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CABINET

8" February 2021 Braintree

District Councill

Council Budget and Council Tax 2021/22 and Medium- Agenda No: 5a
Term Financial Strategy 2021/22 to 2024/25

Portfolio Finance and Performance Management

Corporate Outcome: A high performing organisation that delivers

excellent and value for money services
Delivering better outcomes for residents and
businesses and reducing costs to taxpayers

Term Financial Strategy 2020/21 to 2023/24 - Report to
Cabinet 10th February 2020 and Full Council 17"

Report presented by: Councillor David Bebb, Cabinet Member for Finance
and Performance Management

Report prepared by: Trevor Wilson, Head of Finance

Background Papers: Public Report

e Council Budget and Council Tax 2020/21 and Medium- Key Decision: No

February 2020:;

Medium-Term Financial Strategy 2020/21 to 2023/24
Update - Report to Cabinet 7" September 2020;
Medium-Term Financial Strategy 2021/22 to 2024/25 -
report to Cabinet 23" November 2020

The Provisional 2021/22 Local Government Finance
Settlement — Consultation Paper published by the
Department for Housing, Communities and Local
Government on 17t December 2020.
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Executive Summary:

Background and Purpose

The process of rolling forward the Council’s four-year financial plan commenced
with a report to Cabinet, on 7t September 2020, with an initial review of the
Medium-Term Financial Strategy (MTFS) 2020/21 to 2023/24; which had been
agreed by Council on 17" February 2020.

On 23rd November 2020, the Cabinet received a report providing details of the
progress with the updating of the Financial Profile and the Medium-Term
Financial Strategy 2020/21 to 2023/24. This included detail of unavoidable cost
pressures and the work on identifying options for revenue cost
reductions/additional income to meet the anticipated funding shortfalls over the
next four years. The Cabinet agreed that the Revenue Budget and Capital
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Programme for 2021/22, as presented, constituted the initial Budget proposals
and that views be sought as appropriate.

The Council received, on 17th December 2020, detail of the provisional Local
Government Finance Settlement for 2021/22. In addition, Cabinet Members and
Senior Management have reviewed the current levels of the Council’s
discretionary fees and charges.

This report consolidates all of this information, including final refinements to the
assumptions, resulting in: proposed budgets for revenue and capital; the level of
council tax (Band D) for 2021/22; a Financial Profile and Medium-Term Financial
Strategy for 2021/22 to 2024/25; details of the Council’s discretionary business
rate relief schemes and discretionary council tax exemptions, discounts and
premiums for 2021/22; and Capital and Investment Strategy 2021/22 to 2024/25
and Treasury Management Strategy for 2021/22 to 2024/25.

Budget Strategy

The Council’s Budget Strategy (The Strategy) has been established for a number
of years, which is to:

e Be alow Council Tax Authority;

e Have plans to deliver a balanced budget over the medium-term; and

e Maintain a minimum level of unallocated balances of £1.5million.

The approach to achieving this Strategy has been to deliver cost reductions and
additional income without impacting on customers and service delivery. This has
included:

e Property purchases providing a rental income stream;

e Causeway House shared with mix of four private and public sector
organisations producing rental income;

e Responsibility for running the Enterprise Centre, Springwood Industrial
Estate, and developed four grow-on units adjacent to the Centre;

e Invested in solar panels on council property reducing energy costs and
producing an income;

¢ Invested monies in pooled funds achieving an improved return over short-
term interest rates;

e Service reviews have delivered cost reductions;

e Agreed a District Investment Strategy with developments which will deliver
benefits over the medium to long-term;

In addition, the Council, unlike many local authorities, determined from the
inception of the New Homes Bonus scheme, a funding mechanism which rewards
the development and delivery of homes, that it would be used for investment in
infrastructure projects and affordable homes and not used to support the Council’s
day to day spending.

The Covid-19 pandemic has had a considerable impact on the Council’s finances
and continues to do so as services which for a period were gradually reintroduced
as restrictions were lifted have in recent weeks been impacted with the District
moving into higher tier levels and the current national lockdown.
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This is expected to result in ongoing financial consequences across the Council’s
services. Mainly reductions in the level of income received from services such as
car parks but also unbudgeted items of expenditure, such as support provided to
the Council’s leisure management provider, Fusion. In the current year, the
Government has provided significant financial support to local authorities and this
has lessened the net financial impact on the Council.

In developing the Budget for the next financial year it has been difficult to forecast
the impact on services, in particular how the Council’'s income generating services
will recover and to what extent customer demand may change in a post-Covid
time. As such no attempt has been made to forecast the impact at detailed budget
level. It is considered that a provision be provided to meet the potential financial
impact in 2021/22 and this is also supported by the Government which will provide
further financial support to help meet the impact in the early part of 2021/22.

Government Funding

The provisional Finance Settlement for local government for 2021/22 was
published by the Secretary of State for Housing, Communities and Local
Government on 17t December 2020.

The Council’s provisional allocation of Settlement Funding Assessment (SFA) for
2021/22 is £3,486,929, and this consists solely of retained business rates. The
amount is exactly the same as that allocated for the current year.

Other grant/subsidy confirmations or announcements for 2021/22 received were:
Rural Services Delivery Grant - £23,217;

Lower Tier Services Grant - £148,498

Homelessness Prevention Grant — £411,824;

Housing Benefit Administration Subsidy — total of £340,021;

Local Council Tax Support Administration Subsidy — notification expected
late February assumed amount of £127,980.

The Secretary of State for Housing, Communities and Local Government also
announced details of the Local Government COVID Support Package for 2021/22:
e Emergency Fund - £685,853;
e Local Council Tax Support Grant - £189,919; and
e Sales, Fees and Charges Income Losses Compensation Scheme is
extended to the first 3 months of 2021/22. This would be subject to an
application in summer 2021 to this Scheme.

New Homes Bonus (NHB). Notification on the Council’s entitlement for year 11 of
the scheme has been received of £1,380,472, which when added to legacy
payments due from years 8 and 9 of £240,952 makes the total amount to be
received in 2021/22 of £1,621,424. The Government has confirmed this will be the
final year under the current approach to allocating NHB and will shortly publish a
consultation document on options for reform for the future.

Update on Financial assumptions in the current MTFS

The Financial Profile, agreed by Council in February 2020, included movements
on cost reductions and additional income planned for 2021/22 to 2023/24. These




4.2

4.3

4.4

4.5

4.6

4.7

5.1

5.2

have been reviewed and the values have been adjusted to provide net savings of
£24,850 in 2021/22, £38,350 in 2022/23 and £5,000 in 2023/24.

The Financial Profile includes the consequences for 2021/22 of the planned
priority investments and unavoidable budget changes which were identified in
previous years.

Of the fourteen priority investment changes, nine were one-off budget requests in
2020/21 and these are due to be removed from the base budget in 2021/22. A
review has however identified that two need to be adjusted. The total value of the
budget reductions to be made in 2021/22 is £809,450.

Five unavoidable budget demands identified for 2021/22 onwards have been
reviewed and concluded that the anticipated requirement of an additional waste
vehicle and crew will not be required until 2022/23. Also the request for the
Procurement Service has been reassessed following changes in the membership
of the Procurement Hub resulting in a reduced request of £5,260. The total value
of the ongoing budget additions to be made in 2021/22 is £75,190.

Provision for a pay award on 1st April 2021 of 2%, for staff and Members
Allowances, has been included in the Financial Profile.

The Triennial Review of the Essex Pension Fund conducted as at 31st March
2019 determined the pension fund assets and liabilities applicable for the Council
and set the deficit contribution and employer contribution rate for the three years:
2020/21 to 2022/23.

Allowances for inflationary increases have been provided but only on specific
budget headings based on the Office of Budget Responsibility’s forecast of the
Consumer Prices Index for 2021/22 and forecasts of energy cost increases
received from Concept Energy Solutions.

New Investments and Unavoidable Budget Demands

Additional revenue funding to meet unavoidable budget demands and new
investments total £1,563,140, in 2021/22 and £389,370 in 2022/23. Of which,
£98,000 in 2021/22 and £5,000 in 2022/23, are an ongoing requirement and
therefore are needed to be added to the base budget. Four requests, totalling
£1,465,140 in 2021/22 and two requests of £384,370 in 2022/23, are for one-off
budget requirements/adjustments. The requests were presented in the initial
budget proposals.

The proposed unavoidable budget demands and new investment, which are not
added to the base budget, include:

e Councillor Community Grant scheme — a provision of £75,000 per annum be
provided for a two year period and funded from the unallocated General
Fund balance; and

e Interest and Dividend income budget — £350,000 estimated reduction on
pooled fund returns as a consequence of the Covid pandemic on global
markets. Proposed to fund from the Treasury Management Reserve.
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At this time, one of the main unknowns for the 2021/22 Budget is how the
Council’'s income generating services and those of the Council’s partners,
including Fusion, will recover following the national pandemic and to what extent
customer demand may change in a post-Covid time. Whilst the Government has
announced some financial support for local authorities to address the potential
impact of Covid in 2021/22, it is proposed that a provision of £1million be set aside
in a new earmarked reserve from the unallocated General Fund balance to provide
additional financial support should this be needed.

Cost Reduction/Additional Income Proposals

Service budgets have been reviewed, with reference to the projected outturn for
the current year, and this has identified budget adjustments with a total of
£181,790 in 2021/22 and minor adjustments in the three following years. These
have been agreed by Management Board as they do not have a direct impact on
customers or service delivery.

Fees and Charges — a schedule of proposed fees, charges and housing rents for
2021/22 is provided on the Council’'s website (click here).

Proposed levels of trade waste charges and environmental permits for 2021/22 are
not available at the current time due to information required from a third party. In
addition, core leisure charges are determined annually with Fusion, the Council’s
leisure services partner, by the Cabinet Member for Health and Communities. A of
review of and consultation on fees for planning pre-application advice service and
street naming and numbering is to be undertaken following the changes to the
Scheme of Delegation, agreed on 7" December 2020. It is proposed that authority
is delegated to the appropriate Cabinet Members to determine the level of these
fees for 2021/22.

It is proposed to continue the current arrangement for the appropriate Cabinet
Member to have delegated authority to vary some fees and charges to ensure
competiveness of Council services.

Business Rates Retention Scheme and Business Rate Taxbase

The Council’s Business Rates Taxbase for 2021/22 was calculated as at 4"
December 2020 and agreed by the Corporate Director (Finance) under delegated
authority. The net collectable amount, after mandatory and discretionary reliefs,
allowances for losses on collection and rating appeals, is £43,031,368.

It is proposed that a number of Discretionary Business Rate relief schemes agreed
previously by Cabinet continue as requested by the Government, these are:
e Supporting Small Businesses — from 15t April 2017 for a maximum period of 5
years; and
e Rural Rate Relief — increase from 50% to 100% from 15t April 2017; and
e Local Newspaper Offices Relief — extended to apply in the financial years
2020/21 to 2024/25.

The Government undertakes to reimburse councils for the amount of relief granted
under the above schemes.
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All fifteen authorities participating in the current Essex Business Rate Pool had
confirmed their willingness for the Pooling arrangement to continue for 2021/22.
On 16th December 2020 the Secretary of State for Housing Communities and
Local Government issued a letter to Essex County Council (lead authority for the
Essex Pool) confirming that the Essex Pool will continue for 2021/22. The Cabinet
Member for Finance and Performance Management had agreed that this Council
should participate in an Essex Pool on the basis that estimated business rates
income for 2021/22 will exceed the baseline amount.

Local Council Tax Support Scheme

On 23 November 2020, the Cabinet determined that it would not propose any
changes to the Council’s Local Council Tax Support scheme for 2021/22; this was
on the basis of limiting the frequency of changes thereby providing a level of
stability and continuity in the scheme for claimants — the last agreed changes were
effective for 2016/17. With no proposed changes there was no requirement to
undertake a consultation exercise.

Details of the scheme for 2021/22 to be recommended for approval by Council can
be found on the Council’'s website at: Proposed Local Council Tax Support
Scheme 2021/22.

Since the introduction of the Local Council Tax Support scheme it has been
agreed that an Exceptional Hardship Fund would be provided for short-term
assistance to households facing exceptional financial difficulties. The process for
dealing with requests for assistance from this Fund involves a referral to the
Citizens Advice Bureau (CAB) for money advice and an assessment of the
claimant’s finances. In addition an officer has been employed to work with
claimants who experience difficulty in paying their council tax with the objective of
offering support and advice and to ultimately agree an arrangement to pay.

It is recommended that the officer working with claimants and the Exceptional
Hardship Fund be retained for 2021/22. A review of the effectiveness and value
for money of the CAB money advice service is to be held over the next few months
and it is recommended that authority be delegated to the Cabinet member for
Finance and Performance Management to agree and implement any changes as a
consequence of the review.

Council Tax — Collection Fund Surplus and Taxbase

The Council’s taxbase for 2021/22, calculated as at 30" November 2020, is
53,721. This was agreed, under delegated authority, by the Corporate Director
(Finance). This compares to a taxbase of 53,373 for 2020/21; an increase of 348
or 0.65%.

The Council has exercised its discretionary powers to set the discounts/premiums
for empty properties and second homes. The current levels of these discounts are
as follows:

e Properties undergoing extensive repair — 0% discount for twelve months;
e Properties unfurnished — 0% discount for 6 months;
e Second homes — 0% discount;
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It is not proposed to make any changes to the levels of the discounts for 2021/22.
The current level of premia on long-term empty properties is as follows:

e Properties which have been unoccupied and substantially unfurnished for a
period of two years and less than 5 years — 100% premium.

e Properties which have been unoccupied and substantially unfurnished for
five years or more — 200% premium

With the following change agreed for the following year, as permitted under the
Rating (Property in Common Occupation) and Council Tax (Empty Dwellings) Act
2018:

The premiums applicable for 2021/22 are reaffirmed as:

e 100% will be applied, in addition to the full (100%) charge, for all premises
which has been unoccupied and substantially unfurnished (empty) for a
period of less than 5 years;

e 200% if the period is at least 5 years but less than 10 years; and

e 300% if the period is at least 10 years on or after 15 April 2021.

The Council is required to publish, in at least one local newspaper, notice of the
determination before the end of the period of 21 days beginning with the date of
the determination.

It is proposed that the current incentive to owners, to bring their properties back
into use, of a refund of the 12 months’ additional premium (ie above the original
premium of 50%), prior to when the property is brought back into use and
occupied, be continued.

It is estimated that the balance on the Council Tax Collection Fund available for
distribution is a surplus of £1,355,197, of which the amount due to this Council is
£170,882. It has been agreed that £33,640 of this Council’s share of the surplus
will be paid to town and parish councils in 2021/22.

The Secretary of State determines the level of increase above which a proposed
increase in council tax must be subject to a referendum. For shire district councils
the referendum principles for 2021/22 have been set at the higher of 2% or up to
and including £5. An increase of £4.95 on this Council’s Band D council tax for
2021/22 equates to a percentage increase of 2.68%.

The initial budget and council tax proposals agreed in November provided that the
Council’s council tax requirement be increased by £3.69 (2.00%) to £188.37 per
annum (at Band D) for 2021/22. This equates to a council tax charge, for a Band
D property, for the provision of this Council’s services of £3.62 per week; an
increase of approximately 7p per week over the current year.

A council tax increase of 2% for 2021/22 is proposed, however, with the receipt of
the provisional finance settlement, the notice of the proposed referendum
principles for shire district councils and the provisional allocation of Covid funding
for 2021/22 a range of options of council tax increases for 2021/22, of 2.68%, 2%,
1% and Nil are provided for consideration by the Cabinet. For each option, the
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resultant shortfall in 2021/22 would be met from the unallocated General Fund
balance and the shortfall for 2022/23 includes the shortfall for 2021/22 which
would still need to be addressed.

Financial Profile

The budget proposals as presented in this report result in a shortfall of £121,934
for 2021/22 but this will be addressed with a withdrawal from the unallocated
General Fund balance. Shortfalls are projected for the following three years of
£1,061,749, £292,030 and £89,103, respectively.

The shortfalls for 2022/23 onwards have been determined under the current local
government funding arrangements, however, these are likely to be subject to
significant change pending the outcomes of the Fair Funding and Spending
Reviews, and also the Government’s decision regarding the proposed new 75%
Business Rate Retention scheme, each of which are now expected to be
implemented from 15t April 2022. The Government is expected to consult on
elements of both the proposed Fair Funding Review and on the new Business
Rate Retention scheme during 2021.

It is proposed that the approach to address the anticipated budget shortfalls over
the period of the MTFS will also seek to identify savings/additional income in
2021/22, to reduce the call on the unallocated General Fund balance. The
approach consists of a number of strands:

e Assess potential opportunities to make changes following experience of how
services and the Council have responded to the impact of the Covid
pandemic;

e Implement a Commercial Strategy which is currently being developed and
includes a systematic approach to reviewing services, identifying income
generating opportunities, etc;

e Increasing income through investment. An Investment and Development
Programme is currently being developed,;

e Maximising value from third party spend and improving contract
management.

Under each of the council tax increase options for 2021/22, the Council would
have the ability to utilise the unallocated General Fund balance in 2022/23 to meet
part of the shortfall in that year should the plans to address the shortfall not all be
deliverable in that year.

Pay Policy 2021/22

The Pay Policy Statement 2021/22 has been designed to give an overview of the
Council’'s framework regarding pay and rewards for staff within the Council. The
framework is based on the principle of fairness and that reward should be
proportional to the weight of each role and each individual's performance.

Balances and Reserves

The estimated transfer from balances resulting from the proposed 2021/22 Budget
is £121,934. This together with the proposed use of the unallocated General Fund
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balance to fund one-off investments of £139,000, to set aside £1million as a
provision for the potential impact of Covid on the Council’s finances in 2021/22,
and the repayment of £0.823million in respect of the Pension Deficit, provide an
anticipated balance at 315t March 2022 of £4.767million.

Detail of the proposed use of earmarked reserves is also provided in the report.
Capital Resources and Investment

The total value of the proposed capital projects in 2021/22 is £3,177,740. The
projects include: a number which are routine each year such as planned
maintenance of Council properties, Disabled Facility Grants and Play Area
Refurbishment; proposals for Witham and Halstead town centres public realm
improvements and provision for skate parks in Weavers Park, Braintree and Spa
Road, Witham; and a provision for Supporting the Climate Change Emergency
which encompasses the continuation of current schemes including increasing the
number of electric charging points, community tree and bulb planting and cycle
parking and associated signage.

The schedule also includes anticipated requirements of £1,871,000, £1,526,000
and £2,016,000 over the years 2022/23 to 2024/25. .

Capital and Investment Strategy and Treasury Management Strategy

Statutory guidance and guidance from the Chartered Institute of Public Finance
and Accountancy (CIPFA) require increased information and for a broadening of
definition of investments to ensure that all authorities have clear plans and
understanding of the risks of investments in assets as well as investment of cash.

The Capital and Investment Strategy is a high-level overview of how capital
expenditure, capital financing, treasury management, and investment activity
contribute to the provision of local public services along with an overview of how
associated risk is managed and the implications for future financial sustainability.
The strategy includes details of the Council’s borrowing requirements for 2021/22
onwards, the approach as to how capital resources will be applied, the Council’s
Minimum Revenue Provision policy and includes the Council’s proposed limits
regarding external debt.

The Council’s borrowing and investment requirements for 2021/22 are contained in
the annual Treasury Management Strategy Statement.

The Corporate Director (Finance) is satisfied that the proposed capital programme
is prudent, affordable and sustainable.

Robustness of the estimates and the adequacy of the proposed financial
reserves

The Section 151 Officer (Corporate Director - Finance) provides confirmation of
the robustness of the estimates and the adequacy of the proposed financial
reserves as presented in this report. Also included is an assessment of the
financial resilience of the Council’s revenue income sources.

10




15.2

Finally, with regard to Year-End accounting procedures requests to carry forward
unspent budgets are required to be agreed by Cabinet. With the requirement to
produce draft accounts for external audit by 31t May, carry forward budgets need
to be agreed in April. Given the short timescale for the turnaround of the requests
it is recommended that authority is delegated to the Cabinet Member for Finance
and Performance Management to agree those unspent budgets to be carried
forward to the following year.

Recommended Decision:

A. That it be Recommended To Council that the following be approved:

1.

2.

The budget variations to the current base budget as detailed in Section 4 of the
main report;

The additional income and cost reductions as detailed in Section 6 of the main
report;

The allocation of Homelessness Prevention Grant of £411,824 for 2021/22 be
earmarked for housing purposes;

The allocation of Local Council Tax Support Grant, of £189,919, be held in reserve
and that authority be delegated to the Cabinet members for Housing and Finance
and Performance Management to agree a scheme with the major preceptors on
the use of the funds to provide support to vulnerable households;

The unavoidable revenue budget demands and new investments added to the
Base Budget of £98,000 as detailed in Section 5.2 of the main report;

The unavoidable revenue budget demands and new investments required to meet
one-off or time-limited expenditure of £465,140 as detailed in Section 5.3 of the
main report and to funded as detailed in section 5.5 of the main report:

A provision of £1million be set aside in a new earmarked reserve from the
unallocated General Fund Balance to meet the potential financial impact of Covid
on the Council’s finances that is not covered by support from the Government;
The Braintree District Council’'s Local Council Tax Support scheme for 2021/22 as
detailed on the Council’'s website: Proposed Local Council Tax Support Scheme
2021/22;

The package of support to claimants experiencing difficulties as a result of the
Local Council Tax Support scheme as detailed in Section 11.9 of the main report,
subject to a review of the effectiveness and value for money of the CAB money
advice service with authority delegated to the Cabinet Member for Finance and
Performance Management to agree and implement any changes as a
consequence of the review;

10.The Council’s discretionary fees and charges and housing rents for 2021/22 as

detailed in the schedule on the Council’s website (click here);

11.Delegated authority is given to the appropriate Cabinet Members to determine the

level of charges for Trade Waste collection, Environmental permits, core leisure
and planning pre-application advice service and street naming and numbering for
2021/22;

12. That delegated authority is given to the appropriate Cabinet Member to agree

variations to Trade Waste, Town Hall Centre, Building Control and Car Parking
fees and charges for commercial purposes;

11
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13.The sum of £7,368,666 be transferred from the Business Rates Equalisation

Reserve to offset the estimated deficit on the Business Rates Collection Fund as at

31st March 2021, which is required to be taken into account for the 2021/22

Budget;

14.To continue the Council’s Discretionary Business Rate Relief schemes, as detailed
in section 9.2 to the main report, for 2021/22;
15. Discretionary council tax discounts and exemptions for 2021/22 are:

e Discount applicable to empty dwellings undergoing major repairs is set at 0%
for the twelve month period;

e Discount applicable to vacant dwellings is set at 0% for the six month period;

e Discount applicable to second homes is set at 0%;

e Discretionary Council Tax Empty Homes Premiums charged on dwellings
vacant for over two-years but less than five-years continue at 100%; on
dwellings vacant for over five-years but less than ten-years continue at 200%;
and on dwellings vacant for over ten-years be increased to 300%, with effect
from 15t April 2021 and that this is duly published in a local newspaper within 21
days of this decision. In addition the refund arrangement, as detailed in section
13.5 of the main report;

16.The Council’'s Pay Policy for 2021/22 as detailed in Appendix B to the main report;

17.A transfer to the Revenue Account of £121,934 from the General Fund unallocated
General Fund balance in 2021/22;

18.The estimated movements on the earmarked reserves as detailed in Appendix E to
the main report;

Capital

19.The General Fund Capital bids for 2021/22 listed in Appendix H to the main report;

Capital and Investment Strateqy and Treasury Management Strateqy

20.The Capital and Investment Strategy including the authorised borrowing limit,
operational borrowing boundary, the policy on Minimum Revenue Provision and
prudential indicators as detailed in Appendix | to the main report;

21.The Treasury Management Strategy Statement including the schedule of
investment counterparties and limits and prudential indicators as detailed in
Appendix J to the main report;

Council Tax

22.The proposed estimates (producing a Braintree DC Council Tax Requirement of
£10,119,425) as detailed in Appendix C and the Council Tax for 2021/22 of
£188.37 for a Band D property, having taking into consideration:

e The consultation feedback, if any, received and reported verbally at the
meeting;

e The assessment of risks in the budget assumptions;

e The Equalities Impact Assessments and

e The Section 151 Officer’s report (Corporate Director — Finance) on the
robustness of the estimates and the adequacy of balances (Appendix G to the
main report).
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That Cabinet agrees to:

23.Delegate authority to the Cabinet Member for Finance and Performance
Management to agree requests for unspent budgets, at the year-end, to be carried
forward to the following year.

Purpose of Decision:

To determine the Budget and Council Tax level proposals for 2021/22 to be submitted to
Full Council for consideration, in accordance with the Budget and Policy Framework
Procedure Rules contained in the Constitution.

Any Corporate implications in relation to the following should be explained in

detail.

Financial:

The budget proposed for 2021/22 includes:

unavoidable budget demands and investment of £638,330;
provision for inflationary increases of £635,350; additional
income and cost reductions of £206,640; increases in
discretionary fees and charges; the Government’s
provisional Settlement Funding Assessment of £3,486,929;
business rates in excess of the baseline of £1,492,095 and a
£3.69 (2.00%) increase in council tax for the year. The
overall impact is a withdrawal from balances of £121,934 in
2021/22.

The majority of service budgets proposed do not make
allowance for the potential impact of the Covid pandemic
continuing into 2021/22. However, it is proposed to set aside
£1million from the unallocated General Fund balance to
address the potential financial impact of Covid on the
Council’s finances that is not covered by support received
from the Government.

The estimated positions for 2022/23 to 2024/25 are savings
required of £1,061,749, £292,030 and £89,103. ltis,
however, very difficult to predict the full extent of the
shortfalls for these years as significant change is anticipated
from 2022/23 due to the Government’s Fair Funding and
Spending Reviews and the proposed introduction of a 75%
Business Rates Retention scheme.

An approach to address the anticipated budget shortfalls is
proposed.

New capital projects with an estimated value of £3,177,740
are to be added to the capital programme, to be delivered in
2021/22. The estimated total expenditure on capital projects
in 2021/22 is £35.917million. Financing of the capital
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programme is from a mix of resources: capital receipts,
capital grants, earmarked reserves and borrowing (external
and/or internal).

Legal:

Local Government Finance Act 1992 — Section 106

Will any Members affected by Section 106 please note that
any declarations to that effect should be made on the
commencement of the meeting or immediately on arrival if
this is later.

Under Section 106 a member who has not paid an amount
due in respect of their Council Tax for at least two months
after it became payable is precluded from voting on any
matters affecting the level of Council Tax or the
arrangements for administering the Council Tax. (The
Member is, however, entitled to speak).

Adoption of Local Council Tax Support Scheme (LCTS) is a
statutory requirement. Failure to do so could lead to a default
scheme being imposed by the Government.

Safeguarding:

There are no safeguarding issues raised by this report.

Equalities/Diversity:

It is proposed to continue with the current Local Council Tax
Support scheme for 2021/22. The Equalities Impact
Assessment produced for the current scheme continues to
be relevant. This identified that the scheme provides a
positive impact for older people but potential negative impact
for people with disabilities. The potential impact is minimised
as Disability Benefits are disregarded thereby providing
additional support to those with specific long-term conditions.
Support for people with mental health issues may be
available by means of an exemption from Council Tax
liability under SMI (Severely Mentally Impaired) legislation.

An equalities impact assessment on the proposed loss of
parking spaces at the Manor Street car park during the
construction period of the Manor Street Development has
been undertaken and is included in the ‘Manor Street
Regeneration Project — Equalities Impact Assessment’
document.

Customer Impact:

Impact on customers has been considered in relation to the
proposals, as appropriate. Potential customer impact issues
arising from the Manor Street Development will continue to
be considered as part of the management of that project.

Environment and
Climate Change:

A capital provision of £500,000 is proposed to support the
Climate Change Emergency: to provide funding to continue
with existing projects and for initiatives proposed by the
Climate Change working group in due course.
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Consultation/Community
Engagement:

The Performance Management Board considered the budget
proposals on 18" November 2020 and will consider the
proposals again on 3 February 2021. All Members of the
Council were invited to attend the meetings.

The January edition of the Business Bulletin included an
invitation to businesses in the District to comment on the
2021/22 initial budget proposals.

Risks:

The Council’s Medium-Term Financial Strategy is identified
as a strategic risk and has been assigned a risk rating of B2.
An extract from the Strategic Risk Register is included at
Appendix F to the report, giving the vulnerability and the
action plan to mitigate the risk.

Officer Contact:

Trevor Wilson

Designation: Head of Finance
Ext. No: 2801
E-mail: Trevor.wilson@braintree.gov.uk
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1.2

1.3

14

15

Background

The Medium-Term Financial Strategy (MTFS) 2020/21 to 2023/24 was agreed
by Full Council on 17" February 2020.

The annual process of reviewing and rolling the MTFS forward by one year
commenced with a report to Cabinet on 7t September 2020.

At the meeting the Cabinet received/agreed:

e An update on the current year's Budget and the estimated impact of the
Covid-19 pandemic;

e An update on the progress of the Government’s proposed 75% Business
Rate Retention scheme and the Fair Funding and 2020 Spending Reviews;

e The approach on developing the Budget for 2021/22 and rolling the MTFS
period forward to cover the period 2021/22 to 2024/25;

e An option, if the Government offers an opportunity, to participate in a bid by
Essex authorities to operate an Essex Business Rates pooling
arrangement for 2021/22;

e Events and issues which may impact over the period of the Council’s
proposed MTFS; and

e The timetable to achieve the setting of the council tax and budget for
2021/22 at the meeting of the Full Council on 22" February 2021.

On 23" November 2020, the Cabinet received a report providing details of the
progress with the updating of the Financial Profile and the Medium-Term
Financial Strategy 2021/22 to 2024/25. This included detail of unavoidable
cost pressures and the work on identifying options for cost reductions/
additional income to meet the anticipated funding shortfalls over the next four
years. The Cabinet agreed:

To recommend to Council approval of:

e A total of £33,640 of the surplus on the Council Tax Collection Fund be
allocated to parish/town councils;

And that:

¢ No changes are proposed to the Local Council Tax Support Scheme for
2021/22 and consequently there is no requirement for consultation to be
undertaken; and

e The Revenue Budget and Capital Programme for 2021/22, as presented in
the report, constitute the initial Budget proposals and that views are sought
as appropriate.

Since the agenda for the Cabinet meeting on 23" November 2020 was
published:

e The Leader of the Council together with members of the Cabinet presented
and answered questions on the initial revenue budget and capital
programme proposals for 2021/22 at the Performance Management Board
on 18" November 2020;

e The recommendation to Council from Cabinet was approved at the Full
Council meeting on 7'" December 2020;
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1.6

2.1

2.2

e The Council received, on 17" December, detail of the provisional Local
Government Settlement Funding Assessment figures for 2021/22; and

e Cabinet Members and Senior Management have reviewed the current
levels of the Council’s discretionary fees and charges.

This report consolidates all of this information, including final refinements to

the assumptions, resulting in:

e Proposed budgets for revenue and capital for 2021/22;

e The proposed level of council tax (Band D) for 2021/22;

e A Financial Profile and Medium-Term Financial Strategy for 2021/22 to
2024/25; and

e A Capital and Investment Strategy and a Treasury Management Strategy
for 2021/22.

Budget Strategy

The Council’s Budget Strategy (The Strategy) has been established for a
number of years, which is to:

e Be alow council tax authority;

e Have plans to deliver a balanced budget over the medium-term; and
e Maintain a minimum level of unallocated balances of £1.5million.

The approach to achieving this Strategy has been to deliver cost reductions
and additional income without impacting on customers and service delivery.
This has included:

e Property purchases providing a rental income stream, including:
Connaught House, Colchester; property at Church Lane, Braintree for a
doctors surgery; offices at 3 & 4 Century Drive, Freeport Office Village;
Doctors surgery, Silver End;

e Office accommodation at Causeway House shared with a mix of four
private and public sector organisations producing rental income;

e Responsibility for running the Enterprise Centre, Springwood Industrial
Estate, and developed four grow-on units adjacent to the Centre;

¢ Invested in solar panels on council property reducing energy costs and
producing an income;

¢ Invested monies in pooled funds (mix of equities, property and multi-
assets) achieving an improved return over short-term interest rates;

e Service reviews have delivered cost reductions. Changes have included
the combining of the domestic refuse, recycling and trade waste collections
across the District; staff reductions resulting from restructures in a number
of service areas;

e Agreed a District Investment Strategy with developments which will deliver
benefits over the medium to long-term; including Manor Street
development; Horizon 120 employment site at Great Notley including a
new Enterprise Centre; I-Construct facility at the Enterprise Centre,
Springwood Industrial Estate to provide business support programme; and
pipeline proposals for a Witham Enterprise Centre and Healthcare facility
on the former Premdor Site, Sible Hedingham.
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2.3

2.4

2.5

2.6

2.7

3.1

In addition, the Council, unlike many local authorities, determined from the
inception of the New Homes Bonus scheme, a funding mechanism which
rewards the development and delivery of homes, that it would be used for
investment in infrastructure projects and affordable homes and not used to
support the Council’s day to day spending.

The Council has maintained a healthy unallocated General Fund balance in
recent years that has enabled it to take advantage of opportunities such as to
pay the pension deficit for three years in a single payment to achieve net
savings. As at 315t March 2020 the balance was £6.882million. The average
balance held by Essex district councils as at this date was £3.978million, with
a range of between £1.116million and £8.5million.

The Covid-19 pandemic has had a considerable impact on the Council’s
finances and continues to do so as services which for a period were gradually
reintroduced as restrictions were lifted, have in recent weeks been impacted
with the District and the county moving into higher tier levels and the current
national lockdown. All of which means the Council’s services are continuing to
play a key role in providing support and assistance to residents and
businesses.

This is expected to result in ongoing financial consequences across the
Council’'s services. Mainly reductions in the level of income received from
services such as car parks but also unbudgeted items of expenditure, such as
support provided to the Council’s leisure management provider, Fusion.
Additional costs may also be incurred on the Council’s capital projects. In the
current year, the Government has provided significant financial support to
local authorities and this has lessened the net financial impact on the Council.

In developing the proposed Budget for the next financial year it has been
difficult to forecast the impact on services, in particular how the Council’s
income generating services will recover and to what extent customer demand
may change in a post-Covid time. As such no attempt has been made to
forecast the impact at detailed budget level. It is considered that a provision
be provided to meet the potential financial impact in 2021/22 and this is also
supported by the recent announcement by the Government that it will provide
further financial support to help meet the impact in the early part of 2021/22.

Government Funding

The provisional Financial Settlement for local government was published by
the Secretary of State for Housing, Communities and Local Government on
17t December 2020. The provisional settlement is in respect of 2021/22 only
and has been subject to statutory consultation; this closed on 16™ January
2021. The Cabinet Member for Finance and Performance Management
responded to the consultation on behalf of the Council. The Ministerial
announcement on the final Settlement figures for 2021/22 is, however,
awaited at the time of writing this report. A verbal update will be provided at
the meeting, as appropriate.
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3.2

3.2.1

3.3

3.3.1

3.3.2

3.3.3

3.34

The provisional 2021/22 Local Government Finance Settlement

This single year settlement for 2021/22 is essentially a roll-forward of the
2020/21 settlement.

Core Spending Power

The Government issues a ‘Core Spending Power’ statement to provide local
government with an understanding of the resources which it calculates are
available to the whole sector to deliver services.

For district councils the Core Spending Power consists of: Settlement Funding
Assessment (SFA); Council Tax; New Homes Bonus, Business Rates
indexation and Grants: Rural Services Delivery Grant and Lower Tier Services
Grant (new for 2021/22). Core Spending Power figures for this Council are
provided in the table below:

The Provisional Local Government Finance Settlement 2021/22

Core Spending 2020/21 2021/22  %increase
£ £

Settlement Funding Assessment 3,486,929 3,486,929

Indexing of Business Rates 139,757 181,684

Council Tax (Assumes maximum increase applied) 9,856,926 10,256,337

Rural Services Delivery Grant 22,125 23,217

Lower Tier Services Grant - 148,498
13,505,737 14,096,665 4.1%

New Homes Bonus 907,204 1,621,424 5.0%

Total Core Spending for Braintree 14,412,941 15,718,089 9.1%

National average increase in Core Spending for English authorities 4.5%

The Government’s assessment of this Council's Core Spending Power for
2021/22 is £15.718million, an increase of £1,305,148 (9.1%) over 2020/21.

This level of increase (of 9.1%) is significantly higher than the average
increase for English local authorities (of 4.5%). Whilst the increase is partly
due to an assumed increase in council tax (£399,411), which includes
increases in the council taxbase and the council tax levels based on the
maximum allowable under the referendum principle and also a new grant for
2021/22 in respect of Lower Tier Services (£148,498), the main reason is the
increase in the allocation of New Homes Bonus (of £714,220) which accounts
for over half of the increase. As noted at 2.3 above the Council uses its
allocations of New Homes Bonus for investment in infrastructure projects and
affordable homes rather than support the revenue account. Therefore, the
Government’s assessment of the increase in resources available to the
Council, with the exception of New Homes Bonus, is marginally below that of
the National average.
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3.4

3.4.1

3.4.2

3.5

3.5.1

3.5.2

3.6

3.6.1

3.6.2

3.6.3

3.7

3.7.1

Settlement Funding Assessment

The Settlement Funding Assessment (SFA) for district councils consists of two
elements: Revenue Support Grant (RSG) and Business Rates Baseline.

The table below shows the breakdown of the provisional SFA for the Council
for 2021/22 together with the Settlement for the past five years, for
comparison purposes:

Settlement Funding Assessment

2016/17  2017/18  2018/19 @ 2019/20 2020/21  2021/22
Revenue Support Grant (RSG) £1,602,495 £777,347 £272,481 Nil Nil Nil
Retained Business Rates - Baseline  £3,191,180 £3,256,331 £3,354,160 £3,431,026 £3,486,929 £3,486,929

Total Settlement Funding Assessment £4,793,675 £4,033,678 £3,626,641 £3,431,026 £3,486,929 £3,486,929

Percentage change year-on -year -15.85%  -10.09% -5.39% 1.63% 0.00%

Note: Settlement for the years 2016/17 to 2019/20 were part of a four-year funding offer.
Business Rates Baseline

The Business Rates Baseline is the Government’s assessment of a local
authority’s spending need which is expected to be funded through the
business rates retention scheme. For 2021/22 this has been assessed at the
same amount as for the current year of £3,486,929.

The actual amount retained by the Council is dependent on actual business
rate income collected in the relevant year. An estimate of the business rates
to be retained in 2020/21 (revised) and 2021/22 is provided at section 8 below

Rural Services Delivery Grant

The Rural Services Delivery Grant recognises that there are additional costs
associated with local service delivery in rural areas. The Government
proposes to increase the Rural Services Delivery Grant (RSDG) by £4 million,
taking the total to £85million

This funding is distributed to the top quartile of local authorities on the basis of
the ‘super-sparsity’ indicator, which ranks authorities by the proportion of the
population which is scattered widely, using Census data and weighted towards
the authorities with the sparsest populations.

This Council’s allocation is £23,217 for 2021/22, an increase of £1,092 (or
4.94%) over that received for the current year.

Lower Tier Services Grant
The Government is proposing a new un-ringfenced Lower Tier Services Grant

in 2021/22, which will allocate £111 million to local authorities with
responsibility for lower tier services (for example, homelessness, planning,
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recycling and refuse collection, and leisure services). It is anticipated that this
is a one-off grant for 2021/22 only.

3.7.2 The Council has been allocated £148,498 and was calculated according to the

3.8

3.8.1

3.8.2

3.8.3

3.8.4

3.8.5

3.8.6

3.8.7

3.8.8

2013/14 Settlement Funding Assessment (SFA), through the lower tier
element of SFA and which the Government has determined represents the
best available relative needs assessment for the authorities concerned.

New Homes Bonus

The New Homes Bonus (NHB) was introduced in 2011 to provide an incentive
for local authorities to encourage housing growth in their areas. From 2017/18
a national baseline was introduced for housing growth of 0.4% of council tax
base (weighted by band), below which NHB is not be paid. The Government
has retained the option of adjusting the baseline in future years to reflect
significant and unexpected housing growth.

The Government has committed to reforming the NHB, and this year will be
the final year under the current approach. A consultation document is to be
published shortly on the future of the NHB, setting out options for reform.

The Government has decided not to make any change to the baseline and this
will therefore remain at 0.4% for the 2021/22 allocation. However, the
Government has also announced that as this will be the final set of allocations
under the current approach, year 11 payments, as with year 10 payments, will
not attract new legacy commitments in future years.

Notification on the Council’s entitlement for year 11 of the scheme has been
received of £1,380,472, which when added to legacy payments due from
years 8 and 9 of £240,952 makes the total amount to be received in 2021/22
of £1,621,424.

The Council’s baseline for the year 11 allocation is 250 dwellings, based on
Band D weighting. The actual growth recorded between October 2019 and
2020 was 1,166. The Council will therefore receive NHB on 916 dwellings
based on Band D weighting.

In addition, the Council recorded the completion of 173 affordable homes
during the 12-month period and these attract a premium payment of £350 per
home.

The total amount of NHB calculated on the eligible number of new dwellings
and affordable homes is then split: 80% payable to the Council and 20% to
Essex CC.

Detail of the payments for up to year 11 (2021/22) is provided in the table
below. The shaded areas in the table show the periods when payments will
not be made as a consequence of the Government’s change from 2017/18 of
reducing the payment period from 6 to 5 and ultimately to 4 years and the
cessation of legacy payments from year 10.
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New Homes Bonus Summary - 2011/12 to 2021/22

2011/12 to 2016/17| 2017/18 2018/19 | 2019/20 | 2020/21 | 2021/22 Total
£'000 £'000 £'000 £'000 £'000 £'000 £'000

Year 1 (2011/12) (£509,036p.a. for 6 years) 3,054.2 3,054.2
Year 2 (2012/13) (£472.6k p.a. for 5 years) 2,363.0 2,363.0
Year 3 (2013/14) (£606k p.a.for 5 years) 2,423.8 606.0 3,029.8
Year 4 (2014/15) (£266.9 p.a. for 4 years) 800.6 266.9 1,067.5
Year 5 (2015/16) (£247.1k p.a. for 4 years) 494.3 247.1 247.1 988.6
Year 6 (2016/17) (£608.5 p.a. for 4 years) 680.5 680.5 680.5 680.5 2,722.1
Year 7 (2017/18) (£328.7k p.a. for 4 years) 328.7 328.7 328.7 328.7 1,314.8
Year 8 (2018/19) (£16.25k p.a. for 4 years) 16.2 16.2 16.2 16.2 65.0
Year 9 (2019/20) (£224.7k p.a. for 4 years) 224.7 224.7 224.7 674.1
Year 10 (2020/21) (£337.5k) 337.5 3375
Year 11 (2021/22) (£1.38m) 1,380.5| 1,380.5
Total receivable in Year 9,816.5| 2,129.2 1,272.5 | 1,250.2 907.2 | 1,621.4 | 16,997.1
Less:

Allocations Agreed 452.1 70.0 70.0 70.0 70.0 70.0 802.1
Economic Development & Project

Delivery 144.8 144.8 144.8 144.8 144.8 724.0
Allocated to District Investment 8,000.0 r 8,000.0
Allocated for Affordable Homes 750.0 750.0
Garden Communities 250.0 250.0 100.0 600.0
Grow-on Units, Springwood 86.8 86.8
Broadband 250.0 356.0 606.0
Premdor site - feasibility 80.0 80.0
Housing Development & Local Plan 500.0 600.0 1,100.0
North Essex Economic Growth Strategyf 20.0 20.0
Strategic Investment Team 1,991.2 1,991.2
Horizon 120 Enterprise Centre 500.0 500.0
Resource Available 1144 1,577.6 1,469.5 535.4 |- 427.6 | 1,406.6 | 1,736.9

3.8.9 The table also shows how the NHB has been allocated to-date: the majority
providing capital resource for the District Investment Strategy, affordable

homes, Strategic Investment Team (funding for four-year period), Garden

Communities project and the Grow-on units at Springwood Industrial Estate,

Braintree. Other sums have been allocated toward the costs of the Local

Plan, economic development and project management. Allocations agreed
for 2021/22 total £214,800 and are principally for staffing in Economic
Development and Project Delivery service teams.

3.8.10 The balance available for allocation in 2021/22 is £1.737million. This balance
will increase once the winding up arrangements of NEGC Ltd and the Garden
Communities project have been finalised as a balance of funds held by the
Accountable Authority will be distributed between the four authorities.
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3.9

3.9.1

3.9.2

3.9.3

3.94

3.10

Housing Benefit and Local Council Tax Support Administration Subsidy

The other significant funding received from Central Government are the
administrative subsidies for Local Council Tax Support and Housing Benefit
schemes with a total of £503,830 allocated to the Council for 2020/21.

Notification of the Housing Benefit administrative subsidy was received from
the Department for Work and Pensions (DWP) on 18" December 2020 and
provides a core funding allocati