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2. INFORMATION
Maintaining a durable budget work streams

2.1 At its July meeting, the Executive Committee requested that the Research and Development Committee, as a matter of urgency, undertakes a comprehensive review of Fees and Charges which will be reported back to Executive by Winter 2010.

2.2 In June 2010, the Executive Committee noted the approach being taken to respond to the financial pressures facing the Council. This approach was set out in the ‘maintaining a durable budget’ report which forms a standing item on the Executive Committee agenda.
2.3 The ‘maintaining a durable budget’ reports have outlined the context for the Council’s current “strong financial platform” and the approach being adopted to manage it through the current and future funding cuts. The report sets out eight work streams, together, aiming to bridge the anticipated budget gap of £1.2 million. An overview of all eight work streams has been included as Appendix A.

2.4 One of the eight work streams relates to fees and charges, an overview of which has been reproduced opposite:

Fees and charges work stream – maintaining a durable budget
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Objectives of the review
2.5 A reminder of the objectives of the review of fees and charges has been set out below. These were outlined in the maintaining a durable budget report approved at Executive in July 2010 and are:-
a) Review and refresh the existing policy (the guiding principles);
b) Assess the potential to raise additional income;
c) Make explicit choices between the ‘user pays’ or ‘council taxpayer pays’ or the most appropriate mix in each case; 
d) Review of the Council’s concessions policy;

e) Identify potential trading opportunities.
2.6 At this stage, it is suggested that the main focus of the Committee is on policy areas of a) and b), both of which have an overarching affect on the process of determining fees and charges and are therefore essentially upstream of the other elements of the review. Objective c) clearly has some weighty policy objectives but is addressed, in part, by the review of the existing policy and is also dependant on the results of analysis of downstream pieces of work. The report will also raise other questions for member’s consideration.
2.7 The timeline for the review is tight. In order to meet the timescales for the implementation of the new VAT increases in January 2011, a report containing proposals will be considered by the Executive Committee in November 2010. It is likely that the review will focus on some short term proposals that can be implemented quickly, and then medium and longer actions and areas of focus can be revisited by the Committee should the need arise.

Financial Context

2.8 Fees and charges are clearly an important part of the Council’s budget. It receives approximately £6 million from fees and charges each year, of which the Council has discretion, of varying degrees, to set prices relating to £5.2 million worth of this income.
2.9 Given the current financial position and the possibility of a three or four year phase in, a real term increase of around 4% in income ought to be achievable over that that period.
3 CONSIDERATIONS
Review existing policy - the guiding principles
3.1 The Council introduced a new methodology for determining its fees and charges in 2006. The approach set out to provide the Council with a fair, equitable and transparent way to determine its fees and charges for discretionary services. The key guiding principles of the approach centred on:

a) ensuring charges set are fair, both in terms of the service user, and non-users of the service who may subsidise the cost;
b) making sure that the Council’s corporate priorities are considered when setting fees and charges and that resultant fees are rational when compared with other services;
c) ensuring fees and charges are stable and any changes in price are predictable, helping both customers and the Council budget effectively. 

The full guiding principles have been included as Appendix B.
3.2 The guiding principles were cited by the Audit Commission as a best practice case study in their report Positively Charged. As a result, the approach has informed the development of a number of other council’s policies. The experience of using the guiding principles at Kettering has been good.  Managers have indicated that it is quick, transparent and feels like a fair way of working.
3.3 Prior to the principles based approach, the Council operated a historic price plus inflation approach. This was found to have resulted in anomalies in pricing and also situations where fees became detached over time from the original policy decisions. The focus of the principles based approach is one of making conscious choices, rather than accidents of history.
3.4 The principles based approach therefore seems to be both a rational and sensible way of working. Member’s views are sought on continuing with this approach and on whether there are any amendments to the guiding principles the Committee would like Executive to consider.

Concessions Policy

3.5 During the 2005 review of fees and charges, a new concessions policy was introduced. This is applied to certain fees once they have been set.  The full Concessions Policy has been included for member’s information as Appendix C. A summary of the Concessions Policy is provided below:
Concessions for services - Summary
	Level of concession
	Recipient
	Service

	Level 1:

50%

(Service user pays 50% of the standard price)


	-   Pensioners

-   Students and juniors

-   People with disabilities


	Pest Control

Bulk Refuse Collections

	
	- People in receipt of housing / council tax benefit


	Leisure services

	Level 2:

80%

(Service user pays 20% of the standard price)

	- People in receipt of housing / council tax benefit


	Pest Control

Bulk Refuse Collections


3.6 At the time of setting the concessions policy, there was some member debate around whether the 80% concession was too high or too low a level.  A 100% concession, or put another way, providing the service free of charge, was considered to be ineffective, as was previously the case.  There was clear evidence that some services, particularly pest control and bulk refuse, were being over-used, and in some cases, abused, by none-fee payers.  The 80% concession was implemented to ensure that everyone paid something for a service, placing more value on its use. However, at the same time, Members of the original review were also concerned that removing the concession could mean an increase in fly-tipping and increase in issues with vermin.

3.7 Members may wish to consider a number of areas relating to the concessions policy, including:

(i) 
The level of concessions provided:

Is the 80% and the standard 50% concession right and what upper and lower limits may be more appropriate? In order to help inform this debate, it is expected that data relating to the take-up of services, their concessions and the financial implications will be made available, either at or prior to the meeting.
i. Categories of concessions:

There are currently two categories for determining the different level of concessions. (i) Services important for protecting public health and the environment and (ii) Services that promote healthier living. Members may wish to consider whether these categories still apply. An alternative, or even additional level could be to introduce new categories such as: (i) Universal need (have to use), and (ii) Choose to use; this latter category having the possibility of different concession levels applied.

ii.    The conditions relating to the provision of concessions, as set out in the notes section of Appendix C. For example:
Should concessions be restricted to two uses of the service as currently the case (with the exception of leisure services) or should the limit be set at a different level, for example, one or more use?

and

Should the age at which pensioners receive concessions be reviewed? i.e. is the 60 year age limit still appropriate or should it be increased to 65?

iii. The ‘means tested’ nature of concessions:

Should concessions be reserved for those people who have the most difficulty affording the service, either tapering concessions or tightening the entitlement criteria to help those who need it the most?
In order to help consider the above questions, it would be useful to ask the question: What is the Council trying to achieve through providing concessions? In answering this question, it will be important to consider carefully the issue of the burden between council tax payer and service user as a concession enjoyed by one person will be paid for by another.
Other considerations

3.8 The review will assess the potential to raise additional income from existing and potentially new services, and existing and potentially new fees. The guiding principles will be used to set fees.  By way of methodology, Service Heads are reviewing opportunities in their service areas. If members of the Committee have ideas they would like service heads to look into, for example, charging for new services, then these should be fed into the process at this stage. This position also applies to any potential trading opportunities that may exist.
3.9 The Council has a long-standing strategy of lobbying the Government on areas where fees are prescribed and where inequalities, anomalies or opportunities exist. The future focus of this activity forms a separate work stream in the ‘maintaining a durable budget’ approach. The Council is keen for the Government to adopt a principles approach to setting charges, similar to that of the Council and also delegate more power to local authorities to set charges that are currently prescribed. Member’s thoughts are welcomed on the focus of lobbying activity in relating to increasing income for the Council.
3.10 As highlighted in section 2.7 of this report, it will be important that any price changes are implemented in-line with the timeline for VAT changes, in January 2011. It is proposed that the Council adopts the principle that it should not lose or gain revenue as a result of the VAT changes. The policy of not acting as a buffer for other tax changes is well established and has recently been reaffirmed by the Executive Committee.
3.11 A medium-term strategy is already in place for car parking charges and this was reviewed in 2008. A Pop and Shop service was implemented, funded by the temporary reduction in VAT. With this VAT reduction no longer in place, it is proposed that the charges for Pop and Shop parking are reviewed.  Member’s views are sought on whether a wider review of the car parking strategy is included within the current review.
4 CONSULTATION AND CUSTOMER IMPACT
None at this stage. However any proposed changes to fees and / or concessions implemented, if considered significant, will be able to be managed through phasing. This is one of the principles of the current approach and has been used effectively before to dampen the impact of fee changes on both customers and the Council.
5 POLICY IMPLICATIONS
The two main policies affected by this review are guiding principles for setting fees and the concessions policy. The relevant considerations have been identified in the body of this report.
6 FINANCIAL RESOURCE IMPLICATIONS
6.1 Any increase in fees and charges income will play an important roll in helping to deliver a sustainable budget in the future. It is considered important that the Council is not favoured or adversely affected by the increase in VAT in January 2011.
6.2 At the time of the 2005 review of fees and charges, it was estimated that the cost to the Council of implementing the concessions policy was in the region of £50,000. More work is taking place to understand the cost implications for varying the concessions levels, which include working with our external leisure service providers to model the potential impact. It is anticipated that more information will be available at or before the Committee to help understand the resources implications of varying the policy.
7 HUMAN RESOURCE IMPLICATIONS

None at this stage
8 LEGAL IMPLICATIONS
There are specific legal rules and guidelines that local authorities follow when setting fees and charges. The guiding principles and process for determining fees take these into account and ensure that they are applied.
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PURPOSE OF REPORT


Provide members with an overview of the work taking place on the review of the fees and charges that forms part of the delivering a balanced budget framework. In doing so, the report will set out the high level approach and key issues for member’s consideration.


The report provides the opportunity for the Research & Development Committee to feedback to the November meeting of the Executive where decisions relating to the fees and charges and concessions can be made.





Fees and Charges





Build on commended approach


Review / refresh the Policy


Re-consider subsidy vs user


Scope for new income streams





RECOMMENDATION


That members note the proposed approach to the review of fees and charges, and provide feedback to the Executive Committee on the issues highlighted within this report (and summarised below for ease of debate):


Should the Council continue with the guiding principles approach and should the principles be amended?


Are the levels, categories and rules applying to concessions right?


Do members have any ideas relating to charging, for example, charging for new services, for Service Heads to investigate in greater detail?


Identify areas for lobbying activity in relation to fee income


Should car parking charges be reviewed as part of this review?









