BABERGH DISTRICT COUNCIL

From: Management Board

Report Number: P107

To:

Council Date of meeting: 24 February 2015

JOINT MEDIUM TERM FINANCIAL STRATEGY AND BABERGH 2015/16 BUDGET

1.

11

1.2

1.3

1.4

Purpose of Report

To consider the Council’s Joint Medium Term Financial Strategy (MTFS) and
2015/16 Budget, covering the General Fund, Council Housing and Capital
Investment.

These reflect the challenges and opportunities facing the Council in the short and
medium/long term, the new business model that is being put in place to address
these and an investment strategy to deliver the Council’s strategic priority outcomes
— as set out in the Joint Strategic Plan that was published in 2014.

This report sets out, therefore, how the Council intends to use its available
resources and funding to not only achieve the agreed strategic priority outcomes
but also realign resources to them and undertake a programme of transformational
activities and projects over the medium term.

To enable Members to determine key aspects of the 2015/16 Budgets, including
Council Tax and Council House rent levels.

2.1

2.2

2.3

Recommendations from Strategy Committee to Council

That the Joint Medium Term Financial Strategy (MTFS) and Budget proposals set
out in the report be approved.

That the final General Fund Budget for 2015/16 be based on:-

(@ A continuation of the funding strategy agreed for 2014/15 in order to deliver
the Council’s Transformation Programme and Strategic Priority outcomes;

(b) Linked to the above, using an estimated £1.8m from New Homes Bonus
and Business Rates (section 31 Grant) received in 2015/16 to support the
Budget, including Programme Development resources;

(c) No increase in Council Tax.

That Members agree the Housing Revenue Account (HRA) Investment Strategy
2015/16 to 2019/20 and HRA Budget for 2015/16 be based on;

(@) An increase of 2.7% increase in Council House and garage rents,
equivalent to an average Council House rent increase of £2.41 a week

(b)  Sheltered communal service charges being increased by 5%.

(©) Sheltered heating and utility charges being decreased by 8%.
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2.4

2.5

2.6

2.7

That the revised HRA Business Plan in Appendix B be noted.

That Members agree the Capital Programme in Appendix E - General Fund for
2015/16 only and HRA for 2015/16 to 2018/19, including the addition of £25m for
potential investment opportunities. This can then be allocated to investment
proposals that meet the desired investment strategy returns and strategic priority
outcomes.

That use of the £25m referred to in 2.5 be subject to business cases that will be
presented to Strategy Committee for a decision.

That the following additional recommendations related to the Budget are approved;

a) The 2015/16 Precept dates shown in Appendix D.

b) The statement from the Chief Financial Officer under section 25 of the Local
Government Act 2003 covering the robustness of estimates and adequacy
of reserves set out in Appendix F and the minimum safe contingency level

of unearmarked reserves is £1.15m.

C) The 2015/16 Budget and Council Tax resolutions as set out in Appendix G.

3.1

4.1

Financial Implications
Detailed in the report.
Risk Management

This report is most closely linked with the following Significant Business Risks:-

Risk Description Likelihood | Impact Mitigation Measures
Financial milestones are | Depends Potentially | Clear priority outcomes
not achieved leading to on Bad and robust business cases
savings not being decisions for investment. New
realised e.g. proposed and actions business model, target
investment programme taken rate of return for
not producing the income investment and new
streams and return on funding models
investment required
Failure to plan and Unlikely Bad As above plus
identify options to meet Transformation
the medium term budget Programme, a new MTFS,
gap of both councils to an Investment Strategy
minimise or avoid and the use of Priority
reductions in service Based Resourcing
provision. approach to resource
alignment and allocation
Ongoing impacts of the Unlikely Bad Ensure adequate bad debt
Welfare and Funding provision and that the
Reforms could lead to Financial Inclusion Project
unpreparedness for seeks to mitigate the
further changes. impact of the changes on
residents, the Council’s
income streams and
budgets.




4.2

5.1

5.2

5.3

5.4

Risk Description Likelihood | Impact Mitigation Measures
Failure to implement cost | Very low Noticeable | Assessment made for
sharing protocol results in 2015/16 Budget, which will
inaccurate or unfair be reviewed further to
allocation of shared costs ensure it is robust and
and income. accurate. Amend if
circumstances change.
Council Housing self- Unlikely Noticeable | Inflation and interest rate
financing results in a assumptions have been
greater risk to investment modelled in the HRA
and service delivery plans business plan. Capital
from inflation and other receipts and capital
variables. programme funding
reviewed.
Failure to spend retained | Unlikely Bad Provision has been made
RTB receipts within 4 in the updated HRA
year period, will lead to Investment Strategy to
requirement to repay to enable match funding and
Government with an spend of RTB receipts.
additional 4% interest.
The Government re- Probable Bad A financial plan which
opens the HRA Self includes strategy for
Financing Debt spending of surplus
Settlement and the revenue and headroom
Council loses spending which invests in priority
headroom or surplus outcomes. Continued
revenue in the HRA lobbying by the Council,
the LGA and other
organisations.

A risk assessment by the Section 151 Officer on the General Fund Budget
proposals and the adequacy of General Fund reserves, as required by statute is
attached at Appendix F.

Consultations

The Budget proposals are based on the Council’s strategic priorities, which were
based on a comprehensive community engagement exercise in 2012.

Continuing consultation with all key stakeholders and engagement with
communities will continue as Delivery Plans, individual projects and the MTFS are
developed and implemented.

Consultation on the HRA proposals took place with the Tenants Forum on the 28
November 2014. Comments are below:

“It is appreciated that rent and charges increases are needed at a level which
sustain forecast income levels to Housing Revenue Account Business Plans to
support future investment in provision of additional homes, maintenance of homes
and HRA assets and replace homes lost through Right to Buy sales ”

A meeting of the Joint Housing Board (JHB) took place on the 15 December 2014
and 19 January 2015. The JHB recommend rent increase levels and general
budget proposals to Strategy Committee.




7.2

7.3

7.4

8.1

8.2

8.3

8.4

Equality Analysis

No significant service changes are proposed as a result of the budget for 2015/16,
S0 an equality analysis is not required.

Shared Service / Partnership Implications
The integration of Senior Management and Operational Delivery Teams has been
completed.

The Joint Strategic Plan and MTFS determine and shape the Council’s future plans
and service provision, with regard to each Council’s financial position.

The Budgets for 2015/16 reflect the estimated sharing of costs and savings
between the two councils. However, there are and will be ongoing differences in the
detailed financial position of each Council’s General Fund and HRA. There will be
instances, therefore, when staff resources and money is focused on a specific
priority in one council.

Actual staffing and other costs will have to be reflected in the accounts year on year
and funding adjusted accordingly to ensure that each Council’'s finances are
accounted for separately and that costs and benefits from integration and shared
services continue to be allocated appropriately to each council.

STRATEGIC CONTEXT

Over the past 3 years, Babergh and Mid Suffolk District Councils have recognised
the financial challenges facing them and the opportunities that exist. They have
taken a number of key strategic decisions to enable them to secure financial
sustainability in the medium and longer term including:-

. Integration, Shared Services and Collaboration on economic growth, new
homes and jobs;

o Approval of a Joint Strategic Plan and strategic priorities that inform the
establishment of a Plan and range of projects that will deliver the agreed
strategic priority outcomes.

Over this period, the government policy frameworks have been reducing core
funding for local government as part of its deficit reduction strategy and increasingly
incentivising funding to councils to deliver local economic and housing growth and
to facilitate the development of strong, safe, healthy and self-sufficient
communities.

The Council recognised the changing funding landscape, the challenges and
opportunities this creates in last year’s Budget report. This is reflected in the Joint
MTFS (attached at Appendix G) with the different financial positions of each council
and forecasts for future years set out.

We have also recognised that a proportion of available management, workforce
and other resources need to be targeted to develop and deliver the delivery plans
and transformation programme and that additional investment funding needs to be
available for this and later years.



8.5

8.6

9.1

9.2

9.3

9.4

The 2014/15 Budget involved the creation of a Transformation Fund. This is being
used in 2014/15 and any unused sum carried forward into 2015/16 to support
delivery plans, projects and transformation. Due to the overall Budget position for
2015/16, only a small addition to the fund is possible next year.

Each Council is being asked to agree the key aspects of the Budget for 2015/16
and endorse the Joint MTFS, including the budget strategy, new business model
and other associated matters in order to improve its ability to achieve a sustainable
financial basis in the medium term. Without this strategy, which focuses on invest
to save, grow and achieve outcomes, there is a very significant risk that each
council will be unsustainable financially in the medium to longer term.

FINANCIAL POSITION
General Fund

Funding arrangements for councils have changed significantly with indications that
the Revenue Support Grant (currently £2.3m) will be withdrawn over the next 4-
5 years and Councils becoming reliant on Business Rates income and ‘incentivised’
funding such as the New Homes Bonus. Business Rates and new homes growth
will, therefore, be the main sources of income (plus other income generated locally)
if we are to achieve a sustainable Budget in the years ahead.

Total estimated core funding (Revenue Support Grant + Baseline Business Rates)
is reducing by a further 15.7% in 2015/16. This includes, in relation to the Revenue
Support Grant element, a further cut of £617k or 27%. Further details of the
Government’s financial settlement are set out below:-

. Continuation of council tax freeze arrangements with grant equivalent to a
1% increase in council tax available and a 2% referendum threshold;

o Cap of 2% on business rates multiplier. Retail relief and doubling of small
business rate relief to continue — all funded by additional Section 31 grant;

o Business rates funding now exceeds RSG. National New Homes Bonus top-
slice of £950m from RSG;

o The rural (SPARSE) services delivery grant, introduced last year, is to be
continued into 2015/16 and increased from £27k to £43k.

Looking ahead to 2016/17 and beyond, the Government’s indication is that
Revenue Support Grant will reduce year on year and disappear by 2019 or 2020.
The rate at which it will be withdrawn is uncertain and the projections in the Joint
MTFES will have to be revised accordingly once more information becomes available
e.g. following the planned Government spending review in 2015.

It must be emphasised that the total estimated core funding for next year and future
years is not a fixed guaranteed amount as it is now dependent on variations in
business rates income. This is carefully monitored in conjunction with the Business
Rates Pool and the volatility and risks, for example, rate relief for schools
converting to academies and the level of appeals, will affect the amount of income
received.



9.5

9.6

9.7

9.8

9.9

9.10

10.

10.1

Current forecasts are that Babergh will either need to make cost savings, generate
additional income and/or produce a return on investments of around £4.3m over the
next 4 years within the General Fund Budgets (discounting New Homes Bonus
funding, which is temporary). The approaches and steps set out in the Joint
Strategic Plan and Joint MTFS will look to address this funding gap and achieve
medium term financial sustainability, which will involve challenges and tough
decisions.

Council Housing - Housing Revenue Account (HRA)

There are also challenges and opportunities for the HRA, to make use of its
resources wisely to ensure that:-

o Additional affordable homes are provided to meet demand and to re-provide
homes lost through increased Right to Buy sales;

o Existing homes are maintained to the Decent Homes Standard,

o Support is provided for tenants to manage their finances, including the
impact of Welfare Reforms.

On 1 April 2012 the HRA left the housing subsidy system and entered into Self-
Financing. Babergh'’s determination settlement payment was calculated at £83.6m.
This was based on projected levels of income, expenditure and existing stock
values and took HRA long term borrowing levels to £89.6m. A borrowing cap in the
form of a Capital Financing Requirement (CFR) was set at £97.8m. The CFR must
not be exceeded.

HRA CFR levels are predicted to be £87.3m at 31 March 2015 providing borrowing
headroom of £10.5m. The recent approval under Round 2 of the Housing Revenue
Account Borrowing Programme will provide a further £3.6m capacity. New
build/acquisitions funding within the Capital Programme 2015 — 2020 totals £16.2m
and HRA reserve balances 2015 — 2019 are forecast at £4.0m. This will provide a
total HRA Investment Fund contribution of £37.9m to deliver Members’ strategic
housing priorities and outcomes (or, in relation to the HRA reserve balances, to set
aside provision for future maturity debt repayment).

Aligned Strategic Priorities have been agreed by Elected Members. A Delivery
Programme of key projects, to support delivery of the Aligned Priorities has also
been agreed.

For example: Project 8 — Deliver New HRA Homes is where work supporting
delivery of the Homes and Communities Agency (HCA) 27 new affordable homes,
which will become new HRA assets sits. These new homes will deliver New Homes
Bonus for the Council, additional rent and council tax, additional jobs and local
businesses will benefit. All these factors will bring growth to our local economy.

Overall Financial and Budget Strategy (short and medium term)

This is set out in more detail in the Joint MTFS, which incorporates details, for
example, of the following:-

o A new business model that focuses on reducing reliance on core
government funding by investing to generate additional income and future
growth;



10.2

10.3

11.

111

o An ‘Invest to Save’ and ‘Profit for Purpose’ approach to investing
temporary/one-off funding;

o Establishing and embedding a Priority Based Resources (PBR) approach to
allocating and aligning resources to strategic priority outcomes and essential
services. This is in progress and it is anticipated that the resulting decisions
required by Members will be considered in the first 3-6 months of 2015.

In relation to Council Housing, the HRA Business Plan presents a very positive
financial picture over the longer term (a thirty year period as required under the self-
financing regime) but there are short to medium term challenges. These challenges
can be met by following a policy of investment in existing or new homes, which is
sustained by rental income and convergence with Housing Association rent levels
and similar Council homes at equitable rent levels.

It is recognised that, in order to deliver the outcomes that we want to achieve and
rise to the financial challenge of continued reductions in revenue support grant over
the next 4-5 years, 2015/16 will be a year that provides the platform for change.
Funding from both the General Fund and HRA need to be harnessed to support our
Investment Strategy and income generation/savings approach in terms of:-

. Applying incentivised funding (e.g. New Homes Bonus) through a
Transformation Fund to support transformational projects, activities and
strategic planning that will deliver the council’s priorities in the short and
medium term;

. Meeting upfront infrastructure costs in relation to specific projects and
development proposals;

. Developing new or improved income generating activities

. Looking at new commissioning and delivery models for key services that will
reduce costs in the medium to longer term.

Potential Resources available for Investment
General Fund

The Budget is summarised in Appendix A. Key information relating to this and,
specifically, the Transformation Fund, the use of New Homes Bonus (NHB) and
unallocated Business Rates Income is set out below:-

. Core Budget increasing by almost £0.4m due to inflation and other cost
pressures, offset by additional income from PV panels project and other
savings. This position is better than outlined in the January report to Strategy
Committee and is explained further in section 12.1;

o Government Funding (Revenue Support Grant + Baseline Business Rates)
reducing by over £0.6m,;

o Estimated Transformation Funds available in 2014/15 of £2.0m.
Approximately £0.5m allocated to date. More will be allocated by the end of
the financial year. Any sums not allocated will be carried forward to next
year,



11.2

11.3

11.4

11.5

o Further NHB allocation of £1.6m for 2015/16 and an estimated £0.6m
Government Section 31 grant relating to business rates. Of this £2.2m,
£0.2m will be for fixed-term posts, agreed when ODT’s created (allowance
for extending these to 31 March 2016)

o £1.6m will be used to contribute towards Programme Development
resources in the 2015/16 Budget i.e. to design and implement projects in the
Strategic Plan and £0.2m (as in 2014/15) will be transferred to the Business
Rates Equalisation Reserve to protect against future uncertainties/losses.

The net result of the above is an estimated balance of NHB and business rates
Section 31 grant of £0.2m that can be transferred to the Transformation Fund in
2015/16 for new projects/investment strategy

A summary of the potential amounts of NHB that could be received in future years
Is summarised below:-

Minimum With

(based on | further 200

historical | additional

growth) homes
£m

£m

2015/16 1.6 1.6 (fixed)
2016/17 (year 6 of scheme)* 2.0 2.2
2017/18 2.1 2.5
2018/19 2.2 2.8
Total 7.9 9.1

*  After this, any scheme will be dependent on Government policy. The above
assumes that it will continue for further years in some form but that years 1, 2
etc. will fall out, but this is obviously very uncertain.

Another possible scenario, however, is that no new allocations for the years
2017/18 onwards will be received in which case the amounts received each year
would reduce, eventually disappearing, thus creating a difficult financial position.
This has been referred to by some as a potentially very significant financial ‘cliff-
face’.

Housing Revenue Account

The HRA Business Plan has been updated to reflect changes in the 2015/16
revenue budgets and an updated capital programme. The revenue and capital
budget forecasts for the next 30 years, based on an increase of 2.7%, which
ensures that the limit rent will not be exceeded. The business plan is attached at
Appendix B and shows additional detail for years 1-5.

A key aspect of the business plan is the revenue cash flow predicted over the
coming years. Another important feature is the amount available for building new
homes. Both are illustrated in the following graphs:-

Graph A - Revenue cash flows from 2015/16 for 10 years

This graph shows reserve balances within the HRA increasing to approximately
£42.9m by Year 10 (2024/25) based on annual rent increases of 2.7%.
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12.

12.1
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Graph B - Capital programme from 2015/16 for 10 years

This graph shows proposed Capital Programme expenditure within the HRA
Business Plan up to Year 10 (2015/16 to 2024/25). The new build programme does
not extend beyond year 5 and the future capital expenditure from year 6 onwards
represents planned maintenance programmes. Graphs A and B are inter-
dependent with revenue surpluses providing financial availability for investment in
homes and improvement programmes.
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2015/16 Budget
General Fund

A number of key assumptions have been made in formulating the General Fund
Budget proposals. The overall picture is set out in Appendix A and some of the key
aspects are outlined below:-

o Expenditure and Income Budgets for 2015/16 have been re-assessed to
reflect updated information, the estimated impact of the capital programme
and borrowing and adjustments made for anomalies that have been
identified in some 2014/15 Budgets (a number of these were reported to
Members in the 2013/14 outturn and 2014/15 mid-year budget review);

9



12.2

Note:

This has resulted in an overall increase in the ‘Core’ Budget of £0.4m, which
is more than anticipated, but better than reported in January by £0.2m. Work
has been continuing on the budget with additional savings being found in
staffing, inflation, revenues and benefits, capital financing charges and the
joint waste contract;

Baseline Business Rates income to increase by inflation, recognising that
any further income will provide an additional funding source;

Increased income from the Council Taxbase and a surplus on the Collection
Fund (Note: No changes to the Local Council Tax Reduction Scheme i.e. it
will be the same as in 2014/15);

No increase in council tax;

Certain fees and charges, but excluding car parking, increased by 2%. A
new scale of fees and allowances for the conduct of elections will be in place
from April 2015 to align Babergh and Mid Suffolk;

The use of most of the 2015/16 New Homes Bonus allocation and a
proportion of business rates Section 31 grant to fund the Core budget,
including Programme development resources.

Refer to Appendix D for further details relating to funding and Council Tax
Requirements.

The Government is again making a grant available for those Councils that freeze
council tax in 2015/16, which is based on 1% (equivalent to £49k p.a. for Babergh)
payable for 2 years. It is also assumed that this money will then be consolidated
into the Government’s funding streams in the future (effectively, therefore, reducing
as Revenue Support Grant is withdrawn).

The key changes between the 2014/15 and 2015/16 Budgets are summarised

below:-
£000
2014/15 Core Budget 9,859
Cost pressures - inflation and other changes in income and +1,203
expenditure*
Savings including restatement of 2014/15 base budgets in 2015/16 -798
2015/16 Budget 10,264

*

Including £70k re. elections and £25k re. green initiatives (both funded from
earmarked reserves) and additional £136k for capital financing costs. This also
includes an uplift for pay and ICT costs, although the actual amounts will be the
subject of a further review of the cost sharing arrangements between Babergh
and Mid Suffolk. ICT costs reflect the significant change programme that is
taking place.
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12.3

12.4

12.5

12.6

In relation to earmarked reserves, the table below shows the potential balance on
earmarked reserves at the end of 2014/15 based on known/estimated contributions
and withdrawals (excluding any unspent money in the Transformation Fund). In
addition to this there is £1.15m, the minimum approved level, in the General Fund
reserve/working balance. Full details of these will be included in the Joint
MTFS/final Budget report in February.

£000
Estimated balance of earmarked reserves at 1 April 2015 1,481
Planned additions to earmarked reserves in 2015/16 +2,222
Planned withdrawals in 2015/16 -2,146
Estimated balance of earmarked reserves at 1 April 2016 1,557

An overall picture of the potential funding available for the Council’s Investment
Strategy, combining the potential minimum New Homes Bonus, Business Rates
(same amount as 2015/16 of £0.4m) and the HRA funding that could be available
over the next 4 years is set out below. This excludes the amount in the
Transformation Fund in 2014/15:-

NHB | Business | Total
Rates
Grant
£m £m £m
New Homes Bonus/Business Rates:
2015/16 1.6 0.4 2.0
2016/17 2.0 0.4 2.4
2017/18 2.1 0.4 2.5
2018/19 2.2 0.4 2.6
Total — NHB/Business Rates 7.9 1.6 9.5
HRA:
New Build Acquisitions 16.2
Reserves (HRA Balance) 4.0
Borrowing Headroom 17.7
Total - HRA available for Investment 37.9
Total — NHB, Business Rates and HRA combined 47.4

The Budget for 2015/16 also includes a small provision for any further transitional
costs and savings relating to integration, which will be met from the earmarked
reserves that were set aside for that purpose in 2012.

Council Housing - Housing Revenue Account (HRA)

Key Challenges

HRA Self-financing has provided significant opportunities for both Councils. The
development of 27 new council homes supported by Homes and Communities
Agency Grant funding is a good example of how the funds available within the HRA
are being used differently. There are however, investment challenges. To address
these challenges it is vital that decisions made reflect needs and opportunities
locally and take account of the individual financial circumstances of the separate
HRA's.
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12.7

12.8

12.9

12.10

12.11

12.12

12.13

12.14

12.15

Right to Buy (RTB) sales have exceeded projections in business plans. In 2013/14
Babergh sold 20 against projections of 5 sales. The money received from RTB
sales can only be used as 30% towards the cost of a replacement home. The
remaining 70% of the replacement cost has to be found from other HRA resources.
As sales increase, it means that the level of match funding required (70%)
increases. If the receipts are not spent within the 3 year period allowed, they have
to be repaid to Government with 4% interest added.

The Government has applied a cap to the amount that Councils can borrow through
the HRA. This means that borrowing levels are restricted. For both Councils,
supporting spending of RTB receipts, building new council homes and investing in
the maintenance and improvement of council homes is achievable within current
borrowing headroom.

Government guidance for annual rent increases has changed from an RPI based
formula to CPI based. This change, which is likely to mean a reduction in rental
income over 30 years, coupled with the Limit Rent restricts the Councils ability to
increase rents to reflect local needs and circumstances.

What we are doing to address the challenges

Making best use of our assets — working within the Housing Asset Management
Strategy and Housing Asset Management Group we are identifying high value, high
cost, low demand properties for disposal at tenancy end. Funds will be ring fenced
for investment in additional homes.

Conversion of a small number of social rents to affordable rent levels on change of
tenancy to achieve HCA Grant criteria.

Working in partnership with Suffolk County Council to develop models to deliver
specialist housing schemes — dementia care and supported housing for
autism/learning difficulties on County land using HRA funding.

Seeking efficiencies and value for money in service delivery and reviewing our
approach to repairs and maintenance/asset management services.

Taking a commercially minded approach to HRA business planning including, being
flexible in our methodology for rent increases, reviewing and realigning capital
programme expenditure and using our resources with partner’s resources to create
the right solutions for tenants and communities.

Budget 2015/16

The table below sets out the HRA budget for 2015/16, highlighting the variance
from 2014/15.
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Description 2014/15 2015/16 | Variance | Reason

£000 £000 £000

Rent and other (16,796) | (16,940) (144) | Based on a proposed average rent

income increase of 2.7%, offset by reduced
number of properties overall, an
increase in the voids allowance and
50% reduction in Supporting People
funding.

Bad Debt Provision 300 201 (99) | Bad debt levels can be reduced due
to delay of Universal Credit and lower
impact of welfare reform and other
changes than anticipated

Interest (12) (15) 3

Total Net Income (16,508) | (16,754) (246)

Repairs and 5,852 5,674 (178) | Reflects estimated pay budgets

Maintenance, following integration and other

Management and changes in service requirements.

other costs

Capital Charges 2,904 2,860 (44) | Reflects interest costs on fixed rate
long term loans

Revenue 5,122 9,241 4,119 | Increase in revenue contribution to

Contribution to capital programme to fund new

Capital Programme * homes and planned maintenance

Debt Repayment 500 500 0

Total Expenditure 14,378 18,275 3,897

In-year operating (2,130) 1,521 3,651

(surplus)/deficit

* Includes £200k major repairs allowance carried forward from 2014/15

12.16 A revised and updated HRA Business Plan is attached at Appendix B reflecting;

o HCA scheme development costs;

o Funding to support spend of RTB
expenditure.

receipts and capital

programme

12.17 HRA Business Plans are viable over the next 5 years, indicate significant surpluses
over the 30 year period and include the following additional assumptions for
2015/16 set out below.

Rent and Charges

Service Charge Increase

+5%

Utilities Charges Increase/decrease (-)

-8%

12.18

The Government restricts our ability to increase rents through applying a ‘limit rent’

this is the average rent level at which full housing benefit will be paid. If our average
rent exceeds this amount then a payment has to be made to the Government to
make up the difference.

12.19

Limit rent figures have recently been received. The recommendation of this report

is based on applying the maximum level of rent increase to support our business
plans but keep our average rent level within the limit rent.
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12.20

12.21

12.22

12.23

12.24

Capital Programme Investment
General Fund

The capital programme is attached at Appendix E, which includes some updates
compared to the current programme.

Delivery plan projects that identify capital investment opportunities (and potentially
borrowing) are likely to be forthcoming during 2015/16 and it is important that there
is provision in the Budget to enable the Council to proceed with these. These could
involve substantial amounts of investment and borrowing with final plans being
approved by Strategy Committee and Council. It is important to include a sum as
part of the overall Budget strategy framework to:-

o Ensure there is an approved borrowing limit to fund the projects/investment
(which has to be authorised by Council);

. Provide the flexibility, subject to a business case and rate of return on the
investment, to fund appropriate projects over and above existing borrowing
limits.

A sum of £25m has, therefore, been included in the capital programme for 2015/16
for potential investment opportunities to be funded through prudential borrowing
and which will achieve a rate of return to produce additional income. This can then
be allocated to investment proposals/projects that meet the Joint Strategic Plan
priority outcomes and the desired investment strategy rates of return.

Based on the above, indicative additional borrowing levels for the next 4 years,
compared to 2014/15, for the General Fund (depending on capital receipts/asset
disposal levels) are as follows:-

Year £m
2014/15 4,368
2015/16 30,640
2016/17 2,927
2017/18 1,100
2018/19 1,030

* see section 12.21 and 12.22 above

These are significant amounts and the annual costs of these levels of borrowing will
have to be funded from future revenue budgets, depending on interest rates
volatility (interest rate rises are predicted from mid-2016) and the nature/level of
additional external borrowing each year. The programme will be reviewed in 2015
as part of the approach to Priority Based Resourcing.
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Council Housing - HRA

12.25 The proposed Capital Programme headlines for 2015 — 2020 are:-

Expenditure £m
Housing Maintenance Programmes 23.6
New build (HCA programme) 34
New build (Additional borrowing) 5.3
RTB receipt funding 7.5
Total 39.8
Financing

Capital receipts disposals and RTB receipts and HCA Grant 0.8
Revenue Contributions 35.4
Borrowing 3.6
Total 39.8

Remaining Borrowing Headroom available (31 March 2020) 14.8

12.26 In relation to debt repayment set asides, the HRA business plan is currently based
on not setting aside any capital receipts towards debt on sold council houses or for
maturity debt repayment in the longer-term. The position on this in relation to future
HRA Business Plans is to be reviewed during 2015 with the Council’s treasury
advisors.

12.27 For the General Fund approval is sought to the projects and schemes in 2015/16
only and for the HRA for all four years from 2015/16 onwards, with the future items
being subject to review and change annually.

13. Appendices

Title Location
APPENDIX A — General Fund Budget Summary 2015/16 Attached
APPENDIX B — Updated HRA Business Plan Attached
APPENDIX C — General Fund Earmarked Reserves Attached
APPENDIX D — Budget Funding and Council Tax Requirements Attached
APPENDIX E — Capital Programmes Attached
APPENDIX F — Robustness of Estimates and Adequacy of Reserves | Attached
APPENDIX G — Budget and Council Tax Resolutions Attached
APPENDIX H — Joint Medium Term Financial Strategy Attached

15. Background Documents
Local Government Finance Settlement.
Joint MTFS and Draft 2015/16 Budget (Strategy Committee) P90

Authorship:

Katherine Steel (01449) 724806

Head of Corporate Resources katherine.steel@midsuffolk.gov.uk
Lou Rawsthorne (01449) 724772

Joint Head of Economy (Temporary) lou.rawsthorne@midsuffolk.gov.uk
Sharon Bayliss (01473) 825819

Senior Financial Services Officer sharon.bayliss@midsuffolk.gov.uk
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General Fund Budget Summary 2015/16

Appendix A

2014/15 | 2015/16 | Variation

£000 £000 £000
Core Budget — spending on services 9,671 10,139 +468
Parish Council grants — Local Council Tax Scheme 188 125 -63
Total Core Budget 9,859 10,264 +405
Integration costs 250 49 -201
Transformation Fund - Delivery Plan projects* 1,916 216 -1,906
12,025 10,529 -1,496

Funding:
e Integration Reserve 250 49 -201
e Other Earmarked Reserves 0 95 +95
e New Homes Bonus — fixed term posts 208 208 -
e Transformation Fund - Delivery Plan projects 1,916 216 -1,700
e Transformation Fund — Programme 779 1,578 +799
Resources/Core Budget

e Baseline Government Support - RSG 2,263 1,646 -617
e Baseline Government Support — Business Rates 1,905 1,941 +36
e Additional Business Rates Income 150 150 -
e Collection Fund Surplus/Deficit 100 94 -6
e Council Tax 4,454 4,552 +98
12,025 10,529 -1,496

* Maximum available each year — actual expenditure will fall ove

r 2 or more years

2014/15 2015/16 TOTAL
£000 £000 £000

Non-core/Transformation Funds:
Transformation Fund Balance b/fwd 1/4/14 1,496 - 1,496
(includes £0.424m underspend 2013/14)
New Homes Bonus Allocation 1,215 1,602 2,817
Business Rates (section 31 grant) - estimated 400 400 800

3,111 2,002 5113
Less: Use for programme development resources -987 -1,786 -2,773
and temporary fixed term posts
Less; Commitments -349 - -349
Available for Delivery Plan projects 1,775 216 1,991

Note: 2014/15 includes prior year sums not allocated/used. A further sum could be added
to this relating to savings NHB that was set aside as a ‘safety net’ for cost variations
(approx. £0.5m) although this may be needed to cover cost variations in 2014/15

* |In addition, £210k TCA received in relation to establishing a legal shared service with
other Suffolk Councils. Excludes £3.35m Countywide TCA funding for wider collaborative
working across Suffolk (Suffolk County Council lead accountable body)
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HRA Business Plan updated 2015 - 2045

Babergh DC 30 Year Business Plan 2.7%

Appendix B

Year 2015.16 | 2016.17 | 2017.18 | 2018.19 | 2019.20 | 2020-2025 2025-30 2030-35 2035-40 2040-45
Years 11- Years 16- Years 21- Years 26-

£'000 1 2 3 4 5 Years 6-10 15 20 25 30
INCOME:
Total Income 16,940 | 17,502 18,195 18,711 | 19,595 104,835 121,152 139,543 160,725 185,118
EXPENDITURE:
General Management -2,375 -2,424 -2,485 -2,547 -2,611 -14,065 -15,913 -18,004 -20,370 -23,047
Special Management -1,079 -1,106 -1,134 -1,162 -1,191 -6,418 -7,261 -8,215 -9,295 -10,516
Bad Debt Provision -200 -336 -348 -358 -375 -2,006 -2,320 -2,674 -3,082 -3,551
Responsive & Cyclical Repairs -2,219 -2,293 -2,351 -2,409 -2,470 -13,391 -15,162 -17,154 -19,409 -21,959
Total Revenue Expenditure -5,874 -6,160 -6,317 -6,476 -6,646 -35,879 -40,656 -46,048 -52,155 -59,074
Interest Paid -2,860 -2,838 -2,817 -2,796 -2,767 -13,713 -12,155 -8,715 -1,512 70
Interest Received 15 15 33 58 115 2,336 5,260 7,272 9,336 17,075
Depreciation -2,721 -2,800 -2,851 -2,902 -3,162 -16,973 -19,091 -21,472 -24,150 -27,161
Net Operating Income 5,501 5,719 6,244 6,595 7,135 40,606 54,509 70,580 92,243 116,028
APPROPRIATIONS:
Revenue Provision (HRACFR) -500 -500 -500 -500 0 0 0 0 0 0
Revenue Contribution to Capital -6,320 -5,756 -4,135 -5,033 -1,396 -7,367 -11,779 -44,224 -53,440 -7,881
Total Appropriations -6,820 -6,256 -4,635 -5,533 -1,396 -7,367 -11,779 -44,224 -53,440 -7,881
ANNUAL CASHFLOW -1,319 -536 1,609 1,062 5,739 33,239 42,731 26,357 38,803 108,147
Opening Balance 3,139 1,820 1,284 2,892 3,954 9,693 42,932 85,663 112,020 150,823
Closing Balance 1,820 1,284 2,892 3,954 9,693 42,932 85,663 112,020 150,823 258,969
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General Fund Earmarked Reserves

Appendix C

31 March Add’n Use 31 March Add’n Usein | 31 March
2014 in 14/15 | In 14/15 2015 in 15/16 | 15/16 2016
£000 £000 £000
Integration 299 -250 49 -49 0
Welfare Benefit Reforms 64 64 64
Elections 40 20 60 20 -70 10
Green Initiatives 25 25 -25 0
Recycling Consortium 108 108 108
(BDC Share)
Other service specific funds:
Planning, Housing, Waste and 278 278 278
other services/activities*
Sub- Total 1,014 20 -250 784 20 -144 660
New Homes Bonus # 497 497 497
Transformation Fund # 1,496 1,615 -3,111 0 2,002 -2,002 0
Equalisation of Business Rates 0 200 200 200 400
2013/14 Budget carry forwards 199 -199 0 0
Total 3,206 1,835 -3,560 1,481 2,222 -2,146 1,557

* To be reviewed and reallocated as appropriate to strategic priority outcomes at
the end of the financial year.

# Subject to actual use and expenditure each year.
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Appendix D

Budget, Funding and Council Tax Requirements

1.

The precept requirements of Parish / Town Councils must be aggregated with
the requirement of this authority to arrive at an average Council Tax figure for
the district / parish purposes. This figure however is totally hypothetical and
will not be paid by any taxpayer (other than by coincidence). A schedule of
the precept requirements from Parish / Town Councils will be reported to
Council on 24 February.

The County and the Police and Crime Commissioner’s precept requirements
are added to this.

The legally required calculation is set out below:

1) The General Fund Budget requirement for the District Council purposes
in 2015/16 will be based on no increase to council tax.

2) The County Council precept requirement is £1,126.53 for a Band D
property in 2015/16 — no increase on the previous year.

3) The Police and Crime Commissioner's precept requirement is
increasing by 1.997% to £170.10.

4) At the time of preparing this report, not all Parish / Town Councils have
supplied formal notification of their 2015/16 precept. The final figures
will be reported to Council.

Babergh is a billing authority and collects council tax and non-domestic rates on
behalf of the other precepting authorities i.e. Suffolk County Council, Suffolk
Police and Crime Commissioner and Parish / Town Councils. The dates that
monies collected are paid over to the County Council, and the Police and Crime
Commissioner (“precept dates”) need to be formally agreed under Regulation

5(i) of the Local Authorities (Funds) (England) Regulations 1992.

Established practice is for payments to be made in 12 equal instalments on the
15" of each month or the next banking day if the 15" falls on a weekend or
bank holiday. Accordingly the precept dates applicable for 2015/16 are

expected to be as follows:

15 April 2015 15 May 2015 16 June 2015 15 July 2015

17 August 2015 15 September 2015 | 15 October 2015 16 November 2015

15 December 2015 | 15 January 2016 15 February 2016 | 15 March 2016
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Appendix E

CAPITAL PROGRAMME FOR 2014/15 TO 2018/19

2014/15
2014/15 .
BABERGH . Revised Budget
CAPITAL PROGRAMME Original inc Carry 2015/16 | 2016/17 | 2017/18 | 2018/19
Budget
Forwards
£'000 £'000 £'000 £'000 £'000 £'000

General Fund

Housing
Mandatory Disabled Facilities Grant 357 249 350 350 350 350
Discretionary Housing Grants 263 247 313 150 150 150

Grants for Affordable Housing
Total Housing

Environmental Services

Replacement Refuse Freighters - Joint Scheme
Recycling Bins

Total Environmental Services

Community Services

Planned Maintenance / Enhancements - Car Parks

Street Parking Improvements 8 8 8 8 8 8
Planned Maintenance / Enhancements - Kingfisher 114 137 65 56 56 56
Planned Maint / Enhancements - Hadleigh Pool 25 48 25 25 25 25
Play Equipment 25 52 25 25 25 25
Broadband Development 50 50 0 0 0 0
Replacement CCTV Cameras 40 40 40 40 0 0
Community Development Grants

Total Community Services

Asset Management

Planned Maint / Enhancements - Hadleigh HQ
Planned Maint / Enhancements - Other Corp Buildings 48 86 48 48 48 48
Carbon Reduction 135 235 50 50 50 50
Installation of PV Panels on Housing Stock 4,485 1,300 2,900 0 0 0

Total Asset Management 4,703 1,677 3,033 133 133 133

Corporate Services
ICT costs related to joint working with Mid Suffolk
Regeneration Fund 1,520 1,330 1,250 300 300 300

Total Corporate Services 1,918 1,917 1,800 575 438 369

Delivery Programme Investment Opportunities o] o] 25,000] o] o] 0]

TOTAL General Fund Capital Spend 7,872] 5,250  30,990] 3,343] 1,516] 1,447|

General Fund Financing

External Grants and contributions 285

Capital Receipts 843 410 65 66 66 67
Borrowing - unsupported 6,802 4,368 30,640 2,927 1,100 1,030
Total General Fund Capital Financing 7,872 5,250 30,990 3,343 1,516 1,447

Note: See section 12.21/22 of report relating to the £25m provision for delivery
programme investment opportunities
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Appendix E

BABERGH 2014/15 erg,i?s/ii
iginal 2015/16 | 2016/17 | 2017/18 | 2018/1
CAPITAL PROGRAMME original | g jeting | 201516 | 2016/ 017/18 | 2018/19
Budget
Carry
£'000 £:000 £000 | £000 | £000 | £000

Housing Revenue Account

Planned Maintenance & Response

Planned maintenance 2,968 4,751 2,581 3,531 4,360 4,968
Other programmes 1,310 1,412 683 724 897 1,187
Environmental Improvements 150 150 50 120 120 120
Horticulture and play equipment 70 70 31 33 50 60
New build acquisitions - - 5,200 2,080 1,918 1,709
New build programme 900 1,417 1,400 2,652 0 0
TOTAL HRA Capital Spend 5,398 7,800 9,945 9,140  7,345] 8,044

HRA Financing

External Grants and contributions 2,631 2,431 2,921 2,799 2,851 2,895
Capital Receipts 276 560 539 66 67 68
Borrowing - - - - - -
Revenue Contributions 2,491 4,809 6,485 6,275 4,427 5,081
Total HRA Capital Financing 5,398 7,800 9,945 9,140 7,345 8,044
13,270] 13050 40935] 12483] 8861  9.491]
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Appendix F

Section 25 report on the robustness of estimates and adequacy of reserves

1.

11

1.2

1.3

1.4

2.1

Background

Section 25 of the Local Government Act 2003 requires Councils, when setting
its annual General Fund Budget and level of Council Tax, to take account of a
report from its Section 151 Officer on the robustness of estimates and
adequacy of reserves. This report fulfils that requirement for the setting of the
Budget and Council Tax for 2015/16.

This is to ensure that when deciding on its Budget for a financial year,
Members are made aware of any issues of risk and uncertainty, or any other
concerns by the Chief Financial Officer (CFO). The local authority is also
expected to ensure that its budget provides for a prudent level of reserves to
be maintained.

The CFO has assessed that the minimum safe contingency level of
unearmarked General Fund working balance/general reserve is £1.15m (the
same figure as 2014/15).

Section 26 of the Act empowers the Secretary of State to set a minimum level
of reserves for which a local authority must provide in setting its budget.
Section 26 would only be invoked as a fallback in circumstances in which a
local authority does not act prudently, disregards the advice of its CFO and is
heading for financial difficulty. The Section 151 Officer and Members,
therefore have a responsibility to ensure in considering the Budget that:

o It is realistic and achievable and that appropriate arrangements have
been adopted in formulating it

o It is based on clearly understood and sound assumptions and links to
the delivery of the Council’s strategic priorities

o It includes an appropriate statement on the use of reserves and the
adequacy of these.

Basis of Advice for Section 25 Report

In forming the advice for this year's Section 25 report, the CFO has
considered the following:

o The requirement established in the Council’'s Medium Term Financial
Strategy (MTFS) to ensure that a safe contingency level of reserves is
maintained

. The degree to which the Council’s financial plans are aligned to the
Council’s statutory obligations, local priorities and policy objectives

o The adequacy of the information systems underpinning the Council’s
financial management processes

o Risks associated with the Council’s activities, as identified within the

Significant Business Risks Register
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3.1

3.2

The level of earmarked reserves and unearmarked reserves within the
General Fund and the degree to which uncertainties exist within the
proposed 2015/16 budget.

Robustness of Estimates

In terms of the overall approach to financial planning and setting the budget,
the following aspects increase confidence in the robustness of estimates:

Cost pressures and variations in key areas of income and expenditure
have been carefully considered and reflected in the Budget

Key assumptions have been made and updated during the Budget
process to reflect the changing economic position and latest
information

Existing and new risks and uncertainties have been identified and
carefully considered

Detailed scrutiny, review and challenge of budgets by finance officers
and Corporate Managers

The Scrutiny Committee has reviewed the proposed Budget for
2015/16 and their views are provided with the Budget report.

No Budget can, however, be completely free from risk and these are still
prevalent in the ongoing financial climate. Mid Suffolk’s integration and
transformation plans (with Babergh) also require assumptions to be made.
This means that the Budget will always have a certain amount of uncertainty.
The following are the main areas identified:

Government Funding - The Council’s funding now includes a reliance
on business rates income and other ‘incentivised’ funding such as the
New Homes Bonus. Councils now retain 50% of the business rates that
are collected. The risks of bad debts and other losses on collection as
well as the impact of rating appeals, therefore, affect the Council’s
income. An allowance has been made for these, but the actual amount
of income could be higher or lower than this. The Council has included
the amount reflected in the Government’s ‘baseline assessment’, plus
an element from being part of the Suffolk Pool in the 2015/16 Budget,
but the actual amount of income could be lower - or higher (High Risk)

Welfare Reforms, Benefits and Council Tax Reductions -The
Budget for 2015/16 assumes that current caseloads will continue
throughout next year. An allowance is included in the Budget to deal
with non-collection of Council Tax, including any losses as a result of
the new Local Council Tax Support Scheme. (High/Medium Risk)

Capital Financing Costs - These are influenced by variable factors
such as cash flow, variations in the capital programme, interest rates,
availability of capital receipts and other sources of capital funding and
borrowing/financing costs. (Medium Risk)
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3.3

4.1

4.2

4.3

o Income - Whilst the Budget for 2015/16 has been prepared on the
basis of trying to ensure that income estimates are realistic and
achievable, with specific allowances for increased or reduced income
on specific services, it is unknown as to how the economy and
customer demand will fare during next year. The amounts included in
the Budget are therefore uncertain and variances may occur. (Medium
Risk)

o Inflation and Other Cost Pressures — Allowances for inflation have
been made on some budgets including major contracts, where there is
a contractual requirement to do so. (Low Risk)

o Integration with Mid Suffolk District Council — The integrated
staffing structure was completed in 2013/14 with cost sharing
arrangements put in place between the two councils. There are still
uncertainties relating to this though and actual staffing costs will be
influenced by the strategic priority projects undertaken for each council,
which could impact on the Budget and the amounts to be met from the
Transformation Fund (High Risk)

. Other savings - There are also allowances for additional savings and
from joint procurement and contracts. The level of savings that will be
actually saved is uncertain (Medium Risk).

Taking all of the above into consideration, the Section 151 Officer’s opinion is
that the Council’'s Budget and estimates are reasonable but cannot be
absolutely robust, so a full assurance cannot be given that there will be no
unforeseen adverse variances. This is an expected and acceptable situation
for any organisation that is dealing with a large number of variables and going
through a radical integration and transformation programme. Also, the general
economic situation continues to impact on expenditure and income. Provided
that the minimum safe level of reserves is maintained, any variations arising
as a result of lack of robustness in the estimates should be manageable.

Adequacy of Reserves

There is no available guidance on the minimum level of reserves that should
be maintained. Each authority should determine a prudent level of reserves
based upon their own circumstances, risk and uncertainties. Regard has
been had to guidance that has been issued to CFO’s, the risks and
uncertainties faced.

The Medium Term Financial Strategy (MTFS) states that the Council is
required to maintain adequate financial reserves to meet the needs of the
authority. This is the General Reserve and provides a safe level of
contingency.

The CFQO'’s opinion is that the minimum level of unearmarked reserves should,
for the time being, be maintained at the current level of £1.15m without
increasing the risk to the Council. This represents 11% of the annual General
Fund Budget, which is relatively low compared to a number of councils but is
seen as acceptable, so no action is required as part of the 2015/16 Budget.
This is partly based on the understanding that there are further sums available
in earmarked reserves that will not be fully spent during 2015/16 as set out
below.
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4.4 Levels of earmarked reserves (excluding those relating to the Housing
Revenue Account) are forecast to be £1.5m as at 31 March 2015. The level of
earmarked reserves as at the 31 March 2016 will depend on the extent to
which the New Homes Bonus money that is transferred to the Transformation
Fund is spent in 2015/16. The Transformation Fund is supporting the
Council’s delivery programme in 2015/16.

5. Background Documents

Local Government Act 2003; Guidance Note on Local Authority Reserves and
Balances — CIPFA 2003; Medium Term Financial Strategy.

Katherine Steel

Head of Corporate Resources
(Section 151 Officer)
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BUDGET & COUNCIL TAX RESOLUTIONS 2015/16

SUMMARY OF BUDGET 2015/16

Appendix G

no special items.

2015/16 2015/16 2014/15
Budget Council Budget
Requirement Tax Requirement
£ at Band D £
£

Babergh District Council
General Fund Budget Requirement - 8,257,913 260.99 8,715,265
District Council Purposes
Parish/Town Council Precepts (net of 2,390,348 75.55 2,290,126
Council Tax Support Scheme grant)

10,648,261 336.54 11,005,391
Settlement Funding from Government -3,562,257 -112.59 -4,113,035
Collection Fund Surplus -94,000 -2.97 -99,800
Council Tax Freeze Grant (2014/15) - - -48,660
Council Tax Freeze Grant (2015/16) -49,741 -1.57 -
Babergh’s basic amount under section 33 of 6,942,263 219.41 6,743,896
the 1992 Local Government Act
LESS: Parish/Town Council Precepts -2,390,348 -75.55 -2,290,126
Basic amount under s. 34 of the 1992 Act 4,551,915 143.86 4,453,770
for dwellings to which no special items
relate.
Suffolk County Council Precept 35,644,851 1,126.53 34,876,310
Requirement
Suffolk Police and Crime Commissioner’s 5,382,182 170.10 5,163,042
Requirement
Basic amount for areas where there are 45,578,948 1,440.49 44,493,122
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COUNCIL TAX RESOLUTION 2015/16

1. It is a requirement for the billing authority to calculate a council tax

requirement for the year as opposed to its budget requirement.

2. It be noted that the Council, as delegated to the Section 151 Officer,

calculated the taxbase:
a) for the whole Council area as 31,641.28 and,
b) for dwellings in those parts of its area to which a Parish precept relates
as further in Appendix G.
3. The council tax requirement for the Council’'s own purposes for 2015/16
(excluding Parish precepts) is £4,551,915

4, That the following amounts be calculated for the year 2015/16 in accordance

with Sections 31 to 36 of the Act:
a) | £55,789,262 | Being the aggregate of the amounts which the Council estimates
for the items set out in Section 31A)(2) of the Act taking into
account all precepts issued to it by Parish Councils (gross
expenditure)
b) | £48,846,999 | Being the aggregate of the amounts which the Council estimates
for items set out in Section 31(A)(3) of the Act (gross income)
C) | £6,942,263 | Being the amount by which the aggregate at 4(a) above exceeds
the aggregate at 4(b) above, calculated by the Council, in
accordance with Section 31A(4) of the Act, as its council tax
requirement for the year. (Item R in the formula in Section 31A(4)
of the Act) (net expenditure)
d) | £219.41 Being the amount at 4(c) above (item R) all divided by item T (2
above), calculated by the Council, in accordance with Section
31B(1) of the Act, as the basic amount of its council tax for the
year (including Parish precepts) (average council tax)
e) | £2,390,348 | Being the aggregate amount of all special items (Parish precepts)
referred to in Section 34(1) of the Act (as per Appendix H)
f) | £143.86 Being the amount at 4(d) above less the result given by dividing
the amount at 4(e) above by item T (1(a) above) calculated by the
Council, in accordance with Section 34(2) of the Act, as the basic
amount of its council tax for the year for dwellings in those parts of
its area to which no Parish precept relates (basic council tax)
5. To note that Suffolk County Council and the Police and Crime Commissioner
have issued precepts to the Council in accordance with section 40 of the
Local Government Finance Act 1992 for each category of dwellings in the
Council’s area as indicated in Section 7 below.

6. That the Council in accordance with Sections 30 and 36 of the Local

Government Finance Act 1992, hereby sets the aggregate amounts shown in
the table below and further in Appendix G as the amounts of council tax for
2015/16 for each part of its area and for each of the categories of dwellings.
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Since Strategy Committee on 12 February 2015, the precept levels of other
precepting bodies have been received. These are detailed below;

a) Suffolk County Council

Suffolk County Council met on 12 February 2015 and set their precept at
£35,644,851, this includes an adjustment for the Collection Fund contribution
of £486,000. This results in a Band D council tax of £1,126.53.

b) Suffolk Police and Crime Commissioner

The Police and Crime Commissioner has set their precept at £5,382,182,
adjusted by a Collection Fund contribution of £72,000. This results in a Band
D council tax of £170.10

C) Babergh District Council

The General Fund council tax requirement for Babergh District Council
purposes is based on a further freeze in council tax which is currently £143.86
for a Band D property.

d) Aggregated council tax requirement

The aggregated council tax requirement for Suffolk County Council, Suffolk

Police and Crime Commissioner and Mid Suffolk District Council results in a
Band D council tax of £1,440.49.

Suffolk Police and Babergh Aggregated

County Crime District Council Tax

Council | Commissioner Council requirement
Valuation Bands £ £ £ £
A 751.02 113.40 95.91 960.33
B 876.19 132.30 111.89 1,120.38
C 1,001.36 151.20 127.88 1,280.44
D 1,126.53 170.10 143.86 1,440.49
E 1,376.87 207.90 175.83 1,760.60
F 1,627.21 245.70 207.80 2,080.71
G 1,877.55 283.50 239.77 2,400.82
H 2,253.06 340.20 287.72 2,880.98

The Town and Parish Council Precepts for 2015/16 are detailed further in
Appendix G and total £2,390,348. The increase in the average Band D for
Town and Parish Councils is 2.0% and results in an average Band D council
tax figure of £75.55 for 2015/16.
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COUNCIL TAX BASES FOR PARISHES AND DISTRICT

Appendix G

: 2015/16

29

COUNCIL TAX BASE COUNCIL TAX BASE
Parish 14/15 15/16 % Change| |Parish 14/15 15/16 % Change
Acton 596.75 608.96 2.01% Holton St Mary 89.93 97.26 7.54%
Aldham 78.79 82.07 4.00%| | Kersey 177.72 180.31 1.44%
Alpheton 108.68 108.22 -0.43%| [ Kettlebaston 36.94 36.39 -1.51%
Erwarton 54.10 54.68 1.06%| | Lavenham 805.70 850.48 5.27%
Assington 167.15 173.59 3.71%| [ Lawshall 347.93 359.69 3.27%
Belstead 87.62 86.90 -0.83%| [ Layham 237.21 235.65 -0.66%
Bentley 310.90 32141 3.27%| | Leavenheath 582.68 588.83 1.04%
Bildeston 349.86 353.10 0.92%| [ Lindsey 83.63 82.80 -1.00%
Boxford 488.75 489.63 0.18%| |[ Little Cornard 140.29 138.19 -1.52%
Boxted 50.99 52.79 3.41%)| [ Little Waldingfield 138.28 142.91 3.24%
Brantham 831.30 847.63 1.93%| | Little Wenham 20.10 21.27 5.51%
Brent Eleigh 80.11 82.05 2.36%| | Long Melford 1,347.64| 1,367.89 1.48%
Brettenham 115.07 117.53 2.09% Milden 51.40 53.26 3.49%
Bures St Mary 358.34 399.58 10.32%| | Monks Eleigh 237.40 240.65 1.35%
Burstall 90.03 91.30 1.39% Nayland with Wissington 503.58 509.40 1.14%
Capel St Mary 110731 1,111.74 0.40% Nedging with Naughton 155.03 156.05 0.65%
Chattisham 79.95 81.95 2.44%)| [ Newton 198.49 203.21 2.32%
Chelmondiston 385.03 392.90 2.00%| [ Pinewood 1,395.41| 1,396.72 0.09%
Chelsworth 83.55 83.37 -0.22%| | Polstead 371.43 373.12 0.45%
Chilton 148.33 146.12 -1.51% Preston St Mary 91.64 94.39 2.91%
Cockfield 361.34 371.35 2.70%| | Raydon 201.60 205.14 1.73%
Copdock & Washbrook 400.98 417.67 4.00% Semer 68.45 66.98 -2.19%
East Bergholt 1,077.88| 1,091.42 1.24%| | Shelley 30.19 30.07 -0.40%
Edwardstone 164.74 164.63 -0.07% Shimpling 185.08 184.60 -0.26%
Elmsett 294.03 298.48 1.49%| | Shotley 701.07 707.47 0.90%
Freston 51.18 53.47 4.28%| | Somerton 40.08 40.08 0.00%
Glemsford 1,113.16] 1,161.61 4.17% Sproughton 531.78 536.13 0.81%
Great Cornard 2,520.67| 2,568.32 1.86%| | Stanstead 142.86 145.88 2.07%
Great Waldingfield 557.33 586.24 4.93%| | Stoke by Nayland 282.40 288.73 2.19%
Great Wenham 54.58 56.47 3.35% Stratford St Mary 310.68 31351 0.90%
Groton 124.39 123.58 -0.66%| [ Stutton 324.47 326.25 0.55%
Hadleigh 2,674.29| 2,789.43 4.13%| | Sudbury 3,942.27| 4,047.39 2.60%
Harkstead 109.32 111.98 2.38%| | Tattingstone 223.93 225.42 0.66%
Hartest 222.75 224.63 0.84%| [ Thorpe Morieux 106.41 108.78 2.18%
Higham 73.24 75.97 3.59%| [ Wattisham 39.84 41.88 4.87%
Hintlesham 228.49 232.06 1.54% Whatfield 118.08 120.24 1.80%
Hitcham 281.75 287.40 1.97%| | Wherstead 111.72 112.72 0.89%
Holbrook 608.11 614.21 0.99%| | Woolverstone 94.88 97.10 2.29%
30,959.06 | 31,641.28
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2014/15 2015/16 Council
Parish Council Tax Parish Tax Increase /
Parish Precept Tax Base Band D Precept Tax Base Band D |Decrease (-)
£ £ £ £ £
Acton 44,880.00 596.75 75.21 45,645.17 608.96 74.96 |- 0.25
Aldham 1,100.00 78.79 13.96 1,100.00 82.07 13.40 |- 0.56
Alpheton 2,847.00 108.68 26.20 2,847.00 108.22 26.31 0.11
Erwarton - 54.10 - - 54.68 - -
Assington 7,362.96 167.15 44.05 7,646.64 173.59 44.05 |- 0.00
Belstead 7,000.00 87.62 79.89 7,000.00 86.90 80.55 0.66
Bentley 12,000.00 310.90 38.60 14,000.00 321.41 43.56 4.96
Bildeston 17,476.00 349.86 49.95 18,400.00 353.10 52.11 2.16
Boxford 32,778.00 488.75 67.06 33,119.00 489.63 67.64 0.58
Boxted 400.00 50.99 7.84 400.00 52.79 7.58 |- 0.27
Brantham 41,800.00 831.30 50.28 42,000.00 847.63 49.55 |- 0.73
Brent Eleigh 2,000.00 80.11 24.97 2,000.00 82.05 24.38 |- 0.59
Brettenham 4,150.00 115.07 36.07 4,150.00 117.53 35.31 |- 0.75
Bures St Mary 26,435.00 358.34 73.77 26,435.00 399.58 66.16 |- 7.61
Burstall 4,284.00 90.03 47.58 4,369.00 91.30 47.85 0.27
Capel St Mary 79,040.00 1,107.31 71.38 80,075.00 1,111.74 72.03 0.65
Chattisham 1,490.44 79.95 18.64 1,500.63 81.95 18.31 |- 0.33
Chelmondiston 23,951.00 385.03 62.21 24,430.00 392.90 62.18 |- 0.03
Chelsworth 900.00 83.55 10.77 900.00 83.37 10.80 0.02
Chilton 7,773.96 148.33 52.41 7,658.15 146.12 52.41 0.00
Cockfield 19,000.00 361.34 52.58 25,000.00 371.35 67.32 14.74
Copdock & Washbrook 22,450.00 400.98 55.99 22,887.00 417.67 54.80 |- 1.19
East Bergholt 68,000.00 1,077.88 63.09 97,500.00 1,091.42 89.33 26.25
Edwardstone 5,625.00 164.74 34.14 5,625.00 164.63 34.17 0.02
Elmsett 9,500.00 294.03 32.31 9,500.00 298.48 31.83 |- 0.48
Freston 800.00 51.18 15.63 800.00 53.47 14.96 |- 0.67
Glemsford 87,100.00 1,113.16 78.25 88,755.00 1,161.61 76.41 |- 1.84
Great Cornard 186,807.00 2,520.67 74.11 190,338.00 2,568.32 74.11 |- 0.00
Great Waldingfield 41,728.48 557.33 74.87 43,891.79 586.24 74.87 |- 0.00
Great Wenham - 54.58 - - 56.47 - -
Groton 4,149.00 124.39 33.35 4,149.00 123.58 33.57 0.22
Hadleigh 284,838.00 2,674.29 106.51 303,044.00 2,789.43 108.64 2.13
Harkstead 2,500.00 109.32 22.87 2,500.00 111.98 22.33 |- 0.54
Hartest 10,187.00 222.75 45.73 10,390.00 224.63 46.25 0.52
Higham - 73.24 - - 75.97 - -
Hintlesham 4,259.56 228.49 18.64 4,249.37 232.06 18.31 |- 0.33
Hitcham 6,300.00 281.75 22.36 6,300.00 287.40 21.92 |- 0.44
Holbrook 21,400.00 608.11 35.19 22,000.00 614.21 35.82 0.63
Holton St Mary 4,590.00 89.93 51.04 4,590.00 97.26 47.19 |- 3.85
Kersey 6,604.00 177.72 37.16 6,700.00 180.31 37.16 |- 0.00
Kettlebaston 1,000.00 36.94 27.07 1,000.00 36.39 27.48 0.41
Lavenham 65,000.00 805.70 80.68 68,000.00 850.48 79.95 |- 0.72
Lawshall 6,459.00 347.93 18.56 7,261.00 359.69 20.19 1.62
Layham 8,500.00 237.21 35.83 8,500.00 235.65 36.07 0.24
Leavenheath 19,000.00 582.68 32.61 19,200.00 588.83 32.61 |- 0.00
Lindsey 2,072.00 83.63 24.78 2,115.00 82.80 25.54 0.77
Little Cornard 4,460.00 140.29 31.79 4,460.00 138.19 32.27 0.48
Little Waldingdfield 4,061.00 138.28 29.37 6,691.00 142.91 46.82 17.45
Little Wenham - 20.10 - - 21.27 - -
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2014/15 2015/16 Council

Parish Council Tax Parish Tax Increase /
Parish Precept Tax Base Band D Precept Tax Base Band D |Decrease ()
£ £ £ £ £
Long Melford 113,484.75 1,347.64 84.21 117,494.00 1,367.89 85.89 1.68
Milden 881.75 51.40 17.15 889.37 53.26 16.70 |- 0.46
Monks Eleigh 15,789.00 237.40 66.51 16,714.00 240.65 69.45 2.95
Nayland with Wissington 31,773.25 503.58 63.09 32,140.00 509.40 63.09 |- 0.00
Nedging with Naughton 4,700.00 155.03 30.32 4,650.00 156.05 29.80 |- 0.52
Newton 9,067.02 198.49 45.68 9,282.64 203.21 45.68 0.00
Pinewood 132,527.35 1,395.41 94.97 132,646.49 1,396.72 94.97 |- 0.00
Polstead 17,810.06 371.43 47.95 17,891.10 373.12 47.95 0.00
Preston St Mary 4,000.00 91.64 43.65 4,000.00 94.39 42.38 |- 1.27
Raydon 11,000.00 201.60 54.56 12,000.00 205.14 58.50 3.93
Semer 405.25 68.45 5.92 800.00 66.98 11.94 6.02

Shelley - 30.19 - - 30.07 - -
Shimpling 6,630.00 185.08 35.82 6,762.60 184.60 36.63 0.81
Shotley 53,500.09 701.07 76.31 54,727.00 707.47 77.36 1.04

Somerton 420.00 40.08 10.48 420.00 40.08 10.48 -
Sproughton 49,573.00 531.78 93.22 49,573.00 536.13 92.46 |- 0.76
Stanstead 9,359.00 142.86 65.51 8,000.00 145.88 54.84 |- 10.67
Stoke by Nayland 11,000.00 282.40 38.95 11,246.00 288.73 38.95 |- 0.00
Stratford St Mary 15,200.00 310.68 48.92 15,500.00 313.51 49.44 0.52
Stutton 11,600.00 324.47 35.75 11,600.00 326.25 35.56 |- 0.20
Sudbury 559,526.00 3,942.27 141.93 574,446.00 4,047.39 141.93 0.00
Tattingstone 8,150.00 223.93 36.40 8,645.00 225.42 38.35 1.96
Thorpe Morieux 1,650.00 106.41 15.51 1,800.00 108.78 16.55 1.04
Wattisham 1,500.00 39.84 37.65 1,500.00 41.88 35.82 |- 1.83
Whatfield 3,334.00 118.08 28.24 3,231.00 120.24 26.87 |- 1.36
Wherstead 2,649.00 111.72 23.71 2,649.00 112.72 23.50 |- 0.21
Woolverstone 2,619.00 94.88 27.60 2,619.00 97.10 26.97 |- 0.63
Total 2,292,206.92 | 30,959.06 74.04 | 2,390,347.95 31,641.28 75.55 151
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PRECEPT FOR EACH BANDING BY PARISH

Valuation Bands
A B C D E F G H
Babergh District Council 95.91 111.89 127.88 143.86 175.83 207.80 239.77 287.72
Suffolk County Council 751.02 876.19 | 1,001.36 | 1,12653| 1,376.87 | 1,627.21| 1,87755| 2,253.06
Police and Crime Commissioner 113.40 132.30 151.20 170.10 207.90 245.70 283.50 340.20
’Qgg“ﬁ’gate of Council Tax 960.33 [1,120.38 |1,280.44 |1,440.49 |1,760.60 |2,080.71 |2,400.82 |2,880.98
equnements
Total Amount of Council Tax for 2015/16
6/9ths | 7/9ths | 8/9ths | | 11/9ths | 13/9ths | 15/@ths | 18/9ths
Parish
Band A Band B Band C Band D Band E Band F Band G Band H
£ £ £ £ £ £ £ £

Acton 1,010.30 | 1,178.68 | 1,347.07 | 151545| 185222 | 2,188.98| 252575 3,030.90
Aldham 969.26 | 1,130.80 | 1,292.35| 1,453.89 | 177698 | 2,100.06 | 2423.15| 2,907.78
Alpheton 977.87 | 1,140.84 | 130382 | 1,466.80| 179276 | 211871 244467 2,933.60
Erwarton 960.33 | 1,120.38 | 1,280.44 | 1,440.49 | 1,760.60 | 2,080.71| 2,400.82 | 2,880.98
Assington 989.69 | 1,154.64 | 131959 | 1,48454 | 181444 | 214434 | 247423 | 2,969.08
Belstead 1,014.03 | 1,183.03| 1,352.04| 1,521.04| 1,859.05| 2,197.06 | 253507 | 3,042.08
Bentley 989.37 | 1,154.26 | 1,319.16 | 1,484.05| 1,813.84| 214363 | 247342 2,968.10
Bildeston 995.07 | 1,160.91 | 1,326.76 | 1,492.60| 1,824.29 | 2,15598 | 2,487.67 | 2,985.20
Boxford 1,005.42 | 1,172.99 | 1,34056 | 1,5508.13 | 1,84327| 2,17841| 251355| 3,016.26
Boxted 965.38 | 1,126.28 | 1,287.17 | 1,448.07| 1769.86 | 2,001.66| 2413.45| 2,896.14
Brantham 993.36 | 1,158.92 | 1,324.48 | 1,490.04 | 1,821.16 | 2,152.28 | 2,483.40 | 2,980.08
Brent Eleigh 97658 | 1,139.34 | 1,302.11 | 1,464.87 | 179040 | 211592 | 244145 292974
Brettenham 983.87 | 1,147.84| 131182 | 1,47580| 180376 | 2,131.71| 245967 | 2,951.60
Bures St Mary 1,004.43 | 1,171.84| 133924 1506.65| 184146 217627 | 251108 3,013.30
Burstall 99223 | 1,157.60 | 1,322.97 | 1,488.34| 1,819.08| 2,149.82| 248057 | 2,976.68
Capel St Mary 1,008.35 | 1,176.40 | 134446 | 151252| 184864 | 2,18475| 252087 | 3,025.04
Chattisham 97253 | 113462 129671 | 1,458.80| 178298 | 2,107.16| 243133| 2,917.60
Chelmondiston 1,001.78 | 1,168.74 | 133571 | 1,502.67 | 1,836.60 | 2,17052 | 2,504.45| 3,005.34
Chelsworth 96753 | 1,128.78 | 1,290.04 | 1,451.29 | 1,773.80| 2,006.31 | 241882 | 2,902.58
Chilton 99527 | 1,161.14 | 1,327.02| 1,492.90| 182466 | 2,156.41| 248817 | 2,985.80
Cockfield 100521 | 1,172.74| 134028 | 1507.81| 184288 2,177.95| 2513.02| 3,015.62
Copdock & Washbrook 996.86 | 1,163.00 | 1,329.15| 1,49529 | 182758 | 2,159.86 | 2492.15| 2,990.58
East Bergholt 1,019.88 | 1,180.86 | 1,359.84 | 1,529.82| 1,869.78| 2,209.74 | 254970 | 3,059.64
Edwardstone 983.11 | 1,146.96 | 1,310.81 | 1,47466| 1,802.36| 2,130.06| 245777 | 2,949.32
Elmsett 981.55 | 1,145.14 | 1,308.73 | 1,472.32| 1,799.50 | 2,126.68 | 2,453.87 | 2,944.64
Freston 970.30 | 1,132.02 | 129373 | 1,455.45| 177888 | 210232 | 242575| 2,910.90
Glemsford 101127 | 1,17981| 134836 1,516.90| 185399 2,191.08| 252817 3,033.80
Great Cornard 1,000.73 | 1,178.02| 134631 151460| 185118 2,187.76 | 252433 | 3,029.20
Great Waldingfield 1,010.24 | 1,17861 | 1,346.99 | 151536 | 1,852.11| 2,188.85| 252560 | 3,030.72
Great Wenham 960.33 | 1,120.38 | 1,280.44 | 1,440.49| 176060 | 2,080.71| 240082 | 2,880.98
Groton 982.71 | 1,146.49| 131028 | 1,474.06| 180163 | 212920 245677 | 294812
Hadleigh 103275 | 1,204.88| 1,377.00| 1549.13| 189338 | 2,237.63| 2581.88| 3,098.26
Harkstead 97521 | 1,137.75| 1,30028 | 1,462.82 | 178789 | 2,112.96| 243803 | 292564
Hartest 991.16 | 1,156.35 | 1,32155| 1,486.74| 1817.13| 214751 247790 | 2,973.48
Higham 960.33 | 1,120.38 | 1,28044 | 1,44049| 176060 | 2,080.71| 240082| 2,880.98
Hintlesham 97253 | 1,13462 | 1,296.71| 1,458.80| 1,782.98| 2,107.16 | 2431.33| 2,917.60
Hitcham 97494 | 1,137.43| 129992 | 146241 178739 | 211237 243735 2,924.82
Holbrook 98421 | 1,14824| 131228 | 1,476.31| 180438 2,13245] 246052 | 2,952.62
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Valuation Bands
A B C D E F G H
Babergh District Council 95.91 111.89 127.88 143.86 175.83 207.80 239.77 287.72
Suffolk County Council 751.02 876.19 1,001.36 1,126.53 1,376.87 1,627.21 1,877.55 2,253.06
Police and Crime Commissioner 113.40 132.30 151.20 170.10 207.90 245.70 283.50 340.20
rgaregate of Council Tax 960.33 |1,120.38 |1,280.44 | 1,440.49 |1,760.60 |2,080.71 |2,400.82 |2,880.98
equirements
Holton St Mary 991.79 1,157.08 1,322.38 1,487.68 1,818.28 2,148.87 2,479.47 2,975.36
Kersey 985.10 1,149.28 1,313.47 1,477.65 1,806.02 2,134.38 2,462.75 2,955.30
Kettlebaston 978.65 1,141.75 1,304.86 1,467.97 1,794.19 2,120.40 2,446.62 2,935.94
Lavenham 1,013.63 1,182.56 1,351.50 1,520.44 1,858.32 2,196.19 2,534.07 3,040.88
Lawshall 973.79 1,136.08 1,298.38 1,460.68 1,785.28 2,109.87 2,434.47 2,921.36
Layham 984.37 1,148.44 1,312.50 1,476.56 1,804.68 2,132.81 2,460.93 2,953.12
Leavenheath 982.07 1,145.74 1,309.42 1,473.10 1,800.46 2,127.81 2,455.17 2,946.20
Lindsey 977.35 1,140.25 1,303.14 1,466.03 1,791.81 2,117.60 2,443.38 2,932.06
Little Cornard 981.84 1,145.48 1,309.12 1,472.76 1,800.04 2,127.32 2,454.60 2,945.52
Little Waldingfield 991.54 1,156.80 1,322.05 1,487.31 1,817.82 2,148.34 2,478.85 2,974.62
Little Wenham 960.33 1,120.38 1,280.44 1,440.49 1,760.60 2,080.71 2,400.82 2,880.98
Long Melford 1,017.59 1,187.18 1,356.78 1,526.38 1,865.58 2,204.77 2,543.97 3,052.76
Milden 971.46 1,133.37 1,295.28 1,457.19 1,781.01 2,104.83 2,428.65 2,914.38
Monks Eleigh 1,006.63 1,174.40 1,342.17 1,509.94 1,845.48 2,181.02 2,516.57 3,019.88
Nayland with Wissington 1,002.39 | 1,16945| 1,336.52| 150358 | 1,837.71| 2,171.84| 2505.97| 3,007.16
Nedging with Naughton 980.19 1,143.56 1,306.92 1,470.29 1,797.02 2,123.75 2,450.48 2,940.58
Newton 990.78 1,155.91 1,321.04 1,486.17 1,816.43 2,146.69 2,476.95 2,972.34
Pinewood 1,023.64 1,194.25 1,364.85 1,535.46 1,876.67 2,217.89 2,559.10 3,070.92
Polstead 992.29 1,157.68 1,323.06 1,488.44 1,819.20 2,149.97 2,480.73 2,976.88
Preston St Mary 988.58 1,153.34 1,318.11 1,482.87 1,812.40 2,141.92 2,471.45 2,965.74
Raydon 999.33 1,165.88 1,332.44 1,498.99 1,832.10 2,165.21 2,498.32 2,997.98
Semer 968.29 1,129.67 1,291.05 1,452.43 1,775.19 2,097.95 2,420.72 2,904.86
Shelley 960.33 1,120.38 1,280.44 1,440.49 1,760.60 2,080.71 2,400.82 2,880.98
Shimpling 984.75 1,148.87 1,313.00 1,477.12 1,805.37 2,133.62 2,461.87 2,954.24
Shotley 1,011.90 1,180.55 1,349.20 1,517.85 1,855.15 2,192.45 2,529.75 3,035.70
Somerton 967.31 1,128.53 1,289.75 1,450.97 1,773.41 2,095.85 2,418.28 2,901.94
Sproughton 1,021.97 1,192.29 1,362.62 1,532.95 1,873.61 2,214.26 2,554.92 3,065.90
Stanstead 996.89 1,163.03 1,329.18 1,495.33 1,827.63 2,159.92 2,492.22 2,990.66
Stoke by Nayland 986.29 1,150.68 1,315.06 1,479.44 1,808.20 2,136.97 2,465.73 2,958.88
Stratford St Mary 993.29 1,158.83 1,324.38 1,489.93 1,821.03 2,152.12 2,483.22 2,979.86
Stutton 984.03 1,148.04 1,312.04 1,476.05 1,804.06 2,132.07 2,460.08 2,952.10
Sudbury 1,054.95 1,230.77 1,406.60 1,582.42 1,934.07 2,285.72 2,637.37 3,164.84
Tattingstone 985.89 1,150.21 1,314.52 1,478.84 1,807.47 2,136.10 2,464.73 2,957.68
Thorpe Morieux 971.36 1,133.25 1,295.15 1,457.04 1,780.83 2,104.61 2,428.40 2,914.08
Wattisham 984.21 1,148.24 1,312.28 1,476.31 1,804.38 2,132.45 2,460.52 2,952.62
Whatfield 978.24 1,141.28 1,304.32 1,467.36 1,793.44 2,119.52 2,445.60 2,934.72
Wherstead 975.99 1,138.66 1,301.32 1,463.99 1,789.32 2,114.65 2,439.98 2,927.98
Woolverstone 978.31 1,141.36 1,304.41 1,467.46 1,793.56 2,119.66 244577 2,934.92
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Foreword from the Leaders of the Councils

We are delighted to introduce the Joint Medium Term Financial Strategy (MTFS) for
Babergh and Mid Suffolk Councils, which covers the period 2015/16 to 2018/19.

The strategy sets out the approach that each Council will take to the delivery of its
strategic priorities and the management of our finances over the next four years.
Whilst we remain two sovereign councils, with two separate budgets and differences
in our financial positions, there are many similarities in our approach to addressing
the challenges we face and opportunities that exist.

We are working together to deliver common strategies and priorities and design new
ways of working differently, although how these will apply to the different localities
and communities may still vary. However, the councils continue to face considerable
financial challenges as a result of uncertainty in the wider economy and constraints on
public sector spending. At the same time though, there are also funding sources and
opportunities that we must fully exploit as part of our new business model.

In this context, and like many other councils, we have to make a number of
sometimes difficult and complex financial decisions. We are both confident that the
two councils’ budgets and approaches we are adopting represent a sound platform for
the medium term, whilst we go about prioritising essential services and minimising
any increase in council tax.

The key driver over the last few years has been the delivery of staff and service
integration to serve both councils. This has already delivered significant savings
across the two councils with the ongoing aim of designing services to maintain
capacity and resilience to ensure that the need for budgetary savings does not
dominate the agenda in a negative way.

However, the savings we have achieved from integration cannot continue to meet all
of the financial challenges we face and changes in the funding model that now
operates.

So, we will be adopting new ways of working that take advantage of the new forms of
incentivised funding, new technologies and new opportunities that are available to
councils. This will allow us to ensure we can meet the priorities set out in our Joint
Strategic Plan and to continue to provide services within a financially constrained
environment.

The vision, priorities and outcomes set out in our Joint Strategic Plan will shape and
inform real choices about the allocation of resources in future. Some of the new ways
of working will involve decisions about how our councils invest valuable resources
(people, money and assets) in particular to aid economic growth.

We are also looking to adopt a mixed approach whereby we deliver some things
directly but also empower communities far more to do things for themselves and
develop solutions with others. The key to this is to engage with communities more
and work through solutions together rather than in opposition to each other.



Everyone we work with and for should be aware of the councils’ strategic plan and this
strategy and that is why we are publishing it to inform our communities and partners
of what the future holds.

Cllr. Jennie Jenkins Clir. Derrick Haley
Leader Leader
Babergh District Council Mid Suffolk District Council



1.

1.1

1.2

1.3

Summary - Key Points

The way we operate, our priorities and resources are changing dramatically. As
part of this, we are developing:

A new business model to enable us to respond to changes in Government
funding that will support the delivery of strategic priority outcomes and
medium term financial sustainability

An investment strategy that maximises incentivised and other funding
streams e.g. New Homes Bonus and Business Rates and that delivers
additional income and savings in the future e.g. doing things on an ‘Invest to
Save’ or ‘Profit for Purpose’ basis

Achieving efficiencies and cost reductions, through collaborative working and
getting the basics right

A clear financial strategy, including a revenue budget and capital investment
strategy that supports the above and sets out how we aim to tackle the
Budget gap over the next 4 years.

The main contents of this document and key aspects of the business model,
investment strategy and financial strategy include:

The financial outlook and picture for the next 4 years i.e. how the general
economic context, public sector spending constraints and the local strategic
context impacts on what we do and how we do it

Current forecasts, which will inevitably change over time, of what savings
and additional income will be needed

Our response to this, including aligning resources to the councils’ new
strategic plan priorities and essential services

How we plan to transform service delivery, behave more commercially and
adapt to the new funding arrangements and business model.

Key financial headlines:

Funding through Revenue Support Grant from the Government, which
currently stands at £4.6m across both councils, will reduce year on year and
is likely to disappear by 2019 or 2020

Due to annual cost pressures and other things that impact on the Budget of
each council, we estimate that further savings/additional income of around
£7m will be needed by 2018/19

Babergh’s financial position is showing a higher current and forecast funding
gap so more action and intervention is likely to be needed to achieve
financial sustainability in the medium term than for Mid Suffolk. Both councils
will, however, need to transform what it does as the funding challenges are
significant for both councils.

Transformation Funds of around £6m are available currently to invest in
changing our business model and generate economic growth

New homes and economic growth will have to make a significant contribution
towards this Budget gap



e Growth in Business Rates income and the Suffolk rates pooling arrangement
could make an important contribution towards delivering the councils’
strategic priorities and the financial strategy

¢ An Investment & Prudential Borrowing strategy that is based on ‘Invest to
Save’ and 'Profit for Purpose’ principles

e An overall strategy that focuses on providing new Housing, jobs and
economic growth by working with communities and other partners.



2.1

2.2

2.3

2.4

2.5

2.6

Purpose of the MTFS

This Medium Term Financial Strategy (MTFS) provides a high-level assessment
of the financial resources required to deliver the councils’ strategic priorities
and essential services over the next 4 years. It sets out how the councils can
generate and use these resources within the financial context and constraints
likely to be faced.

Like all local authorities, Babergh and Mid Suffolk’s MTFS is influenced by
national government policy, funding changes and Government spending
announcements.

The Government have not yet announced detailed spending plans for the
financial years 2016/17 onwards. This MTFS therefore is subject to these and
any other factors and uncertainties that will affect the overall strategy and
detailed actions.

It must be stressed that we are two sovereign councils, with two separate
budgets - as shown in the ‘summary of our financial position’ section of this
document. There are, however similarities in our approach to meeting the
financial challenges.

We are therefore working together to build common strategies, and to share
learning from one another in designing new approaches, although how these
approaches apply to the different localities and communities in Babergh and
Mid Suffolk, may still vary.

There are key links between the MTFS and other plans and strategies and a
coherent joined up approach to each of these is essential:

Strategic Plan

Priority
Outcomes

Treasury Business Model
Management and Investment
Strategy Strategy
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National Economic Context
The UK economy

The UK economy has gained momentum through 2014, GDP growth is stronger
and there are early signs that growth is balanced across the main sectors of the
economy.

The factors which impinged on UK growth are abating, but external risks
remain. The Bank of England projects growth of 3.5% in 2014, 2.9% in 2015
and 2.6% for each of the following two years. This outlook is significantly better
than previous forecasts and puts the UK ahead of other economies in Europe.

CPI annual inflation for October 2014 was 1.3% (RPI 2.3%). The Bank of
England’s latest near-term outlook for inflation is materially lower than
previously. A rapid return of CPI to its 2% target is not expected and there is a
risk of CPI falling below 1%.; projections show it returning to 2% only towards
the very end of the 2 year forecast period. Although they are not permanent,
the forces subduing inflation today are likely to persist for some time.

Monetary policy has a critical role to play in supporting the economy with the
Monetary Policy Committee (MPC) continuing to maintain Bank Rate at 0.5%.
Markets still expect the Bank Rate to increase, but to a more limited extent and
at a more gradual pace than they did previously. Our treasury advisors forecast
that it is expected that this will change during 2015 but is likely to only
increase by small margins:

Sept 15-0.75% — Mar16-1% — Sept16-1.25% — Dec 17 -1.75%
Government borrowing and spending

The Government’s continuing intention to reduce the UK’s current budget deficit
and level of debt, through public spending control, is well documented.

The Chancellor’'s Autumn Statement in December 2014 made it clear that the
austerity programme to reduce the structural deficit will need to continue, and
on the same trajectory for a number of years. This statement along with the
continued commitment to protect services such as the National Health Service,
education and support for social care, will almost certainly continue the
pressure on the local government sector’s overall national budget and
potentially hit district councils harder than others - as has been the case in the
past.

Future borrowing and spending will be affected by general economic conditions
and Government priorities, which could also depend on the General Election
result in May 2015. The Councils will have to review the impact of the planned
spending review in 2015 following the election.
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The changing landscape of local government funding

There is now a new era in the way that local government is funded. The
Government has introduced:

e Incentivised Funding - New Homes Bonus introduced in 2011 and other bids
for funding increasing such as Transformation Challenge Awards

e The Business Rates Retention Scheme and Local Council Tax Reduction
Scheme in April 2013

e Council Housing - the HRA self-financing regime, ending the housing
subsidy system and giving more freedom and flexibilities to councils.

Core funding from Revenue Support Grant is reducing year on year and is
expected to disappear by 2019 or 2020. Councils are likely, therefore, to
become reliant on locally generated income and incentivised funding over the
next 4-5 years.

Council tax income continues to be the main source of funding, in total value,
for councils. Decisions around freezes or any annual increases are an important
part of the financial strategy.

Other key income sources, in addition to the (significantly reducing) Revenue
Support Grant, are as follows and these funds are predicated on the two
councils following through on their growth strategy and policies:

e Business Rates Retention

Business rates retention will affect councils, as future changes to the level of
business rates yield now directly impact on council funding levels, with both the
risks and rewards of business rate growth (or contraction) being shared
between central government, and local authorities - 40% retained by district
councils.

In order to help manage this risk, and to maximise the potential amount of
business rates that are retained within Suffolk, Suffolk County Council and each
Suffolk district/borough council (other than Suffolk Coastal in 2015/16) have
entered into a business rates pooling arrangement where a percentage of the
business rates collected by each councils goes into a single pool. The financial
benefits are shared between councils and a proportion used to support
collaborative ventures that will achieve economic growth in the region.

¢ New Homes Bonus

The New Homes Bonus (NHB) scheme provides local councils with funding that
can be used on any council activity or service (it is not ring-fenced for housing).
Both Babergh and Mid Suffolk have put most of the money received to date into
a Transformation Fund, to deliver the outcomes and priorities set out in the
Joint Strategic Plan.
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Growth in the number of new homes built compared to the
current/historic annual levels is one of the key drivers of the council’s
new business model. Current levels of new homes will not meet the
forecast funding gaps over the next 4-5 years.

The amount received is based on the national average council tax band on each
additional property built in the council’s area, or on each long-term empty
property that is brought back into use, and is paid for the following six years.
New homes also increase the Council Taxbase.

The assumptions in this MTFS is that NHB will continue beyond 2016/17 (but
flatten out as each annual 6 year funding period comes to an end and is
replaced with a new year) and continue to be funded by central government
taking this off revenue support grant (‘top slicing’) or by retaining a proportion
of Business Rate monies that otherwise would be available locally.

e Additional Income

We must, wherever possible, generate as much additional income as we can
from our activities and ‘Invest to Save’ in our future in order to achieve funding
levels that will deliver our strategic priorities and essential services.

We will do this by using the Transformation Funds as one-off money to do
things differently, better and enter into more commercial ventures e.g. private
rented sector, borrowing to invest to generate ‘profit for purpose’ and other
new ways of doing business better.

The degree of success of this approach is absolutely paramount to
future funding and service provision as, without this additional income,
cuts to services or service standards will be needed over the next few
years.

The Funding Gap

A number of scenarios have been modelled, based on different assumptions
and these will be reviewed and updated over time, specifically when the
Government’s next spending review is completed in 2015.

The following charts illustrate the different forms of funding and how these are
likely to change over the next 4 years under two scenarios:

A - Shows the use of funding and the annual deficits (the funding gap) if we do
nothing i.e. growth continues at recent historic rates

B - shows the use of funding and the impact on annual deficits (the funding
gap) if we generate additional income and make savings/cost reductions
totalling 5% of the net annual Budget of approx. £10m and build 200 more
homes a year.
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Based on scenario B, this would result in annual funding gaps being addressed
(other than in 2018/19 for Babergh), but there would still be a reliance on new
homes bonus income and Section 31 business rates grant. Further steps to
increase income and/or reduce costs would still, therefore, be needed as part of
the transformation programme in order to achieve medium term financial
sustainability.

These forecasts will change over time as the Council’s plans develop and
respond to Government policy and funding decisions and announcements.

Babergh District Council A
14 -
Overall (do nothing)
Budget
1.5m
H Deficit
2.5m
An-mo-unt H Surplus
(Millions) NHB/Brates
4.7m E NHB
H C/TAX
2.2m
29m H B/RATES
0.1m
14/15 15/16 16/17 17/18 18/19 HRSG
Financial Year
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Mid Suffolk District Council A

Overall (do nothing)
Budget

101 5om M Deficit
8 .
An.ro.unt ® Surplus
(Millions) NHB/Brates
6 4
58m ENHB
4 .
H C/TAX
2 .
- H B/RATES
0
14/15 15/16 16/17 17/18 18/19 ERSG
Financial Year
Babergh District Council B
14 +
12
10 - H Deficit
M Surplus NHB/Brates
Amount 8
(Millions) L1 Additional
6 - income/Savings
i NHB
4 _
H C/TAX
2 1 H B/RATES
0 M RSG

14/15 15/16 16/17

Financial Year

17/18

18/19
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Amount 8

(Millions)

Mid Suffolk District Council B

14/15

15/16

16/17

Financial Year

17/18

M Deficit

H Surplus
NHB/Brates

LI Additional
income/Saving
s

E NHB

H C/TAX
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A new Business Model - Responding to the financial
challenges and opportunities

The Government’s new arrangements for funding local government present
local authorities with a higher degree of uncertainty and risk than the previous
arrangements. On the other hand, local authorities are now more able to
control the level of funding they receive, due to the links to new commercial or
housing development that they encourage and incentivise in their local areas.
This presents Babergh and Mid Suffolk with both challenges and opportunities.

In terms of challenges, core Government funding is reducing with the
expectation that Revenue Support Grant, which currently amounts to £4.6m
across both councils, will disappear over the next 4-5 years.

Both Councils’ financial position is based on each of our differing financial
circumstances, local demand and opportunities. It is also all about our policies
and strategies that affect growth, income, our approaches to service provision
and a lot more.

We need to get these things right as part of our new business model, plans and
engagement with the communities we serve. Understanding and operating this
new business model is key to future success and financial sustainability.

The ‘summary of our financial positions’ section of this document details each
council’s individual financial standing. The following section provides an
overview of the local context in which both councils need to operate.

A new business model
In high level terms, this comprises:

¢ Maximising income and one-off/temporary/ongoing incentivised funding

e Using this one off/temporary money to generate ongoing funding and
income streams

¢ Not simply monitoring and managing resources and what we spend but
‘resource weaving’ to make sure that the funds that are available work
together, complement each other and produce the maximum outcomes
across different activities

e Exploring and seizing new opportunities and ventures that are new and
innovative and that will deliver a rate of return on investment that supports
the MTFS

e Being more commercial, using prudential borrowing and other available
funding to deliver ‘profit for purpose’ and new income streams.

14
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For the new business model to be a success will require a strong
commitment to this new way of working, a radical change in thinking
for Members and Officers and decisions that will deliver what is
required.

In practical terms, this will mean achieving further efficiencies and making sure
what we do is effective and has impact, managing demands on our services
from residents (including a commitment to channel shift) and spending only on
things that achieve our strategic priorities and essential services.

How we are responding to the changes

The reduction and shift to incentivised funding instead of the more certain core
funding that has been received in the past requires a broad strategic response
and business model. This includes, for example, targeting our funding to deliver
new sources of income and increase output of homes and businesses.

So, capital and one off funds are critical and need to be linked into our future
delivery plans (including Council Housing funds because a proportion of growth
is dependent on these and external funding e.g. from the HCA for new homes).

Linked to this, we are adopting a Priority Based Resourcing (PBR) approach to
aligning and using future resources. As we go through successive PBR
processes and change the way we analyse what we are spending our money on
- then we will be able to analyse/split our core spend into:

1. Corporate core (the things we have to do/provide to just keep the Councils
running) - which we will seek to minimise.

2. Costs of things we must do - essential/statutory services which we will
make more efficient and cost effective.

3. Costs of things that achieve our priorities (some of which will generate new
sources of funding e.g. growth).

4. Pure income generating activities.

In order to make the shift - we need to invest in capacity and use funds set
aside for transformation (standing at £6.8m across both councils currently) to
create capacity to manage and deliver this change activity. In addition, we
plan explicitly to use some of this to fund some specific transformation projects
e.g. maximising use of digital technology, public access and our customers’
experience, which are the big critical enabling issues.

We need to create the capacity and skills in the organisation to deliver on all
fronts simultaneously - so some of that spend needs to be on delivery capacity,
where it is needed. This is about getting the basics right as well as our
transformation programme.

Our Overall Strategic Response

The changing business model has led us to embark on a transformation
programme to address the challenges we face and the opportunities

15
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Based on the issues and approaches set out in the previous section and whilst
recognising that Babergh and Mid Suffolk are separate councils with their own
individual budgets and requirements, the councils’ joint response to the
challenges we face and the opportunities we need to grasp are based on six key
actions:

1. Aligning resources to the councils’ new strategic plan and essential services.

N

. Continuation of the shared service agenda, collaboration with others and
transformation of service delivery.

. Behaving more commercially and generating additional income.
. Considering new funding models (e.g. acting as an investor).

. Encouraging the use of digital approaches for customer access.

A U1 A~ W

. Taking advantage of new forms of local government finance (e.g. new homes
bonus, business rates retention).

Further details on each key action are provided below:

Aligning resources to the councils’ new strategic plan and
essential services

So far both councils have addressed the need for financial savings by sharing
the burden across a range of services and meeting savings ‘targets’ for
different parts of the council by reducing budgets (including ‘salami slicing”)
cutting out waste, joint procurement and partnership work and reducing staff
levels.

In this MTFS, the councils will instead allocate their individual resources in line
with the joint priorities set out in the Strategic Plan 2014-19 and to essential
services. We will use what we call a ‘Priority Based Resourcing’ approach to do
this.

We will identify key areas of the councils’ current activities which could be
approached differently and others that could be scaled back. We will also focus
on further opportunities for the generation of additional income.

Future Budgets and resource allocation will look at both high priority and lower
priority activities, and challenge whether the councils should continue with
certain activities either at all, or in their current form?

The MTFS links to the changing role of local government from direct provision
and a reactive approach to an enabling and preventing one. This will start to

inform the allocation of each councils’ available resources and the strategy is

based on two key assumptions:

¢ Changing needs - challenging the presumption of public services’ role as

meeting needs rather than developing and working with people and assets
within communities

16



e Preventing and reducing demand - there are fewer resources and a history
of rising demands on public services; we cannot resolve this challenge by
trying to do the same things with less money.

Continuation of the shared service agenda, collaboration with
others and transformation of service delivery

Integration has already delivered significant savings for the two councils, which
is in addition to local savings made by each council alone.

However, there is now a need for a more radical transformation of how we
operate and what we do (or don't do).

Also, sharing services has to be wider than just the two councils. A key part in
achieving the shift in thinking and working will be the importance of working
differently not just across the whole of Suffolk but also our partners (statutory,
private, community, voluntary and not-for profit). We are building new working
relationships where influence is more important than control.

As part of a Suffolk-wide bid, significant Transformation Challenge Award (TCA)
Funding of £3.6m (plus flexibility on using capital receipts) for further
collaborative working across Suffolk to change the way we do things and to
provide a joint legal service between Suffolk district/borough councils.

Behaving more commercially and generating additional income

A key theme running through the work needed to deliver our outcomes is
behaving more commercially. The need for thinking and acting more
commercially and understanding that this has a significant part to play in
delivering a sustainable MTFS.

The two councils cannot continue to behave in all areas as if they are monopoly
providers of services, as this is no longer sustainable in the current or future
funding climate. This future MTFS therefore relies far more on commercial
behaviours being adopted in a humber of areas of the councils’ business.

Considering new funding models (e.g. acting as an investor)

Both councils have a long tradition of investing in their communities and look to
continue to do so, in support of the delivery of their shared strategic priorities,
and in particular to aid economic growth across the two districts.

Limited capital and revenue reserves and increased pressure on external
funding mean that the councils may want to consider investing away from the
traditional funding models such as using its own reserves. Instead focus is now
on the use of:

e Prudential borrowing, securing a rate of return of this

e Joint ventures, sharing the investment required
e ‘Invest to Save’ - investing incentivised funding.

17



In order to generate new cash into the authorities means that borrowing, in
order to create additional income, is something that both councils will explore.

Prudential borrowing can be used to achieve our strategic objectives. The use of
borrowing (with no security to a particular council asset) is both flexible and
relatively straightforward.

Increased investment through borrowing is likely over the medium to long term
for both authorities if we are to deliver both additional income (through a rate
of return on the investment) and strategic priority outcomes. Each investment
opportunity/project will need careful assessment of the risks and benefits, the
affordability of the annual borrowing costs, the estimated rate of return and the
associated risks.

There are two costs associated with borrowing:
e annual servicing of the debt - the interest payable on the loan; and

e annual repayment of the loan/capital - effectively through a minimum
revenue provision (MRP).

Currently, these would be in the region of 4.5% interest (based on a Public
Works Loan Board -PWLB, rate over 25 years) and 4% MRP. In order to assess
each project on an equal and consistent basis, a target 5% additional internal
rate of return (IRR) is considered appropriate in addition to the cost of
borrowing (in this case, 13.5% (4.5% + 4% + 5%). Naturally a change in
interest rate or MRP rate would change the overall target rate of IRR.

So, for example, we would look for a £10m investment generating a £0.5m a
year return.

The choice of funding model for each investment opportunity/project will be
based on their individual merits and the financial return/costs associated,
including the comparison to the agreed target internal rate of return and overall
risk exposure as part of each business case assessment. Any decision to invest
or borrow would be subject to full scrutiny by councillors, through the usual
democratic process.

Encouraging the use of digital forms for customer access

The implementation of our Customer Access Strategy is an important part of
our next phase of development and is inextricably linked to the need for
commercial thinking and wider savings programme. Customer Services, and
the way that other services interact with it, must have a clear approach to
manage demand and to reduce overheads through encouraging people to self-
serve online.

This will enable us to:

e establish a single view of customer transactions and history;

e enable customers to do more of their business with the council online;
e enable partnership working between other councils.

18
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There will always be some customers who cannot access our services online -
whether because they have limited access to the internet, or because they are
unfamiliar with this technology. These customers will always be able to reach us
in the traditional way. Our goal, though, is to encourage those people who can
do their business with us online to do so.

In addition to making customer contact easier to handle, this solution can
automate many of the duplicated tasks council employees normally perform
when handling customer contact, thereby reducing call times and improving the
quality of service.

Redesigning our services and customer access is a significant and ambitious
programme of work for both councils that will serve as a catalyst to drive wider
organisational change. We do not underestimate the scale of this project.

Taking advantage of new forms of local government finance (e.g. new
homes bonus, challenge award funds, business rate retention)

These new forms of local government finance have now become the key
sources of income for councils and it is assumed that will be the case in future.
The councils will therefore take the opportunity to grow our own funding
through a strong, and growing, local economy alongside the skills, housing and
infrastructure to sustain it.

Links to our Joint Strategic Plan

The above actions are all linked to our 'Smaller, Swifter, Smarter’ philosophy
that is set out in our joint Strategic Plan, which encompasses:

¢ Growing the local economy, jobs and homes - to maximise our income
from New Homes Bonus, business rates, rents and council tax revenue
through encouraging local sustainable economic and housing growth and
being “open for business”

e Priority-based resourcing - to ensure that all our financial and human
resources are targeted on our priorities and outcomes and are used
efficiently and effectively to ensure maximum impact

e Transformation and innovation - to transform the way that we work in
order to reduce our costs or achieve more with our available resources by
doing things in new and different ways

e A business like and commercial approach - to be more business-like and
to invest in commercial ways of working to maximise social, economic,
environmental or financial return on our investment

e Investing to save and grow - to refocus our expenditure and investment
and to deploy our human resources to, generate savings or grow our income
- to use a project costing and benefit capture methodology to enable us to
monitor our performance in this area

e Sharing and collaborating - to look for and develop opportunities to
increase income or derive savings through working with others
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e Strategic commissioning - to commission services strategically so that
where we are not delivering services or undertaking our activities within the
councils our partners and contractors are focused on and rewarded for
achieving our strategic priorities and outcomes as well as providing value for
money

e Demand management - to understand the cause of costs or income
associated with the demands that our organisations face and to work with
others to reduce these costs or increase income

Investing in Our Strategic Priorities and future

This is our key focus, to ensure the councils and our communities thrive
together. Linked to the new business model, we will invest to deliver better
outcomes and aim to generate additional income.

Funding and Investment Opportunities

We can do this both through prudential borrowing and using our
Transformation Funds to support our delivery plans, new funding models and
innovative/different ways of working. We have set aside £6.8m in the
Transformation Fund in 2014/15.

An illustration of the New Homes Bonus that would be received over the next 4
years, based on past historic growth of around 800 homes per annum across
both councils and growth assumptions (and depending on how the bonus will
continue in future years, which depends on Government policy) is shown
below:

Year Babergh Mid Suffolk
Past Additional Past Additional
Historic 200 Historic 200
growth homes a growth homes a
continues year continues year
£m £m £m £m
2015/16 1.6 1.6 2.2 2.2
2016/17 2.0 2.2 2.6 2.8
2017/18 2.1 2.5 2.6 3.0
2018/19 2.2 2.8 2.6 3.2
Total 7.9 9.1 10.0 11.2

(There are risks and great uncertainty about this funding continuing beyond
2016/17 and the bonus could stop or reduce from 2017/18 onwards.)

The growth increases indicated above illustrate that this increase (+ the
additional council tax income would only make modest inroads on the funding
gap of £7m, although our overall investment and income generation strategy
and delivery plan projects are also expected to contribute towards the funding

gap.
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We would need to dramatically increase the number of new homes to make
good the funding gap or make a significant contribution towards it. In very
simple terms, each new home or empty home returned to use results in
between £1,000 and £1,200 being received by the councils. So, bridging the
funding gap of nearly £7m, taking into account additional council tax, would
need over 5,000 more homes over the next 4 years.

Growing this funding is, therefore, paramount but is dependent on
communities, the councils and others working together. It also depends on the
wider housing economy, labour and material supply/shortages.

In relation to the potential for additional business rates income, this will depend
on economic growth and variations in the annual rate yield. This would add to
the amount of funding available for transformation and projects, which would
contribute towards the funding gap.

In relation to future prudential borrowing, our delivery and investment plans
are still to be worked up and finalised but significant borrowing and investment
could deliver much needed additional income streams.

Council Housing Funds

In relation to Council Housing, the Housing Revenue Account (HRA) Business
Plans present a very positive financial picture over the longer term (a thirty
year period as required under the self-financing regime) but there are short to
medium term challenges.

These challenges can be met by following a policy of investment in existing or
new homes, which is sustained by rental income and convergence with Housing
Association rent levels and similar Council homes at equitable rent levels. In
addition, we aim to:

e Make best use of our assets — working within the Housing Asset
Management Strategy and Housing Asset Management Group we are
identifying high value, high cost, low demand properties for disposal at
tenancy end. Funds will be ring fenced for investment in additional homes

e Convert a small number of social rents to affordable rent levels on change
of tenancy to achieve HCA Grant criteria

e Working in partnership with Suffolk County Council, develop models to
deliver specialist housing schemes - dementia care and supported housing
for autism/learning difficulties on County land using HRA funding

e Seek efficiencies and value for money in service delivery and reviewing our
approach to repairs and maintenance/asset management services

e Take a commercially minded approach to HRA business planning including,
being flexible in our methodology for rent increases, reviewing and
realigning capital programme expenditure and using our resources with
partner’s resources to create the right solutions for tenants and
communities.
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The Government has applied a cap to the amount that Councils can borrow
through the HRA. This means that borrowing levels are restricted. For both
Councils, supporting spending of RTB receipts, building new council homes and
investing in the maintenance and improvement of council homes is achievable
within current borrowing headroom.

Currently, the estimated funds to support our housing investment strategy are:

e Borrowing headroom within the Government’s overall debt cap, which is
higher for Babergh than Mid Suffolk (Babergh £11.4m; Mid Suffolk £4.1m).
Additional borrowing under Round 2 of the Housing Revenue Account
Borrowing Programme has been granted for 2015/16 and 2016/17, totalling
£3.580m for Babergh and £2.898m for Mid Suffolk.

e Surplus annual funds from the HRA for investment in new and existing
homes due to the new self-financing freedoms given to councils.

The forecast position on available investment funds (over the next 4 years)
relating to the above is summarised below:

Year Babergh Mid Suffolk
£m £m
2015/16 16.8 8.5
2016/17 17.2 4.2
2017/18 19.8 4.8
2018/19 21.6 4.8

Appendix B sets out further details of the current HRA Business Plan, with
detailed figures for the next 5 years and summarised forecasts over the
following 20 years (in 5 year tranches).

Links to Our Overall Delivery Plans

We have developed an ambitious set of projects and an overall delivery plan to
reflect our strategic priorities, investment and funding strategies. This will
change over time but some examples of the projects that link to the ‘invest to
save’ and ‘profit for purpose’ business model in order to provide potential
revenue generation are provided below. These will be subject to business cases
and cost benefit appraisals:

e Providing New Homes, including delivering outcomes on strategic sites
e Develop market towns

e Strategic asset management framework — acquisitions, disposals and asset
utilisation through collaborative working

e Community Infrastructure Levy

e Renewal Energy Programme e.g. PV Panels on Council properties
e Private Sector Rented Housing

e New Waste and Recycling initiatives
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Summary of our financial positions
Revenue Budget Strategy

The approach taken to financial management over the period of the Medium
Term Financial Strategy (MTFS) seeks to achieve the following objectives:

e keeping council tax low and at an affordable level;
e deliver the necessary savings to continue to live within our means;
e continuously improve efficiency by transforming the ways of working;

e ensure that the financial strategy is not reliant on contributions from
essential minimum working balances; and

e maximising revenue from our assets and investment.
Key aspects of the funding position and the MTFS forecasts

There are limitations on the degree and to which both Councils can produce
medium term financial projections as there are huge uncertainties.

It is important to remember that these financial forecasts have been produced
within a dynamic financial environment, based on ever changing assumptions
and that they will be subject to significant change over time. Having regard to
these variables and uncertainties, the revenue position for each council as
currently forecast is summarised in the table below and detailed further in
Appendix A.

Although there are similarities in each council’s financial position, both now and
in the future, there are also differences. Based on the draft 2015/16 Budget for
each council, Babergh’s financial position is showing a higher current and
forecast Budget gap so more action and intervention is likely to be needed to
achieve financial sustainability in the medium term than for Mid Suffolk. Both
councils will, however, need to transform what it does as the funding challenges
are significant for both councils.

Annual savings required to achieve a balanced budget (without reliance on New
Homes bonus)

Annual savings Babergh Mid Suffolk Combined
£m £m £m
2015/16 1.8 0.5 2.3
2016/17 2.8 (+1.0) 1.2 (+0.7) 4.0 (+1.7)
2017/18 3.5 (+0.7) 2.1 (+0.9) 5.6 (+1.6)
2018/19 4.3 (+0.8) 2.8 (+0.7) 7.1 (+1.5)

Both councils medium term financial projections include the following key

budget assumptions, detailed below. Budget assumptions will continue to be

reviewed and updated as economic indicators change.
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Key assumptions in the MTFS:

Type of Expenditure 2015/16 2016/17 2017/18 2018/19

BDC |[MSDC [BDC |[MSDC |BDC | MSDC | BDC | MSDC

General Inflation/utilities 2% 3% 3% 3%

Fees and Charges 2% 2% 2% 2%

Employee pay increase 2.2% 3% 3% 3%

Employer’s pension contn.

based on actuarial 18.4% | 17.7% | 18.4% | 17.7% 18.4% 17.7% | 18.4% | 17.7%

valuation

Allowance for general

underspends/savings (incl. £250k £250k £250k £250k

vacancy savings) - approx.

2.5% of Budget

Transport Fuel 2% 3% 3% 3%

Return on Investments 0.75% 1.25% 1.5% 1.75%

Grant reduction as % of

RSG (reducing balance) -£0.7m -£0.5m -£0.5m -£0.5m

General Fund minimum working balance

Each council is required to maintain adequate financial reserves to meet the

needs of the authority. The reserves we hold can be classified as either working
balances - known as the general fund balance, or as specific reserves which are
earmarked for a particular purpose - known as earmarked reserves.

The councils each hold general fund balances as a contingency to cover the cost

of unexpected expenditure or events during the year. The council’s policies
regarding the level of general fund are as follows, to hold a balance of:

These amounts equate to approx. 10% to 12% of net ‘core’ expenditure at the

Capital Investment Strategy - Summary position

Appendix C shows the current 4 year planned capital programme for 2015/16
to 2018/19, together with information on the funding of that expenditure (i.e.
borrowing, grants and contributions, use of earmarked revenue reserves and

6.6
6.7
e £1.05m for Mid Suffolk; and
e £1.15m for Babergh
6.8
2014/15 Budget level.
6.9
usable capital receipts reserve).
6.10

We have not yet finalised, however, the new projects that will result from our
new Investment Strategy will be added to the capital programme in 2015 and
future years, based on the new funding and business model. In the interim, we
have added a provisional sum of £25m to each council’s 2015/16 programme
for potential projects and prudential borrowing relating to these.
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6.11

6.12

6.13

6.14

6.15

Capital Investment — Alternative sources of funding

Both councils have a long tradition of investing in their communities.
Depleting capital and revenue reserves and increased pressure on external
funding pots mean that the Councils will use new funding options to invest in
the future.

Focus is, therefore, now on the use of;

e Investment that secures a rate of return of the Councils’ funds/borrowing;

e Joint ventures, sharing the investment required; or

e Borrowing, introducing new funds into the Council.

Investment opportunities will be subject to a business case and risk assessment
to ensure that the decision to implement the project is sound and that the

Council can not only afford the long terms implications of each project but that
it also maximises returns within manageable risk.

With this in mind, each business case that comes forward will aim for a 5%
minimum internal rate of return over and above the cost of borrowing/other
costs.

Council Housing

The proposed Capital Programme headlines for 2015 - 2020 are:

Expenditure Babergh | Mid Suffolk
£m £m
Housing Maintenance Programmes 23.6 25.7
New build (HCA programme) 3.4 5.0
New build (Additional Borrowing) 5.3 3.0
RTB receipt funding 7.5 8.9
Total 39.8 42.6
Financing
Capital receipts disposals and RTB receipts and 0.8 3.0
HCA Grant
Revenue Contributions 35.4 35.9
Borrowing 3.6 3.7
Total 39.8 42.6
Remaining Borrowing Headroom (31/03/20) 14.8 3.3
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6.16

6.17

6.18

6.19

6.20

6.21

6.22

6.23

In relation to debt repayment set asides, the HRA business plans are currently
based on not setting aside any capital receipts towards debt on sold council
houses or for maturity debt repayment in the longer-term. The position on this
in relation to future HRA Business Plans is to be reviewed during 2015 with the
Council’s treasury advisors.

Treasury Management Strategy

Each Council’s capital and revenue budget plans inform the development of
their Treasury Management and Investment Strategies, which are agreed
annually as part of its budget setting report. The Treasury Management
Strategy sets out borrowing forecasts/limits and who the Council can invest
with.

We have reviewed the strategy to align to the Joint Strategic Plan, Our Delivery
Plans, this MTFS and the new business model. Prudential Indicators relating to
the current Treasury Management Strategy are shown in Appendix D.

Prudential Borrowing

Councils can borrow to provide new assets, invest in community facilities and
services and maintain assets. They can also borrow to invest in new funding
models that will both provide new assets and deliver a rate of return. This is
part of the new business model that is being adopted. Investment will only be
made were it delivers the councils’ strategic plan priority outcomes and an
agreed rate of return.

Specific investment plans will be reflected in future Budgets and capital
investment programmes. Whilst these are being worked up, each council has
included £25m in the 2015/16 capital programme to cover potential schemes
next year. Further sums can be added to future years as part of the annual
financial planning process.

Managing Risks

In setting the revenue and capital budgets, both councils take account of the
key financial risks that may affect their plans but there is increasing future
uncertainty as a result of the changes that are taking place and the new
business model.

An awareness of the potential risks and the robustness of the budget estimates
informs decisions about the level of working balances needed - in order to
provide assurance that the councils have sufficient contingency reserves to
meet unforeseen fluctuations and changes.

Capital Receipts
An important part of the funding arrangements for the capital programme is the
disposal of surplus assets. Asset disposals have been affected by the recession

and the current estimated level of income from asset disposals over the period
2015/16 to 2018/19 is limited.
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6.24

6.25

6.26

In line with the business model, a more active asset management, disposal and
acquisition and strategy is being adopted to support the MTFS.

Earmarked Reserves
The councils each hold earmarked reserves, which are earmarked for a
particular purpose and are set aside in order to meet known or predicted future

expenditure in relation to that purpose.

The level of earmarked reserves at the end of 2014/15 is expected to be as
follows:

e £2.4m for Mid Suffolk; and
e £1.5m for Babergh

The planned additions and use of these reserves over the period covered by
this strategy is shown in Appendix E.
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Appendix A
General Fund Revenue Budget Summary/Forecasts - Babergh
(Note: the forecasts for 2016/17 onwards are illustrative and actual budgets will be reviewed and

determined by the Council annually).

Line | Description 2014/15 | 2015/16 2016/17 | 2017/18 | 2018/19
Budget | Budget Forecast | Forecast | Forecast
£000 £000 £000 £000 £000
la | Core Budget 9,671 10,139 10,750 11,042 11,542
1b | Grants to parishes (LCTS) 188 125 62 0 0
2 Integration costs 250 49 0 0 0
3 Transformation Fund - 1,916 216 0 0 0
Delivery Plan Projects
4 | Total Planned Net 12,025 10,529 10,812 11,042 11,542
Expenditure
Funding Deficit 416 959 1,695
Savings required (NHB
discounted as temporary)
5 |2016/17 (2,817)
6 |2017/18 (3,460)
7 |2018/19 (4,296)
Funding:
8 Integration Reserve (250) (49) 0 0 0
9 Other Earmarked Reserves 0 (95) 0 0 0
10 | New Homes Bonus - fixed (208) (208) (208) 0 0
term posts
11 | Transformation Fund - (1,916) (216) 0 0 0
Delivery Plan projects
12 | Transformation Fund - (779) (1,579) (2,193) (2,501) (2,601)
Programme Resources &
Core Budget
13 | Government Support
(a) Baseline Business (1,905) (1,941) (1,998) (2,048) (2,099)
Rates
(b) B/Rates — (150) (150) (150) (150) (150)
growth/pooling benefit
() Revenue Support (2,263) |  (1,645) (1,127) (644) (187)
Grant
14 | Collection Fund (surplus) (100) (94) (100) (50) (50)
/deficit
15 | Council Tax (4,454) (4,552) (4,620) (4,690) (4,760)
16 | Total Funding (12,025) | (10,529) (10,396) | (10,083) (9,847)
17 | Council Taxbase +2.2% +1.5% +1.5% +1.5%
18 | Band D Council Tax £143.86 | £143.86 TBA TBA TBA

Line 3 - Allocated each year — but actual expenditure will take place over 2 or more years

Line 13 (¢) - Includes council tax freeze grants of £213k in 2014/15, which will cease after 2015/16
and could result in a lower RSG levels in 2016/17 onwards than indicated
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Appendix B

Council Housing Revenue Account (HRA) Business Plan — Babergh

Babergh DC 30 Year Business Plan 2.7%
Year 2015.16 | 2016.17 | 2017.18 | 2018.19 | 2019.20 | 2020-2025 | 2025-30 2030-35 2035-40 2040-45
Years 11- Years 16- | Years 21- Years 26-

£'000 1 2 3 4 5 Years 6-10 15 20 25 30
INCOME:
Total Income 16,940 | 17,502 18,195 18,711 | 19,595 104,835 121,152 139,543 160,725 185,118
EXPENDITURE:
General Management -2,375 -2,424 -2,485 -2,547 -2,611 -14,065 -15,913 -18,004 -20,370 -23,047
Special Management -1,079 -1,106 -1,134 -1,162 -1,191 -6,418 -7,261 -8,215 -9,295 -10,516
Bad Debt Provision -200 -336 -348 -358 -375 -2,006 -2,320 -2,674 -3,082 -3,551
Responsive & Cyclical Repairs -2,219 -2,293 -2,351 -2,409 -2,470 -13,391 -15,162 -17,154 -19,409 -21,959
Total Revenue Expenditure -5,874 -6,160 -6,317 -6,476 -6,646 -35,879 -40,656 -46,048 -52,155 -59,074
Interest Paid -2,860 -2,838 -2,817 -2,796 -2,767 -13,713 -12,155 -8,715 -1,512 70
Interest Received 15 15 33 58 115 2,336 5,260 7,272 9,336 17,075
Depreciation -2,721 -2,800 -2,851 -2,902 -3,162 -16,973 -19,091 -21,472 -24,150 -27,161
Net Operating Income 5,501 5,719 6,244 6,595 7,135 40,606 54,509 70,580 92,243 116,028
APPROPRIATIONS:
Revenue Provision (HRACFR) -500 -500 -500 -500 0 0 0 0 0 0
Revenue Contribution to Capital -6,320 -5,756 -4,135 -5,033 -1,396 -7,367 -11,779 -44,224 -53,440 -7,881
Total Appropriations -6,820 -6,256 -4,635 -5,533 -1,396 -7,367 -11,779 -44,224 -53,440 -7,881
ANNUAL CASHFLOW -1,319 -536 1,609 1,062 5,739 33,239 42,731 26,357 38,803 108,147
Opening Balance 3,139 1,820 1,284 2,892 3,954 9,693 42,932 85,663 112,020 150,823
Closing Balance 1,820 1,284 2,892 3,954 9,693 42,932 85,663 112,020 150,823 258,969
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Appendix C

Capital Summary — General Fund and Council Housing — Babergh

2014/15
2014/15 .
BABERGH o Revised Budget
CAPITAL PROGRAMME Original inc Carry 2015/16 | 2016/17 | 2017/18 | 2018/19
Budget
Forwards
£'000 £'000 £'000 £'000 £'000 £'000

General Fund

Housing
Mandatory Disabled Facilities Grant 357 249 350 350 350 350
Discretionary Housing Grants 263 247 313 150 150 150

Grants for Affordable Housing 50 329 100 100 100 100
Total Housing 670 825 763 600 600 600

Environmental Services

Replacement Refuse Freighters - Joint Scheme 150 0 1,650 0 0
Recycling Bins 0 62 62 62 62
Total Environmental Services 150 150 62 1,712 62 62

Community Services

Planned Maintenance / Enhancements - Car Parks 53 40 40 40 40
Street Parking Improvements 8 8 8 8 8 8
Planned Maintenance / Enhancements - Kingfisher 114 137 65 56 56 56
Planned Maint / Enhancements - Hadleigh Pool 25 48 25 25 25 25
Play Equipment 25 52 25 25 25 25
Broadband Development 50 50 0 0 0 0
Replacement CCTV Cameras 40 40 40 40 0 0

Community Development Grants 129 293 129 129 129 129
Total Community Services 431 681 332 323 283 283

Asset Management

Planned Maint / Enhancements - Hadleigh HQ 35 56 35 35 35 35
Planned Maint / Enhancements - Other Corp Buildings 48 86 48 48 48 48
Carbon Reduction 135 235 50 50 50 50

Installation of PV Panels on Housing Stock 4,485 1,300 2,900 0 0 0
Total Asset Management 4,703 1,677 3,033 133 133 133

Corporate Services
ICT costs related to joint working with Mid Suffolk 587 550 275 138 69
Regeneration Fund 1,520 1,330 1,250 300 300 300
Total Corporate Services 1,918 1,917 1,800 575 438 369

Delivery Programme Investment Opportunities o] o] 25,000] o] o] 0

TOTAL General Fund Capital Spend 7,872] 5250  30,990] 3,343] 1,516] 1,447|

General Fund Financing

External Grants and contributions 285

Capital Receipts 843 410 65 66 66 67
Borrowing - unsupported 6,802 4,368 30,640 2,927 1,100 1,030
Total General Fund Capital Financing 7,872 5,250 30,990 3,343 1,516 1,447
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Appendix C (Continued)

Capital Summary — General Fund and Council Housing — Babergh

BABERGH 2014715 ;Zifs/iz
Original 2015/16 | 2016/17 | 2017/18 | 2018/19
CAPITAL PROGRAMME BE%'”; Budget inc
9 Carry
£000 £:000 £000 | £000 | £000 | £000

Housing Revenue Account

Planned Maintenance & Response
2,968 4,751 2,581 3,531 4,360 4,968

Planned maintenance

Other programmes 1,310 1,412 683 724 897 1,187
Environmental Improvements 150 150 50 120 120 120
Horticulture and play equipment 70 70 31 33 50 60
New build acquisitions - - 5,200 2,080 1,918 1,709
New build programme 900 1,417 1,400 2,652 0 0
TOTAL HRA Capital Spend 5,398 7,800 9,945] 9,140 7,345 8,044

HRA Financing
External Grants and contributions
Capital Receipts

276

560

539

66

67

68

Borrowing

Revenue Contributions 2,491 4,809 6,485 6,275 4,427 5,081
Total HRA Capital Financing 5,398 7,800 9,945 9,140 7,345 8,044
TOTAL CAPITAL SPEND 13,270 13,050 40,935 12,483 8,861 9,491
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Appendix D

Prudential Indicators — Borrowing and Investment (2015/16 — 2017/18)

There is a requirement under the Local Government Act 2003 for local
authorities to have regard to CIPFA’s Prudential Code for Capital Finance in
Local Authorities (the “CIPFA Prudential Code”) when setting and reviewing
their Prudential Indicators. The objects of the Prudential Code are to ensure
that the investment plans within the Councils are affordable, prudent and
sustainable and that treasury management decisions are taken in accordance

This is a key indicator of prudence. In order to ensure that over the medium
term debt will only be for a capital purpose, the Councils should ensure that
debt does not, except in the short term, exceed the total capital financing
requirement in the preceding year plus the estimates of any additional capital
financing requirement for the current and next two financial years.

If in any of these years there is a reduction in the capital financing
requirement, this reduction is ignored in estimating the cumulative increase in
the capital financing requirement which is used for comparison with gross

1 Background
1.1
with good professional practice.
2 Gross Debt and the Capital Financing Requirement
2.1
2.2
external debt.
2.3

The Section 151 Officer reports that the Councils will have no difficulty
meeting this requirement in 2015/16, nor are there any difficulties envisaged
for future years. This view takes into account current commitments, existing
plans and the proposals in the approved budget.

Babergh District Council

2014/15 2015/16 2016/17 2017/18
Gross Debt Revised Estimate Estimate Estimate
£m £m £m £m
Outstanding — Borrowing  (at| g7 97 | 118435 121.364 122.464
nominal value)
Othgr Long-term Liabilities (at 0 0 0 0
nominal value)
Gross Debt 87.297 118.435 121.364 122.464
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Mid Suffolk District Council

2014/15 2015/16 2016/17 2017/18

Gross Debt Revised Estimate Estimate Estimate
£m £m £m £m

Outstanding — Borrowing (&t | 443 454 | 132130 137.138 138.671
nominal value)
Othgr Long-term Liabilities (at 0 0 0 0
nominal value)
Gross Debt 103.454 132.130 137.138 138.671
3 Estimates of Capital Expenditure

3.1 This indicator is set to ensure that the level of proposed capital expenditure
remains within sustainable limits and, in particular, to consider the impact on
Council Tax and in the case of the HRA, housing rent levels. The table below
shows planned capital expenditure up to 2017/18:

o . 2014/15 2014/15 2015/16 2016/17 2017/18
Babergh District Council | aAphroved | Revised | Estimate | Estimate |Estimate
Capital Expenditure

£m £m £m £m £m

General Fund 7.872 5.250 30.990 3.343 1.516
HRA 5.398 7.800 9.945 9.140 7.345
Total 13.270 13.050 40.935 12.483 8.861
Mid Suffolk District 2014/15 2014/15 2015/16 2016/17 2017/18
Council Approved Revised Estimate Estimate | Estimate
Capital Expenditure £m £m £m £m £m
General Fund 6.313 7.392 29.157 4.072 1.885
HRA 6.277 7.189 9.085 12.559 7.055
Total 12.590 14.581 38.242 16.631 8.940

33




3.2
as follows:

Babergh District Council

Capital expenditure is expected to be financed for the General Fund and HRA

Capital Einancin 2014/15 2014/15 2015/16 2016/17 2017/18
P g Approved | Revised Estimate | Estimate | Estimate
GF £m £m £m £m £m
Capital receipts 0.843 0.410 0.066 0.066 0.066
Government Grants 0.227 0.472 0.285 0.350 0.350
Revenue contributions 0.000 0.000 0.000 0.000 0.000
Total Financing 1.070 0.882 0.351 0.416 0.416
Unsupported borrowing 6.802 4.368 *30.639 2.927 1.100
Total  Financing  and 7.872 5250 |  30.990 3343| 1516
Funding
*Includes £25m re investment opportunities and delivery plan projects
Capital Financing 2014/15 2014/15 2015/16 2016/17 2017/18
Approved | Revised Estimate | Estimate | Estimate
HRA £m £m £m £m £m
Capital receipts 0.276 0.560 0.539 0.066 0.067
Major Repairs Allowance 2.631 2431 2.921 2.799 2.851
Revenue contributions 2.491 4.809 6.485 6.275 4.427
Total Financing 5.398 7.800 9.945 9.140 7.345
Unsupported borrowing 0.000 0.000 0.000 0.000 0.000
Total * Financing  and 5.398 7.800 9.945 9.140 7.345
Funding
Mid Suffolk District Council
Capital Financin 2014/15 2014/15 2015/16 2016/17 2017/18
P g Approved | Revised Estimate | Estimate | Estimate
GF £m £m £m £m £m
Capital receipts 0.074 0.385 0.238 0.064 0.065
Government Grants 0.265 0.216 0.243 0.288 0.288
Revenue contributions 0.510 0.000 0.000 0.000 0.000
Total Financing 0.849 0.601 0.481 0.352 0.353
Unsupported borrowing 5.464 6.791 *28. 3.720 1.532
676
Total  Financing and 6.313 7.392 29.157 4.072 1.885
Funding

*Includes £25m re investment opportunities and delivery plan projects
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Mid Suffolk District Council

Capital Financing 2014/15 2014/15 2015/16 2016/17 2017/18
Approved | Revised Estimate | Estimate | Estimate
HRA £m £m £m £m £m
Capital receipts 0.716 1.344 1.553 1.626 1.126
Major Repairs Allowance 2.734 3.018 5.322 3.528 3.614
Revenue contributions 2.827 2.827 2.210 3.616 2.315
Total Financing 6.277 7.189 9.085 8.770 7.055
Unsupported borrowing 0.000 0.000 0.000 3.789 0.000
Total Financing and 6.277 7.189 9.085 12559 |  7.055
Funding
4 Ratio of Financing Costs to Net Revenue Stream
4.1 This is an indicator of affordability and highlights the revenue implications of

existing and proposed capital expenditure by identifying the proportion of the
revenue budget required to meet financing costs. The definition of financing
costs is set out in the Prudential Code and excludes revenue contributions to
capital. The ratio is based on costs net of investment income.

4.2

One set of General Fund figures set out below includes the impact of the

potential £25m for investment opportunities and delivery plan projects in the
2015/16 General Fund capital programme, as explained in paragraph 8.11 of

this report.

This shows a significant increase in the ratio because these

figures are based on gross borrowing costs because the level of investment
income is unknown until particular opportunities are identified.
cases will be prepared at the time of wanting to borrow that demonstrate
affordability and the level of investment income to be achieved, so the ratio
will not actually hit the level shown in the table below.

Babergh District Council

Business

Ratio of Financing 2014/15 2014/15 2015/16 2016/17 2017/18
Costs to Net | Approved Revised Estimate Estimate | Estimate
Revenue Stream % % % % %
General Fund

(excluding  Delivery 4.88% 4.97% 7.52% 11.47% | 13.78%
Plan projects)

General Fund

(including Delivery 4.88% 4.97% 11.52% 32.74% | 35.07%
Plan projects)

HRA 18.08% 18.19% 17.35% 16.29% | 15.40%
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Mid Suffolk District Council

Ratio of Financing 2014/15 2014/15 2015/16 2016/17 2017/18
Costs to Net | Approved | Revised Estimate Estimate | Estimate
Revenue Stream % % % % %
General Fund

(excluding Delivery 10.99% 10.21% 14.12% 21.21% | 22.44%
Plan projects)

General Fund

(including Delivery 10.99% 10.21% 15.12% 38.21% | 39.33%
Plan projects)

HRA 24.29% 23.88% 22.12% 21.71% | 20.51%
5 Capital Financing Requirement

5.1 The Capital Financing Requirement (CFR) measures the Council’s underlying
need to borrow for capital purposes. The calculation of the CFR is taken from
the amounts held on the Balance Sheet relating to capital expenditure and it’s
financing.

Babergh District Council

. . . 2014/15 2014/15 2015/16 2016/17 2017/18
Capital Financing | aApproved | Revised | Estimate | Estimate | Estimate
Requirement

£m £m £m £m £m
General Fund 12.835 10.536 *40.484 41.133 39.767
HRA 88.348 87.387 86.441 85.497 84.555
Total CFR 101.183 97.923 126.925 126.630 124.322

*Includes £25m re investment opportunities and delivery plan projects

Mid Suffolk District Council

. . _ 2014/15 2014/15 2015/16 2016/17 2017/18
Capital FInancing | approved | Revised | Estimate | Estimate | Estimate
Requirement

£m £m £m £m £m
General Fund 22.287 21.023 *48.527 49.126 47.457
HRA 86.759 86.759 86.759 90.548 90.548
Total CFR 109.046 107.782 135.286 139.674 | 138.005

*Includes £25m re investment opportunities and delivery plan projects
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6.1

6.2

7.1

Incremental Impact of Capital Investment Decisions

This is an indicator of affordability that shows the impact of capital investment
decisions on Council Tax and housing rent levels. The incremental impact is
calculated by comparing the total revenue budget requirement of the current
approved capital programme with an equivalent calculation of the revenue

budget requirement arising from the proposed capital programme.

Babergh District Council

Incremental Impact  of 2015/16 2016/17 2017/18
Capital Investment | Estimate Estimate Estimate
Decisions £ £ £
Increase in Band D Council 8.34 6.59 8.40
Tax

Movement in Average

Weekly Housing Rents 9.42 -1.18 -10.50
Mid Suffolk District Council

Incremental  Impact  of 2015/16 2016/17 2017/18
Capital Investment | Estimate Estimate Estimate
Decisions £ £ £
Increase in Band D Council 10.31 997 11.50
Tax

Movement in Average

Weekly Housing Rents -3.18 8.57 -7.15

Note: The variations reflect changes in the value of the annual capital
programmes.

The movements in Band D council tax reflect the increases / decreases in the
provision for Capital Financing Charges as a result of movements in
borrowing undertaken to finance the proposed capital programme from
2015/16 to 2017/18.

Authorised Limit and Operational Boundary for External Debt

The Councils have an integrated treasury management strategy and manage
their treasury position in accordance with their approved strategy and
practice. Overall borrowing will therefore arise as a consequence of all the
financial transactions of the Councils and not just those arising from capital
spending reflected in the CFR.
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7.2

7.3

7.4

The Authorised Limit sets the maximum level of external borrowing on a gross
basis (i.e. not net of investments) for the Councils. It is measured on a daily
basis against all external borrowing items on the Balance Sheet (i.e. long and
short term borrowing, overdrawn bank balances and long term liabilities). This
Prudential Indicator separately identifies borrowing from other long term
liabilities such as finance leases. It is consistent with the Councils’ existing
commitments, their proposals for capital expenditure and financing and their
approved treasury management policy statement and practices.

The Authorised Limit has been set on the estimate of the most likely, prudent
but not worst case scenario with sufficient headroom over and above this to
allow for unusual cash movements.

The Authorised Limit is the statutory limit determined under Section 3(1) of the
Local Government Act 2003 (referred to in the legislation as the Affordable
Limit).

Babergh District Council

Authorised  Limit  f 2014/15 2014/15 2015/16 2016/17 | 2017/18
uthorise imi or , . , ,
External Debt Approved | Revised Estimate | Estimate | Estimate
£m £m £m £m £m
Borrowing 104 101 130 130 128
Other Long-term Liabilities 0 0 0 0 0
Total 104 101 130 130 128
Mid Suffolk District Council
Authorised  Limi . 2014/15 2014/15 2015/16 2016/17 | 2017/18
uthorise imit or . , : :
External Debt Approved | Revised Estimate | Estimate | Estimate
£m £m £m £m £m
Borrowing 111 112 139 143 141
Other Long-term Liabilities 0 0 0 0 0
Total 111 112 139 143 141
7.5 There is also an Operational Boundary for external debt, which links directly to

7.6

the Councils’ estimates of the CFR and estimates of other cash flow
requirements. This indicator is based on the same estimates as the
Authorised Limit reflecting the most likely, prudent but not worst case scenario
but without the additional headroom included within the Authorised Limit.

The Section 151 Officer has delegated authority, within the total limit for any
individual year, to effect movement between the separately agreed limits for
borrowing and other long-term liabilities. Decisions will be based on the
outcome of financial option appraisals and best value considerations. Any
movement between these separate limits will be reported to the Joint Audit
and Standards Committee as part of the half yearly reports.
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Babergh District Council

o ) | 5 q 2014/15 2014/15 2015/16 2016/17 | 2017/18

perationa oundary , - , -

for External Debt Approved | Revised Estimate Estimate | Estimate
£m £m £m £m £m

Borrowing 102 98 127 127 125

Other Long-term Liabilities 0 0 0 0 0

Total 102 98 127 127 125

Mid Suffolk District Council

o ‘i | B g 2014/15 2014/15 2015/16 2016/17 | 2017/18

perationa oundary , - . -

for External Debt Approved | Revised Estimate Estimate | Estimate
£m £m £m £m £m

Borrowing 109 109 136 140 138

Other Long-term Liabilities 0 0 0 0 0

Total 109 109 136 140 138

8 Adoption of the CIPFA Treasury Management Code

8.1 This indicator demonstrates that the Councils have adopted the principles of
best practice.

8.2 The Councils approved the adoption of the CIPFA Treasury Management
Code in April 2002. CIPFA revised the Treasury Management Code in
November 2011 following recent developments and anticipated regulatory
changes to the Localism Act 2011, including the housing finance reforms and
the introduction of the General Power of Competence.

8.3 The Councils will adopt the latest Code and the changes have been
incorporated into the Treasury Management Strategy including its treasury
policies, procedures and practices.
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Earmarked Funds/Reserves — Babergh

General Fund

Appendix E

31 March Add’n Use 31 March | Add’n | Usein | 31 March

2014 in 14/15 | In 14/15 2015 in 15/16 | 15/16 2016

£000 £000 £000
Integration 299 -250 49 -49 0
Welfare Benefit Reforms 64 64 64
Elections 40 20 60 20 -70 10
Green Initiatives 25 25 -25 0
Recycling Consortium 108 108 108
(BDC Share)
Other service specific funds:
Planning, Housing, Waste and 278 278 278
other services/activities*
Sub- Total 1,014 20 -250 784 20 -144 660
New Homes Bonus # 497 497 497
Transformation Fund # 1,496 1,615 -3,111 0 2,002 -2,002 0
Equalisation of Business Rates 0 200 200 200 400
2013/14 Budget carry forwards 199 -199 0 0
Total 3,206 1,835 -3,560 1,481 2,222 -2,146 1,557
Housing Revenue Account (HRA)

31 March Add’n Use 31 March Add’n Usein | 31 March

2014 in 14/15 | In 14/15 2015 in 15/16 | 15/16 2016

£000 £000 £000
HRA Balance 1,000 2,139 3,139 1,319 1,820
Strategic Priorities Reserve 2,313 1,611 1,611
Major Repairs Reserve 0 2,631 2,431 200 2,721 2,921 0
2013/14 Budget carry forwards 2,402 -2,402 0 0
Total 5,715 4,770 2,431 4,950 2,721 4,240 3,431

K:\DOCS\Committee\REPORTS\COUNCIL\2014\240215-Joint MTFS (BDC)-Council'sNew Business Model.docx
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