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Public Report: Yes
Review of Medium Term
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Financial Implications

This report sets out the draft General Fund, Housing Revenue
Account, Special Expenses and Capital Programme for
2022/23.

It also sets out planned changes to the fees and charges that
the Council sets for some services.

Signed off by the Section 151 Officer: Yes

Legal Implications

None.

Signed off by the Monitoring Officer: Yes

Staffing and Corporate
Implications

The report and its appendices set out plans to create new
posts and remove vacant posts from the establishment.

Signed off by the Head of Paid Service: Yes

Reason Agenda Item
Submitted to Scrutiny
Committee

For Corporate Scrutiny Committee to provide comments on
the 2022/23 budgets, and the proposals within them.

Recommendations

THAT THE COMMITTEE PROVIDE COMMENTS ON THE
BUDGET PROPOSALS CONTAINED WITHIN THE
REPORT AND THE DRAFT BUDGET BEFORE
CONSIDERATION BY CABINET ON 11 JANUARY 2022.

BACKGROUND

11

This report seeks Corporate Scrutiny Committee feedback on the proposed changes to

the budget for 2022/23, which will be shared with Cabinet on 11 January 2022 when
they consider the draft budget for wider consultation. This report presents:

The draft General Fund budget (Section 2)

The draft Housing Revenue Account budget (Section 3)
The Council’s draft five-year Capital Programme (Section 4)
The draft Special Expenses budget (Section 5).
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Members of the Corporate Scrutiny Committee were invited to submit ideas for
consideration into the budget at their meeting in November 2021. Section 6 sets out
the suggestions received and provides an initial response to those suggestions.

GENERAL FUND BUDGET 2022/23
Funding

The funding position for the general fund remains uncertain at the time of publication.
The Local Government Finance Settlement will provide further detail on key funding
sources for the General Fund. As this is not anticipated until late in December the draft
budgets have been based on the assumptions set out in the medium term financial
plan, which this Committee considered in November 2021, and adjusted for new
information that has been received through Government’s autumn budget. The key
funding changes are:

¢ Reduction in New Homes Bonus. Reduction in this grant from two years’
reward to one year has resulted in a reduction in funding from £2.452 million in
2021/22 to £0.891 million in 2022/23.

e Increase in the Lower Tier Service Grants. This grant was introduced last
year to effectively provide transitional support and ensure no authority received
a reduction in Spending Power. Although it is not certain that this grant will be
retained in 2022/23, our forecast has assumed that the Government will again
choose stability and provide for no reduction in Spending Power. This would
result in a grant of £1.577 million. There is a high degree of uncertainty with this
estimate and this will only be confirmed when the provisional settlement is
released.

e Increase in Business rates. Growth in the district is expected to result in a
significant increase in business rate income, from £5.9 million currently forecast
for this year to £8.6 million for 2022/23. As a result of this growth, the use of the
business rates reserve is reduced to £0, with a forecast £3.0 million remaining
set aside within the reserve to offset future business rate volatility.

e New Government grant of £65,000. This is an estimate of how much the
Council may receive from the Governments £1.6 billion per annum grant
announced in the Autumn budget. The breakdown of this funding has yet to be
confirmed and may be subject to change.

e Council Tax income is assumed to increase by £112,000. This is caused by
growth in the district and is currently an indicative figure until the council tax
base has been recalculated.

The value of the district’'s share of council tax remains frozen. Had the council
tax been increased by the maximum amount, which is assumed to be £5 on a
band D property, then the Council would receive an additional £176,000 in
council tax.

The net impact is an increase in anticipated funding of £0.7 million. This may change
once the local government finance settlement is confirmed, which is expected to occur
in late December 2021. A briefing will be provided to all Members once the settlement
is confirmed.
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Budget Proposals

Appendix la sets out the most significant planned changes to the general fund
budgets for 2022/23. The proposals include:

e Cost pressures totalling £1.1 million. The most significant cost pressure
relates to our current staffing costs, which are due to increase by £861,000, due
to a combination of increases in national insurance and pension contributions,
assumed 2% pay award in 2022/23, additional anticipated staff cost increases in
the 2021/22 year and the need for market supplements on some posts.

e Changes to income, which see income increase by £397,000. The most
significant changes include higher income from the sale of recycling materials
and the introduction of fees for additional garden waste bin collections.

e Budget savings totalling £330,000. This is where the council has identified
areas where budgets can be decreased.

e Service Developments totalling £162,000. Service developments are where
there are planned improvements to a service which bring additional costs.
Considering the funding position, these developments have been sought to
keep to a minimum.

Fees and charges

The council provides a large number of services to local residents that incur a fee.
Appendix 1b sets out key changes to fees and charges for 2022/23 and whether those
fees are expected to generate a surplus or are subsidised by the general fund.

As noted above, there is a new fee for 2022/23, which will see properties with more
than one garden waste bin charged £45 for each additional bin they have. This is
estimated to increase the net income by £210,700 during the year. Income estimates
are based on assessment of the number of people who have a garden waste bin who
will elect to have a second bin with the extra charge.

General Fund Budget Summary

Appendix 1c shows the draft summary general fund budget position for 2021/22 and
2022/23. Table 1 below highlights that the net revenue expenditure has increased by
£1.2 million whilst the anticipated funding has increased by £0.7 million. This means
the funding received is just covering net revenue expenditure currently. However,
anticipated savings made through the Journey to Self Sufficiency Programme over the
coming year, totalling £895,000 will see a contribution to reserves of £968,000 by the
end of the year if they are achieved.



Table 1: Changes to the General Fund budget from the previous year

2.4.2

2.4.3

2.5

251

25.2

2.5.3

2021/22 2022/23 Movement

£000 £000 £000
Total Funding (16,039) (16,766) (727)
Net Revenue 15,506 16,693 1,187
Expenditure
Funding (533) (73) 460
(surplus)/deficit
Targeted J2SS (570) (895) (325)
savings
Contributions 1,103 968 (135)
to/(from) reserves

The budget position shows a surplus position of about £1 million in 2022/23 assuming
that J2SS savings are made and provided that assumptions in respect of funding
prevail. This surplus should be viewed in the context of the medium term which
although remaining uncertain in terms of detail is likely to see significant reductions in
funding income as and when business rates growth retention is reset. It is for this
reason that decisions made in this year's budget process will impact upon the
authority’s ability to achieve medium term financial sustainability.

Further work is ongoing with CLT and budget holders to challenge the base budget
and find additional savings and income prior to the final budget setting in February
2022.

General Fund Reserves

The General Fund has both the journey to self-sufficiency reserve and business rates
reserve to help manage deficits and funding volatility. The combined value of these
reserves is forecast to be £9.4 million on 31 March 2022 and will rise to £10.4 million
by 31 March 2023 based on the current budget.

As noted in the previous report on the medium-term financial plan, these reserves are
anticipated to be used within the medium term when funding falls, predominantly as a
result of an anticipated reset in business rates baseline. The revised figures, shown
within appendix 1c, indicate that the general fund reserves will be fully used during
2024/25 based on our current plans.

A review of the medium-term financial plans will be undertaken prior to the budget
Council in February, focusing on:

e Updates from the Local Government Finance Settlement. Our medium term
financial position is very sensitive to the Settlement. The latest advice from our
specialist advisors suggests a more favourable settlement is anticipated than
previously reported. The key areas of interest for North West Leicestershire are:
the nature and timing of the business rates reset, with any delay bringing
significant benefit to the Council; the future of the New Homes Bonus, as
Government is expected to respond to a recent consultation on the future of the
New Homes Bonus; and detail on the transitional relief that Government has
historically provided to local authorities that are negatively impacted by the
changes, in order to ensure a degree of financial stability.

e The updated budget position, including any further savings identified as part of
the continued budget review set out in paragraph 2.4.3.
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e Enhanced modelling of future business rates. The current forecasts are
based on a 1.5% growth rate per annum. Enhancing modelling will look to better
using planning and economic development intelligence to more accurately
forecast growth, particularly with respect to new large business developments
within the area.

HOUSING REVENUE ACCOUNT BUDGET 2022/23
Funding

As a self-financing account, the Housing Revenue Account’s main source of income is
the rents tenants pay for their home. The proposed increase in rents for 2022/23 is
4.1%, which is the maximum increase allowed under the current social rent policy, set
by Government. It will increase rental income by £437,000 next year, to give a total
rental income of £17.9 million.

The council will maintain its policy of capping rents at the level of the relevant Local
Housing Allowance. This means all our properties will be covered by relevant benefit
payments if the tenant is eligible for them. Officers estimate that around 59% of our
current tenants receive either housing benefit or universal credits to support their rent
payments.

The average weekly rent will increase from £84.45 to £87.91, an increase of £3.46 per
week. Currently 34% of our socially rented properties are below the maximum charge
for that property (known as the formula rent), resulting in £175,000 in lost income for
2022/23. Government’s current social rent policy does not allow for supplementary
increases to rents to catch-up with formula rent, meaning rents below the formula rent
level can only be returned to formula rent when a property is relet.

Rents are now 4.2% higher than they were in 2015/16 in nominal terms, which was the
year before the four years of 1% rent reductions. Had rents kept pace with inflation
since 2015/16 they would be 7.6% higher than they currently are, and the Housing
Revenue Account would benefit from an additional £1.4 million in rental income in
2022/23.

Budget Proposals

Appendix 2a summarises the proposed changes to the HRA budgets that exceed
£15,000. This includes:
e Changes in income totalling £511,600. This is largely due to the increased
rental income described in paragraph 3.1.1.

e Cost Pressures of £862,500. This largely relates to the increase in costs from
the in-house repairs team, which is run as an internal trading account. This
account is seeing its income fall as a result of a smaller home improvement
programme, but it also seeing costs increase due to covid-safe working
practices and increasing material prices. The in-house repairs team budgets will
be subject to further review prior to the approval of the budget by Council. There
are also increasing staffing costs, mirroring the cost pressure on the general
fund (see paragraph 2.2.1).

e Service developments of £321,000. The majority of this development is to
reintroduce the cyclical painting programme, which looks to ensure external
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areas of properties are painted where required, as part of a preventative
maintenance programme. There are also three new positions proposed to
support service delivery.

e Budget savings of £317,500. This is mainly due to the reduced interest
charges following the repaying of £13 million of loans, scheduled for March
2022.

Fees and charges

As with the general fund, the HRA has a number of fees and charges. Some properties
have service charges, on top of the rent, to pay for specific services relevant to their
properties. These are listed in appendix 2b, and the key changes to note are:

e Increase in utility costs of 20%. This is based on well documented rising
energy costs.

e Grounds maintenance costs increase of 3%. This charge was reduced by
14.7% in 2021/22 as the pandemic reduced the frequency of the services
tenants received in 2020. These services have still not recovered to their
previous level, so the service charge has not been increased back to its
previous levels, with the estimated income from grounds maintenance costs
increasing by £2,800 to £97,000. Had this disruption not occurred, the current
income would be around £20,000 higher.

In addition to this, there are a number of fees and charges for additional services we
provide. These are subject to inflationary uplifts, except for the central heating charges
which are increasing by 20% as per the service charges. A full list of the fees and
charges are provided in appendix 2c.

Housing Revenue Account Summary

Appendix 2d sets out the summary HRA budget for 2022/23. As shown in table 2, the
increase in income from additional rents is offset by additional expenditure. This is
balanced by a planned increase to the journey to self-sufficiency savings targets and
lower revenue contributions to capital outlay, which balances the budget with a
£41,000 surplus.

Table 2: Changes to the Housing Revenue Account budget from the previous year

2021/22 2022/23 Movement

£000 £000 £000
Income (18,059) (18,520) (461)
Operating 14,599 15,254 655
Expenditure
Operating (3,460) (3,266) 194
(surplus)/deficit
Targeted J2SS (225) (325) (200)
savings
Revenue 3,650 3,550 (100)
contributions to
capital outlay
Net (surplus)/deficit (35) (41) (6)
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The table above shows that significant revenue contributions to the capital programme
remain in place. This is required to fund the Housing Capital Programme, and more
detail is provided in section 4.2 and 4.3.

Housing Revenue Account Reserves

The Housing Revenue Account is forecast to have working balances of £6.0 million at
the end of the 2021/22 financial year. In order to fund the HRA Capital Programme,
£5.0 million of that working balance will be transferred to fund capital works, with £3.4
million transferred in 2022/23 and the remaining £1.6 million in 2023/24. This approach
delays the anticipated borrowing requirement that is set out in paragraph 4.3.2 and
minimises the costs to the HRA. A minimum working balance of £1.0 million will be
retained to ensure the HRA has reserves for unexpected events.

CAPITAL PROGRAMMES 2022/23 TO 2026/27
General Fund Capital Programme

The proposed General Fund capital programme is outlined in appendix 3a. The five-
year programme totals £17.0 million, which is a reduction of £1.9 million from the
previous 5-year programme, which is largely a result of the earlier expected
completion of the new leisure centre. Key changes include:

e Introduction of a new £3 million regeneration programme for Coalville. This
multiyear investment will be used for regeneration projects for Coalville. These
projects will be subject to the approval of full business cases for the individual
projects. This new programme brings the total planned investment in Coalville up
to £9.8 million over the next five years.

e Updates to the investment in our IT and systems. This updated programme of
works brings anticipated capital spend on ICT and systems to £0.7 million over
five years.

¢ New projects to provide new vehicle weighbridges at our depot, as well as a
project to replace CCTV across Ashby and Coalville. These projects add
£99,000 in the capital programme and will introduce latest technology to improve
service performance.

HRA Capital Programme

The proposed HRA capital programme is outlined in appendix 3b. Over the five-year
period, the total programme comes to £66.8 million, an increase of £5.5 million over
the previous five-year programme.

Key changes include:

e Allocating £20.5 million over five years to work towards a zero-carbon
programme. Following the completion of a pilot programme of works to reduce
carbon emissions on 56 of our properties in the current financial year, this five-
year programme is expected to fund works to reduce the carbon emissions from
over 2,000 council homes.

e Reducing the size of the new build and supply programme by £13.6
million. This helps to release funding for the zero-carbon programme. The
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remaining £13.0 million programme, when combined with carrying forward any
underspends from the current years budget, is estimated to deliver 99 new
affordable rented homes over the five-year period.

The new build and supply programme includes provision to begin a regeneration
project, which will see 30 existing dwellings demolished and replaced with new
dwellings that better serve the needs of tenants with lower carbon emissions.
This will be subject to consultation with the affected tenants.

¢ Reduction in the estate improvement programme by £932,000 over the five
years. This reduction predominantly comes from the other estates project line,
which is used for projects such as largescale fencing replacements, and
footpaths and unadopted roads budgets. A programme of £2.2 million remains
to complete estate improvement works over five years, and the off-street
parking element of the programme has increased by £119,000 in 2022/23.

e Supporting Housing Improvements works have been brought forward to
2022/23. This has the effect of increasing the budget for 2022/23 by £630,000,
although the five-year programme has reduced by £420,000.

o Additional spend of £43,000 is planned Fire Risk Assessment Remedial
Works in 2022/23.

Funding the Capital Programmes

Each capital programme is funded from a variety of sources, including revenue, grants
and borrowing. Table 3 below summarises the funding sources for each year of the
general fund and housing revenue account capital programme.

The housing revenue account capital programme shows a need to borrow £8.6 million
over five years from 2023/24. This is due to the introduction of the £20.5 million zero
carbon capital programme, which cannot be fully funded through current reserves or
revenue contributions currently. The scale of the borrowing has been minimised and
will be delayed for as long as possible, to minimise borrowing costs.

Table 3 does not include potential external funding for the Zero Carbon work in the
HRA capital programme. If additional funding is received, for instance from the
Government’s Social Housing Decarbonisation Fund (SHDF), the borrowing need will
reduce.



Table 3: Sources of funding for the capital programmes

2021/22

Forecast

Carry 2022/23 2023/24 2024/25 2025/26 2026/27

Forward Budget Indicative Indicative Indicative Indicative

£'000 £'000 £'000 £'000 £'000 £'000
General Fund Capital Programme
Capital Receipts 30 0 0 0 0 0
Government Grants 0 670 670 670 670 670
Reserves 1,649 36 2 0 0 0
Section 106 contributions 0 0 0 0 0 0
Revenue contributions 5 22 0 0 0 0
Leasing/Unsupported
Borrowing 2,766 9,966 2,341 619 592 49
General Fund Total 4,450 10,694 3,013 1,289 1,262 719
Housing Revenue Account Capital Programme
Capital Receipts 1,303 2,471 2,670 2,257 2,184 2,241
Government Grants 0 208 207 207 180 117
Reserves 1,208 8,481 5,186 3,195 3,258 3,339
Section 106 contributions 268 219 601 12 0 0
Revenue contributions 600 3,550 4,250 4,364 4,390 4,590
External Borrowing 0 0 2,500 2,100 2,100 1,900
Housing Revenue Account
Total 3,379 14,929 15,414 12,135 12,112 12,187
Total Capital Programme
Funding 7,829 25,623 18,428 13,424 13,374 12,906

5. SPECIAL EXPENSES 2022/23

5.1

The Council operates a number of special expense accounts where it provides

additional services specific to some areas. Appendix 4 sets out the five-year budgets
for these accounts as they currently stand and show an aggregated net cost of service
for special expense areas of £768,000, which will be funded from the precepts,
reserves and the Localisation of Council Tax Support Grant.

5.2

Early work has focused on where the special expense precept may need to change in

light of cost pressure and the overall funding position of the relevant reserve. Table 4
sets out current Special Expenses council tax increases for a band D property. These
are early indicative figures that are subject to change once the council tax base has

been reviewed.




Table 4. Changes to Special Expenses Council Tax for a band D property

21/22 Increase 22/23
Coalville £67.72 £6.09 £73.81
Whitwick £8.87 £0.64 £9.51
Hugglescote £18.45 -£2.77 £15.68
Coleorton £9.22 £1.52 £10.74
Lockington & Hemington £11.92 £1.80 £13.72
Measham £1.73 £0.15 £1.88
Oakthorpe & Donisthorpe £5.13 £0.63 £5.76
Ravenstone with Snibston £1.03 £0.28 £1.31
Stretton-en-le-Field £67.49 £5.61 £73.10
Appleby Magna £6.05 £1.06 £7.11

6. RESPONDING TO CORPORATE SCRUTINY COMMITTEE SUGGESTIONS

6.1  When this Committee reviewed the revised medium term financial plans in November
2021, members were invited to provide suggestions for the 2022/23 budgets. Two
comments were made by a member:
¢ Climate change should be considered in the development of the budget.

e The Ashby Tourist Information Centre should remain open.

6.2 Climate change has been considered in the development of this budget. The capital
programme includes £20.5 million of funding for a five-year programme of works to our
council houses — which is our greatest source of carbon emissions. The budgets also
embed recent changes as part of the new fleet strategy, which will see the council
adopt electric vehicles where possible and use Hydrotreated Vegetable Oil where it is
not.

6.3  This report does not include budget proposals relating to the closure of the Ashby

Tourist Information Centre.



Policies and other considerations, as appropriate

Council Priorities: The budget provides funding for the Council to
deliver against all its priorities.

Policy Considerations: None

Safeguarding: None

Equalities/Diversity: The equality impact assessment will be completed
for the draft budget to be presented to Cabinet.

Customer Impact: Customers are likely to be impacted by the

changes to fees and charges and special expenses
precepts set out in this report.

Economic and Social Impact: The General Fund capital programme allocates
£9.8 million to investing in Coalville Regeneration
Projects over five years.

Environment and Climate Change: The budget sees substantial new investment in
reducing our carbon emissions from our council
homes, totalling £20.5 million over five years.

Consultation/Community Public consultation will begin in January 2022.
Engagement:
Risks: The budgets will be monitored throughout the year

to ensure the Council remains within its funding
envelope and planned budget savings are
delivered.

Officer Contact Dan Bates
Head of Finance and Section 151 Officer
Dan.bates@nwleicestershire.gov.uk
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