meetings of Cabinet 
regularly. 

• The Medium Term Planning Forecast 2011/12 to 2013/14 agreed by Cabinet on 
25 Jan 2010. 

• The Medium Term Planning Forecast 2011/12 to 2013/14 agreed by Cabinet on 
24 July 2010. 

• Council Tax Base setting report agreed by Council on 24 January 2011 

• Previous Overall Financial Position (OFP) Reports regularly presented to 
Cabinet, including specifically the reports on 20 October, 22 November 2010 and 
18 January 2011 which included specific details of efficiency proposals. 

 
 
 
 

5 BACKGROUND 
 

Policy Context 
 
5.1 This report sets out the Council’s Budget Revenue and Capital Proposals for 

2011/12 and encompasses the financial impact of proposed corporate and service 
based changes reflected in the Corporate Plan, and Business (Divisional–level) 
Plans and underlying Service Plans.  The report also continues to demonstrate that 
the Council can deliver a balanced budget for 2011/12 following the significant 
reductions in government support following the Local Government Finance 
Settlement 2011/12. 
 

5.2 The Mayor’s budget proposals set out in this report show the position in relation to 
the development of the 2011/12 Revenue Budget including the effect of savings 
proposals in relation to the 2011/12 financial year  

 
5.3 The annual budget decisions are among the most important of those which local 

authorities are called upon to make during the course of the year.  This is 
emphasised by the fact that they are among the few decisions which the Council is 
not permitted by law to delegate to a Committee or to Officers.  They affect every 
household and service user and the manner in which decisions must be made, is 
closely prescribed by law.  Appendix 1 of this report sets out the relevant legal 
considerations which affect the budget process of which Members must be aware.  
Members are required therefore to give careful consideration to the information and 
advice set out in this report. It is also important in taking this decision Members take 
into account the Medium Term financial forecast and recognise that the scale of 
reductions set out will impact significantly on the services the Council provides 
beyond 2011/12. 

 
5.4 In addition, the Local Government Act 2003 placed a specific personal duty on the 

Corporate Director of Finance and Resources to report to Council on the robustness 
of the estimates and the adequacy of reserves allowed for in the budget proposals. 
Members are advised that due regard has been given to the requirement of the 
Local Government Act 2003 during the current budget process. Specific reference is 
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made to the adequacy of the General Fund reserves in paragraph 8.2. The position 
on the HRA reserves includes a projected level of balances of £10.2m by 31 March 
2011.  This level of balances is in-line with the Council’s policy on reserves and 
balances.  However, he advises that this is a matter that Members should keep 
under review as well as noting that £1m of the Transition Grant allocated to the 
Council will be held to supplement contingencies held corporately. 
 

5.5 It should also be noted that there is an ongoing requirement to review limits and 
indicators in accordance with the Prudential Code. There is a requirement to agree 
these indicators and limits are set in conjunction with the Council’s overall budget.   

 
Equality Impact Assessment 

 
5.6 The Cabinet must have due regard to equality obligations to eliminate unlawful 

racial, disabilities and sexual discrimination and harassment, promote equality of 
opportunity for all and promote good relations between people of different racial 
groups, eliminate harassment of disabled persons that is related to their disabilities, 
promote positive attitudes towards disabled persons, encourage participation by 
disabled persons in public life: and take steps to take account of disabled persons 
disabilities, even where that involves treating disabled persons more favourably than 
other persons.  In order to fulfil these obligations the full Equality Impact 
Assessments (EIA) are available to Members. 
 

5.7 Work has been undertaken to ensure that all tranche 1 and 2 proposals have had 
the appropriate Equality Impact Assessments undertaken where applicable.  The 
tranche 1 and 2 proposals protected frontline services and are therefore intended as 
having either a neutral or beneficial impact on services, including for equality target 
groups and there is no cumulative or individual impact identified to date as a result of 
the EIA process.  A number of the proposals, in particular those relating to savings 
through negotiating better prices for example in relation to Insurance and 
telecommunications, ultimately mean the same service at less price.   
 

5.8 The Corporate Director of Health and Community Services and HMT lead officer for 
equalities, will use the Corporate Equality and Cohesion Board to revisit the EIAs for 
these savings retrospectively to assess whether there were any unintended negative 
equality impacts that have not been identified as part of the EIA process. 

   
5.9 The potential equality impact in the short term therefore is on staffing.   Not all post 

reductions will result in redundancies as some involve deletion of vacant posts and 
those covered by agency staff.  Workforce equality data are considered “sensitive 
personal data” under the Data Protection Act 1998 and, as such, restructurings 
involving small numbers of staff cannot be published.  As most of the decisions are 
statistically small the impact to date has been analysed against the workforce as a 
whole.  To date this shows no significant impact on the workforce profile as a whole.  
From March 2011, the Hackney Diversity Forum, chaired by the Deputy Mayor, will 
receive regular reports on the cumulative impact on the workforce profile of the 
savings.  It should also be noted that to mitigate the impact of funding reductions on 
staffing the Council has operated a Voluntary Redundancy.  An EIA has been 
undertaken on the applications made, which did not identify any adverse impacts, 
and a further EIA will be undertaken on applications formerly accepted and rejected. 
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6 COMMENTS OF THE CORPORATE DIRECTOR OF FINANCE AND RESOURCES 
 
6.1 The Corporate Directors comments are set out in section 2 of this report. 
 
 
7 COMMENTS OF THE CORPORATE DIRECTOR OF LEGAL AND DEMOCRATIC 

SERVICES 
 
7.1 Under the Local Government Act 2003 calculation of the Council Tax and adoption 

of an annual budget must be made by full Council on the recommendation of the 
Mayor and Cabinet. 

 
7.2 When considering decisions on the budget and the level of Council Tax, Members 

should have regard to the legal framework for such decisions as outlined in 
Appendix 1.  When considering the budget, Council must take into account this 
report of the Chief Finance Officer on the robustness of the estimates and the 
adequacy of the proposals for reserves.  The Council has a legal duty to set a 
lawfully balanced budget and adoption of the recommendations in this report would 
fulfil its obligations in this regard.  

 
7.3 Under section 106 of the Local Government Finance Act 1992, any Member who is 

in arrears of two months or more Council Tax must declare it at the meeting and 
abstain from voting on the report. 

 
8 THE COUNCIL’S GENERAL FUND FINANCIAL PERFORMANCE IN 2010/11 

 
8.1 Based on Directorate returns, the General Fund forecast for 2010/11 at the end of 

December 2010 is for the outturn to be an underspend against the revenue budget 
of £6m and unspent contingencies of £3.508m.  Members are asked to note that this 
underspend is primarily due to the early delivery of the 2011/12 efficiency proposals 
and has enabled the Council to build up capacity to manage a series of transitional 
costs as well as funding a voluntary redundancy scheme that has enabled the 
impact of the reductions in government support to be managed carefully and without 
an adverse impact upon the work force.  The decision to implement efficiency 
proposals in advance of 1 April 2011 was a deliberate approach to enable the 
Council to ‘get ahead of the game’ as it became clear that the level of Government 
reductions would be significant in 2011/12 and beyond.  These efficiencies were 
delivered without an impact on front line services reaffirming the administrations 
commitment to protect front line services. 

 
8.2  This will be the eighth consecutive year that the Council has managed to spend 

within its budget and the unallocated General Fund reserves of £15.0m brought into 
2010/11 would be unchanged going into 2011/12. The directorate contingencies of 
£3.508m will, in line with previous practice, be allocated to support the capital 
programme or other one-off schemes.  In line with the requirements of Local 
Government Act 2003, the Corporate Director of Finance and Resources, is of the 
view that the General Fund balances and the planned level of reserves are adequate 
to meet the Council’s financial needs for 2011/12 at this time. 
 

8.3 The maintenance of Corporate contingencies continues to be an important element 
of the Council’s Financial Strategy. The 2011/12 proposals include maintaining the 
Corporate contingency budgets at broadly the same level as 2010/11. In addition the 
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earmarking of £1m of the Transition Grant supplements this provision on the basis of 
the higher level of efficiencies proposed. 

  
8.4 It is recommended that similar arrangements apply for 2011/12, as those that apply 

to 2010/11, i.e. that the commitment of these sums in-year should continue to be 
permitted only on the agreement of Cabinet after it has considered a written report 
from the Corporate Director of Finance and Resources setting out the circumstances 
of each case and with a full justification provided by the relevant Corporate Director.   

  
 
9 THE GENERAL FUND BUDGET STRATEGY 2011/12 
 
9.1 In previous years General Fund Budget Strategy was been built on the stability 

resulting from multi year finance settlements which also resulted in a more 
transparent process which involved consultation with all Hackney’s stakeholders. 

 
9.2 Members will be aware that 2010 has been a year of unprecedented change in the 

level of Public Sector finances. This was first indicated in the June 2010 Emergency 
Budget and confirmed in the October 2010 Spending Review. Members and Officers 
have been aware throughout 2010 that firm figures of resources available to Local 
Government would not be available until December 2010 but have always worked on 
the assumption that there would be significant reductions in Central Government 
support.  To a large degree therefore budget planning for 2011/12 had to be carried 
out based on assumptions rather than firm knowledge. 

 
9.3 As a result the Corporate Director of Finance and Resources worked with Cabinet 

Members and the Hackney Management Team (HMT) throughout the Summer of 
2010 to formulate detailed savings plans which has enabled the production of a 
balanced budget when the specific grant relating to funding a Council Tax freeze 
was included.  It should also be noted that in advance of the CSR proposals were 
being developed on an even spread basis, whilst the CSR indicated the significant 
front loading of resource reductions that has led to the Council having to bring 
forward a number of proposals including the deletion of further management posts 
and consolidating services. 

 
9.4 The Local Government Settlement, announced on 31 January 2011 was broadly in 

line with the revised planning assumptions following the CSR. Although the headline 
reductions in support appeared at first glance to be less than previously anticipated, 
this was largely down to the inclusion of one-off damping arrangements to protect 
those authorities (of which Hackney is included) who had been disadvantaged the 
most. The result of this to some degree means that whilst we have been able to 
propose a balanced budget for 2011/12 there remain some significant funding 
reductions in future years. These are shown in the 2012/13 to 2014/15 Medium Term 
Planning Forecast also included on the February Cabinet Agenda. 

 
9.5 The overall strategy is built on the premise of ensuring balanced budgets for the 

future, protecting services, without the need for any special financing arrangements.  
Indeed the Council has agreed a financial strategy built on certain principles namely 
sustainability, proactively managing the impact of (future) resource requirements, 
linking capital and revenue.   

 
9.6 In following these principles the Council has agreed the following: 
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• The Council has sought to ensure that the Authority has sufficient capital 
resources to replace and maintain its assets. RCCOs within the base budget 
are £8.368m. In addition, contributions of £2.678m have been made to the 
ICT replacement reserve and included in the 2011/12 base budget. 

• Improving the integration of capital and revenue projections continues to be 
an important principle behind this budget and the MTPF. By establishing a 
meaningful level of RCCOs / ICT replacement reserves within the base 
budget this provides the Council with some of the resources it requires to 
attain a truly sustainable budget position. Another key element to this 
approach is to ensure sufficient funding within revenue budgets is available to 
ensure that the Council’s investment in its asset portfolio is properly 
maintained. 

 
• Utilising the £6.146m of Transition Grant to protect services, pump prime the 

early delivery of efficiency savings, provide some additional contingency 
coverage due to the significant level of savings needing to be implemented 
and to create a community fund to provide one-off resources directly to local, 
volunteer-run groups or activities, subject to criteria that seeks to sustainably 
widen participation and access of young people.  Specifically this transition 
grant will be applied as follows with balance of £0.146m applied to the 
resources required to fund the Capital Programme. 
 

 
 

Summary of Proposal Amount £000 
Establishment of a Community Fund for Young People to provide 
small scale, one-off resources to help establish volunteer-run 
groups or activities to deliver, or help existing ones to sustainably 
widen participation in, sport, cultural or similar projects. 

500 

Provision of transitional support to Schools to mitigate the 
increase in the employers contribution following the recent 
triennial valuation of the Local Government Pension Scheme and 
stagger it over two years 

1,500 

Earmarking resources to fund the impact of severe winter damage 
on the Councils Capital Infrastructure minimising higher costs 
being incurred in future years. 

1,500 

Provision to supplement the Corporate Contingency to mitigate 
risk of any slippage and non delivery of savings impacting upon 
services. 

1,000 

Acceleration of implementation of New Ways of Working and 
building consolidation programme to reduce accommodation costs 
and release assets. 

500 

The savings proposals relating to the Transforming Adult Social 
Care Programme are extensive and complex.  Proposal here is to 
earmark resources to pump prime facilitate early delivery of 
savings proposals.   

500 

Earmarked resources to fund severance costs from the down-
sizing of the workforce. 

500 

TOTAL 6,000 
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10 OVERALL POSITION ON THE GENERAL FUND 

10.1 The overall position is summarised in the table below.  

 2011/12 
Budget  

2010/11 
Budget  

Net Expenditure Budgets £m £m 
Directorate Cash Limits 
   Children & Young Peoples Services 
   Health and Community Services 
   Chief Executive’s 
   Legal, HR and Regulatory Services 
   Finance & Resources 
   Housing 
   Education – Schools Budget   
   Less Dedicated Schools Grant 
   HRA Recharge 
 

 
46.822 
138.170 
10.269 
11.497 
75.215 
1.399 

192.832 
(192.832) 
(8.260)  

275.112 

 
46.744  
118.669 
9.598 
12.100 
79.773 
1.399 

157.578 
(157.578) 
(8.620) 

259.663 

General Finance Account  
RCCO in base budget 
One off expenditure funded from Collection Fund surplus 

17.434   
8.368 
4.333 

   25.378 
8.368 
0.926 

Net Expenditure Budget 2011/12 305.247            294.335            

Council Tax       
Formula Grant Settlement     
Estimated Collection Fund Surplus  
 
Net Resources 2011/12 

 (75.974) 
(224.940) 
(4.333) 

 
(305.247) 

(73.434) 
(219.975) 
(0.926) 

 
(294.335) 

 

10.2 The above budgets for 2011/12 reflect the new structure agreed by the Chief 
Executive’s Delegated Powers Report approved in December 2010. 2010/11 
Comparator figures have also been re-cast into the new structure to provide 
meaningful comparison. 

10.3 The net budget requirement of £305.247m for 2011/12 is around £11m more than 
that for 2010/11. However, this needs to be viewed in the context of the significant 
movements in grant funding that arose as a result of the 2011/12 Local Government 
Settlement. 

10.4 Although the above table shows an increase of around £5m in Formula Grant , the 
table at paragraph 3.1 of Appendix 11 to this report shows that the overall effect 
when adjusted for loss of all grants is a loss of resource of £38.8m. This has been 
partially mitigated for 2011/12 by the addition of a one-off transition grant of £6.2m. It 
should also be noted that the 2011/12 Local Government transferred a number of 
former specific grants into Formula Grant which in part masks the impact on overall 
resources, set out in Appendix 12 to this report. 
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10.5 Whilst not affecting the overall total budget requirement, the exact directorate 
location of some 2011/12 budgets is still to be finalised. In line with recommendation 
3.24, the Corporate Director of Finance and Resources will arrange for any 
subsequent changes to be effected by virements during the 2011/12 financial year. 
These changes will have no impact on service delivery or the resources used to 
provide the service.    

11 GENERAL FUND PRINCIPLES FOR 2011/12 

 
Inflation and Local Government pay 
 
11.1 The Government's preferred measure of inflation for economic management 

purposes is the Consumer Price Index (CPI). CPI is also the measure that the Bank 
of England's Monetary Policy Committee has to target when setting the Bank Rate.  
The OBR also published its Inflation expectations for the next 4 years as follows: 

 
     CPI  RPI 

• 2011/12 2.6%  3.2% 
• 2012/13 1.9%  3.2% 
• 2013/14 2.0%  3.3% 
• 2014/15 2.0%  3.3% 

 
CPI inflation in January 2011 rose to 4.0%, above expectations but is expected to 
start falling again during late 2011. It should be noted that in the short term inflation 
is expected to rise further as the full impact of the increase in VAT to 20% takes 
effect. The Bank of England’s position at this stage is that inflation, whilst always a 
concern, is likely to rise further in the short term but then fall back as the UK 
economy slowly recovers from recession.  This prognosis includes a number of 
assumptions about future interest rates movements, the economy not contracting 
and whether the Bank will inject any further cash into the economy.  The Bank also 
draws attention to the inherent difficulties of forecasting over this time span. 

 
11.2 The Government announced in the October Spending Review that Public Sector pay 

would be frozen for 2011/12 and 2012/13 for everyone earning in excess of £21,000 
p.a. However, beyond that time levels of public sector pay increases are unknown.  

 
11.3 Accordingly, in light of the above, pay  inflation has not be included in the 2011/12 

budget proposals with the exception of £0.250m which is an estimate of the amount 
required to honour a pay award of £250 for all staff earning less than £21,000. 
Members will also be aware that whilst it is expected to be frozen, the 2010/11 pay 
award has still not been formally agreed. In light of this there is a sum of £1.6m 
which equates to an across the board increase of 1% held in the General Finance 
Account as a provision against this possible future liability. However, this could be 
available to meet other cost pressures once the 2010/11 pay award is finally 
resolved. 

 
11.4 Non pay inflation has been set in light of forecasts of expected CPI for the whole of 

2011/12 (2.6%). In some areas the Council is likely to experience inflation different to 
this assumption and it should be noted that a number of the Council’s larger 
contracts may be linked to “local indices” which will not necessarily mirror CPI or 
RPI. The inflation uplift is therefore based on an expectation of the overall level of 
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general inflation likely to be experienced and Directors have been advised that they 
will need to manage their budgets within this overall framework.    

 
11.5 However, in light of the anticipated significant reductions in resources from Central 

Government for 2011/12 and beyond, except where a genuine need could be 
demonstrated, the decision was taken to not uplift cash limits for non- pay inflation. 
The rationale for this was that to do so would simply increase the level of savings 
required, but in the knowledge that savings in relation to the price of commodities 
could be realised. 

 
11.6 Over the last few years the Council has made procurement savings in excess of £6m 

through the negotiation of framework contracts across an array of goods and 
services. These savings have not historically been removed from base budgets on a 
like for like basis. Instead the Council has adopted a more holistic approach giving 
directorates the discretion to move budgets around so areas experiencing higher 
than anticipated inflation would be funded from areas where “windfall” contract 
savings have been made. This has enabled the Council to set a balanced budget 
and reflect the impact of the varying levels of inflation experienced across the 
Council. 

 
11.7 This method of dealing with inflation is sustainable for 2011/12 but it is the view of 

the Corporate Director of Finance and Resources that in future years, if inflation 
remains stubbornly above the Bank of England target of 2%, inflation will have to be 
added into base budgets. This is reflected in the latest MTPF. 

 
Helping Our Residents – The Benefits Service 
 
11.8 The Benefits Service continues to support the most vulnerable and those on low 

incomes in Hackney. The recession has impacted enormously on residents and 
therefore the demand on the Service continues to increase. At the end of January 
2011 there were 43,534 residents in receipt of Housing and Council Tax Benefit 
which represents over 40% of the households in the borough. The caseload has 
increased by 4% in the year from January 2010 and 13% since January 2009.  

 
In addition to promoting and encouraging the take up of Housing and Council Tax 
Benefit the Benefits Service routinely provides general welfare benefit advice and 
information to ensure that residents maximise all income and support available to 
them and their families.  The Corporate Director of Finance and Resources has also 
recently written to all Members and claimants setting out the latest changes in the 
benefits framework and highlighting expected changes.  It will be necessary to 
ensure the service supports residents carefully throughout the implementation of 
these changes and manages the impact sensitively. 

 
Pension Fund Actuarial Valuation and Contributions 
 
11.9 The Pension Fund suffered from the combined falls in equities and property values 

during the credit crunch from late 2008 through to early 2010.  Whilst investments 
have recovered from their lowest points, the Pension Fund liabilities have seen 
sharp increases due in part to increased longevity, but more importantly because of 
the fall in bond yields against which the liabilities are calculated.  

 
11.10 In addition to this it has been recognised for some time that there are major 

concerns about the rising costs of public sector pensions (including the local 
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government and teachers pensions) and whether the current arrangements are 
sustainable over the longer term. As a result the Government announced in June 
2010 that John Hutton had been appointed to head a review into Public Sector 
Pensions. The Commission issued an interim report in September and a call for final 
evidence in early November. Findings with recommendations, which are expected to 
include a move to career average scheme, are due to be announced in time for the 
Budget on 23rd March.  Timescales for consultation and implementation of changes 
are unknown at this stage but are expected to take 2-3 years. 
 

11.11 As the Administering Authority for the Pension Fund, the Council has a regulatory 
responsibility to obtain an actuarial valuation of the Pension Fund every 3 years and 
to issue a Funding Strategy Statement. This is undertaken by the Fund Actuary, 
Hymans Robertson as at 31st March 2010. The actuarial valuation sets out the latest 
funding position in terms of the assets and liabilities of the Pension Fund as at the 
valuation date of 31st March 2010. The progress of the valuation and the draft 
valuation itself have been presented on to the Pensions Sub-Committee at its 
meetings during the current financial year with the draft valuation report presented at 
the Committee meeting on the 20th January 2011. The valuation sets the employer 
contribution rates for the next 3 financial years commencing 1st April 2011 for all 
employers participating in the Pension Fund including the Council itself.  

 
11.12 As at 31st March 2010, the Pension Fund as a whole had assets of £729.6m 

compared to £1,108m liabilities resulting in a deficit of £378m or a funding level of 
65.8%, i.e. for every £100 of liabilities to pay pensions there was £73 of assets to 
meet those liabilities. Since the valuation in 2007, there has been a significant 
deterioration in the funding level due primarily to lower investments returns than 
expected as a result of the financial crisis which ensued following the banking 
collapse. The funding level at the 2007 valuation was 78% with a deficit at that time 
of £198m. The contribution rate for the Fund as a whole has been set at 31.1% of 
pay of which 16.7% represent the percentage attributable to current employees for 
benefits which are payable in retirement, 14.4% represents the percentage payable 
in respect of the deficit position with the deficit to be recovered over 22 years.  

 
11.13 The Council’s position as a separate employer in the Pension Fund shows a funding 

level of 61% with a future service contribution rate of 16.5% expressed as a 
percentage of payroll and 20.4% representing the historic costs (i.e., a total 
contribution rate of 36.9%). The overall contributions to be paid by the Council have 
remained in line with the 2007 valuation avoiding the need to increase contributions 
payable by the Council. This has been achieved by agreeing with the Actuary that 
the deficit recovery period will be increased from the current 12 years to 22 years. If 
this change had not been agreed, the overall contribution rate for the Council would 
have had to increase to 55%. All assumptions including those regarding inflation, 
asset outperformance and future pay rises continue to be set at prudent levels. 

 
11.14 At this stage the valuation remains in draft format, with the final version to be 

submitted for formal approval by the Pensions Sub-Committee at the end of March. 
Whilst the draft valuation is not expected to change significantly, we are anticipating 
the outcome of the Public Service Pension Review being conducted by Lord Hutton 
in March which may affect the valuation. The budget proposals have however been 
based upon the draft report, this being the most recent information available at the 
time the budget for the Council is set. 
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11.15 The Funding Strategy Statement sets out how the Pension Fund will approach its 
liabilities and meet those liabilities going forward and the recovery period for 
recovering any deficit. This has been approved by Pensions Sub-Committee at its 
meeting in January 2011 following consultation with employers. As with the formal 
valuation report, it is not anticipated that it will require amendment, but may also be 
affected by the Hutton review.  

 
11.16 The full actuarial report and the Funding Strategy Statement are available for 

Members to review from the Financial Services Section, jill.davys@hackney.gov.uk 
 
London Pension Fund Authority (LPFA) 
 
11.17 In 2008 the LPFA looked at the assumptions underpinning the level of funding to its 

Pensioner Sub-Fund (primarily for ex Greater London Council and Inner London 
Education Authority employees). This gave rise to additional cost pressures for 
Hackney of £1m. 

 
The LPFA issued a provisional Levy for 2009/10 which included an additional 
contribution from Hackney of £0.385m. This was included in the budget approved by 
Members on 4 March 2009. Consultation with London Boroughs is still ongoing to 
determine the exact additional costs but it is expected that these will be broadly the 
same as the original LPFA proposals issued in 2008. Our best estimate is that the 
Council is likely to face an overall increase of around £1m by 2012. Accordingly in 
addition to a further £0.385m in the 2010/11 budget we have included £0.3m in the 
2011/12 budget proposals. This will be held in base budget until the issue is finally 
resolved with the LPFA.  

 
Concessionary Fares 
 
11.18 The method of calculating Hackney’s contribution to the Concessionary Fares 

Scheme in 2011/12 has been advised by London Councils. This includes the 
contribution to Transport for London (TfL), National Rail, Non-TfL bus and survey 
and re-issue costs. 

 
The 2011/12 Estimated Total Concessionary Fares Settlement for Boroughs is 
£302m, where Hackney’s contribution is £10.08m. As part of the 2011/12 settlement, 
specific grant transferred from TfL to the Boroughs and was included in Formula 
Grant Allocation. The value of this for Hackney was £1.8m resulting in a net cost to 
Hackney of £8.3m for 2011/12. This can be compared to the 2010/11 total charge of 
£7.024m. 
 
The latest settlement of £302m reflects TfL’s decision to abandon the TfL cap and to 
substitute its latest estimate of actual costs. This explains the significant worsening 
of the Concessionary Fares charge advised to Members in Autumn 2010.   

 
North London Waste Levy (NLWA) 
 
11.19 The NLWA is considering substantial capital investment over the medium to long 

term (up to 2044) to manage its waste operations. More detailed proposals are 
currently being developed and the full impact is yet to be established. It seems 
reasonable to assume that given the pressures facing all waste authorities, and in 
particular the dwindling availability of landfill options, costs are likely to increase 
significantly above mainstream inflation. 
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11.20 The 2011/12 Levy represents an increase of around £0.300m on 2010/11, an 

increase of around circa 6%. In 2012/13 the Levy is forecast to increase by around 
£1.5m (30%). However, this large increase was originally anticipated to happen in 
2010/11 so the overall base budget provision in 2011/12 will be sufficient to meet the 
expected 2012/13 Levy once the planned MTPF increases are added. 

 
Learning Trust Contract 
 
11.21 The contract with The Learning Trust (TLT) was entered into for a period of 10 years 

from August 2002. The Medium Term Planning horizon now encompasses the end of 
the contract in August 2012. There is now in place an agreement to work closely with 
TLT to have a managed approach to the conclusion of the contract. 

 
Fuel and Utilities 
 
11.22 Over the last two to three years the Council has experienced volatility in its fuel and 

utility costs. Whilst some of the large increases have been partially offset by large 
decreases, the trend has been for fuel and utility costs to increase significantly above 
mainstream inflation. This trend is expected to continue. 

 
11.23 A provision has been included in the General Finance Account as part of the 

2011/12 budget proposals to meet these increases. 
 
Use of Reserves 
 
11.24 The Council maintains two broad categories of reserves as shown in Appendix 4: 
 

§ A General Fund balance which is held as a working balance and a general 
contingency against unforeseen events impacting on the Council’s financial 
standing. In the 2010/11 Budget report, Members agreed to adopt a revised 
policy on General Fund balances which set the minimum level of the General 
Fund balance. In view of the risks faced by the Council, the Corporate Director 
of Finance and Resources deems that a £15.0m balance is necessary in the 
current circumstances. The level of the HRA balance is determined through the 
HRA MTPF, based on this assessment the current level of £10.2m is deemed 
by the Corporate Director of Finance and Resources to be adequate.  

 
§ Earmarked reserves split into three principal categories: 

- Resources earmarked for use in support of the capital programme, currently 
totalling £46m. These are for the most part committed against schemes and 
will be spent as the scheme is delivered. Uncommitted resources are held 
where schemes have not yet been finalised but are almost certain to be 
required at a future date.  

- The HRA Right-Sizing Reserve, estimated to be £21m as at 31 March 2011. 
This is held in anticipation of the need to significantly down-size the HRA as 
Council Dwelling stocks fall and to finance some housing related capital 
schemes. The planned use of this reserve in 2011/12 is £1.3m. 

- General Fund Revenue Reserves totalling £71m. Key elements of this 
include the following: 
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• Pensions Backfunding Reserve of £4.1m which is retained in order to 
mitigate the impact on employer’s contributions of any changes arising 
from the triennial valuations of both the Council Fund and other Funds to 
which the Council contributes. It also provides funding to protect the 
overall contribution agreed as part of the triennial valuation which would 
otherwise diminish as a result of a reduced workforce going forward.  

• Building Capacity Reserve of £5.0m was established in 2009/10 in 
anticipation of costs arising from the downsizing of the Council’s 
workforce as a result of the savings required to be found in future years’ 
budgets. This will provide financing for some of the costs of the voluntary 
redundancy scheme that was launched in 2010/11.  

• Insurance Reserve of £6.1m. This provides contingency cover for 
uninsured losses and potential future claims. Its future use and level will 
be informed by the annual valuation of outstanding insurance liabilities. 

• £4.8m is held as an Olympic reserve to ensure Hackney residents 
benefit from a lasting legacy of the games. In addition a further £1.9m 
reserve his held for ensuring that existing regulatory and other priority 
services can continue to operate effectively during the period of the 
Olympic and Paralympic Games. 

• Reserves largely retained for service directorate use include an 
underspend and contingencies reserve of £13.08m, of this £0.96m is 
held against capital schemes and is included in the £46m referred to 
earlier. The remainder is earmarked to be spent on one-off proposals 
arising out of the budget process. 

 
11.25 Any interest gained on holding these reserves are used to support the capital 

programme, this is referred to in paragraph 24. It should be noted however, that as 
balances available for investment reduce and given historically low interest rates the 
interest earned on these balances continues to reduce and is significantly lower than 
has been available in the past. 

 
 
12 GROWTH AND EFFICIENCY SAVINGS 
 
12.1 Detailed proposals regarding savings and efficiencies have been considered 

throughout 2010/11 by both Governance & Resources Scrutiny Commission and 
Cabinet and these measures have been fully integrated into the budget proposals 
outlined in this report. 

 
12.2 This approach was part of the Council’s policy to bring forward proposals required to 

mitigate the impact of the reductions in grant funding that resulted from the Local 
Government Finance Settlement. In doing so, we have been able to identify 
measures, some of which could be implemented during 2010/11, whilst continuing to 
protect frontline services. 

 
12.3 A number of specific pressures have been addressed within the budget, as set out 

below: 
 

Pressure Details £m 
Concessionary Fares Due to changes in the agreement with 2.800 
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Transport for London, Concessionary Fares 
increased by around 30%. 

North London Waste 
Authority levy 

Increased waste disposal and treatment 
costs 

0.300 

Housing Benefit subsidy A change in government legislation resulted 
in a reduction in Subsidy given. 

1.000 

Adult Social Care 
demographic pressures 

Increased demand for direct payments and 
homecare hours to meet complex needs and 
additional care packages 

0.300 

Learning Difficulties Transitioning young adults with Learning 
Disabilities 

0.420 

National impact of the 
Southwark Council 
judgement on Children’s 
services 

The Southwark judgement set a legal 
precedent for the provision of care packages. 
The full impact is still to be felt but the cost to 
the Council is expected to be in the region of 
£1m 

1.000 

Business Rates 
revaluation 

This reflects the increase in the charges for 
Business Rates following the re-valuation in 
2010 

0.250 

Loss of parking income Parking income has fallen due to fewer 
parking violations.  

0.870 

Climate Change Levy The levy is part of a range of measures 
designed to help the UK meet its legally 
binding commitment to reduce greenhouse 
gas emissions. It is chargeable on the 
industrial and commercial supply of taxable 
commodities for lighting, heating and power 
by consumers in the following sectors of 
business:industry  

§ commerce  
§ agriculture  
§ public administration  
§ other services 

 

0.250 

Total  7.190 
 
 
 AREA BASED GRANT REPLACEMENT 
 

12.4 As set out in the sections above and in reports to Cabinet and Governance and 
Resources, of the £44m grant reduction to the borough for 2011/12, Hackney (and 
more specifically Team Hackney) has lost Area Based Grant totalling approximately 
£17m.  The Area Based Grant funding has either been cut completely by the 
government with no compensatory funding streams (such as £12m Working 
Neighbourhoods Fund) or reallocated elsewhere by the Government (such as money 
for worklessness programmes going straight from the Department for Work and 
Pensions to JobCentre Plus).  All funded programmes were commissioned by Team 
Hackney until March 2011, and delivery agents were told in March 2010 that there 
should be no expectation of funding beyond March 2011.   
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12.5 Whilst the Council has not been directly responsible for the allocation of these funds, 
it is proposed that approximately £3m of Council funds be used to “step-in” and pick 
up and continue particular projects that Team Hackney had commissioned.  As part 
of the Council’s budget setting process, priority areas have been identified which 
would be disproportionately affected by withdrawal of the additional funding streams 
which formed the Team Hackney commissioned programme, thereby affecting the 
achievement of priorities in the Manifesto and Sustainable Community Strategy. The 
priority areas are: 

 
• Youth Provision  
• Community Safety, Youth Crime Reduction and Gang Intervention  
• Domestic Violence  

 
12.6 In addition, due to legislation and to public service reform, some specific risks have 

been identified to the third sector and to community networks. The total level of 
continued investment proposed is £3,260,000 against the main priorities and 
£150,000 against priorities for third sector infrastructure and community networks – a 
summary breakdown is provided in the table below.  This report provides proposals 
for additional funding against these priority areas for consideration, as part of the 
Council’s budget setting process.   
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Table 1: Summary of proposed additional funding  

Main Priority areas  

Proposed 
investment 
£k  

Sub 
totals  
£k 

Youth Provision   2200 
Positive Activities for Young People  500  
Youth Led Grants Programme (formerly Youth 
Opportunities Fund) 

200  

NEET engagement  200  
Family Intervention  900  
Health related issues (mental health, substance misuse)  400  
Community Safety, Youth Crime Reduction and Gang 
Intervention 

 860 

Gangs Intervention Team  400  
Crime prevention – night time economy, and borough hot 
spots 

310   

Anti-social behaviour (inc. Crackdown) 100  
Safer Hackney Communications 50  
Domestic Violence   200 
Domestic Violence  200  
Total investment required against main priorities  3260 3260 
Third sector and community  infrastructure    
Local Involvement Network (LINk) 50  
HCVS 100  

Total additional investment required  
 

150 
 

150 
GRAND TOTAL  3410  3410 

 
 
13.      COUNCIL TAX, COLLECTION RATE AND COLLECTION FUND SURPLUS 
 
13.1 The 2011/12 budget proposals are set on the basis of no increase in the Hackney 

element of the Council Tax. 
 
13.2 To determine the total amount of income to be raised from Council Tax for 2011/12, 

both the amount expected to be collected (the collection rate) and the physical 
number of properties in the Borough (the taxbase) have to be considered. 
 

13.3 In these proposals an assumed collection rate of 95% has been used. This is up 
0.5% from the estimate included in the July 2010 MTPF. From 2012/13 onward, the 
forecast collection rate remains the same. We will continue to use this rate until such 
time as the Corporate Director of Finance & Resources is confident that a higher 
collection rate is sustainable in the medium term. 

 
13.4 The targets set out above are challenging, but based on recent performance we 

would hope to exceed these as part of the process of delivering continuous 
improvement. However, it needs to be recognised that in the current financial 
climate there is a risk that the levels of collection may be difficult to attain due to 
changes in circumstances for Hackney residents. It will be important for the 
Corporate Director of Finance and Resources to keep these targets under review in 
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the light of actual collection to ensure the forecasts provide a realistic basis for 
budget setting purposes. It is important to note that each 1% increase (or shortfall) 
against target changes resources by approximately £0.8m. 

 
13.5 The physical taxbase as calculated in January 2011 showed an increase in the 

number of Band D equivalent properties of about 1,600 giving a potential increase in 
Council Tax revenue of £2.54m when compared with 2010/11.  

 
13.6 In summary therefore and assuming no increase in the Hackney element of the 

Council Tax, a 95% collection rate and the increase in the Council’s taxbase, these 
budget proposals assume an overall income from Council Tax for 2011/12 of 
£75.974m, an increase of £2.54m on 2010/11. 

 
13.7 Changes in the collection rate or physical taxbase will be reflected in the Collection 

Fund. If there are more properties than assumed and/or if Council Tax collection is 
above the planned rate the Collection Fund will be in surplus. As mentioned earlier, 
Collection Fund surpluses are used to fund one-off expenditure. 
 

 
14 ROBUSTNESS OF THE ESTIMATES, ADEQUACY OF RESERVES AND 

CONTINGENCY 
 
14.1 The Council faces a number of corporate risks, the preceding paragraphs in this 

report have reflected on how these risks are being addressed in the 2011/12 budget. 
Risks identified as emerging after the period of this budget will be dealt with through 
the risk register contained within the MTPF and are not repeated in this report. 

 
14.2 Section 25 of the Local Government Act 2003 requires the Councils Chief Finance 

Officer  (The Corporate Director of Finance and Resources) to report on the 
following matters; the robustness of the estimates and the adequacy of the proposed 
financial reserves. 

 
14.3 The Council has taken a long term and strategic approach to managing the budget 

gap over a number of years and this has allowed and continues to allow proposals to 
be developed to cover a range of years to enable services to be properly and fully 
reviewed.  The authority enjoys a high measure of financial stability and has over a 
number of years managed its finances well.  Inevitably there are several risks to the 
budget and these have been set out in this report including the challenges around 
delivery of savings proposals and the measures in place to mitigate these risks.  This 
includes not only maintaining the Corporate Contingency at the current level of 
£3.5m, but also supplementing it with £1m of transitional grant.  In addition and set 
out in section 11 is the position in relation to reserves and balances.  The clear 
advice of the Corporate Director of Finance and Resources is that the current level 
of General Balances should be held at the existing position of £15m which is in line 
with our current policy to not allow the general balance to drop below £15m and to 
hold earmarked reserves for a range of specific purposes. 

 
14.4 To summarise, based upon the measures in place to manage the delivery of the 

savings, the provisions made in relation to contingency sums, levels of reserves and 
balances the Corporate Director of Finance and Resources is of the view that the 
estimates are sufficiently robust and reserves adequate on the basis no allocations 
unless already planned are undertaken.  
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15 COUNCIL INVESTMENT IN SERVICES 
 
15.1 In 2011/12 the Council plans to spend circa £1.06bn on services to Hackney 

residents including, Education, Housing, Adult Social Care, Children’s Care and 
Youth Services, Sport and Leisure, Refuse collection and recycling and street 
cleaning and maintenance.  

 
15.2 This significant investment is funded from a combination of sources including, 

Government grants, Housing rents, other fees and service charges and Council Tax. 
The planned expenditure and employees are spread among main front-line service 
directorates and smaller support directorates. In addition to this the Council’s 
Education Service is provided by its external contractor, The Learning Trust. The 
following paragraphs give a brief outline of some of the major services provided.  

 
Public Realm  

 
15.3 This division plans to spend around £57m in 2011/112 to keep Hackney streets 

clean, safe and accessible and provide services for Waste and Recycling, Parking 
and Street Markets. This investment will result in: 

 
• Around 296 miles of Hackney’s streets being cleaned by skilled operatives 

every day. 
• Three Graffiti and fly-posting removal teams. One in the North of the borough, 

one in the South and a third which is an emergency team which works 
borough-wide as required. 

• Regular town centre intense cleaning programmes where footpaths are 
washed with high pressure hoses to deep clean the footway. 

• Maintenance of around 11,206 street lights on the boroughs roads and 
footpaths. 

• Around 8.5m household waste collections service to residential properties in 
the borough 

• A weekly waste collection service on main roads and town centres. 
• Commercial Waste collection service 7 days a week to businesses. 
• Around 6m recycling collections across the borough to enable general 

household waste, food waste and garden waste to be recycled. 
• Around 300 tonnes of recycling collected from estates in Hackney each 

month. 
• Oversee the management of all parking places, P&D equipment, signs and 

lines, car park facilities and the CPZ review programme (17 CPZs & 5 car 
parks). 

• Maintenance of all contracted services and Service Level Agreements 
including the On/Off-Street enforcement contract of approx £3.4m/pa, 
Abandoned Vehicles, Cash Collection contract and CCTV enforcement. 
(Including blue badge fraud operations). 

• Managing and co-ordinating all of the administrative processing functions for 
all Penalty Charge Notices, Parking Permits and Suspensions, Dispensations 
and managing Debt Recovery. 

• Management of market operations in the 5 Council operated street markets 
and regulating street trading licenses in accordance with statutory 
requirements and Council policies. 

 
Parks and Green Spaces 
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15.4 The Parks and Green Spaces service plans to spend around £5.1m in 2011/12, 

managing and maintaining Hackney’s 62 parks, gardens and open spaces, which 
total approximately 318 hectares, and range from the largest concentration of 
football pitches in Europe at Hackney Marshes, to Springfield and Clissold parks. 
There are 12 Green Flag Parks in Hackney – the national quality standard for parks.  
 

15.5 There is continuing investment in Hackney’s parks and open spaces, delivering 
significant benefits for the borough including new and restored community facilities, 
enhanced parks and green spaces and an improved infrastructure. Examples for 
2011/12 include the restoration of Clissold House & Park, completion of the 
regeneration of Shoreditch Park and refurbishment of facilities within parks across 
the Borough.  
 
Safer Neighbourhoods  
 

15.6 To improve public safety by working in partnership with the Police and other statutory 
bodies to reduce crime, disorder, anti social behaviour, protecting the health of 
residents, workers and visitors and protect consumers and businesses from bad 
trade practices. This investment will result in: 
• Around 15,000 Environmental Enforcement and Pollution control street 

patrols and visits to business and residents to tackle persistent noise 
nuisance, manage contaminated land and asbestos control and take 
appropriate action against those who cause or benefit from all aspects of 
environmental anti social behaviour such as litter, waste dumping, graffiti, 
flyposting, and illegal street trading. 

• Environmental Health will carry out around 1,600 Inspections relating to food 
hygiene, food standards, and health and safety. In addition the service will 
take forward the investigation of more than 500 service requests.  The service 
will also undertake around 2000 enforcement actions which will include 
informal and formal actions.  

• Trading Standards will undertake 1,200 inspections of high, medium, and low 
risk premises to check trading standards, restricted age sale and smokefree 
compliance and 24 projects concerning local trading issues to protect the 
Hackney resident and consumer. The service will Investigate 320 consumer 
complaints. The service will check on overloaded vehicles being driven in 
Hackney in order to prevent accidents and damage to roads.  The service will 
do more than 500 enforcement actions including 60 formal actions (including 
prosecutions) and seizures of counterfeit goods. 

• Around 5,000 inspections of premises (houses etc) for pest control purposes. 
• Undertake around 45 cremations / burials of people with no next of kin. 
• Develop the new three years Partnership Community Safety Plan to assure 

further reductions in crime. 
• Around 27,000 camera hours of CCTV footage monitored per member of 

staff. 
• Persistent enforcement action backed with educating retailers, to reduce the 

number of illegal sales of knives, cigarettes and alcohol to children to maintain 
the reductions achieved in previous years.  

• Delivering the Hackney DAAT Strategy effectively to reduce the number of 
drug users by providing effective drug treatment to 1,400 problem drug users. 

• Around 3,500 Building Control inspections and administering licence 
applications, licensing enforcement and licensing policy  
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• Enforcing minimum standards in privately rented accommodation and 
improving the lives of over 350 families by funding adaptations to their homes 
through our Disabled Facilities Grant programme. 

• Responding to crime and anti-social behaviour and providing support to 
victims and witnesses of anti-social behaviour. 

• Community Safety Wardens patrolling across the borough and taking 
enforcement action with regard to littering and dog-fouling. 

• Delivering a support service for victims of domestic violence and fast-tracking 
domestic violence cases to the specialist domestic violence court.  

 
Regeneration and Planning 
 

15.7 This division plans to spend around £7m in providing Planning and Regeneration 
services across the borough. This investment will result in: 

 
• Regeneration works with our partners to deliver a range of strategic 

regeneration projects in housing, business and employment. For Housing, 
Hackney plans to deliver with its partners around 1,300 new affordable homes 
in the borough in 2011-12, which is supported by £44m of Government 
funding. Looking forward, the proposed London Plan target for the borough is 
1,160 net new dwellings per annum, of which at least 580 (50%) will be 
affordable. 

 
• The planning service, as well as processing and consulting on some 1,400 to 

2,000 planning applications from residents and businesses, is responsible for 
enforcing planning regulations.  The service is also responsible for 
safeguarding Hackney's historic built environment and is currently working on 
producing new statutory planning policies that will help guide and shape 
development proposals in the borough over the next 15 years. 

 
Olympics and Paralympics 
 

15.8 This division plans to spend around £2.4m in 2011/12. This will provide project 
management for the 2012 Programme’s 24 projects and the Olympic and 
Paralympics Programme. These projects are being delivered through the following 
boards: 
 
• Legacy: The 2012 Games will bring lasting benefits to the local community 

including a future for the media centres, a new neighbourhood at Hackney 
Wick, investment, jobs, training and an enhanced visitor economy. 

• Everyone’s Games: The Games will result in lots of opportunities for people to 
get involved, and the projects will seek to maximise the involvement of 
residents through schools, sports, culture and volunteering 

• Doing the Day job: Understanding what is likely to be expected of Council 
services in 2012, negotiate where more is needed, and support the work that 
will provide the outcomes required to enable a successful games. 

 
Adult Social Care 

 
15.9 The overarching aim of the Adult Social Care service is to support vulnerable 

residents of the borough, and promote independent living with appropriate support 
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wherever possible. The current eligibility criteria for receiving a service are 
“substantial” and “critical” and there are no plans to change this.  
 

15.10 Adult social care services are provided across a mix of internal and externally 
provided functions, covering the entire care process from initial assessment, through 
brokering and commissioning of individual packages of care for clients, to review and 
ongoing support. This includes clients with mental health issues, physical disabilities, 
long term conditions, learning disabilities and older people. We also work very 
closely with carers across the Borough to ensure they are supported. Differing 
service provision types include residential, homecare, daycare, occupational 
therapy, transport services, and meals on wheels to name but a few. Adult Social 
Care service gross spend in 2011/12 will be approximately £107m. 
 

15.11 The service works with a number of key stakeholders in the provision of adult social 
care, most notably NHS partners and the East London NHS Foundation Trust 
(ELFT).  
 

15.12 Major changes are afoot in the way clients receive and manage adult social care 
services, through the advent of personalisation. The aim of personalisation is to give 
residents greater control over the services they use, with a focus on desired 
outcomes. Transformation in social care is a national change agenda across local 
government and its partners, based on enabling older people, people with chronic 
health conditions, disabled people and people with mental health problems to have 
the best possible quality of life. Achieving this aim requires major changes to how we 
approach social care, support and wellbeing, and how we engage with residents. 
Hackney’s approach has been to embed changes in care services in a wider context 
of prevention, social inclusion with a focus on health and wellbeing to ensure people 
can live a healthy, independent lives. This will give the greatest possible outcomes 
now and in the future for the residents of Hackney. 
 
Learning Disabilities and Mental Health 
 

15.13 The Learning Disabilities and Mental Health division has a gross budget of 
approximately £37m.  The Learning Disabilities service, in partnership with CHNHS, 
offers Integrated and personalised support to enable people with learning disabilities 
to live independent and healthy lives. Hackney’s Mental Health service works in 
conjunction with ELFT to provide high quality mental health care in partnership with 
services users, their carers and families. 
 

15.14 The division works with around 1,700 clients in a year, 600 with Learning Disabilities 
and 1,100 with Mental Health issues and typically provides the following services to 
these clients: 
 
• 55,000 hours of homecare per year 
• 325 residential placements  
• 122 Supported Living placements  
• 78 clients receiving direct payments delivering 55,000 hours of care 
• Day cay services delivered through the Trowbridge Centre 
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Adults and Safeguarding 
 

15.15 The Adults and Safeguarding division incorporates the following functions:  
 
• Provided Services: High quality services that meet Care Quality Commission 

standards, in-house and through partnerships which enable people to live 
independently and engage in the community. 

• Assessment & Care Management:  Assessment and review services as well 
as signposting people to universal services who do not meet our eligibility 
criteria  

• Safeguarding Adults Service: To bring about positive outcomes for adults in 
Hackney at risk of significant harm, and protect those who may be vulnerable 
to abuse. 

• Carers Service: Provision of support and services to carers within all 
communities. 

 
15.16 The gross budget for Adults and Safeguarding is approximately £55m, and 

investment will result in around: 
 
• 675,000 hours of homecare per year 
• 299 residential placements  
• 134 nursing home placements  
• 230 clients receiving direct payments delivering 250,000 hours of care. 

 
In an average year the service will see approximately 3,300 people in a year across 
Assessment and Care Management and Provided Services. 
 
Supporting People 
 

15.17 Within commissioned services is the Supporting People (SP) programme, which is 
aimed at assisting vulnerable members of the community who are not in receipt of 
social care services to live more independently, via the provision of housing-related 
support. The SP programme has £19m of resource in 2011/12, funding 
approximately 130 commissioned contracts, and serving an estimated 7,000 
Hackney residents. A review programme is underway which is consolidating 
contracts to enhance service delivery and improve outcomes.  

 
Health and Wellbeing 
 

15.18 In addition to personalisation, the transfer of responsibility for public health functions 
to local authorities will be managed by the Health and Wellbeing division, which is a 
new addition to the directorate. Capacity is being built to ensure Hackney is ready for 
the new national framework that will provide a joined up health and social care 
system that meets the needs of people in the 21st century.  The Health and 
Wellbeing division also includes the Leisure and Physical Activity function, the Drugs 
Action Team and Healthy Communities 
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Drugs and Alcohol Team 
 

15.19 The DAT’s primary aim is to deliver the Hackney DAAT Strategy effectively and 
reduce the number of drug users by providing effective drug treatment to drug users 
within the borough.  

 
Leisure and Physical Activity 

 
15.20 The Leisure and Physical Activity service works with partners to improve the health 

and wellbeing of local residents and support the development of sports and physical 
activity. In addition to providing a significant range of opportunities for individuals and 
groups to be involved in sport and physical activity, it also works in close partnership 
with Greenwich Leisure Limited (GLL), the organisation which manages leisure 
facilities in Hackney on the Council’s behalf.  

 
15.21 The service is also working to ensure that Hackney benefits from the 2012 Olympic 

Games and Paralympics Games; both during the run up to the Games and from the 
Games themselves but also, and more importantly, to ensure an ongoing and 
sustainable legacy from the Games for residents of Hackney.  
 

15.22 In 2011/12 this service plans to spend around £4.2m on the provision of sports and 
leisure. All of Hackney’s leisure centres (6) are QUEST accredited, the national 
quality mark for leisure facilities, including Clissold Leisure Centre which has been 
accredited as excellent placing it at the top in London, and they attract around 1.1m 
visitors each year. 

 
 Healthy Communities 
 
15.23 The Healthy Communities programme aims to build the capacity of local authorities 

working with their communities to tackle local health inequalities and provide 
leadership to promote wellbeing, partnership working and integration. It looks to 
foster a joined-up approach to health improvement across local government, through 
forums such as Local Strategic Partnerships (LSPs), Health and Well-being Boards, 
Joint Strategic Needs Assessments and Local Area agreements (LAAs).  
 
Culture 

 
15.24 Culture Services incorporates Hackney’s libraries, museums, archives and cultural 

development. 
 

Libraries, Archives and Information Services 
 
15.25 The Libraries service plans to spend around £8.1m in 2011/12 on Hackney’s eight 

libraries, the   Community Library Service   and Hackney Archives.   
 
15.26 The library service has over a quarter of a million books, 57,000 DVDs and CDs, and 

works with a range of partners to deliver a service which aims to connect with all 
sectors of the community. The service   provides opportunities and support for 
learning, leisure, information, health and also improving mental wellbeing, and 
combating social exclusion.  Hackney Archives holds historical documents relating to 
the local area, from the fourteenth century to the present day.  The Community 
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Library Service delivers books, DVDs and CDs to those who are unable to visit the 
libraries due to sickness or disability.  

 
15.27 The number of library visits is expected to exceed 1.5 million for the first time in 

2011/12, when a new flagship library and archives will be opening in Dalston.  
  

Museum and Cultural Development 
 
15.28 The Museum and Cultural Development service plans to spend around £0.9m in 

2011/12. Hackney Museum attracts over 36,000 visitors per year putting it in the 
upper quartile of local authority museums in the capital and works with every state 
primary school in the borough.  Over 26,000 public enquiries are made annually. 
Hackney Museum is responsible for delivering Mapping the Change, one of the 23 
Hackney 2012 projects. Hackney Museum has been highlighted as a national leader 
in museum community engagement and is receiving international study visits from 
as far afield as Sweden and China.  
 

15.29 The Cultural Development team support the cultural and creative industry sector in 
the borough with business and fundraising advice, and work to ensure that art in the 
public realm and in regeneration projects is of quality and relevance to local 
residents. They also facilitate the CREATE festival within the Borough, support 
Hackney One Carnival and run the Discover Young Hackney youth festival which is 
expected to become a key strand of the borough's response to engaging the 
community with the 2012 Games. The team provide professional support and advice 
to colleagues across the council including 2012 Unit, Doing the Day Job, Adult 
Services, the Art in Empty shops scheme, the Dalston regeneration area, the 
reconfiguration of Ocean and Hackney Empire to name but a few. 

 
Children and Young Peoples Services 

 
15.30 The Children and Young Peoples Services (CYP) directorate aims to provide 

children and young people in Hackney with an extensive range of services that will 
support them from their early stages through to training and work, help develop self-
esteem and boost their confidence. The directorate has a planned gross expenditure 
budget of around £63m in 2011/12. Investment in this service will result in: 
 
Children’s Social Care  

15.31  
• Around 1,608 core assessments carried out for children. 
• 265 looked after children 
• 136 child protection plans 
• 455 children in need plans 
• Placement of around 117 children with Hackney Foster Carers. 
• Placement of around 17 children in residential care. 
• Providing care packages for around 128 disabled children 

 
Youth Services and Youth Offending 

15.32  
• Youth activities and support for 7,000 8-19 year olds provided through 20 

Young Hackney Units  
• 5 Young Hackney centres and two Purple Buses providing a full range of 

integrated services 

Page 42



 

• Additional VCS activities, advice and guidance provided in neighbourhoods 
and delivered in partnership with Council Services.  

 
15.33 The CYP directorate has undergone significant transformation over the last five 

years with the implementation of Reclaiming Social Work (RSW) and new 
investment of £6.4m. A significant element of the new investment has been in front-
line Youth Services and in support to families provided by both the Family Support 
and Children in Need Services, for example:  

 
• approximately £0.700m has been invested over the last 5 years to develop 

targeted support to parents and increase contact arrangements between 
families and looked after children  

 
• a further £0.238m was provided to support the Children in Need Service 

around referrals, conference management and court proceedings. 

15.34 In addition, as the number of looked after children has reduced and the RSW 
agenda has embedded, the Directorate has re-invested the further efficiencies 
achieved in services which help children remain at home or with the wider birth 
family (£0.360m), provide permanent placements (£0.400m) through adoption 
allowances and meet the increased cost of Special Guardianship payments 
(£0.210m).  There has also been further investment in family support services 
(£0.310m) and in Access and Assessment services (£0.380m), including the 
establishment of a first response team. 
 

15.35 The Youth and Youth Crime Reduction services have seen approximately £1.86m of 
additional investment since 2006/07.  This investment supported the Youth Service 
Improvement Plan, the recruitment of the Youth Neighbourhood Teams and 
increased youth service provision on housing estates. It will now support the 
strategic vision for a new integrated service.  
 

15.36 Following a review of Youth and Youth Crime Reduction services,  a new integrated 
structure called ‘Young Hackney’ is proposed that will deliver a dynamic, responsive, 
flexible and more accessible service to enable Hackney’s children and young people 
to enjoy their youth, and support their transition to independent and successful 
adulthood. The new service has been modelled taking account of the end of the 
Team Hackney commissioned programmes on 31st March 2011, a reduction in other 
grants, and funds now made available to support the Mayor Priorities. Young 
Hackney is based on an integrated unit structure, designed to be able to expand and 
contract as determined by strategic need and resources. 

 
15.37 Young Hackney will be delivered from the designated Young Hackney hub and 

spokes, the latter part-funded by our successful Big Lottery bid, and 275 Mare Street. 
A central Hub (at Forest Road) will support a spoke in each of Hackney’s four 
operational neighbourhoods; Shoreditch (Hoxton Hall), Stoke Newington (Milton 
Gardens Estate), North East (Woodberry Down) and Homerton (Concorde Youth 
Centre).  Each spoke, in addition to the provision of positive activities and support 
services, will offer its own unique specialism and will include activities such as 
IT/media, sport, enterprise or drama to act as a draw for young people across 
perceived territorial boundaries. 
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Housing 
 
15.38 The Housing Directorate is responsible for providing families and individuals with 

accommodation in Hackney’s social housing properties; housing regeneration and 
delivery and maintaining the private sector housing renewal programme. 
 

15.39 The Council’s housing properties are managed by its Arms Length Management 
Organisation, Hackney Homes. This provides families and individuals with 
accommodation in Hackney’s 30,000 Tenanted and Leasehold properties.  

 
15.40 Hackney Homes was set up in 2006 and recently had its contract extended to March 

2014. In 2008 Hackney Homes was awarded 2 star status which unlocked £140m of 
capital funding  for the Decent homes programme which has resulted in a significant 
proportion of the Council’s housing tenants benefiting from improved Council 
accommodation. A bid for further funding has been submitted for 2011/12 to 2014/15 
but the results will not be known until February 2011. 
 
Finance & Resources Front Line Services 
 
Revenues and Benefits 
 

15.41 The Benefits Service continues to support the most vulnerable and those on low 
incomes in Hackney. The recession has impacted enormously on residents and 
therefore the demand on the Service continues to increase. At the end of January 
2011 there were 43,534 residents in receipt of Housing and Council Tax Benefit 
which represents over 40% of the households in the borough. The caseload has 
increased by 4% in the year from January 2010 and 13% since January 2009. In 
addition to promoting and encouraging the take up of Housing and Council Tax 
Benefit the Benefits Service routinely provides general welfare benefit advice and 
information to ensure that residents maximise all income and support available to 
them and their families 
 

 
15.42 In addition to the above Revenues and Benefits also expects in 2011/12 to: 

 
• Issue around 101,000 annual Council Tax bills and a further 190,000 in year 

Council Tax bills to reflect change of circumstance / occupation. 
 

• Issue around 10,000 National non-Domestic Rates (NNDR) bills and a 
further 25,000 to reflect changes in circumstance / occupation. 

 
 

Education and Building Schools for the Future 
 
15.43 Since 2002 the Council’s education services have been provided by an external 

contractor, The Learning Trust. The gross expenditure budget for education is 
planned to be around £207m for 2011/12 with around £192m of this coming in the 
form of Dedicated Schools Grant (£188m) which goes direct to the boroughs schools 
and Learning Skills Grant (£4m). The management of the contract and the Building 
Schools for the Future programme resides with the Finance & Resources 
Directorate. 
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15.44 The Building Schools for the Future programme oversees an investment over 3-5 
years commencing from 2008 of around £200m. The programme is split into three 
phases. 

  
• In Phase1, Design and Build (D&B) of three Schools commenced in 2008. The 

Schools are Clapton Girl’s Technology College, Stoke Newington School and 
Hackney Free & Parochial School, the first two of which have now been 
substantially completed. Hackney Free and Parochial School is due to be 
completed by the end of 2011. 

  
• In Phase 2, the financial close for three further  secondary schools, Haggerston 

School, Our Lady’s Convent  High School and Cardinal Pole Catholic School was 
achieved in November 2010 and work on refurbishment/construction are now in 
progress.  

  
• Phase 3 involves the redevelopment of Special Education Needs and Pupil 

Referral Units with work expected to commence in Autumn 2011. 
 

Housing Needs 
  
15.45 Housing Needs is a statutory service, giving advice and assistance to residents in 

housing need and providing temporary accommodation where necessary. On 
average each year around 2,400 individuals and families present themselves as 
being in need of help with housing. 

  
15.46 Housing Needs is committed to providing a comprehensive service which offers 

choice and opportunity to the residents of Hackney in addressing all their housing 
issues.  The focus of the service is on homelessness prevention and ensures that a 
diverse range of housing needs are met and a comprehensive range of options 
offered to residents in housing need. 

   
15.47 As well as providing temporary accommodation for homeless families the service 

also delivers on the following objectives:  
           

• Tackling overcrowding and under-occupation  
• Preventing homelessness through use of the private rented sector, supported 

accommodation and other options   
• Increasing the range of choices available to residents in housing need 

 
15.48 The majority of Housing Needs’ planned £16m gross budget is spent providing 

temporary accommodation and is recovered through Housing Benefit subsidy and 
other income sources. The planned net cost to Hackney in 2011/12 will be £1. 05m.  
 
Central Services 

 
15.49 To support the front line services the Council has three directorates grouped 

together for the purposes of this report as Central Services. These directorates are 
Finance and Resources, Chief Executive’s, and Legal, HR and Regulatory Services. 
In addition a number of front line services are also within these directorate including 
Housing Needs, Planning and Building Control.  
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15.50 The majority of the services provided by these directorates would be found in any 
large organisation e.g. Human Resources, Financial Management, Insurance, ICT, 
Property Services and Legal Services, but there are also a number of services e.g. 
Corporate and Democratic Core, Services for Councillors and Registrars which are 
unique to Local authorities and other governmental organisations. 
 

15.51 In addition to the above there is also, included within Finance and Resources, the 
General Finance Account (GFA). This is where all expenditure that is not easily 
attributable to any division or directorate is contained. Gross expenditure budgets 
contained in the GFA include; Pension Backfunding (£15m), Revenue Contributions 
to Capital Outlay £8.4m) and Levy payments to the NLWA (£8m) and Concessionary 
Fares (£8m). 
 

15.52 It has always been the Council’s view that investment in support services needs to 
be balanced with investment in front line services and as a result the emphasis has 
been on reducing the overall size of the Central Support services and re-investing 
any resulting savings in front line services.  

 
 
16 SUMMARY OF BUDGET – Housing 
 
16.1 Housing is a new directorate set up due to the Organisational Restructure. This 

directorate includes the following areas beneath the AD Housing Regeneration and 
Strategy: 

 
• Private Sector Housing 
• Housing Policy and Strategy 
• Housing Regeneration Delivery 

 
16.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Housing £m £m £m 
        

2010/11 Budget     0 
Increases       
Services transferred from N&R 1.279     
Capital Charges 0.120     
Grants moving into GFA 0 1.399   
        
2011/12 Budget     1.399 

 
 
 
Key Financial Risks 
 
16.3 The Directorate faces a number of key risks and service pressures both for 2011/12 

and future years. These are shown in detail in the MTPF. 
 
17 SUMMARY OF BUDGET – Health and Community Services  
 
17.1 Health and Community Services is a new directorate that’s has been set up as part 

of the new restructure. It consists of the existing Community Services directorate 
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plus the transfer of Public Realm but excludes Housing Needs, which now is part of 
F&R. The structure of Health and Community Services now includes the following: 

 
Adult Social Care 

• Adult Social Care 
• Carers  
• Access & Assessment for Adult Social Care 
• Safeguarding 
• Supporting People 
• Social Care Commissioning 
• Mental Health Commissioning 
• Provided Services 
• Mental Health 
• Learning Disabilities 

Public Realm 
• Streetscene 
• Waste Strategy & Recycling 
• Waste Operations 
• Parking and Markets 
• Environmental Enforcement and Pollution Control 
• Environmental Health and Consumer Protection 
• Parks and Green Spaces 
• Safer Communities 

Health and Wellbeing 
• Leisure and Physical Activity 
• Public Health, Improvement and Promotion 
• Drug and Alcohol Action Team 

Culture 
• Libraries, Archives and Information Services 
• Museums and Culture 
• Culture 2012 

 
17.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Community and Health 
Services 

£m £m £m 

        
2010/11 Budget      82.070 
Increases       
Services transferred from N&R 22.768     
Services transferred to Finance 0.505     
Investment proposals  0.300     
Capital charges 13.050     
Grants moving into GFA 24.404 61.027   
        
Decreases       
Virements and service changes -0.024    
Savings -4.903    
    -4.927   
        
2011/12 Budget     138.170 

Page 47



 

 
 

Investment proposals  
 

17.3 Investment proposals of £0.300m have been included in the 2011/12 budget.  
 

Investment proposals           £m     
      
Adult Social Care – increased demand for services 0.300 
Total  0.300 

 
17.4 In addition to the Investment proposals outlined above a further £2.555m of one off 

growth has been proposed for 2011/12 to be funded from reserves. These items are 
listed in summary below and shown in detail at Appendix 12. 

 
One off schemes 

 
Scheme description £m 
Cultural Development Team 0.250 
Workforce Planning 0.036 
Graffiti removal and fly posting 0.541 
Weekday litter picking. 0.744 
Waste & Recycling Strategy 2008-2015 0.245 
Commercial Waste Collection and Disposal 0.322 
Keep Hackney Clean Time banding 0.117 
Reduced Planning Fee Income 0.300 

  
Total 2.555 

 
 

Key Financial Risks 
 
17.5 The Directorate faces a number of key risks and service pressures both for 2011/12 

and future years. These are shown in detail in the MTPF on February Cabinet 
Agenda.  

 
 
18 SUMMARY OF BUDGET  – Children & Young People’s Services  
 
18.1 As part of the Senior Management Restructure, CYP now includes the following: 

 
 AD Youth Crime 

• Youth Crime 
• Youth DAAT 
• Youth Support Team 

            AD Children’s Social Care 
• Professional Practice 
• Disabled Children’s Services 
• Children in Need 
• First Response 
• Corporate Parenting 
• Access and Assessment 
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• Safeguarding 
• Preventative Services 

 Head of Youth Services 
• CVS and Positive Activities 
• Centre Based Provision 
• QA, Performance and Service Support 
• Connexions 

 Head of Service Improvement and Business Support 
• Children’s Commissioning 
• Business Development 
• Reclaiming Social Work 
• Performance 
• Policy and Improvement 

 
18.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Children and Young People's 
Services 

£m £m £m 

        
2010/11 Budget     45.705 
Increases       
Capital Charges 1.040     
Investment proposals  2.600     
Grants moving into GFA 2.540 6.180   
        
Decreases       
Virements and service changes -1.191    
Savings -3.870    
Adjustments -0.001 -5.062   
        
2011/12 Budget     46.823 
    
 
Virement and service changes reflects the movement of IT and Finance budget to 
Finance and Resources. 

 
Investment Proposals  

 
18.3 Investment proposals of £2.600m have been included in the 2011/12 budget. These 

items are listed in summary below 
 

Investment proposals           £m     
      
Commissioning of services previously funded by Area 
Based Grant 

2.600 

  
Total  2.600 
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Key Financial Risks 
 

18.4 The Directorate faces a number of key risks and service pressures both for 2011/12 
and future years. These are shown in detail in the MTPF on February Cabinet 
Agenda.  

 
 
19 BUDGET SUMMARY – Chief Executive’s 
 
19.1 As part of the Senior Management Restructure, the Chief Executive’s Directorate          
           now includes the following: 
 

ACE Communications and Consultation 
• Media and External Relations 
• Consultation and Marketing 
• Events Team 

Chief Officer Policy and Partnership 
• Policy and Strategy Development 
• Support to Team Hackney 
• Equalities 
• Research and Analysis 
• Third Sector Development and Community Grants 
• Strategic Commissioning 

Chief Officer Programmes, Projects and Performance 
• Performance Analysis, Review & Improvement 
• Partnership and Investments 
• Risk Management (Directorate Support) 
• Overview and Scrutiny 
• Complaints 
• Cross-cutting & Service based Programmes(inc. Sustainability) 
• Mayor’s Office 

Chief Officer and Olympic and Paralympic Unit 
• Community Engagement 
• Regeneration 
• Sports Development 

Head of Chief Executive’s Office 
 
19.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Chief Executive's £m £m £m 
        

2010/11 Budget     8.599 
Increases       
Services transferred from CCS 0.368     
Services transferred from N&R 0.741    
Movement from Policy and 
Performance Review 

1.400 2.509   

        
Decreases       
Virements and service changes -0.405    
Savings -0.434 -0.839   
2010/11 Budget     10.269 
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Virement and service changes reflect the transfer Discretionary Rate relief and 
reduction in communications costs to Finance and Resources. 

 
 
Key Financial Risks 
 
19.3 There are no specific directorate risks in this area.  
 
20 BUDGET SUMMARY – Legal, HR and Regulatory Services 
 
 
20.1 As part of the Senior Management Restructure, the Legal, HR and Regulatory 

Services  Directorate now includes the following: 
 

Legal Services 
• Litigation 
• Commercial 

Human Resources (HR) and Organisation Development (OD) 
• HR Strategy and Operations 
• HR Policy and Occupational Health 
• Organisation and Employee Development 

Planning, Building Control and Licensing 
• Planning Development & Management 
• Planning Policy & Strategy 
• Building Control and Licensing 

Electoral and Members Services 
Governance Services 
Registration Services 
 

20.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Legal, HR and Regulatory 
Services 

£m £m £m 

        
2010/11 Budget     7.480 
Increases       
P&P adj from N&R 0.039     
Services transferred from N&R 1.791     
Services transferred from CCS 2.790 4.620   
        
Decreases       
Virements and service changes -0.007    
Savings -0.595 -0.602   
        
2011/12 Budget     11.498 
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Key Financial Risks 
 
20.3 The Directorate faces a number of key risks and service pressures both for 2011/12 

and future years. These are shown in detail in the MTPF on February Cabinet 
Agenda.  

 
 
21 BUDGET SUMMARY – Finance and Resources 

 
 
21.1 As part of the Senior Management Restructure, the Finance and Resources   

Directorate now includes the following: 
 

Audit and Anti Fraud 
• Internal Audit 
• Risk 
• Investigations 

Strategic Property Services 
• Property, Strategy and Projects 
• Service First Construction Programme 
• Estate Management 

Procurement Fleet and Energy Management 
• Procurement 
• Fleet 
• Energy Management Unit 

Financial Management 
• Financial Services 
• Exchequer 
• Accountancy 
• Financial Planning & Technical 
• Financial Management Systems 
• Education Business Partnerships 

           Directorate Based Finance Teams 
• Directorate Finance Support 

ICT 
• ICT Contracts and Performance 
• Technical Services 
• E - Business 

Revenues and Benefits 
• Revenues 
• Benefits 
• Support Services 
• Soft Facilities Management 
• Customer Contact Centre 
• Customer Front of House 
• Housing Needs and Resources 
• Housing Access and Options 
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21.2 The table below shows the budget movement from 2010/11 to 2011/12 
 

Finance & Resources £m £m £m 
        

2010/11 Budget     22.723 
Increases       
Adjustments 0.219     
Investment Proposals 1.000     
Services transferred from CCS 17.888     
Services transferred from N&R 0.281     
Capital Charges 8.939     
Virements and service changes 4.371    
    32.698   
Decreases       
Services transferred from Community -0.505     
Savings -4.621    
   -5.126   
        
2011/12 Budget     50.295 

 
Virements and service changes include in year transfers of the Directorate based 
Finance Teams (£3.4m), estates functions from CCS (£0.4m) and transfers from 
Chief Executive’s re Discretionary Relief and Communications (£0.5m) 

 
Investment proposals  

 
21.3 Investment proposals of £1.000m have been included in the 2011/12 budget. These 

items are listed in summary below.  
 

Investment proposals           £m     
      
Housing Needs Benefit subsidy loss 1.000 
  
Total  1.000 

 
Key Financial Risks 
 
21.4 The Directorate faces a number of key risks and service pressures both for 2011/12 

and future years. These are shown in detail in the MTPF on February Cabinet 
Agenda.  

 
  
22 RECHARGES 
 
22.1 In previous years the majority of the Central budgets have been shown as fully 

recharged to all services. Due to the late announcement of the Local Government 
Settlement and the delay in fully implementing the Chief Executive’s restructure 
there has been insufficient time to run a robust recharge model before submission of 
this report. Therefore the 2011/12 budgets as shown in Paragraph 10 and 
paragraphs 16-21 are before recharges.  
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23 IMPACT OF THE CSR ON THE 2012/13 to 2014/15 MTPF 
 
23.1 Appendix 11 to this report provides an analysis of the 2010 CSR and 2011/12 Local 

Government Finance Settlement.  Read alongside the Councils Medium Term 
Financial Plan it is clearly evident that the Council faces significant financial 
challenges in the period of the current spending review.  It will not be possible to 
manage these reductions in resources without reductions to the level and volume of 
the services provided.  It will therefore be necessary to ensure that the resources 
available are targeted only on priority services and that value for money underpins 
everything that the authority does.  It should also be noted that that change and 
reductions of this order of magnitude will necessitate fundamental changes in how 
the Councils workforce operates and the cultures it displays.  Whilst only part of the 
solution it will also be necessary to speed up the integration of services with 
Hackney Homes not just in relation to corporate services but also front line services. 

 
24 CAPITAL  
 

Background 
 
24.1 The capital programme for 2011/12 is being considered in the current financial 

climate which has resulted in significant changes in resources that is likely to 
continue for some years ahead. In addition future Government allocations are 
subject to even further review.  In view of this financial position a major review of the 
current resourced programme has also been undertaken and capital plans have only 
been formulated for 2011/12. Later years will be subject to the development of a new 
capital strategy reflecting new resource levels and more innovative ways of 
delivering schemes.  

 
24.2 The detail behind the capital programme and the principles behind our approach are 

described below: 
 

Schemes 

• The schemes included in the programme for 2011/12 are listed in Appendix 7.4. 
Although schemes may be agreed in principle and included in the outline capital 
programme, resources are not committed until the scheme has been through a 
technical assessment. This includes ensuring that each scheme will deliver those 
priorities it is designed to meet, there is an appropriate procurement route, it 
meets the definition of capital expenditure, the revenue impact and replacement 
funding has been properly identified, and links with other elements of the capital 
programme have been considered. The scheme then goes forward to Cabinet for 
spending approval and resources are committed to it and profiled over the life of 
the schemes by way of the Capital Programme Update Reports. Progress on 
individual schemes is reported through the revenue and capital monitoring report 
included in the overall Financial Position report on a quarterly basis. 

 

Resources  

• There are several sources of funds for capital projects, including the following:  

- Government supported capital expenditure, either SCE(R) revenue supported 
or SCE(C) capital grant supported 

- Capital receipts 
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- Revenue Contributions to Capital Outlay  

- Specific grants e.g. TfL funded schemes 

- Other one off funding sources  

• Government resources have been incorporated In line with recent 
announcements.  

• General non-Housing capital receipts are only included in the programme based 
on known planned sales. No such items are included for 2011/12 although the 
property portfolio is continually under review to ensure optimum use including 
appropriate sales where possible.  

• One–off funding forms a significant proportion of the sources available to fund the 
capital programme, however these are by no means guaranteed. Our approach 
therefore is not to anticipate these funds until they are realised and then to 
include them in capital (or revenue) resources as balance sheet reserves until 
such time as they are called upon to finance capital or other one-off schemes, for 
example: 

- It is anticipated that the amount available from estimated Collection Fund 
surpluses will continue to reduce over future years as the target and actual 
achievement of Council Tax collection rates converge. The proposals included 
in this report anticipate that there will be Collection Fund surpluses of £4.3m 
available to support the Capital programme in 2011/12 in addition to the 
£0.9m available in 2010/11. 

- The level of interest on balances earned by the Council continues to decline 
as reserves are utilised. This coupled with the historically low interest rates 
available makes the availability of such funds one of a diminishing nature.  
Even so some £0.7m has been incorporated for capital use in 2010/11, 
reflecting the anticipated actual outturn. 

• To avoid reliance on one–off funding sources and to continue to build a truly 
sustainable budget, which will counteract the reductions outlined above, the 
Council’s agreed policy has been to increase the level of Revenue Contributions 
to Capital Outlay (RCCOs) within the revenue base budget. Previously there had 
been an annual increase in this revenue support but in view of pressures on the 
revenue budgets no increase has been incorporated for 2011/12.  As such overall 
support including the ICT element amounts to £10.2m for that year. 

 
24.3 Specific resources (those only usable on specified schemes) relating to new bids 

continue to be shown against the project they relate to as they do not make a call on 
the general (discretionary) resources available to the Council. 

 
24.4 The existing resourced plan has been taken as that included in the report to Cabinet 

on the 24th January 2011 (Capital Programme 2010/11 Update). Some slippage will 
occur on the existing resourced plan budgets and they will be carried forward with 
Cabinet approval to complete the projects. One re-profiling review has already been 
undertaken during 2010/11 and was adjusted in the Capital Programme Update 
Reports. A further reprofiling review will be reported to Cabinet in March 2011. No 
account has been taken of any further slippage on the 2010/11 programme at this 
time.  This will be dealt with through the capital monitoring reports in the Overall 
Financial Position report and as revisions to the capital programme reported through 
the Capital Programme Update Reports and the Capital Outturn Report process. 
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24.5 The tables within the report show the original estimate position approved as part of 
the 2010/11 budget and an update of that year reflecting changes in anticipated 
resources and planned spending as a result of new approvals and slippage from the 
previous year.  

 
 

Non-Housing Capital  

24.6 The resources available for the Non-Housing Programme are summarised below:  
 

CAPITAL PLAN RESOURCES NON-HOUSING 
 

 ORIGINAL 
ESTIMATE 
20010/11 

UPDATED 
ESTIMATE 
2010/11 

FORECAST 
 

2011/12 
 £m £m £m 
SCE(R) Supported Borrowing 7.888 7.888 - 
SCE(C) Capital Grants 4.186 4.111 6.500 
Primary Capital Support 4.929 - - 
RCCO (Revenue Funding) 9.591 11.192 14.499 
Earmarked funding for new 
schemes                        - - 4.993 

External Grants & Contributions 
existing approved schemes 86.555 92.716 60.941 

Resources Brought Forward 21.424 38.651 - 
TOTAL AVAILABLE 
RESOURCES 134.573 154.558 86.933 

 
24.7 The detailed resource position reflects the following: 

• 2011/12 incorporates the new level of resources recently announced by the 
government reflecting a significant reduction from 2010/11 levels and a 
movement away from supported borrowing to grants. Primary capital support for 
2010/11 is still maintained at the original level but has now been incorporated as 
earmarked resources attached to the schemes to heighten accountably. No such 
resources for 2011/12 have yet been confirmed but the programme will be 
updated if further announcements are made. 

 

• The programme in respect of primary schools maintenance and schools place 
planning has been capped at a total level of £6.058m, in line with the specific 
grants allocated to the Council in this respect. The grants are not ring fenced and 
could be used to finance other elements of the programme This treatment 
however recognises the pressures that are faced in respect of both maintaining 
the existing buildings and providing additional schools places. The learning Trust 
will be required to prioritise works in line with the level of resources allocated. 

 

• There is continued support of the capital programme from the revenue budget in 
the form of revenue contributions. The sums available for 2010/11 and 2011/12 
incorporate sums transferred from the Collection Fund. A small sum has been 
incorporated for 2010/11 in respect interest earned on balances available to 
support the Capital programme. As with the Collection Fund surpluses, later year 
availability can only be judged on an annual basis and its application will depend 
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on the Councils overall financial position. No incremental increase in RCCOs has 
been included in 2011/12, as outlined in the MTFP. 

• No general capital receipts are anticipated at this stage although the portfolio is 
continually under review as previously mentioned. Any specific scheme related 
capital receipts, where still anticipated to be achieved, have been incorporated 
within earmarked resources appropriately.  

 

• External specific resources to meet both new bids and existing approved 
schemes for 2010/11 have been updated to reflect resources associated with 
slippage from prior years and new bids approved. 

• The increased resources brought forward relate predominantly to slippage 
identified within the 2009/10 account closure process and the reprofiling 
undertaken after the budget completion. 

 
24.8 The allocation of the Non-Housing capital resources is summarised in the table 

below. 

 

CAPITAL PLAN RESOURCE ALLOCATIONS NON-HOUSING 
 

 ORIGINAL 
ESTIMATE 
20010/11 

UPDATED 
ESTIMATE 
2010/11 

FORECAST 
 

2011/12 

 £m £m £m 
Total available resources 134.573 154.558 86.933 
Less Allocated to Existing approved 
schemes     

134.573 140.705 75.981 

Resources available for new schemes - 13.853 10.952 
Less resources only available for 
spending on specific new schemes                      

- - 4.993 

Add Resources unused in previous year 
B/Fwd 

- - 13.853 

Resources to meet new schemes - 13.853 19.812 
Net new bids not yet approved/ 
prioritised  

   

Children & Young People - - 6.726 
Health & Community Services - - 7.556 
Finance & Resources - - 5.530 
TOTAL NET NEW SCHEMES               - - 19.812 
Year end position    
Resource position (Surplus) c/fwd - (13.853) - 

 
24.9 The overall position above indicates that the new bid proposals can be met fully in 

2010/11 & 2011/12 but this has only been achieved as a result of including an 
allowance for over programming, i.e., slippage, of £4.2m in 2011/12. Whilst, based 
on past outturns, this is not an unreasonable assumption; it is something that we 
have not resorted to in the past in order to deliver a balanced budget.  

 
24.10 A summary of the existing plan, for which resources were previously allocated, is 

shown in Appendix 7.1 while a full schedule of the new bids is fully detailed at 
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Appendix 7.2. Those projects to which resources are recommended for allocation 
are shown shaded on the Appendix 7.2. It should be noted that Cabinet spending 
approval is required before any of the allocated sums can be contractually 
committed. 

 

24.11 Once accepted the overall gross spending within the capital plan for Directorates 
would be as follows: 

 

NON- HOUSING GROSS SPENDING PLANS WITHIN THE 
CAPITAL PLAN 

 
 ORIGINAL 

ESTIMATE 
20010/11 

UPDATED 
ESTIMATE 
2010/11 

FORECAST 
 

2011/12 

  £m £m £m 
Children & Young People 81,119 79.075 69.046 
Health & Community Services 40.156 46.626 23.237 
Finance & Resources 13.298 15.004 12.674 
Total Gross Spending 134.573 140.705 104.957 
Less over programming 
adjustment 

- - 4.171 

 134.573 140.705 100.786 
Analysed    
Existing Plan                                   134.573 140.705 75.981 
Net New Bids                    - - 19.812 
Add back new bids 
earmarked resources      

- - 4.993 

 134.573 140.705 100.786 
 

Housing Capital 
 
24.12 The current resource availability for the Housing programme which incorporates 

ALMO resources is summarised below.  

CAPITAL PLAN  RESOURCES HOUSING 
 

 ORIGINAL 
ESTIMATE 
20010/11 

UPDATED 
ESTIMATE 
2010/11 

FORECAST 
 

2011/12 
 £m £m £m 
SCE(R) Supported Borrowing 17.700 17.700 - 
ALMO Resources 47,859 45.859 8.512 
Major Repairs Allowance 22.261 22.261 23.174 
Capital Receipts 2.400 2.560 4.759 
Leaseholder Charges  & 
Reimbursements 6.500 6.500 6.000 

RCCO (Revenue Funding) 1.000 2.200 1.000 
External Grants & Contributions 
existing approved schemes 3.944 12.006 3.983 

Earmarked funding for new 
schemes                              - - 0.500 
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Resources Brought Forward 6.276 49.383 - 
TOTAL AVAILABLE 
RESOURCES  

107.940 158.469 47.928 

 
 
24.13 The resources position reflects the following: 

• As part of the newly announced resource allocation there is no longer any supported 
borrowing in respect of Housing. 

• The ALMO resources for 2011/12 are now subject to a national bidding process the 
result of which are not known at the time of drafting this report. The £8.512m 
represents our estimate of the possible outcome, to be updated in due course via the 
Capital Update Report. 

• The Major Repairs Allowance (MRA) has been included as Government 
announcements.  

• The capital receipts reflect the current economic climate with continuing reduced 
levels in the sales programme plus receipts anticipated from the Woodberry Down 
project.  

• Leaseholder charges for major works reflect anticipated recoveries associated with 
the building programme and Woodberry Down. 

• External specific resources to meet both new bids and existing approved schemes 
for 2010/11 have been updated to reflect resources associated with slippage from 
prior years and new bids approved. 

• The increased brought forward balance accounts for both slippage and an 
improvement in the overall position identified within the 2009/10 accounts closure 
process and the reprofiling undertaken after the budget completion. 

 

24.14 The initial allocation of the Housing capital resource are summarised in the table 
below: 

CAPITAL PLAN RESOURCE ALLOCATIONS HOUSING 
 

 ORIGINAL 
ESTIMATE 
20010/11 

UPDATED 
ESTIMATE 
2010/11 

FORECAST 
 

2011/12 

 £m £m £m 
Total available resources  107.940 158.469 47.928 
Less Allocated to Existing 
approved schemes                 

107.360 115.154 22.376 

Resources available for new bids 0.580 43.315 25.552 
Less resources only available for 
spending on specific new 
schemes                              

- - 0.500 

Add Resources unused in 
previous year B/Fwd 

- - 43.315 

Resources to meet net new 
schemes  

0.580 43.315 68.367 

Net new bids not yet 
approved/prioritised  

   

Hackney Homes schemes - - 34.800 
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Council Schemes    
   - Specialist Housing - - 0.050 
   - Private Sector Housing - - 0.900 
   - Housing Needs - - 1.800 
   - Regeneration schemes - - 15.600 
TOTAL NET NEW SCHEMES                          - - 53.150 
Year end Position    
Resource position (Surplus) 
c/fwd 

(0.580) (43.315 (15.217) 

 
 
24.15 The new bids have been constructed having due regarding to competing priorities 

and at a level commensurate with the uncertainty of the budget resources. The 
resources and subsequent changes to the programme will be authorised through the 
monthly Capital Update Report after further discussions with members. Further to 
this, detailed scheme proposals will be submitted to Cabinet via the Capital Update 
Report, as spending approval is sought. 

24.16 A summary of the existing plan for which resources were previously allocated is 
shown in Appendix 7.1, while a full schedule of the new schemes is also detailed at 
Appendix 7.3. The new bid analysis is summarised into four areas of control - 
Hackney Homes projects and Council Housing projects divided into Housing Needs, 
Private Sector Housing and Regeneration Schemes. Those projects to which 
resources are recommended for allocation are shaded on Appendix 7.3.  

24.17 As with the non-housing programme budget decisions are merely an allocation of 
resources. Cabinet spending approval is required before any sums can be 
contractually committed to schemes and, as such, details of specific schemes will be 
required before this occurs. 

Overall Controls/Approvals 

24.18 As previously indicated in view of the uncertainty of future Government allocations 
capital plans have only been formulated for 2011/12 for both housing and non 
housing. Later years will be subject to the development of a new capital strategy 
reflecting new resource levels, more innovative ways of delivering schemes and a 
refocusing on the use of overall capital resource allocation. Any new spending that is 
required during the year should address the identification of its funding, be that new 
or diverted resource.   

 
24.18 In developing the new capital strategy, the Council will take account of requirements 

to ensure that it is able to deal with sustainability issues as part of specific scheme 
proposals as well as ensuring that ways of addressing this theme overall are 
considered.  

 
24.19 Cabinet spending approvals within the resource allocations will be required for all 

sums allocated giving specific details of projects and setting out the benefits of the 
investment and project milestones where possible. Where “block” sums have been 
allocated to programmes reference to how much of the resources are being 
requested for spending approval will be required.  
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Capital Overall Summary 

24.20 The 2011/12 programme provides resources to deliver important priorities for the 
Council to meet its overall corporate priorities within the reduced resources 
available. It also recognises the need to take ongoing action during 2011/12, as 
described above, to provide a value for money consideration of the use of capital 
resources. 

 

24.21 Full schedule of the capital plan including both the existing schemes and new bids is 
attached at Appendix 7.4.  

 
25 THE PRUDENTIAL CODE  
 

Background 

25.1 The Prudential Code for Capital Finance in Local Authorities (the Code) was 
originally implemented in 2004/05 and revised in 2009. This is a professional Code 
that sets out a framework for self-regulation of capital spending, in effect allowing 
authorities to invest in capital projects without any imposed limit as long as they are 
affordable, prudent and sustainable.  The Code allows the Council to determine the 
appropriate level of capital investment to properly deliver quality public services, 
subject to affordability.   

25.2 Hackney’s capital investment is limited by the Code’s requirement that borrowing is 
sustainable, affordable and prudent and the overarching requirement that local 
authorities set balanced revenue budgets. The Government also has reserve powers 
to restrict aggregate local authority borrowing for national economic reasons and to 
intervene to restrict individual local authority’s borrowing.  

25.3 Local authorities’ capital investment is supported through capital grants which are 
also known as Supported Capital Expenditure (Capital) (SCE(C)) and by revenue 
grant paid towards the costs of borrowing known as Supported Capital Expenditure 
(Revenue) (SCE(R)). SCE(R) allocations are subdivided into single capital pot, 
which authorities can use for any purpose, and ring fenced elements, where 
authorities have to follow the conditions set down by the Government. In principle 
the Government pays additional Formula Grant for the borrowing costs associated 
with SCE(R) allocations. In practice however, under the current damping 
arrangements for Formula Grant, authorities such as Hackney that are on the grant 
floor do not receive additional grant in this respect. Further to this the Government 
have not to date issued any new SCE(R) in respect of 2011/12, some specific grants 
having replaced these. 

25.4 The Prudential Code requires the Council to agree and monitor a minimum number 
of prudential indicators which for housing authorities are separated into HRA and 
non-HRA elements. These indicators are mandatory but can be supplemented with 
local indicators if this aids interpretation. In addition to the above arising from the 
revised Prudential Code, there are a number of additional Treasury management 
indicators included in the updated Treasury Management Code of Practice which 
relate to the maturity and structure  of the Council’s borrowing and investment 
portfolios  

25.5 The indicators from both Codes are purely for internal use by the Council because 
any comparisons with other Councils would not be meaningful. However, comparing 
the level of the indicators over time does add value to the capital and treasury 
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management process.  The codes require projections for the next three financial 
years up to 2013/14. 

 

Capital Expenditure and the Capital Financing Requirement 

25.6 The Prudential Code requires local authorities to calculate the Capital Financing 
Requirement (CFR).  The CFR represents the Council’s underlying need to borrow 
for a capital purpose. Movement between years will be influenced by in-year capital 
expenditure and provision for repayment of debt.   

25.7 The expected movement in the CFR over the next three years is dependent upon 
the level of supported and unsupported capital expenditure decisions taken during 
the budget cycle. Supported borrowing is borrowing that is backed by SCE(R) 
allocations.  

25.8 The Prudential Code allows local authorities to undertake unsupported borrowing so 
they can deliver projects such as spend to save schemes (which may have 
previously been limited by the credit approval system) or take decisions to direct 
resources from revenue to capital to enable service enhancements. However before 
using unsupported borrowing the authority must be satisfied that the additional 
borrowing costs can be afforded within future year’s budgets.  

25.9 To date the authority has not used unsupported borrowing, however, 2010/11 will be 
the first financial year in which the Council anticipates the need to undertake 
unsupported borrowing.  The unsupported borrowing will be in relation to specific 
projects related to the building of new Council homes. 

25.10 The capital expenditure set out in the tables below is based on the level of capital 
resources that can be realistically estimated over the next three years. Decisions on 
the financing of capital expenditure are taken each year during the year-end closure 
of accounts process on the basis of all the relevant information available at that time. 
It is therefore possible that the balance of the resources used in a particular year, for 
example, between capital receipts and Major Repairs Allowance (MRA), may 
change, although the totals over the three year period will remain broadly the same. 

25.11 The capital expenditure, resources and CFR set out below allow for additional 
expenditure on New Build Council Homes, Decent Homes and other related 
schemes, together with the related borrowing which will be required. The increase in 
the Council‘s borrowing requirement to enable the ongoing financing of such 
schemes has also been allowed for in assessing an appropriate level for the 
borrowing limits. 

25.12 The Government announced on 20th October 2010 that the four year period 2011/12 
to 2014/15 would see the Government’s contributions to local government (excluding 
schools, police and fire) reduced by 26% in real terms.  The cuts were to be front 
loaded.  The finance settlement confirmed in February 2011 sets out allocations of 
grant funding for local authorities for 2011/12 & provisionally for 2012/13.  The level 
of Government support for capital expenditure is therefore reasonably certain for this 
two year period. The level of supported funding for the ALMO in future will be subject 
to a bidding process and as such is less certain than in previous years.  For some 
other sources of funding, such as capital receipts it is only possible to make broad 
estimates of the likely income.   

25.13 Communities and Local Government consulted on proposals to reform the council 
housing subsidy system in July 2010. The consultation proposed a removal of the 
subsidy system by offering a one-off reallocation of debt. Details of the new system 
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have been announced and are already under consultation. It is expected they be 
introduced in the Localism Bill in the Autumn to enable the new system to start in 
2012.  For the Council, the proposals equate to a reduction in debt and CLG will 
enable settlement by a reallocation of PWLB debt between authorities.  The 
estimates and indicators contained within this report do not take into consideration 
the repayment of the Council’s debt which would result from these proposals and the 
CFR estimates and other indicators would need to be revised once this reform has 
gained Royal Assent later in the year.  As such the Council be required to approve 
the revised limits in line with the provisions of the Prudential Code.  

25.14 As part of the implementation of the International Financial Reporting Standards 
(IFRS) the Council is required to undertake a review of all operational leases it has 
taken out in order to ensure that they are correctly classified as operational leases in 
accordance with strict revised criteria.  The review of these leases has been 
completed and has led to the reclassification of some operating leases as finance 
leases. Reclassification of a lease as a finance lease has meant that the assets were 
recognised on the Council’s balance sheet and matching long term liabilities were 
also recognised.  The CFR figures within this report have been increased as a result 
of this reclassification  

25.15 IFRS also requires PFI schemes to be brought onto the balance sheet, however, the 
Council’s PFI scheme is already on the balance sheet and included in the calculation 
of its CFR, and is shown in Table 2 as “Other long term liabilities”.  There is therefore 
no impact resulting from IFRS in respect of the treatment of the Council’s PFI 
scheme. 

25.16 Tables 1 and 2 summarise the proposed level of capital expenditure, the means of 
funding that expenditure and projections of the CFR over the next three years.  The 
Council is asked to approve these projections. 

 

Table 1: Capital Expenditure and Financing 2009/10 to 2013/14 

 
2009/10 
Actual 
£m 

2010/11 
Estimate 

£m 

2011/12 
Estimate 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

Capital Expenditure 

HRA  98.842 150.606 102.176 52.083 35.478 

Non-HRA 145.925 107.807 95.976 49.903 39.400 

Total Expenditure 244.767 258.413 198.152 101.986 74.878 

Financed by: 

Borrowing - supported 81.564 76.075 23.512 14.036 12.735 

Borrowing - unsupported  7.115 7.717 0.229  

Capital receipts 2.070 17.676 28.576 12.756 10.537 

Capital grants 77.829 96.558 70.782 32.738 13.577 

Capital reserves 18.478 22.261 31.489 23.730 24.228 

Revenue 64.826 38.728 36.076 18.497 13.801 

Total Financing 244.767 258.413 198.152 101.986 74.878 
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Table 2: Capital Financing Requirement and External Debt 2009/10 to 2013/14 

 2009/10 
Actual 
£m 

2010/11 
Estimate 

£m 

2011/12 
Estimate 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

*Capital Financing Requirement 

CFR – Non-HRA 179.502 181.614 179.456 175.262 169.141 

CFR – HRA 725.580 796.174 810.330 822.004 834.656 

Total CFR 905.082 977.788 989.786 997.266 1,003.797 

Net CFR movement  72.706 11.998 7.480 6.531 

External Debt 

Borrowing 605.951 699.420 857.477 830.633 785.593 

Other long term 
liabilities 18.581 18.153 17.693 17.199 16.668 

Other long term 
liabilities – Operating 
leases reclassified as 
finance leases under 
IFRS 

3.301  1.402 0.688 0.422 

Total Debt  31 March 627.833 717.573 876.572 848.520 802.683 

 

Limits to Borrowing Activity 

25.17 The first key control over the Council’s activity is to ensure that over the medium 
term net borrowing is only for a capital purpose. The Council needs to ensure that 
net external borrowing does not, except in the short term, exceed the total of the 
capital financing requirement in the preceding year plus the estimates of any 
additional capital financing requirement for 2010/11 and the next two financial years.  
This allows some flexibility for limited early borrowing for future years.  

 Table 3: Net Borrowing Compared to Capital Financing Requirement 

 2010/11 
Estimate 

£m 

2011/12 
Estimate 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

Net Borrowing 638.420 719.093 728.067 734.598 

CFR 977.788 989.786 997.266 1,003.797 

 

25.18 The Corporate Director of Finance and Resources confirms that the Council will 
comply with the requirement to keep net borrowing below the Capital Financing 
Requirement over the next 3 years. The estimated movement in net borrowing and 
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the CFR is set out in Table 3 and takes into account current commitments, existing 
plans, and the proposals in the budget report.  The increase in net borrowing over 
the period reflects both the anticipated increase in the CFR and prudent 
assumptions on the future movement of revenue reserves and balances. 

 

25.19 A further two Prudential Indicators assist in exercising control of the overall level of 
borrowing which supports capital investment.  These are: 

• Authorised limit – This represents the limit beyond which borrowing is 
prohibited, and needs to be set and revised by Members.  It reflects the level of 
borrowing which, while not desired, could be afforded in the short term, but is 
not sustainable.  It is the expected maximum borrowing need with some 
headroom for unexpected movements. This is the statutory limit determined 
under Section 3 (1) of the Local Government Act 2003. 

• Operational boundary – This indicator is based on the probable external debt 
during the course of the year; it is not a limit and actual borrowing could vary 
around this boundary for short times during the year. It should act as an 
indicator to ensure the authorised limit is not breached. 

25.20 The authorised limits and operational boundary need to be set at a level which will 
allow for borrowing to support the delivery of the capital programme as set out earlier 
in this report. The increase in the Capital Financing Requirement, which largely 
arises from borrowing in respect of Housing capital expenditure including ALMO 
funding, needs to be reflected. The increase in the limits over the period to 2013/14 
is fully matched by the potential increase in the borrowing requirement arising from 
these factors. 

25.21 The Council is asked to approve the following Authorised and Operational Limits, 
which have been calculated in the case of the Operational Limit on the basis of 
anticipated cash flow and the potential increase in the Capital Financing 
Requirement, and in the case of the Authorised Limit allowing a margin for unlikely 
(but possible) scenarios affecting the timing of grant receipts, Council Tax collection 
and capital receipts: 

 Table 4: Authorised Limit and Operational Boundary 

 2010/11 
Estimate 

£m 

2011/12 
Estimate 

£m 

2012/13 
Estimate 

£m 

2013/14 
Estimate 

£m 

Authorised limit for external debt 

Borrowing 1,028.000 1,039.000 1,047.000 1,054.000 

Other long term liabilities 19.500 19.100 18.600 18.100 

Other long term liabilities – 
Operating leases 
reclassified as finance 
leases under IFRS 

 1.402 0.688 0.422 

Total 1,047.500 1,059.502 1,066.288 1,072.522 

Operational boundary for external debt 

Borrowing 998.000 1,009.000 1,017.000 1,024.000 
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Other long term liabilities 18.600 18.200 17.700 17.200 

Other long term liabilities – 
Operating leases 
reclassified as finance 
leases under IFRS 

 1.402 0.688 0.422 

Total 1,016.600 1,028.602 1,035.388 1,041.622 

 

Affordability Prudential Indicators 

25.22 The previous sections cover the overall capital and control of borrowing prudential 
indicators, but within this framework prudential indicators are required to assess the 
affordability of the capital investment plans.   These provide an indication of the 
impact of the capital investment plans on the overall Council finances.  The Council 
is asked to approve the following indicators: 

 

• Actual and Estimates of the ratio of financing costs to net revenue stream 
– This indicator identifies the trend in the cost of capital (borrowing costs net of 
investment income) against the net revenue stream, separately for housing and 
non-housing services. The higher ratio for the HRA reflects the fact that 
borrowing costs on past capital expenditure on Council housing represent a 
significant proportion of the HRA revenue budget. However these costs are 
currently fully met by housing subsidy. The increase in the Non-HRA indicator is 
largely the result of a reduction in the estimated interest receivable on revenue 
balances reflecting prudent assumptions on the future movement of revenue 
reserves and balances as well as the effect of the lower interest rates now 
available. 

 

The estimates of financing costs allow for the level of borrowing set out in the 
capital expenditure plans. 

 Table 5: Ratio of financing costs to net revenue stream 

 2009/10 
Actual 

2010/11 
Estimate 

2011/12 
Estimate 

2012/13 
Estimate 

2013/14 
Estimate 

Non-HRA 3.79% 2.93% 3.95% 2.70% 1.69% 

HRA 41.72% 42.73% 42.42% 42.54% 42.49% 
 

• Estimates of the incremental impact of capital investment decisions on 
the Council Tax – This indicator identifies the trend in the net revenue cost of 
proposed changes in the three year capital programme recommended in the 
budget report compared to the Council’s existing commitments and current 
plans.  Although the indicator is expressed as an amount of Council tax this 
does not mean that the capital investment decisions will result in an actual 
increase in Council tax of this amount. The definition of the indicator does not 
allow for increases in Formula Grant that would normally arise as a result of the 
new supported borrowing. However as indicated above Hackney is no longer 
receiving additional Formula Grant in respect of such borrowing. If borrowing 
costs were to be funded from additional Council tax, capital expenditure of 
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£10m, for example, would require an increase in Council tax in the first full year 
of around £12. In practice borrowing will only be used for non-HRA schemes if 
sufficient revenue savings are identified to meet the ongoing financing costs. 
There will therefore be no net effect on Council tax. The other possible revenue 
consequences of the capital programme such as running expenses are also 
assumed to be revenue neutral in this calculation.  

Table 6: Incremental impact of capital investment decisions on the Band D 
Council Tax 

 Proposed 
Budget 
2011/12 

Forward 
Projection 
2012/13 

Forward 
Projection 
2013/14 

Council Tax – Band D £0.00 £0.00 £0.00 
 

• Estimates of the incremental impact of capital investment decisions on 
Housing Rent levels – this indicator identifies the trend in the cost of proposed 
changes in the housing capital programme compared to the Council’s existing 
commitments and current plans, expressed as a change in weekly rent levels. 
Unlike the previous Council Tax indicator which does not allow for increases in 
Formula Grant, the Housing Rent indicator does allow for increases in housing 
subsidy. It is planned to undertake unsupported borrowing for HRA capital 
expenditure on the New Build Council Homes although it is assumed the 
additional costs are met from efficiency savings. The increase in the HRA 
budget requirement is therefore zero in all years. 

Table 7: Incremental impact of capital investment decisions on housing 
rents 

 Proposed 
Budget 
2011/12 

Forward  
Projection 
2012/13 

Forward 
Projection 
2013/14 

Housing  Rents £0.00 £0.00 £0.00 
 
 
26 LEVIES 

 
26.1 The levies fixed by other bodies are shown in the table in paragraph 26.5. 
 
26.2 A number of the levies are calculated using the Authority's Council Tax base, and 

projected collection rates, for 2011/12 the taxbase is calculated as 76,093 based on 
a collection rate of 95%. 

 
26.3 The Council receives levies from a variety of other bodies, which it must meet from 

within its total budget requirement.  The levies include those from the North London 
Waste Authority [NLWA], the London Boroughs’ Grants Scheme [LBGS], the 
Environment Agency, the Lee Valley Regional Park Authority [LVRPA], and the 
London Pensions Fund Authority.  

 
26.4 The LBGS levy is allocated on a population basis. As referred to earlier, the main 

NLWA levy is now apportioned on the basis of estimated tonnage. The other levies 
are apportioned using authorities' Council Tax base. 
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26.5 The following table summarises the levies for 2011/12 and shows the changes   

compared with 2010/11.  
 

2011/12 
Levy 

2010/11 
Levy 

Change 

 £m  £m   

Levying Authority 

    £m 
North London Waste Authority       
Main Levy* 5.615 5.284 0.331 
Non Domestic Waste 1.827 2.046 -0.219 

London Borough Grants Scheme 0.733 0.733 0 
Lee Valley Regional Park Authority 0.225 0.224 0.001 
Environment Agency 0.150 0.146 0.004 
London Pensions Fund Authority (est.) 1.131 1.131 0.000 
Total 9.681 9.564 0.117 

 
* The NLWA Levy for 2011/12 has been reduced due to the application by the NLWA 
of reserves. This is a one-off benefit. The 2012/13 Levy is projected to increase by 
at least 30% from 2011/12 to around £6.8m. The 2011/12 budget was built before 
the application of reserves was known. The one-off benefit that will accrue in 
2011/12 will be used to support one-off expenditure. 

 
27 PRECEPTS 

 
27.1 The only body which now issues a precept to the Council is the Greater London 

Authority [GLA]. Payments to the GLA will be made from the Collection Fund.  The 
GLA advises the Council of the total amount of precept required and also calculates 
the amount of Council Tax this equates to.  The precept will be net of government 
support as the GLA receives Formula Grant.  The amount of Council Tax required 
as calculated by the GLA, is added to the Council’s own calculation to give the total 
Council Tax to be charged. 
 

27.2 The London Assembly is set to announce the GLA budget on 23 February 2011, 
which was after this report was sent for despatch. The draft budget (announced in 
December 2010 and deemed unlikely to change) requires a precept of £309.82 per 
Band D property, which is no change from 2010/11. The total GLA precept for 
Hackney will be £23.575m. This will result in a total Band D Council Tax for Hackney 
of £1,308.27, which will be no change from 2010/11. 

 
28 THE COUNCIL TAX BASE 
 
28.1 Section 67 of the Local Government Finance Act 1992 provides that certain 

functions relating to the calculation of the Council Tax may only be exercised by the 
Council itself and cannot be delegated to a Committee or to Officers.  

 
28.2 The Council agreed the tax base at its meeting on 26 January 2011. As required by 

the regulations, the calculations were set out in full in the report to Council.  The 
Council Tax is set by reference to the number of Band D equivalents in its tax base, 
and for Hackney as a whole the tax base contains 76,093 Band D equivalents, and 
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assumes a collection rate of 95%.   
 
29 HACKNEY’S COUNCIL TAX FOR 2011/12 
 
29.1 A description of the Council Tax regime is set out in Appendix 5 as background 

information for Members. The Council Tax figures set out below are based on a zero 
increase in the Council Tax and a collection rate of 95%.  The collection rate is in 
line with the Council’s Medium Term Planning Forecast and supports Mayoral 
Priority 2, making sure the Council is high performing and efficient, by ensuring that 
everyone pays what they owe and that the Council spends the money in the most 
effective way. 

 
2011/12 COUNCIL TAX TO BE RAISED 

 £m 
 
Expenditure requirements 
Revenue financing of capital expenditure 
 
Budget requirement 
 
Less:     External Support 
Less:     Collection Fund Surplus 
 
 
Hackney Demand on Collection Fund 
GLA Precept (TBC) 
 
Total Amount to be raised from Council Tax 
 
No. of Band D Equivalent Properties 
 
Hackney Element Band D Council Tax 
GLA Element Band D Council Tax 
 
Band D Council Tax 

 
292.546 
12.701 

 
305.247 

 
      224.940 

4.333 
  
75.974 
23.575 

 
99.549 

  
              76,093 

 
                       £998.45 

                              £309.82  
 

£1,308.27 
 
29.2 Members should note that decisions around the level of Council Tax increase must 

be made with reference not only to local political and financial considerations but 
also taking into account the Government’s controls over Local Government spending 
such as the use of capping powers. In addition the Council has to formally consult 
with representatives of the local business community. The Corporate Director of 
Finance met with local business representatives on 17 February 2011 to discuss the 
final budget proposals. 

 
29.3 The revenue expenditure to be met from the Formula Grant Allocation, Council Tax  

and Collection Fund surplus is known as the budget requirement. The element of 
this figure to be funded from Council Tax is £75.974m, based on a Council Tax of 
£998.45 at the Band D level for Hackney Council purposes in 2011/12.  The GLA 
precept is added to this figure to produce a total Band D of £1,308.27. 

 
29.4 The formal resolutions by Council to agree the budget and Council Tax rate are set 

out in the recommendations to this report. These can only be agreed by Council.  
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The decisions cannot be delegated.    
 
 
30.  HOUSING REVENUE ACCOUNT  
 
30.1 Cabinet on 26 January 2011 agreed the recommendations in the 2011/12 Housing 

Revenue Account Budget including Tenants Rent and Service Charges report to 
increase average rents in 2011/12 by 6.1% and increase service charges by an 
average of 5.1%.  These increases were in line with the HRA MTPF rent strategy 
and Central Government rent restructure guidelines. 

 
30.2 Based on these increases, the HRA budget provides a balanced position for 

2011/12, in accordance with the statutory requirements. This has been achieved by 
developing plans to make significant efficiency savings of £4.2m, whilst avoiding cuts 
to services.  

 
30.3 The HRA holds two reserves namely the Right Sizing Reserve and minimum 

contingency reserve. The Right Sizing Reserve was agreed by Cabinet in January 
2005 and is intended to help the Council manage its long-term HRA deficit. It should 
only be used for one-off items of expenditure that enable ongoing increases to 
income or reductions to expenditure to be achieved. The estimated balance as at 1 
April 2011 is £16.6m.  The balance on the minimum contingency reserve as at 1 
April 2011 is estimated to be £10.2m. 

  
30.4 On the capital side, the Council will continue to fund the Decent Homes programme 

in 2011/12. However, the October 2010 CSR announced considerably reduced 
capital funding for Decent Homes. The indicative ALMO credits and Supported 
Capital Expenditure (Revenue) or SCE(R) for 2011/12 and future years have been 
withdrawn and Local Authorities have instead been invited to bid for the available 
resources in January 2011 for the period 2011-2014. The outcome of this process 
may not be known until February and will consist of a two year allocation for 2011/12 
and 2012/13 plus indicative amounts for the following two years. 

 
APPENDICES  

 The following are appended to this report 
 

Legal framework governing budget decisions Appendix 1 
Proposed 2010/11 Revenue Budget summary Appendix 2 
Recharges Methodology Appendix 3 
Schedule of reserves Appendix 4 
The Council Tax regime Appendix 5 
The Council Tax base Appendix 6 
Proposed Capital Schedules Appendix 7 
Proposed Fees and Charges Appendix 8 
Notes of Business Ratepayers consultation event. Appendix 9 
Treasury Management Strategy Appendix 10 
Comprehensive Spending Review and 2011/12 Local 
Government Finance Settlement 

 
Appendix 11 

Schedule of One-off growth Appendix 12 
Draft Corporate Plan Appendix 13 

Gross and Net budgets by Directorate Appendix 14 
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