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CABINET 
2 FEBRUARY 2016  

HEAD OF FINANCIAL SERVICES 
REPORT NO. FIN1603 
 

 

REVENUE BUDGET, CAPITAL PROGRAMME AND COUNCIL TAX LEVEL 
 
 
1. INTRODUCTION 

 
1.1 This report contains recommendations for the budget, Council Tax Requirement 

and proposals for budget savings for 2016/17. The report includes: 
 
Appendix 1: General Fund Revenue Budget Summary  
Appendix 2: Detailed base revenue budgets in portfolio order 
Appendix 3: List of additional items for inclusion in the budget 
Appendix 4: Capital Programme 

 
 

2. BACKGROUND 
 
2.1 Cabinet considered report no.FIN1518, which outlined the Medium Term Financial 

Strategy for 2015/16 – 2018/19, on 17th November 2015. 
 

2.2 Ahead of the Chancellor’s Autumn Statement and the release of the provisional 
Local Government Finance Settlement, the report focused on setting the high-level 
strategic financial direction for the Council after taking account of the Medium- 
Term Financial Forecast.  
 

2.3 The report considered the key financial risks facing the Council over the medium- 
term, principally; 

 

 The potential for changes to the funding formula in the Local Government 
Finance Settlement 

 The size and phasing of reductions in central government funding, including 
Revenue Support Grant and New Homes Bonus 

 Treasury management issues including interest rates, level of capital 
expenditure, use of internal resources and the potential to move to borrowing, 
with its associated costs 

 Local and national issues for the Business Rates Retention Scheme – 
variability, appeals provision, revaluation and moves towards a 100% local 
retention scheme 

 Local demand pressures (stemming from demographic change, Welfare 
Reform, local growth) 

 
2.4 Cabinet also considered the assumptions used in pulling together the forecast, 

including Council Tax levels, Business Rates growth, pay awards and inflation.  
 

2.5 The report outlined the way in which risks and uncertainties would be mitigated, 
through use of reserves, such as the Stability & Resilience Reserve, to protect the 
Council from adverse fluctuations in its financial position and the Service 
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Improvement Fund, to ensure sufficient resources are available to progress key 
invest-to-save projects. 
  

2.6 This enables the Council to take a strategic, longer-term approach, concentrated 
on its 8-point plan for financial sustainability, which will contribute towards the 
savings required to maintain a balanced budget in the short term, while moving the 
Council towards financial sustainability in the medium to long-term. 
 

2.7 The Medium-Term Financial Strategy was approved by Council on 10 December 
2015 and sets the framework for the budget proposals for 2016/17. The strategy 
included an approved range for the General Fund balance of £1m - £2m and a 
minimum expected level for total working balances of 5% of gross expenditure. 
 

  
3.       FINANCE SETTLEMENT FOR 2016/17  
 
3.1 At the time of writing this report, the DCLG’s local government finance settlement 

is still provisional. This report has been prepared on the basis that there are no 
changes to the finance settlement figures for Rushmoor, once DCLG have 
confirmed the settlement figures. The final Settlement is due in February 2016. 
 

3.2 The provisional figures cover a four-year period to 2019/20, which provides an 
opportunity to update the Medium Term Forecast and set the 2016/17 budget in 
light of that wider context and direction of travel. While 2016/17 figures are 
reasonably close to those already estimated, reductions for 2017/18 and beyond 
differ in extent and timing to some of the assumptions built into the Council’s 
forecast. 
  

3.3 The Council is required to finalise its Business Rates estimates for 2016/17 and its 
initial estimate of any surplus or deficit for 2015/161, by 31st January 2016. The 
return (NNDR1) is complicated by the necessity to incorporate an estimate of the 
provision to be held back by the Council to settle appeals from ratepayers against 
the rateable value set by the Valuation Office. As the Valuation Office is currently 
undertaking the national revaluation exercise, there is a significant backlog of 
appeals waiting to be determined. The Council has previously developed a 
comprehensive modelling tool to assess the size of the required provision and 
officers are in the process of updating the model with the latest available 
information from the Valuation Office.  
 

3.4 Final agreement of the Business Rates estimates will be made by the Council’s 
Section 151 Officer in consultation with the Leader of the Council, under the 
delegation agreed by Council on 20 January 2014, and an update will be provided 
to Cabinet alongside this report. 
 

3.5 Should the final settlement figures or the business rates estimates be materially 
different from those presented in this report, the general fund summary will be 
updated by the Council’s Section 151 Officer in consultation with the Leader of the 
Council and the Portfolio holder for Corporate Services, prior to consideration of 
the budget by Council on 25 February 2016. 

                                                           
1
 The difference between the amount of business rates income originally forecast for collection in 2015/16 and the 

latest estimate of the outturn position for that year 
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3.6 The funding settlement offered Councils an option of a four-year funding 
assessment, which would provide for greater certainty and the ability to plan over 
the medium-term. The figures are not guaranteed however, and will be subject to 
modification each year in light of the success or otherwise of the government’s 
overall deficit reduction plans and the state of the national economy. Acceptance 
of the four-year plan would be dependent on having an efficiency plan in place 
although initial understanding is that the Council’s Medium-Term Financial 
Strategy (including its 8-point plan for sustainability) would be sufficient for these 
purposes. At the time of writing this report, no detail of how the four-year offer will 
work (or any alternative methodology) has been released. It is expected that 
further information will be available alongside the final confirmation of the 
Settlement figures. This report therefore proposes that acceptance or otherwise of 
the four-year offer is delegated to the Council’s Section 151 Officer, in consultation 
with the Leader of the Council and the Portfolio Holder for Corporate Services, 
once the details of the offer have been released.   
 
 

4.   GENERAL FUND REVENUE BUDGET 2016/17 
 

4.1 The General Fund Revenue Budget Summary is set out in Appendix 1; the 
detailed revenue budgets in portfolio order are shown at Appendix 2 and Appendix 
3 sets out the lists of additional items for inclusion in the revenue budget. 
 

4.2 The proposed General Fund Revenue Budget will enable the Council, in broad 
terms, to deliver services at similar levels to the present while identifying 
reductions in the level of net spend of £900,000 to be delivered during 2016/17. 
While this level of variation could have a large impact on the Council’s general 
fund balance, it represents less than 1% of the Council’s gross annual turnover 
(combined income and expenditure excluding Business Rates and Council Tax) of 
around £115 million. 
 

4.3 The General Fund Summary shows that revenue balances are expected to be 
around £1.5m by the end of 2016/17, which is the mid-point of the approved range 
of £1m - £2m. This is an acceptable outcome to aim for within the budget year 
given the levels of risks and uncertainty already referred to in paragraph 2.3 above 
and provides a reasonable buffer against adverse budgetary movements.  
 
Council Tax 

4.4 The revenue budget assumes a 1.99% increase in charges for Council Tax, which 
falls within the permissible level of increase before triggering a local referendum, 
and equates to an increase of £3.66 per annum for a Band D property. The Local 
Government Finance Settlement assumes within its calculations of local authority 
funding assessments, that all authorities will raise their Council Tax towards the 
maximum allowable percentage, while all Councils with social care responsibilities 
will also take advantage of an additional 2% precept, ring-fenced for social care, 
also allowable within new referenda limits. 
 

4.5 DCLG’s assumption that all Councils will seek to maximise their Council Tax take, 
within referenda thresholds, is a significant change in strategy. For the previous 5 
years, Council Tax Freeze grants had been offered, which coupled with the 
referenda thresholds had contributed to keeping Council Tax levels stable in the 
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past five years, with little growth other than through growth of the tax base itself. 
That such increases are factored in to the funding assessment, removes flexibility 
for local authorities to take local decisions about tax levels, and to use increases in 
local taxation to offset local spending pressures. Councils now need to make these 
increases just to keep total funding levels at a standstill as they have been 
factored into the government’s ‘flat cash’ settlement figures. 
 

4.6 Year-on-year increases in Council Tax have been built into DCLG’s four-year 
provisional settlement. Increasing Rushmoor’s Council Tax by 1.99% for 2016/17 
will provide £109,000 additional funding compared to 2015/16 tax levels, and 
would increase the Band D Council Tax charge by £3.66 per annum (7p per 
week). On-going increases over the four-year period would see total Council Tax 
income at £449,000 above current levels by 2019/20, with £15.10 added to the 
Band D charge (29p per week). The cumulative effect of annual 1.99% increases 
would realise £1.1 million of additional income to support Council services, over 
the whole four-year period. 
 

4.7 Even factoring in these increases, the Medium-Term forecast shows a potential 
funding gap by 2018/19 of around £3 million, putting significant pressure on the 
Council’s 8-point plan to deliver the right combination of cost reductions and 
increased income to meet the gap. 
 

4.8 The funding assessment also includes optimistic assumptions of increases in 
council tax bases2 of 1.9% annually. The actual tax base increase for Rushmoor 
for 2016/17, after allowing for reductions due to the Council Tax Support Scheme, 
is 1.4%, providing a tax base of £30,172.66. In previous years, the average tax-
base growth for Rushmoor has been around 0.75% after adjusting for one-off 
changes to discounts and exemptions. The combination of tax base and tax level 
provides a total precept (or Council Tax Requirement) of £5,664,404.   
 

4.9 Additional income is also provided from the calculation of the surplus on the 
Council Tax Collection Fund of £90,715 for Rushmoor, due to the continued 
success in collecting arrears from previous years and the better than expected 
collection rate for 2014/15, supported by successful management of the Council’s 
localised Council Tax Support Scheme. The Council Tax base and surplus were 
agreed under delegated powers by the Council’s Section 151 Officer, in 
consultation with the Leader of the Council, on 10 December 2015. 
 

4.10 Both the Council Tax base and the surplus figure will be impacted by the decisions 
made at Council on 27 January 2016 regarding proposed changes to the Council 
Tax Support Scheme. Assumptions about these changes have not been included 
in the current budget for 2016/17 but will instead flow through to future tax base 
and surplus calculations.     
 

Business Rates Retention 
4.11 Both the Business Rates Retention Scheme and the Council Tax Support Scheme 

transferred significant levels of risk to the Council in 2013/14 that in the past would 
have been borne by central government. For example, a fall in business rates 
collected will now directly impact the Council (to safety net level) as will an 
increase in the number of residents requiring support with their Council Tax. Such 

                                                           
2
 Tax base – the number of Band D equivalent properties, adjusted for discounts and exemptions and 

estimated losses on collection 
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changes, when combined with the slow recovery of the UK economy and the 
government’s continuing deficit reduction plans, support the strategy of using 
reserves, which have been set aside to manage fluctuations in the Council’s 
income and expenditure. 
 

4.12 While business rates income is currently showing a favourable position, we have 
seen since the inception of the Business Rates Retention Scheme, how volatile 
this income stream can be. A simple decision to relocate a company headquarters, 
for example, for any of the large businesses in our area, can have a dramatic 
consequence on the level of income retained by the Council. While the Council 
works closely with local business to encourage and facilitate growth in its area, 
there are many external factors instrumental to such decisions on which the 
Council may have little influence.   
 

4.13 As discussed earlier in this report, one of the significant factors affecting the level 
of business rates income declared in the Council’s budget is the amount the 
Council deems necessary to hold back for repayment of business rates to 
ratepayers who appeal their rateable value with the Valuation Office. The extent of 
mandatory reliefs awarded will also affect the final figures. In recent weeks, we 
have heard that as many as 100 NHS Trusts have made applications for 
mandatory charitable relief, the impact of which, if successful, will be considerable. 
The extent of losses for individual local authorities will depend on where such 
Trusts are located and whether claims can be backdated. A similar issue has 
affected purpose-built Doctor’s surgeries where a significant appeal has been 
awarded (on average over 70% of rateable value) for a number of surgeries 
locally, backdated for the entire 2005 rating list. An allowance for a similar 
reduction in rateable value for the 2010 list is likely to be factored into the appeal’s 
model and could be as much as £2.4million. 
 

4.14 As previously highlighted, final estimates for Business Rates will be completed by 
31 January 2016 and updated to Members prior to budget setting. The extent of 
this volatility however, continues to support the need for sufficient reserves to meet 
these unforeseen shocks to the system. Should the business rates estimates fall 
significantly below current estimates, it would be advisable to draw-down on such 
reserves in the short-term, to support balances at around the level shown in 
Appendix 1, rather than increase the level of savings currently identified for 
2016/17 (around £900,000). 
 

New Homes Bonus 
4.15 Other potential pressures to the revenue budget over the medium-term include 

future changes to the New Homes Bonus Scheme. The Council will be responding 
to consultation on changes to the Scheme (responses due early March 2016) and 
has currently used the Government’s forecast figures within its own forecast. This 
means that for 2016/17 and 2017/18 figures are similar to those originally 
estimated under the current scheme but reduce by around a third in 2018/19. Until 
consultation is closed and the final scheme revisions are known, risk remains that 
these figures could alter from 2017/18 onwards.  
 

Impact of invest-to-save and regeneration 
4.16 Additionally, the pace and extent of the Council’s invest-to-save programme and 

regeneration plans, could increase the speed at which the Council is currently 
using its own capital resources and will move the Council towards a borrowing 
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position. The financial strategy allows for funds to be set aside to meet future 
borrowing costs via the use of the current revenue contributions to capital outlay. 
The subsequent section on the Capital Programme, and the associated Prudential 
Indicators for Capital Financing contained within the Annual Treasury Management 
Report, explore this issue in more detail. 
 

Additional items 
4.17 In view of the on-going financial constraints in which the Council is operating, 

additional items for inclusion in the budget have once again been kept to a 
minimum. There are requests for just two one-off items of expenditure (£19,000 in 
2015/16 and £13,350 in 2016/17) with three items of on-going expenditure totalling 
£31,000 as detailed in Appendix 3. It should be noted that one of the items 
(increase in Hardship Fund) is linked to the Council’s localised Council Tax 
Support Scheme, as considered by Council on 27 January 2016.  
 

 

5.      CAPITAL PROGRAMME 
 
5.1 The capital programme, which totals £8.8million in 2016/17, is set out at Appendix 

4 of this report.  
 
5.2 The programme for 2016/17 includes contributions from the Council’s revenue 

account of £550,000 and shows these contributions remaining at this level over the 
life of the programme. As stated above however, the financial strategy includes the 
flexibility of switching this contribution to cover borrowing costs should the need 
arise. In this way, the contributions continue to support a sustainable capital 
programme. Such contributions would also be subject to the final outturn position 
on the revenue fund each year. 

 
5.3 The capital programme contributes towards the Council’s priorities by 

concentrating resources in the following areas: 
 

Projects with a clearly defined financial return to the Council or economic benefit to 
the Borough such as: 

 Invest-to-save schemes  

 Income generation projects   

 Town Centre regeneration 
 
Projects that support the delivery and development of core services; 

 Asset maintenance 

 ICT strategy 
 
The programme also includes support for the provision of local Housing through 
social housing grants and the Council’s statutory duties in respect of Disabled 
Facilities Grants.   

 
5.4 The most significant projects for the Revised 2015/16 budget and for 2016/17 are 

completion of the Activation Aldershot project, which brings together a number of 
projects supporting infrastructure to link the Wellesley development and the town 
centre alongside other town centre improvements. An additional bid for 2016/17 
brings in what was originally termed phase 6 of this project which includes 
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improvement works to the Aldershot station area. Other large projects include 
potential purchase and refurbishment of land for the provision of a depot for the 
Council’s Waste, Recycling and Street Cleansing services and the purchase of 
land for the provision of Suitable Alternative Natural Green Space in order to 
unlock housing development in the Borough. 
 

5.5 Implementation of the core programme in 2016/17 will require the use of 
£5.4million of capital receipts, together with £2.6million use of developers’ S.106 
contributions and other grants. In addition, the programme is supported by general 
revenue contributions of £0.55 million and revenue contributions to Improvement 
grants of £0.2 million. 
 

5.6 The Capital Programme does not include expenditure on projects falling within the 
8-point plan, which will come forward for individual consideration as feasibility 
studies and business cases are developed. The programme also excludes 
strategic priorities for the Council such as major regeneration schemes for our 
town centres (Aldershot Prospectus/Farnborough Civic Centre) and potential 
funding towards schemes for the provision of affordable housing in the borough. 
Again, while recognising that these schemes will come forward over the medium-
term, they are as yet insufficiently detailed to approve specific budget allocations. 
Each scheme will be individually evaluated and brought forward for consideration 
at the appropriate time, thus allowing for detailed scrutiny and taking into account 
the prevailing financial conditions. 

 
 
6.   CHIEF FINANCE OFFICER’S REPORT  
 
6.1 Under Section 25 of the Local Government Act 2003, the Council’s Chief Finance 

Officer (Head of Financial Services) is required to report to Council on: 

 the robustness of the estimates contained in the budget and  

 the adequacy of the reserves maintained by the Council.  
 
6.2 In order to comply with the Act, the Council must have regard to this report when 

making its decisions on the budget.  
 

6.3 The budget has been constructed following a detailed process involving budget 
holders, Director’s Management Board and Cabinet, flowing from the Medium 
Term Financial Strategy through to detailed budget estimates. Estimates have 
been carefully considered during the budget process, with an additional budget 
challenge from Directors being built into recent years. 
 

6.4 In preparing the budget, account has been taken of financial issues identified 
during the current year, new legislative requirements, service pressures and key 
economic indicators such as RPI, pay inflation etc. Realistic assumptions have 
been made and key risks identified. Risks are managed through timely and 
comprehensive in-year budget monitoring and the corporate risk register which 
leads to prompt identification of problems and management of risks. 
 

6.5 The proposed Capital Programme supports the Council’s current infrastructure 
through its asset maintenance and ICT strategy, while focussing on projects that 
will deliver financial return or economic benefit to the Borough. The Capital 
Programme only includes those projects with clear business cases, including 
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identified resources, both financial and in terms of project delivery. In addition, the 
Council’s 8-point plan identifies additional invest to save schemes that will only be 
brought forward on to the approved programme as robust implementation plans 
are developed. This also applies to the Council’s major regeneration schemes and 
support for Housing initiatives, which again will be explored and developed on a 
case-by-case basis. The pace of investment in these additional schemes will 
determine the speed of reduction in the council’s capital resources and the timing 
of any borrowing requirement. The potential need to absorb borrowing costs in the 
general fund has therefore been taken into account in the medium-term budget 
plans. 
 

6.6 The general fund is forecast to remain within the £1m - £2m range of balances 
approved in the financial strategy. The Stability & Resilience Reserve set up during 
2012/13 provides sufficient resource to allow the Council to react to the increase in 
risk and uncertainty it faces over the medium-term and any consequential adverse 
affect on its financial position. The Service Improvement Fund is also available to 
support the Council’s endeavour to achieve a sustainable financial position over 
the medium-term, by supporting key projects, which deliver significant financial 
benefit to the organisation. Consideration should be given over the medium-term 
to increasing these reserves in order to continue to mitigate risk and deliver 
improvement.  
 

6.7 These proposals, underpinned by the Council’s 8-point plan, will enable the 
Council to meet the challenges of achieving a balanced budget in the current year, 
to be protected from potential volatility in its finances and to reshape the 
organisation to be sustainable over the longer-term.  
 

6.8 In conclusion, I am satisfied that the budget is robust and is supported by 
adequate reserves. 

 
 
7.       CONCLUSIONS 

 
7.1 In spite of the difficult economic situation, the uncertainties about government 

funding and the pressures on services, the Council has been able to prepare a 
sound and balanced budget whilst maintaining services to residents. The budget 
will also provide a platform for Rushmoor to address future challenges 

 
7.2 The budget adheres to all of the elements within the previously approved budget 

strategy. In particular, this includes the principle of maintaining the Council’s 
revenue balances within a range of £1m - £2m and maintaining other usable 
reserves to mitigate risk and support improvement.  

 
7.3 The budget allows for the implementation of essential on-going additional revenue 

items totalling £31,000, one-off additional revenue expenditure of £32,350 and a 
substantial capital programme of approximately £8.8 million in 2016/17. 

 
7.4 The budget proposals provide for the current Council Tax level to increase by 

1.99% (from £184.07 per annum for a Band D property to £187.73 – an increase of 
£3.66 or 7p per week) in line with government assumptions within its settlement 
funding formula. 
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7.5 In order to achieve this, the budget proposals will require the implementation of 
budget savings of £900,000 in 2016/17, together with further savings over the 
medium term, totalling approximately £3.0 million over the period 2016/17 to 
2018/19. This will require reductions in the Council’s service expenditure, and 
increased income generation, in accordance with the Medium-Term Financial 
Forecast and the Financial Strategy.  
 

7.6 This level of saving for 2016/17 is challenging but achievable, based on past 
experience and current expectations of the Council’s 8-point plan. It will be 
essential however, to increase the pace of delivery for net reductions (cost savings 
and income generation) during the forthcoming year in order to achieve the 
significant increase in savings required for 2017/18.  

 
7.7 As part of this process, reserves continue to be held to support the implementation 

of key projects and to mitigate against the substantial increased risk the Council is 
facing, which will be monitored and reported to Cabinet throughout 2016/17 and 
subsequent years.   
 
 

8.       RECOMMENDATIONS  
 
8.1 Cabinet are requested to consider and approve for recommendation to Council: 

 
i) the General Fund Revenue Budget Summary set out in Appendix 1 
 
ii) the detailed General Fund Revenue Budget set out in Appendix 2 
 

iii) the additional items for inclusion in the budget, set out in Appendix 3 
 
iv) the Council Tax Requirement of £5,664,404 for this Council 

 
v) the Council Tax level for Rushmoor Borough Council’s purposes of £187.73 

for a Band D property in 2016/17 
 

vi) the Capital Programme, set out in Appendix 4 
 

vii) the Head of Financial Services’ report under S.25 of the Local Government 
Act 2003 as set out in section 6 

 
viii) the holding of reserves as set out in the report  
 

ix) that the consideration and acceptance, or otherwise, of the government’s 
four-year settlement offer be delegated to the Council’s Section 151 officer, 
in consultation with the Leader of the Council and the Portfolio Holder for 
Corporate Services 

 
8.2 Cabinet are recommended to approve delegation to the Council’s Section 151 

officer, in consultation with the Leader of the Council and the Portfolio Holder for 
Corporate Services: 
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i) for any changes to the General Fund Summary stemming from final 
confirmation of the Local Government Finance Settlement and the Business 
Rates Retention Scheme estimates  

 
AMANDA FAHEY - HEAD OF FINANCIAL SERVICES/SECTION 151 OFFICER 
 

Background papers:   Medium Term Financial Strategy 2016/17 – 2018/19  
Cabinet meeting - 17 November 2015 - Rushmoor Borough Council 
Provisional Local Government Finance Settlement for 2016/17 
Provisional local government finance settlement: England, 2016 to 2017 
and future years - GOV.UK 

http://www.rushmoor.gov.uk/article/8521/Cabinet-meeting---17-November-2015
https://www.gov.uk/government/collections/provisional-local-government-finance-settlement-england-2016-to-2017
https://www.gov.uk/government/collections/provisional-local-government-finance-settlement-england-2016-to-2017







































































































































































