                                                     Swansea Council 
                        Assignment marking scheme – Budgetary and Financial Issues
(a)(i)  Capital Expenditure 2016-17
                                                                       £m

Capital Expenditure                                         35       
Financing:

Grants : WDA                                                  2.0      (1)

               EEC                                                 3.5       (1)

               LOTTERY                                        1.5       (1)

Funds – Repairs and Renewals                      3.5      (1) 

Capital Receipts                                              1.5      (1)

Balance by Loans Fund                                23.0      (1)
            Total Finance                                    35.0     (1)

Debt charge calculations :

Loan = £23m, borrowed on 31 July 2016
8 months interest chargeable = 8/12 x 23 x 0.04 = £613,333    (3)
Principal = 50% x 23 x .05 = £575,000     (3)        

                                                                                                                     (Total 20 Marks)

 (a)(ii) General Revenue Fund Statement 2016/17
           Services Net Expenditure                                                 £000

Education                                                                                     11,000
Leisure Centres                                                                              9,170 

Theatres                                                                                         5,100

Coastal Protection                                                                          1,010    

Policy and Resources                                                                   17,400

Environmental Health                                                                     1,400

Housing ( Non HRA)                                                                     12,300

General Services                                                                            8,150 

Trading Services                                                                              (500)

              TOTAL                                                                            65,030      (2)

Add Revenue implications of the Cap.Prog. 2016-17
                                           Prinicple                                                 575        (1)
                                           Interest                                                  613.3      (1)
Add Revenue implications of Debt O/S 1.4.2016
                                            Prinicple  ( 112 X 5%)                        5,600        (1)
                                            Interest    (112 X 4%)                        4,480         (1)
                                 Total Net Expd. on Services                       76,298.3     (1)
Financed by :                                                                                 £000

Revenue Support Grant                                                              10,000.0      (1)
NNDR Grant                                                                                 5,000.0       (1)
Contribution from G.R.Reserves                                                  4,800.0   ( 60% x 8.0 )   (2)
Amount to be financed by Council Tax                                       56,498.3        (1) 
       Total Finance available                                                        76,298.3    
 Calculation of Equivalent Band D Properties

	TAX 

BAND


	NO PROPS
	
	BAND D

EQUIVALENT


	
	BAND’D’ EQUIVALENT

PROPERTIES



	A
	36,000
	X
	6/9
	=
	24,000.00

	B
	30,000
	X
	7/9
	=
	23,333.33

	C
	32,000
	X
	8/9
	=
	28,444.44

	D
	41,000
	X
	1
	=
	41,000.00

	E
	44,000
	X
	11/9
	=
	53,777.78

	F
	26,000
	X
	13/9
	=
	37,555.55

	S
	22,000
	X
	15/9
	=
	36,666.67

	H
	16,000
	X
	18/9
	=
	32,000.00

	Total
	
	
	
	
	      276,777.78 (1)


Therefore forecast band ‘D’ 2016/17 council tax = 56,498.30

 276,777.78


                           = 204.13         (1)   
(Total 20 Marks)

(a) (iii) 
Estimate balance on General Revenue Reserves and repairs and renewals funds at 1 April 2019 (before note 12)

	
	General Revenue

£m
	Repair and Renewals

£m

	Opening Balance 1.4.2016
	8.00
	5.00

	Less used
	4.8   (1)
	3.50   (1)

	Closing Balance 31.3.2017
	3.2   (1)
	1.50   (1)    (Total 4 Marks)

	
	
	


(a)   (iv)
  REVISED ‘GENERAL REVENUE FUND STATEMENT’ (AFTER NOTE 12)
Restricted Council Tax Band ‘D’ charge = 1.03% x £185 = £190.55      (2)

Therefore maximum amount to be raised from Council Tax Payers:-


=
 276,777.78 x £190.55

= £52,740,005                         (2)

Therefore shortfall in G.R. fund

= 56,498,300 – 52,740,005







= 3,758,295 


 (1)

Less Est. Balance on General Reserves
  (3,200,000)


 (1)
Further Remaining Shortfall


    (558,295)


 (2)

Therefore Council tax for 2016/17 cannot be achieved even if all general Revenue Reserves are used – which in itself is undesirable   (1)

                                                                                                                       (Total 11 Marks)

(b)   -  Possible courses of Action – Max. of 13 marks.
1. Reduce capital programme – those schemes which are financed by loan
(1)
2. Increase fees and changes
(1)
3. Charge for services not previously charged for
(1)
4. Reduce central support costs/other costs
(1)
5. Contact out some services (I term contract)
(1)
6. Do not fill vacant posts (staff)
(1)
7. Prioritise services – cut out non statutory services
(1)
8. Last resort – cut levels of services
(1)
9. Renegotiate Debt o/s
(1)
10. Adequate insurance cover
(1)
11. Cash flow management/stock control
(1)               
 Consequences of each point above attract 1 > 2 marks each.        (Total 20 marks).
(c)     CRITIQUE OF BUDGETARY AND TAX SETTING PROCESSES.
The budget for each year (Revenue- taken as its starting position) is the budget for the previous year, which then adds or subtracts marginal items from that base.

This is known as incremental budgeting, and is adopted by most P.S.organisations.

It assumes the previous year was a reasonable base. ie. Has no slack or ‘fat’ built into the budget.

Can only ‘tinker’ with changing the budget on a marginal basis.

Compounds previous budgeting errors. 

Does not take a ZBB approach to make efficiency/other savings.

Outcomes ignored, and encourages over estimating. 

The ‘Bid system is used for capital budgeting. 
Criticisms

A single year emphasis- little Long Term planning for service priorities.

Fails to achieve corporate objectives.

Encourages a year – end spending spree.

Stronger services influence the bidding process in order to get more resources and services/schemes through.

The tax setting process is very short-term related. ie. corporate planning is restricted to one year ahead, due to the constraints of the annual tax setting process for Council Tax. Also compounded by Central Governments National Tax and budget regime.

                                  2> 4 Marks for each valid point up to max .    (Max 25 Marks)                                                                              
(d) CRITICAL EVALUATION OF VARIOUS METHODS OF RAISING REVENUE FINANCE
1. Rating System
(2)

2. Community Charge (or ‘Pole Tax’)
(2)

3. Council Tax
(2)

4. Local Income Tax
(2)

5. Local Purchase Tax (i.e. VAT)
(2)

6. National non Domestic Rates
(2)

7. Examples from other countries     (2)

8. Introduce new fees and charges   (2)

9. Increase existing fees and charges  (2)


       
               (Max 10 Marks)

Note

<OTHER POSSIBLE SYSTEMS MENTIONED COULD ALSO ATTRACT MARKS>

                                                                                                 [GRAND TOTAL 100 MARKS]                                          









