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PURPOSE

To consider the Council's draft General Fund Budget for 2018/19 and
projected 2017/18 General Fund Budget and draft proposals for the 2018/19
Council Tax.

RECOMMENDATIONS

That the 2017/18 revised net expenditure on the General Fund of
£10,571,020 be approved.

That a draft General Fund Budget for 2018/19 of £9,126,090 be proposed for
consultation purposes, with a contribution from balances of £838,986 and a
Band D Council Tax of £204.46 (assuming a 2.99% increase) be approved.

That the updated position on the General Fund Medium Term Financial
Strategy (MTFS), as shown at Appendix A and the Risk Assessments of
General Fund Balances, as shown at Appendix B to this report, be approved.

That a minimum level of General Fund reserves of £2,790,089, in line with
the 2018/19 risk assessment of balances, as shown at Appendix B to this
report, be approved.

That the contingency sum of £400,000 within which the Executive can
approve supplementary estimates, be approved for 2018/19, (unchanged
from 2017/18).
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3.2

3.3

That the 2018/19 proposed Fees and Charges increase of £134,160
(Appendix C to this report) be included in the draft budget.

That the 2018/19 proposed concessions (Appendix D to this report) be
approved.

That the 2018/19 proposed Financial Security Options of £342,399 (Appendix
E to this report) be included in the draft budget for consideration by the
Overview & Scrutiny Committee.

That the 2018/19 proposed Growth options of £430,371 (Appendix F to this
report) be included in the draft budget for consideration.

That the approval of the level of business rates (NNDR1) for 2018/19 be
delegated to the Assistant Director (Finance and Estates), following
consultation with the Resources Portfolio Holder (paragraph 4.6.5 of the
report refers).

That any 2018/19 business rate gains above the baseline assessment be
ring fenced for town centre regeneration (SG1), paragraph 4.6.5 of the report
refers.

That new capital receipts and unspent revenue balances (above the
£350,000 transferred to the capital reserve) be earmarked for the Council’s
and residents top priority, town centre regeneration.

That the decisions taken on recommendations 2.2 — 2.9 above be referred to
the Overview and Scrutiny Committee for consideration in accordance with
the Budget and Policy Framework rules in the Council’s Constitution.

BACKGROUND

This report presents the Council’s draft General Fund net expenditure for
2018/19 taking account of the Financial Security options, fee increases,
pressures and growth items. The General Fund Budget forms part of the
Council’'s Budget and Policy Framework. Under Article 4 of the Constitution,
the Budget includes: the allocation of financial resources to different services
and projects; proposed contingency funds; setting the council tax; the council
tax support scheme; decisions relating to the control of the Council’s
borrowing requirement; the control of its capital expenditure; and the setting
of virement limits.

The Council’s Financial Strategy (MTFS) was reported to Executive in
September 2017 and updated in the November Financial Security report.
Both reports highlighted the need for on-going savings to fund inflation and
service pressures compounded by the loss of a further £1Million of central
government funding up to 2019/20.

The funding reductions experienced by councils have been on-going for a
number of years and has resulted in an overall loss of grant funding for
Stevenage of some £5Million since 2010/11. The chart below shows the net
loss of government funding (net of business rate inflation increases).
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3.4 However in addition the General Fund has had to absorb inflationary
pressures which for the same period have been estimated to be a further
£4.8Million, which includes contractual and pay inflation.
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3.5 The need to find budget reductions has been further compounded by other
pressures such as apprenticeship levy and reductions in housing benefit
administration grant. The total grant cuts and inflation pressures of
£8.4Million (2010/11-2017/18) in addition to other pressures has been
addressed by budget reductions achieved (£8.68Million 2010/11-2017/18)
through the Council’s priority based budgeting process and since 2017/18 via
the Financial Security work stream under the Future Town Future Council
programme.
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3.6 The MTFS as approved by Members in September (2017) had a key principle:

3.7

3.8

‘achieve an on—going balanced budget by 2021/22 by ensuring inflationary pressures
are matched by increases in fees and income or reductions in expenditure’. The
Financial Security report to the November Executive recognised that based on
current projections, this was estimated to be achieved later by 2022/23 and the
Financial Security targets were re-profiled to reflect the need for a higher level of
options than previously envisaged. These are set out below.
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At the November 2017 meeting, the Executive approved a package of Financial
Security budget options, growth and pressures and fee increases to be included in
the 2018/19 Budget.

The Council signed up to the four year central government funding settlement deal
for the period 2016/17-2019/20, next year being year three of four. Members also
approved Stevenage being part of the Hertfordshire business rates pilot for 2018/19,
which would mean additional business rates of £600,000 ring fenced for regeneration
in addition to the previous settlement deal. Notification of the provisional 2018/19
Finance Settlement and New Homes Bonus (NHB) allocation were received on 19
December 2017 and detailed in section 4.5.



3.9 Members were advised in the September MTFS that the Government was minded to
allow District Authorities to increase their council tax by £5.00 on a band D which for
the Council would see an increase of 2.52%.

3.10 The Budget and Policy Framework Procedure Rules in the Constitution, prescribe the
Budget setting process, which includes a consultation period. The timescale required
to implement this process is outlined below:

Date Meeting ‘ Report
January 2018 = Executive Draft 2018/19 General Fund budget and Council Tax
(incorporating Financial Security Options)
Overview and Draft 2018/19 General Fund budget and Council Tax
Scrutiny
(incorporating Financial Security Options)
February Executive Final 2018/19 General Fund budget and Council Tax
2018 Overview and Final 2018/19 General Fund budget and Council Tax
Scrutiny
Council Final 2018/19 General Fund budget and Council Tax

4. REASONS FOR RECOMMENDED COURSE OF ACTION AND OTHER OPTIONS
4.1 Financial Security Options

4.1.1 At the November Executive, Members approved General Fund Financial Security
Options of £342,399, detailed in Appendix E. Members were also reminded that
there was a further option relating to a phased reduction in community centre grant
funding of £18,706 approved in previous years. A summary of the options is shown
in the following chart.

Financial Security Options 2018/19

stop/reduce,
£18,706

Commercialisation
£51,670

|Efficiency, £85,000|

Procurement,
£205,729

4.1.2 (In addition to the options recommended for approval in the 2018/19 budget
Appendix E), Members also have approved commercial property income target of
£200,000, (July Executive). Two sites have been identified which should meet the



required target. At the time of writing the report one of the sites had been acquired by
the Council.

4.1.3 Officers together with the Leaders Financial Security Group (LFSG) will be working
towards achieving the unidentified Financial Security target as summarised in
paragraph 3.6 which totals £1.5Million for the next four years, (2019/20-2022/23).
Members will be aware that this in addition to increases in fees and charges (see
also paragraph 3.6) and council tax. Options are required to fund inflationary
pressures while at the same time absorbing reductions in government grants.

4.2 Fees and Charges

4.2.12018/19 fees, charges and concessions have been reviewed as part of the work of
the Corporate Fees and Charges Group, with the results scrutinised and
recommended for approval by LFSG and included in Appendices C & D. The
recommended Fees and Charges for the General Fund total £134,160 which is
£162,434, lower than the September MTFS estimate.

4.2.2 2018/19 Fee income is lower than the MTFS target as a number of income streams
are currently projected not to reach budget. Officers are reviewing this to determine
whether additional action is required and will report back to the LFSG during 2018.

4.3 Growth options and Service Pressures

4.3.1 At the November Executive, Members approved General Fund Growth and Service
Pressures of £534,871 with implementation costs of £246,443 in 2017/18. This
included the financial cost of the Business Unit Reviews (BUR) and ICT Improvement
Plan which were reported separately and approved by Members at the November
Executive.

4.3.2 Since the November Executive a service pressure (ref G20) relating to the reduction
in transport subsidy (£99,000) has been revised to £34,500 a reduction of £64,500.
However there is also now a cost in 2017/18 of £41,000. The revised growth and
pressures are summarised in Appendix F.

4.3.3 A summary of the options is shown in the following chart.

Growth Options 2018/19

ICT Other,
Improvement £20,000
Plan, £63,650

Service | BUR,
pressures, £195,345
£61,146

FTFC growth
£130,230

4.3.4In order to implement new Financial Security options the Assistant Director (Finance
and Estates) has identified the need for a pump priming ‘Transformational Fund’.




However based on the growth already identified and the affordability of including this
type of resource in the General Fund, an amount of £100,000 has been included for
the period 2018/19 and 2019/20. There is currently one bid identified against the fund
for £35,000, (Growth bid G14), which Members approved at the November
Executive.

4.3.5There is a dichotomy whereby officers need to spend to meet the Council’s
significant ambitions while at the same time needing to shrink General Fund net
expenditure. This means the role of the Financial Security priority will increase in
importance to ensure that the future stability of the Council’s finances is maintained.

4.4 General Fund Net Expenditure

4.4.1 The 2017/18 projected and the 2018/19 draft General Fund net expenditure is
summarised in Appendix A. This includes the changes from the November MTFS
update. The 2018/19 budget has increased by £77,633 which is an increase of
0.86% and is shown in the table below.

Summary of 2018/19 budget movements

£ £
November MTFS (28/11/17 Executive) 9,048,457
impact of 2% pay award (MTFS 1.5% assumed) 139,835
Additional section 31 grant (21,621)
Investment interest receivable 43,540
Building Control 48,140
Building Control loan repayment assumed now in 2019/20 16,560
Utility Savings (9,960)
Inflation higher than MTFS 78,491
Additional CCTV Cameras - mainly multi storey car parks 7,410
Net increase in recharges between GF and HRA (184,430)
Reduction HB Administration Grant 35,270
Reduction in Service pressures- Transport Subsidy (64,500)
(Appendix F)
Other minor changes (11,102)
Total budget movements 77,633
Updated General Fund 2018/19 net budget 9,126,090

4.4.2 Salary inflation has increased by £139,835; this is because the proposed pay award
is a 2% increase compared to the 1.5% included in the November MTFS. Future
years have also been adjusted in the MTFS to reflect the two year 2% pay deal
proposed.

4.4.3 Section 31 grant is payable because the Government has increased business rates
from RPI (3.9%) to CPI (3%) in 2018/19 and the additional 0.9% increase of business
rates or £21,621 is payable by grant, instead of in the business rates baseline
assessment in core resources.

4.4 41Investment interest receivable is based on the projected balances for each Fund
(HRA and General Fund). Although average investment rates are estimated to be



0.7% in 2018/19, the General Fund average balances held for next year is less than
the original estimate.

4.4.5Building Control savings were assumed on the original business plan approved by
Members, however some of the assumptions in the business plan are likely to be
realised in later years. The total cost of the shared building control service to SBC is
still less than when the service was in-house.

4 4.6 Inflation costs have increased partly as the Shared Revenue and Benefits
Partnership costs have increased more than was budgeted for, this has partly
stemmed from higher pension costs not included in the 2017/18 budget.

4.4.7 Net recharges between the General Fund and HRA are higher than estimated and
as reported in the HRA draft and final 2018/19 budgets. Recharges are based on
time spent on each respective fund and use a mixture of estimates, allocation per
head and CRM system information.

4.4.8 The provisional Housing Benefit subsidy admin grant was published 20
December 2017 and is based on case load, however this does not recognise that
while the caseload has reduced, the interventions have increased as a result of real
time information from the DWP and HMRC.

4.4.9 Service pressures have reduced by £64,500 as reported verbally at the November
Executive. The reduction in the transport subsidy (Appendix F, ref G20), was
originally estimated to be a reduction of £99,000, however based on current
estimates this is now projected to be a loss of £34,500, a reduction in estimated loss
of £64,500.

4.4.10The 2017/18 General Fund working budget has increased by £84,070 which is an
increase of 0.81% and is shown in the table below.

Summary of 2017/18 budget movements

£ £
November MTFS (28/11/17 Executive) 10,486,950
Building Control 35,580
Audit Commission refund (6,340)
Waste Consultancy 16,000
Revenues and Benefits - pension and inflation increases 38,830
total changes 84,070
Updated General Fund 2017-18 net budget 10,571,020

4.5 New Homes Bonus

4.5.1 The Council receives New Homes Bonus (NHB) for every additional property in its
tax base (at 80% of the equivalent national average value Band D property above a
40% threshold) and receives the gain from 2018/19 for four years, (2017/18 five
years, 2016/17 and earlier, six years). It has been the Council’s policy to date not to
rely on temporary income streams to fund permanent services, which includes the
use of New Homes Bonus (NHB). To date, only £200,000 has been added to the
General Fund base budget from NHB (and £250,000 for capital). Although it
continues to be the view of the Assistant Director (Finance and Estates) that NHB
should support one-off projects, a number of projects have received funding for the



last few years. As part of the BUR’s priority services such as community wardens
and domestic abuse services may need to be met from the General Fund in the
future. Officers will be considering this as part of their business reviews.

4.5.2Members have previously approved to ring fence funding of £450,000 for the co-
operative neighbourhood FTFC work stream, which supports initiatives such as the
playground improvement programme. The chart below details the 2018/19 NHB
allocation of £1.096Million in the chart below.

NHB Allocation 2018/19

Unallocated, General Fund,
£196,456 \ £200,000

—

Co-operative Capital
Neighbourhoo Funding,
ds, £450,000 £250,000

4.5.3In addition to the £196,456 available for new schemes there is a further £67,645 that
has not been allocated or returned to the NHB reserve as a result of actual costs
being lower than budgeted. This means there is £264,410 that can be allocated to
new schemes.

4.5.4 The amount of NHB monies has reduced under the revised scheme introduced for
2017/18, the number of years the award is retained has reduced from six years to
four years and a threshold of a 40% increase in the number of homes has to be
reached before any award is given.

4.6 Finance Settlement

4.6.1 The finance settlement was published on the 19 December 2017. There is an
increase of £46,436 for 2018/19 as a result of the increase in RPI for Business
Rates.

4.6.2The 2017/18 four year settlement financials had assumed an increase of 3.22%
instead of 3.9% for 2018/19. This means that there is an increase of £16,506 in
business rates retained by SBC, plus an additional amount of £29,931 relating to
2015/16 changes. (Please note some of the gain is paid in S31 grant and is included
in the General Fund net expenditure see paragraph 4.4.3 above).



Original Finance Settlement (2017/18)

2018/19 2019/20
Revenue Support Grant £351,230 £0
Business Rates £2,479,606 £2,523,219
Total £2,830,836 £2,523,219

Original Finance Settlement (2018/19)

2018/19 2019/20
Revenue Support Grant £351,230 £0
Business Rates £2,526,042 £2,579,657
Total £2,877,272 £2,579,657
Variance £46,436 £56,437

4.6.3 The Government indicated the move from RPI to CPI for business rates from
2018/19, in the Autumn Budget (previously 2019/20 to coincide with localisation of
business rates). Councils will be compensated for the difference of 0.9% between
RPI and CPI via S31 grants and the difference is included in the table in paragraph
4.4.1 above.

4.6.4 Stevenage Borough Council will receive no Revenue Support Grant (RSG) from
2019/20 and will be solely reliant on business rates and council tax for core resource
funding.

4.6.5 The Council (via the Executive) must approve the level of estimated 2018/19
business rates it will receive by 31 January each year. However the timing of the
announcement of the Government settlement on the 19 December together with
information on the business rates pilots means that there is not enough time to
complete a report for the January Executive and therefore it is recommended that
this is delegated to the Assistant Director (Finance and Estates) following
consultation with the Portfolio Holder for Resources. The Assistant Director (Finance
and Estates) also recommends that the General Fund budget assumes the baseline
funding will be realised in 2018/19 and any gains are ring fenced for the regeneration
of the town centre and SG1.

4.6.6 The Government indicated in the Autumn Budget that there will be the next reset of
business rates baselines in 2020/21 and a move to 75% business rates retention for
2020/21 which will see RSG and Public Health grant replaced by business rates
income.

4.6.7 There will be a consultation in the spring of 2018 on negative RSG planned for
2019/20, for Stevenage this totals £27,145 and effectively will reduce the amount of
business rates retained, as RSG is zero from 2019/20.

4.7 Council Tax

4.7.1 Part of the budget setting process includes consideration of council tax levels. The
November Financial Security report (with updated MTFS) modelled a 2.52% council
tax increase for 2018/19 based on an increase of £5.00 on a band D property.



4.7.2In the Provisional settlement the Government is allowing a further increase of 1%
before a referendum on the level of council tax is required or £5.00 on a Band D,
whichever is higher. This is to increase council tax in line with inflation and effectively
allows for a 2.99% increase (CPI 3% in September 2017).

4.7.3 The table below shows the 2.52% and 2.99% increase per year for each council tax
property band.

‘ ’ Increase per year

Council Tax band 2017/18 2.52% 2.99%
A £132.35 £3.34 £3.96
B £154.40 £3.89 £4.62
C £176.46 £4.45 £5.28
D £198.52 £5.00 £5.94
E £242.64 £6.11 £7.25
F £286.75 £7.23 £8.57
G £330.87 £8.34 £9.89
H £397.04 £10.01 £11.87

4.7.4 The difference in resources from increasing Council tax by 1.99%, 2.52% and 2.99%
in 2018/19 is shown in the chart below.

Increase in council tax receipts per year compared
to a 1.99% increase
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4.7.5Increasing council tax by 2.99% compared to 1.99% nets the Council an additional
£53,717 per year or £285,000 over a five year period and £134,000 more than
increasing council tax by 2.52%. This would contribute to the Council’s financial
security target which is a significant £1.5Million over the next four years, (2019/20-
2022/23), which is required as a result of central government funding cuts.

4.7.6 Council tax is a key resource as locally raised taxation becomes more important to
the General Fund (as central funding reduces) in sustaining services for the future.
The table following shows that by 2019/20 the MTFS assumes that 63% of core
resources will be generated from council tax.



% of Net budget

Year: 2012113 | 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20

Council Tax 51.70% 45.90% 49.50% 47.10% 58.10% 55.81% 60.22% 62.59%
RSG 46.00% 33.30% 27.00% 17.90% 13.50% 7.08% 3.73% -0.30%
NDR 0.00% 20.90% 24.20% 40.20% 12.60% 32.67% 27.14% 28.69%
Balances 2.30% -0.10% -0.70% -5.20% 15.70% 4.43% 8.91% 9.01%
Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

4.7.7 As in previous years the council tax increase will not be confirmed until the February
Council meeting. Based on the increasing financial dependency the General Fund

budget has on council tax the Assistant Director (Finance and Estates) recommends
a 2.99% increase be approved for consideration by Overview and Scrutiny

Committee.
4.8 Projected General Fund Balances

4.8.1 The projected General Fund balances and council tax requirement are shown below.

2017/18 2017/18 2018/19
Estimate Projected Estimate
Net Expenditure £9,382,220 £10,571,020 £9,126,090
(Use of)/ Contribution to Balances (£432,095) (£1,620,895) (£838,986)
Budget Requirement £8,950,125 £8,950,125 £8,287,104
RSG (£689,969) (£689,969) (£351,230)
Business Rates (£2,569,654) (£2,569,654) (£2,233,621)
Total Government Support (£3,259,623) (£3,259,623) (£2,584,851)
Estimated NDR levy £226,243 £226,243 £0
(Return) /Contribution to Collection Fund (£478,057) (£478,057) (£30,293)
(NDR)
Collection Fund Surplus (council tax) (£139,102) (£139,102) (£139,616)
Council Tax Requirement £5,299,586 £5,299,586 £5,532,344
Council Tax Base 26,695 26,695 27,059
Council Tax Band D £198.52 £198.52 £204.46
Council Tax Band C £176.46 £176.46 £181.74

4.8.2 General Fund balances are projected to be £2.42Million by 2021/22 a reduction of

£4Million from 1 April 2017.

General Fund Balances £'000 2017/18 2018/19

2019/20 | 2020/21

2021/22

Opening balance 1 April (£6,427) (£4,806) (£3,967) (£3,148) (£2,580)
Use of/ (Contribution to) Balances £1,621 £839 £819 £568 £157
Closing balance 31 March (£4,806) (£3,967) (£3,148) (£2,580) (£2,423)

4.8.3 The projected balances for 2018/19 are higher than the minimum level of risk
assessed balances but are £124,000 lower than the November Financial Security
report update (by 2021/22 £433,000 lower) . This is partly due to the higher local
government pay award offer than estimated in the MTFS.



4.8.4 The Council will need to increase its future years reserves to ensure that it has
sufficient future resources to help facilitate the town centre regeneration, (2017
resident’ survey top priority), this is why the CFO recommends the ring fencing of any
business rate growth above the baseline assessment. In addition this risk has been
included in the risk assessment of balances in Appendix B and as summarised in
section 4.9 of this report.

4.9 Risk Assessment of General Fund balances

491 The General Fund balances have been risk assessed for 2018/19 and the minimum
level of balances required is £2,790,089.

4.9.2 The risk assessment of balances includes amounts for general overruns in
expenditure and losses of income (1.5% of the gross value) and in addition for
specific risks.

4.9.3 New risks that have been added to the risk assessment of balances include:

o Commercial property net income target of £200,000 not realised (risk balance
£20,000) -higher borrowing costs and unforeseen costs could impact on the
net income achieved.

o Building Control company profit forecasts not met in 2018/19 (risk balance
£21,485) - this relates to the risk that the company may not achieve cost
reductions in line with the business plan.

o Town Centre Regeneration not budgeted for (risk £125,000) - as the council
appoints the development partner there may be costs which the Council would
want to expend to further its regeneration aims.

o Borrowing costs will be higher than estimated (risk £7,692)- there is a risk that
inflation pressures could accelerate the increase in borrowing costs in 2018/19
and a 0.25% base point increase has been risk assessed.

J Business Unit reviews increase the salary bill/higher implementation costs
(risk £84,009) the report to the November Executive outlined the approach to
these reviews and was approved by the Executive. There is a risk that costs
could be higher than expected.

4.10 Contingency Sums

4.10.1 The Executive will recall that a Contingency Sum needs to be determined by
Council as part of the Budget and Policy Framework in order to avoid the need for
Council to consider all supplementary estimates during the course of the year. This
contingency sum constitutes an upper cumulative limit during the financial year within
which the Executive can approve supplementary estimates, rather than part of the
Council’'s Budget Requirement for the year. A sum of £400,000 is proposed for
2018/19, this remains unchanged from the current year.

4.11 Allocated Reserves

4.11.1The allocated reserves as at 31 March 2019 are estimated to be £1.191Million, a
total of £1.359Million is projected to be used for specific purposes compared to the



balances as at 1 April 2017. The allocated reserves are summarised in the following

table.

Allocated Reserve Balance | Anticipated @ Forecast Anticipated Forecast
as at1 transfer | balance transfer | balance
April to/from @ as at 31 to/from @ as at 31
2017 reserves March reserves March
2018 2019

Revenue Reserves:
New Homes Bonus (1,073) 823 (250) (14) (264)
Future Town Future Council (180) (78) (258) 191 (67)
Planning Delivery (170) 170 0 0 0
Regeneration Assets (749) 61 (688) 111 (577)
LAMS default (54) (54) 0 (54)
NDR (172) (0) (172) 0 (172)
Insurance Reserve 97) 34 (63) 7 (56)
Town Centre (54) 29 (25) 25 (0)
TOTAL REVENUE RESERVES (2,550) 1,038 (1,511) 320 (1,191)
Capital Reserves: 0 0 0 0 0
Capital Reserve * 0 =+500-500 0 =+500-500 0
TOTAL CAPITAL RESERVE 0 0 0 0 0
TOTAL ALLOCATED (2,550) 1,038 (1,511) 320 (1,191)

RESERVES

4.11.2The reserve balances shown above are prior to any 2018/19 New Homes Bonus
(NHB) schemes allocations are made, see also section 4.5 above. The main
reduction in reserves is the predicted use of NHB during 2017/18 and 2018/19 as
some scheme funding was for more than one year.

4.12 Consultation

4.12.1The Council has recently completed the bi-annual resident’s survey (2017) and
asked residents a number of questions relating to how the Council conducts its
financial affairs. Residents were asked whether the council tax represented value for
money and only 7% strongly disagreed as shown in the chart below.



Value for money

To what extent do you agree or disagree that the Council Tax paid to Stevenage Borough Council
provides good value for money?

Figure 50: Responses to whether residents agree or disagree that the Council Tax paid to Stevenage Borough Council provides
good value for money
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4.12.2 Residents were asked how best to make the savings required by ranking the
options provided from 1 to 5, with 1 being the most preferred option and 5 being the
least preferred option. The results are shown in the table below

Table 13: Resident"s preferences for means of making sawvings. Rank analysis.

T e T i

Reduce time and money spent on paperwork by interacting with more 1
residents and customers online

Spend less by reducing or cutting the services that you tell us are not a 3
priority

Increase income from fees and chargeable services, to keap the 3
council’s element of Council Tax as low as possible

Increase our element of Council Tax (for example from 48p per day to 4
S0p per day)

Make money by selling more of our services to residents and 5
CUsStOMmers

4.12.3 The top ranked option by residents was ‘reducing paperwork and interacting with
more residents on line’. The Council committed to investing £2.1Million (2017/18-
2019/20) in digital improvements that should help unlock future financial security
options. In addition the Council has sought to minimise the impact of reduced
government funding on Stevenage residents by continuing to reduce net
expenditure from some fee increases and efficiency options.

4.12.4 It is evitable, with the level of funding reductions that increases in council tax are
required to maintain the level of services the Council currently operates, however
the increase of 2.99% on a Band D property represents less than 2p per day for
2018/19.

4.12.5 During 2018/19 officers will be targeting procurement, efficiency and improving
processes (three of the five Financial Security work strands) to maintain the
financial stability and resilience of the General Fund.

4.12.6 The top residents’ priority was Town Centre Regeneration, followed by affordable
housing as shown in the following chart.



Regenerated Town Centre & leisure park I /%, 45%

A range of housing including affordable... T T 0°,

Reducing current levels of crime/ASB  mu— 15
Good standard affordable rented housing  — oo/, 16%

32%
33%

Clean streets, cycleways & pavements | 5o, 26%
16%

21%

A thriving business sector mmm 5,
Well-maintained parks & green spaces mmm 39,
9%
8%

Activities & support for children <10yrs 30/

Enforce parking restrictions in my area pmmm 39,
15%

14%
13%
10%

Activities/support for young people... mm 20,
Good household waste & recycling... mm 29,
Activities/support for older & elderly people mm 2o
Services to help people in need e.g.... [ ETA
Good shopping facilities in... @19, 7% Top 3 Priority M First Priority
6%
5%

Regenerated neighbourhood areas o,

Good sports/lesiure facilities 1o,

4.12.7 The growth of £470,371 for 2018/19 includes £102,090 relating to town centre
regeneration, with a further £35,000 earmarked to improve the range of housing in
Stevenage.

4.13 Chief Finance Officer’'s Commentary

4.13.1 The Chief Finance Officer is the Council’s principal financial advisor and has
statutory responsibilities in relation to the administration of the Council’s financial
affairs (Section 151 of the Local Government Act 1972 and Section 114 of the Local
Government Finance Act 1988). This commentary is given in light of these statutory
responsibilities.

4.13.2 The Council has evolved its budget strategy to meet the ongoing challenging
economic conditions whether because of funding cuts, welfare reforms or
inflationary increases. The financial strategy to deal with this is the ‘Financial
Security’ strand of ‘Future Town Future Council’.

4.13.3 Officers regularly update the MTFS to ensure that a clear financial position for the
Council can be demonstrated over the next five years. This medium term view of
the budget gives a mechanism by which future ‘budget gaps’ can be identified
allowing for a measured rather than reactive approach to reducing net expenditure.
The Financial Security year round approach to identifying budget options means
that work is on-going throughout the year to bridge the gap.

4.13.4 The Government funding figures published in December 2017 show that by
2019/20 all the RSG will be removed from the Council’s core funding.

4.13.5 The Council has taken significant steps over recent years to balance its budget and
one of the principle aims of the MTFS is ‘achieve an on—going balanced budget by
2021/22 by ensuring inflationary pressures are matched by increases in fees and
income or reductions in expenditure’. This has been revised to 2022/23 as a result



of further inflation and growth pressures but is projected to meet the revised target.
However there is a significant draw on balances through the MTFS period but still
equates to a £4Million draw on balances between 2017/18 and 2020/21. This
forecast is also reliant on identifying and delivering savings of £1.5Million currently
unidentified for the period 2019/20-2022/23.

4.13.6 The Council while trying to ensure financial stability, is also entering one of its most
ambitious phases for some considerable time. The Council is looking to redevelop
and regenerate the town centre and at the same time improve the housing market in
Stevenage. Both these priorities come with the risk of potentially needing to invest
more resources. To mitigate some of this risk business rate gains are
recommended to be ring fenced to meet any future regeneration needs and it is
recommended that new capital receipts and unspent revenue balances are
earmarked for the Council’s top priorities.

4.13.7 The last few years have seen considerable risk passed from central to local
government associated with the localisation of business rates, localisation of council
tax support, and the welfare reform programme. Accordingly, the risk assessment
of balances has been updated to reflect these risks as of the impacts are becoming
better understood.

4.13.8 Members approved growth at the November Executive (and included in the General
Fund and HRA budgets) for Business Unit Reviews which while increasing the
salary bill for the Council was recommended on the basis the right structure would
unlock future savings and help meet the Council’s Financial Security targets for
2019/20 onwards.

4.13.9 The updated MTFS (Appendix A) shows that in future years there is still a draw on
General Fund balances. This is the impact of on-going increases in inflationary
pressures compounded by projected government funding cuts. The next update of
the MTFS will review the following assumptions:

e Borrowing costs

¢ Transfers to/from allocated reserves
e Inflation assumptions

¢ Future years budget options targets

4.14 Leaders Financial Security Group

4.14.1 The LFSG chaired by the portfolio holder for Resources on behalf of the Leader and
with cross party representation has been meeting frequently since August 2016.
The group has;

e Reviewed the GF assumptions regarding the 2018/19 onwards saving target
e Reviewed the GF MTFS assumptions

¢ Reviewed the GF 2018/19 Financial Security package

e Reviewed the GF 2018/19 Fees and charges



4.14.2 The LFSG considered the options above and scored the Financial Security options,
growth and fees and charges for inclusion in the General Fund budget.

5. IMPLICATIONS
5.1 Financial Implications

5.1.1 The report deals with Council policy and finances and as such all implications are
contained in the main body of the report.

5.2 Legal Implications

5.2.1 The Council is required to set a balanced budget each year. The Local Government
Finance Act 1992 requires the Council to estimate revenue expenditure and income
for the forthcoming year from all sources, together with contributions from reserves,
in order to determine a net budget requirement to be met by government grant and
council tax.

5.3 Risk Implications

5.3.1 There are risk implications to setting a prudent General Fund budget if the Fees and
charges (Appendix C) and Financial Security options (Appendix E) are not achieved
and crucially if future options are not found to meet the targets outlined in section
4.1.3. The risk to financial security has also been increased as the Council’s
ambitions have meant significant growth bids and service pressures have been
identified above the MTFS assumptions. If this trend were to continue then the
General Fund balances would be substantially eroded and potentially beyond the
level that would be deemed a prudent level. The Council faces considerable risks
with future reductions to central government grant funding and the ever changing
landscape of Local Government Finance.

5.3.2Risk implications are dealt within the body of the report and specifically within
sections 4.9 and 4.13.

5.4 Equalities and Diversity Implications

5.4.1In carrying out or changing its functions (including those relating to the provision of
services and the employment of staff) the Council must comply with the Equality Act
2010 and in particular section 149 which is the Public Sector Equality Duty. The
Council has a statutory obligation to comply with the requirements of The Act,
demonstrating that as part of the decision-making process, due regard has been
given to the need to:

o Remove discrimination, harassment, victimisation and any other conduct that
is unlawful under this Act

o Promote equal opportunities between people who share a protected
characteristic and those who do not

o Encourage good relations between people who share a protected

characteristic and those who do not.



5.1.1 These duties are non-delegable and must be considered by Council when setting
the Budget in February 2018.

5.1.2 To inform the decisions about the Budget 2018/19 officers have begun Equality
Impact Assessments (EqlAs) for service-related savings proposals. These are
currently in draft form, since they must consider appropriate evidence and the
findings of consultation with various stakeholders to inform the decision by Council
in February 2018. Where there is a potentially negative impact, officers will collect
further information and identify actions to mitigate the impact as far as possible.
These EqlAs are summarised and attached in Appendix G with further information
on the process to date and planned activity. EqlAs for future years’ savings will be
presented alongside the draft Budget for the relevant year.

5.1.3 An overarching EqlA will also be developed once individual EqlAs are finalised for
Council in February 2018. This will consider the collective impact of the Budget on
people with protected characteristics.

5.1.4 As well as considering the impact on service delivery and equality, an EqIA
concerning all strands of potential discrimination will be required by the Head of
Paid Service on proposed redundancies and restructures per savings proposal and
as a whole. It is proposed that this will be produced alongside the required
restructure consultation documents as it is only at this stage that the actual impact
on staff will start to be known. As the proposals will be delivered over a range of
different timescales, the whole, i.e. combined EqlA, will be reviewed periodically
with the Council’s Strategic Management Board. All staff impacts are summarised at
Appendix H.
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