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CORPORATE OVERVIEW AND SCRUTINY COMMISSION
HELD ON 26 JANUARY 2009
(FROM 5.30 PM TO 7.10 PM)

PRESENT: Councillor Jim Clark in the Chair.  Councillors Stan Beer,
Philip Broadbank, Jayne Brotherton, Ian Galloway, Charlie Powell, John Savage,
Nigel Simms, Trotter, Geoff Webber and Matthew Webber.

Late Arrivals: Councillor Ian Galloway at 6.07 pm.
Councillor Jayne Brotherton at 6.45 pm.

Early Departures: None.

10/08 - APOLOGIES FOR ABSENCE AND NOTIFICATION OF SUBSTITUTES:
There were no apologies for absence.  Notification had been received that
Councillor Matthew Webber was to act as a substitute for Councillor Hawkins and
that Councillor Jayne Brotherton would act for Councillor Simon Theakston.

 (5.32 pm)

11/08 - DECLARATIONS OF INTEREST: There were no declarations of interest.

(5.32 pm)
12/08 - MINUTES:

RESOLVED:

That the Minutes of the meeting of the Commission held on 9 June 2008 be
approved as a correct record and signed by the Chair.

(Four Members voted for the motion and there were five abstentions).

(5.32 pm)

13/08 - EXEMPT INFORMATION: There were no exempt information items.

(5.33 pm)

14/08 - PUBLIC ARRANGEMENTS – QUESTIONS: There were no such questions
to consider.

(5.33 pm)

MATTERS FOR REPORT

15/08 - DRAFT GENERAL FUND REVENUE BUDGET 2009/10:  The Chair
referred to the report of the Head of Financial Management considered by Cabinet
on 7 January 2009 in relation to the Draft General Fund Revenue Budget and the
report of the Scrutiny Officer dated 26 January 2009 which set out the comments
made by the Council’s Scrutiny commissions in response to the Draft General Fund
Revenue Budget recommended by Cabinet.
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The Chair invited the Director of Resources to comment on the factors affecting the
2009/10 Draft General Fund Revenue Budget.  The Director referred to the
unprecedented downturn in the national economy as a background to the Council’s
own current financial position.  It was acknowledged by the Commission that the
national economy had made financial life particularly difficult for some local
authorities and that a number of councils were considering redundancies and staff
cuts.  The Director was therefore concerned that Members appreciated the gravity of
the predicament experienced by local authorities nationally and Harrogate Borough
Council’s position in relation to that of other councils.

The Director advised that Harrogate Borough Council had taken certain measures in
light of the economic downturn and had lent in the region of £17 million. That figure
was considered to be as much as the Council could lend over a two-year period.
This lending had been agreed at a fixed rate of 6% that was favourable compared to
only 2% if that money were to be lent at current rates.  After 2010 Harrogate
Borough Council would not be able to achieve such a favourable rate on its lending.
Council Officers had also been able to achieve further savings through a fresh
energy contract.  It was acknowledged that North Yorkshire County Council had not
yet agreed that Harrogate Borough Council could use its on-street parking income to
offset the funding withdrawn by the Government in relation to concessionary fares.
The Director also referred to spending priorities advising that Harrogate Borough
Council faced capital investment demands and had to act to avoid recycling
penalties. HIC was particularly vulnerable to the economic downturn.  For 2009/10
underspends were relatively low and for 2010/2011 Harrogate Borough Council
faced a possible shortfall of around £1m after efficiency savings, without taking into
account the loss of concessionary fares and any further slowdown in the economy.
The Director concluded by referring to Council tax capping limits set by the
Department of Communities and Local Government (DCLG) expected to be around
5% and possibly even 4%. On that basis the Administration had asked the Director
to review any possible rise in Council tax with a view to achieving an increase of
below 4%.

The Chair then invited Members to inform the Commission of any alternative budgets
for consideration by Council.  In the absence of any alternative budget Councillor
Broadbank advised that he would be tabling questions in relation to the use of
reserves and balances to affect a Council tax freeze to be proposed by the Liberal
Democrat Group. It was noted that those questions would be taken in the context of
the budget recommended by Cabinet.

In response to a question from Councillor Broadbank in relation to the
Administration’s efforts to reduce any potential Council tax increase from 4.1% to
3.9% the Director advised that reserves would not be used in order to achieve this.

The Director also responded to questions from Councillor Webber in relation to the
way in which reserves were aggregated and potential calls on reserves as a result of
a non-domestic rate re-evaluation and the termination of a joint venture with another
local authority.  Councillor Webber queried the budgeted figure for increase in staff
pay set at 2.5% and suggested to the Commission that it would be useful to survey
Councillors to seek their support in foregoing increases in their allowances to
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achieve savings.  Councillor Broadbank referred to the total percentage of reserves
that could be used to effect a Council tax freeze and in response the Chair referred
to guidance circulated by the Director of Resources in relation to the good financial
management of reserves.  The Director had issued this advice in his capacity as the
Council’s Section 151 Officer and confirmed the Council’s financial position in the
medium and longer term referring to a pension fund deficit of £50 million and a deficit
in concessionary fares of £1 million.  There was also a need for a capital investment
in the Harrogate International Centre to ensure that the HIC maintained a revenue
income and could continue to meet its financial obligations.  The Director advised
therefore that there was no scope to draw upon reserves to balance the budget in
the short term and that reserve should only be used as part of a longer-term
strategy.

The Director concluded by referring, once again, to the national guidance issued in
relation to reserves which local authorities were expected to follow and advised that
any departure from this guidance would require a reasoned explanation to the Audit
Commission.

The Chair then invited further questions from Members and the Chair, Director and
Head of Financial Management then responded to more detailed questions in
relation to the composition of the Citizens Panel, car parking income and the way in
which Harrogate Borough Council could support the local economy.

The Chair then referred to the report of the Scrutiny Officer that set out comments
from the previous Scrutiny Commission meetings in relation to the budget.  The
Chair referred to the outcomes of each Commission meeting and advised that he
would be taking these to Cabinet for consideration at its meeting to be held on 4
February 2009 and that was agreed.  The Director of Resources provided updates in
relation to a number of comments made by the Scrutiny Commissions in January
upon which further information had been received since those meetings had taken
place. It was also agreed that the Administration’s proposed General Fund Reserve
Budget 2009/10 be noted by the Commission.

In terms of any further comments from the Commission to take to Cabinet in
February, Councillor Broadbank proposed that Cabinet should consider a Council tax
freeze drawing upon reserves and the Council’s working balance to do so.  In order
to achieve a Council tax freeze reserves of up to £600,000 would be required.
Councillor Broadbank then referred to those reserves that he considered could be
used in order to achieve a Council tax freeze: -

IT Development £175,000
Vehicle Reserve £50,000
Election reserve £10,000
Insurance reserve £50,000
Housing Benefit reserve £25,000
Single Status reserve £25,000
LAB grant initiative £25,000
Building Control reserve £10,000
General Fund working
balance

£275,000
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The figures set out above represented 3% of the total reserves held by Harrogate
Borough Council and would in his view achieve the desired affect for the taxpayer.

The Chair, Councillor Clark acknowledged the proposal and it was agreed to take it
forward for consideration by Cabinet in February.  The Director of Resources was
then asked to comment on the proposal and advised that the use of reserves and
working balances to achieve a Council tax freeze would need to be sustained in the
medium term and therefore consideration would need to be given as to how this
would then be achieved in 2010/2011 and then 2011/2012.  The Director referred to
the possibility of capping by the DCLG in this and future years and referred to the
need for any proposals relating to the use of reserves to have regard to sections 34
and 35 of the Local Government Act 1988.  The Director also referred to constraints
in relation to the use of the working balance and increased risks faced by the Council
that may impact upon the working balance itself. The Director then referred to a
report from the Head of Financial Management to be considered by Cabinet in
February in relation to the need to increase the working balance from £2.75m to £3m
in order to meet risks faced by the Council.

Councillor Webber concluded by explaining the reasons for the suggested Council
tax freeze and the need to place only a minimal burden on the ratepayer as was
necessary and that Harrogate Borough Council as a local authority had the
discretion to impose a budget of its own design.

The Chair thanked Members for their comments and confirmed that these would be
included in the report to Cabinet at its next meeting on 4 February 2009.

(5.33 pm – 7.05 pm)

MATTER WHICH THE COMMISSION DEALT WITH UNDER DELEGATED
POWERS

16/08 - MINUTES OF THE GOVERNANCE PANEL AND CORPORATE
PERFORMANCE PANEL 2008:

RESOLVED (UNANIMOUSLY):

That (1) the Minutes of the Corporate Performance Panel of 28 January 2008,
28 July 2008, 19 August 2008, 10 November 2008, 4 December 2008 be received;
and

(2) the Minutes of the Governance Panel dated 4 February 2008,
1 April 2008, 24 June 2008 and 22 September 2008 be received.

(7.06 pm)

(D)


