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The order of business may change at the Chair’s discretion

Part A Business — (Open to the Public)

Apologies for Absence

Members’ Disclosures of Interest and Whipping Declarations

In accordance with the Council's Code of Conduct, members of the Council are
reminded that it is a requirement to declare interests where appropriate.

Members must also declare if they are subject to their party group whip in relation to
any items under consideration.

Minutes

arising.

Public Question Time

To answer any questions or hear brief statements from the public which are relevant
to the items on this agenda. The period will end after 15 minutes or later at the
Chair’s discretion.

Safer Crawley Partnership Annual Review 2016-17 and Priorities for
2017-18

To receive a presentation from the Community Development Manager and
Community Safety Officer on the Safer Crawley Partnership. District Commander for

Crawley and Mid-Sussex, Chief Inspector Rosie Ross has also been invited to
attend.

Reduction, Reuse and Recycling of Plastic Bottles

Health and Adult Social Care Select Committee (HASC)

To receive a brief update on the Health and Adult Social Care Select Committee
which took place on 7 July 2017. The next meeting is on 29 September 2017.
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Forward Plan — October and Provisional List of Reports for the
Commission’s following Meetings

To consider any requests for items to be referred to the Commission.

Supplemental Agenda

Any urgent item(s) complying with Section 100(B) of the Local Government Act 1972.

This information is available in different formats and languages. If you
or someone you know would like help with understanding this document
please contact the Democratic Services Team on 01293 438549 or email:
democratic.services@crawley.qov.uk
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Overview and Scrutiny Commission (1)
26 June 2017

Crawley Borough Council

Minutes of the Overview and Scrutiny Commission
Monday 26 June 2017 at 7.00pm

Present:

Councillor B A Smith (Chair)

Councillor T G Belben (Vice-Chair)

Councillors M L Ayling, Dr H S Bloom, R G Burgess, C A Cheshire, I T Irvine,
R A Lanzer, T Lunnon, A Pendlington, T Rana and K Sudan

Also in Attendance:
Councillors C Portal Castro, F Guidera, P K Lamb and C J Mullins

Apologies for Absence:
Councillors L Vitler

Officers Present:
Natalie Brahma-Pearl Chief Executive

Heather Girling Democratic Services Officer
Nigel Sheehan Head of Partnership Services
Paul Windust Corporate Accounting & Treasury Services Manager

Members’ Disclosure of Interests and Whipping Declarations

The following disclosures of interests were made by Members:-

Member Minute Subject Type and Nature of
Number Disclosure
Councillor 5 K2 Crawley — Personal Interest —
A Pendlington Leisure Management Member of K2 Crawley
Procurement

Minutes and Matters Arising

The Chair welcomed Councillor Lunnon and Councillor Pendlington onto the Commission. It
was also an opportunity to welcome back returning Members and new Vice Chair Councillor
Belben, together with new Chief Executive Natalie Brahma-Pearl who was attending her first
committee meeting at Crawley.

The minutes of the meeting of the Commission held on 20 March 2017 were approved as a
correct record and signed by the Chair. Councillor Cheshire commented that she had
previously noted her apologies for the March meeting.
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Overview and Scrutiny Commission (2)
26 June 2017

Public Question Time

No questions from the public were asked.

Treasury Management Outturn 2016 - 2017

The Commission considered report FIN/412 with the Leader of the Council and the Corporate
Accounting and Treasury Services Manager. The CIPFA Code of Practice for Treasury
Management recommends that members be updated on treasury management activities
regularly and the report ensured the Council was implementing best practice in accordance
with the Code. The report provided details of the outturn position for treasury activities and
highlighted compliance with the Council’s policies previously approved by Members.

During the discussion, the following points were expressed:

¢ Interest rates were calculated upon completion of the Treasury Management Strategy and
Members subsequently updated through the budget monitoring and mid-year review
process, along with capital programme updates.

e Clarity was provided on the approval for S106 and CIL funding routes.

e Confirmation that bids for capital should be based on expenditure required to maintain the
Council’'s assets in addition to spend to save projects or spend to earn investment.
Explanation sought and obtained on the detailed holdings including ratings and maturity.

e Acknowledgement that the primary consideration for the Council was the security of the
investment.

¢ It was noted that external advisors provided information and guidance.

Members took the opportunity to pass on their thanks to the Corporate Accounting &
Treasury Services Manager for the compilation of the report.

RESOLVED

That the Commission supported the recommendations to the Cabinet.

K2 Crawley — Leisure Management Procurement

The Commission considered report HPS/009 with the Cabinet Member for Wellbeing and the
Head of Partnership Services. The report sought agreement for the preferred procurement
approach for the K2 Crawley leisure centre management contract.

Members were generally in favour of Recommendations 2.2.1a, b, c and e.

¢ However there was concern expressed over the length of the contract (featured in
recommendation ‘a’). As a result the Commission wished to recommend to Cabinet that
10 or 15 years be offered simultaneously, together with the consideration of incentives
and break clauses.

e An amendment was proposed by Councillor T Lunnon and seconded by Councillor K
Sudan for recommendation ‘c’, that the supplementary capital estimate should be
supported by a business case (similar to the Budget Advisory Group). The amendment
upon being put to the Commission was declared to be LOST.

e Support the establishing a cross party working group (recommendation ‘d’). However it
was felt that the size was currently too small. Following a vote the Cabinet was advised
that the Commission wished to recommend the membership of the cross party working
group as 4:3.
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e Support that bidders would be asked to provide a variant bid compliant with the Living
Wage Foundation wage rates.

e Whilst there was appreciation for the car park expansion there was recognition that future
lessons should be learned as this is the third extension being sought.

e Various issues regarding current and future car parking arrangements were discussed.

¢ Acknowledgement that the pricing would be an important aspect to ensure participation
costs were not increased. There would be a need to balance maximising income,
maintaining the facilities, whilst also improving health and wellbeing.

¢ Recognition that it was necessary to take account of the contract scope; fitness facilities
and café at the Bewbush Centre and Broadfield 3G pitch.

o Discussions were held over the advantages and disadvantages of the capital investment
costs.

¢ Clarity sought and obtained over the evaluation and monitoring of the contract.
e Support for further investigation for incentives for Crawley residents (an outcome from the

Crawley Leisure Card Scrutiny Panel).
RESOLVED
That the Commission supported the majority of the recommendations whilst wishing the

Cabinet noted the proposed amendments above.

Appointments

RESOLVED
That the Commission endorsed the following appointments:

West Sussex Health and Adult Social Care Select Committee (HASC)
Councillor K Sudan

West Sussex Joint Scrutiny Steering Group (JSSG)
Councillor B A Smith

West Sussex Joint Scrutiny Housing Provision for Care Leavers Task and Finish

Group
Councillor K Sudan

Health and Adult Social Care Select Committee (HASC)

The next meeting of HASC was scheduled for 7 July 2017. An update would follow at the
OSC meeting in September.

Scrutiny Review Workshop

The OSC Review Workshop has been arranged for Monday 4 September at 6.00pm. The

Overview and Scrutiny Commission would commence at 7.30pm on this date. OSC
Members were requested to note the new date and time.
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Forward Plan — August 2017 and Provisional List of Reports for the following
meetings of the Commission

The Commission confirmed the following reports:

September
¢ Crawley Economic Growth Programme.
e Town Centre Signage & Wayfinding.

October

e Town Centre Heat Network
Closure of Meeting

The meeting ended at 8.55pm.

B A Smith
Chair
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Report to Overview and Scrutiny Commission
4 September 2017

Reduction, Reuse and Recycling of Plastic Bottles

Report of the Head of Partnership Services, HPS/10

Purpose

The purpose of the report is to provide members of the Commission with an update
on the management and delivery of the reduction in use, reuse and recycling of
plastic bottles, marketing and plans for future service provision.
Recommendations

To the Overview and Scrutiny Commission:

The Commission is asked to:

Note the report and to acknowledge the current and future service provision with
particular regard to waste minimisation and waste hierarchy.

Reasons for the Recommendations

Under the Scrutiny Procedure Rules, it was requested that a report be provided to
the Overview and Scrutiny Commission on the management and delivery of the
reduction in use, reuse and recycling of plastic bottles, together with any publicity
and changes or proposals for future service provision.

Background

The waste hierarchy

The waste hierarchy is a useful framework that has become a cornerstone of
sustainable waste management, setting out the order in which options for waste
management should be considered based on environmental impact. First used in the
EC Waste Framework Directive 2008, criticisms of over-simplicity led to a more
detailed version which is shown below. In order to make waste management more
sustainable, the emphasis should be on moving processes higher up the waste
hierarchy.!
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Historical context

The UK currently has a weight based target to recycle 50.0% of household waste by
2020. Naturally this has driven a focus in UK public authorities to achieve this target.
However, it should be noted that this target takes no account of the waste hierarchy
or of the significant variation in environmental benefits achieved by recycling various
differing materials.

Prior to 2001 Crawley’s recycling system was based on 61 ‘bring banks’, provided at
local shopping parades, supermarkets and other key locations around the Borough,
where residents could deposit their materials. This system resulted in a recycling
rate of around 10 to 12%

Following a successful trial in 2001 a new service was phased in over the following
year which included household collections of paper and card utilising 55Ltr boxes
(REDboXx), in addition to the existing bring sites. This resulted in a recycling rate of
around 18% by 2002/03.

This system was then expanded to include plastic bottles, as well as other materials,
and in 2005 wheeled recycling (REDtop) bins began to be introduced in order to
cope with the increases in quantities of materials being recycled. Since then other
materials have been added with the last addition being that of plastic pots, tubs and
trays (PTT) in 2015.
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6.1

6.2

6.3

Currently the list of materials that can be recycled within the REDtop bin include:
plastic bottles as well plastic pots, tubs and trays, aluminium and steel cans, glass
bottles and jars, paper and cardboard, Tetra packs, aluminium foil and aerosols. This
system has resulted in a recycling rate of over 27.6% in 2015/16, including garden
waste, which is collected separately but also counts towards the target.

West Sussex Waste Partnership

Crawley BC, together with the other Waste Collection Authorities in West Sussex
and our Waste Disposal Authority, West Sussex County Council (WSCC), make up
the West Sussex Waste Partnership (WSWP).

Whilst each of the District’s and Borough’s within West Sussex are required to report
their individual recycling rates it should be noted that the figure above, when
combined with materials deposited at the Household Waste Recycling Sites
throughout the county, contributes to the County wide recycling rate for the
partnership of just over 42% for 2015/16.

Types of Plastic

There are currently 2 main types of plastic used for making bottles: Polyethylene
Terephthalate (PET) and High Density Polyethylene (HDPE).

Single use drinks bottles are usually made from PET.

Waste Composition and Recycling of Plastic Bottles
PET and HDPE are both recyclable within Crawley’s REDtop bin collection system.

Plastic bottles which have been collected from REDtop bins, along with other
recyclable materials, are sent to be sorted into the separate material streams at a
Materials Recovery Facility (MRF) in Ford. Plastic bottles and containers are then
sent off either to be:

Reformed — whereby plastic is melted down and reformed into new material
e.g. fibres for fleeces, pillows or new plastic bottles.

Reprocessed — whereby more brittle plastics are transformed into new
plastic products such as recycled plastic furniture.

Plastics can be recycled into all kinds of materials, including polyethylene bin liners
and carrier bags; PVC sewer pipes, flooring and window frames; building insulation
board; fencing and garden furniture; water butts and composters; anoraks and
fleeces; fibre filling for sleeping bags and duvets.
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In 2015 the WSWP and its MRF contractor jointly commissioned a waste
composition analysis in order to inform the progress and future direction of its
services. From the data collected in this study the following estimates can be made:

Plastic bottles (PET & HDPE) form around 6.8% of the recyclables stream, this
equates to just over 487 tonnes of plastic bottles from Crawley sent for recycling in
2015/16.

In addition, PET forms around 1.1% of the residual household waste stream, which
equates to approx. 42 tonnes that could be recycled within the existing system.

Many plastic bottles are also collected within litter deposited both on the street and
within litter bins. No data is currently available for these quantities. However, on-
street recycling bins for the collection of these materials have been trialled in the
past. Unfortunately at that time, contamination with food waste residues and other
non-recyclable materials proved to be very difficult to overcome.

Reduction and Reuse of Plastic Bottles and Implications

Weight based recycling targets have focussed attention on recycling in recent years
and it should be recognised that much progress has been made in this area since
recycling systems were first introduced.

Nevertheless the WSWP has also always accepted that reduction and reuse are
more sustainable options and has continued its work in these areas, in particular

utilising its team of volunteer Waste Prevention Advisors and, for example, by
providing subsidised home composters.

FEED YOUR GARDENS
NOT OUR LANDFILL
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It is also recognised that there are considerable financial savings that could be made
on waste disposal costs from minimising waste produced, indeed the WSWP
estimate that £3m could be saved if it were possible to divert the 18% to 20% of
recyclable materials remaining within the residual waste stream to recycling.

This has generated renewed effort towards waste minimisation issues and the
WSWP has recently established a working group to prepare a business case for
projects that could be considered in this area. It is also looking to promote change to
the weight based targets system to better recognise the waste hierarchy.

Recently there has been a lot of publicity directed at reducing the number of ‘single
use’ plastic bottles in circulation, particularly due to the amount of plastics finding its
way in to the oceans.? This has resulted in the launch of a number of water bottle
refilling schemes around the country, including Bath, Bristol and Bude.®> No WSWP
authority is currently associated with these schemes.

At this point it is worth mentioning that research conducted on health issues with
regards to refillable drink containers discovered alarming quantities of germs on all
types of containers tested. They found that stainless steel, straw top style bottles
contained the least number of bacteria.*

The PET Resin Association, a Plastics industry group recommends washing water
bottles after each use with soap and hot water, together with drying them to ensure
ridding them of bacteria. It also states that the bottles should not be reused if they
have scratches inside, since bacteria can thrive in these conditions.®

HOW MANY Eorres
ARE ONYOUR WATER BOTTLE?

The average
athlete's water bottle:

313,499

The average pet toy has 2,937 CFU,

Values are in CFU (cclory-lorming units). per squans centimeter, and are tha averags
of 12 reusablo walor bofflos.

Therefore any move to encourage the use of refillable containers should also include
advice on the best types of container and their hygiene.

However, plastic bottles do not just have to be reused in their current state. Other
well documented concepts for re-use have included: storage jars, plant holders,
money boxes, soap dispensers, snack bowls, water sprinklers and of course the
WSWP Christmas tree which has previously been displayed outside Crawley library
on two occasions.®
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8. Publicity and Marketing

8.1 Members of the WSWP use a number of communication methods to publicise waste
issues, both individually and in partnership, depending on the issue being covered.
These include direct mail, Christmas collection calendars, adverts on buses and bus
shelters, advertising boards on refuse & recycling vehicles, at train stations and at
other locations, radio, social media and the ‘recycleforwestsussex’ web site.

8.2 Materials for these campaigns can be generated by the various partner’s

communications teams or can come from national campaigns initiated by
organisations such as ‘WRAP’ or ‘Keep Britain Tidy'.

C@rc—cycie for West Susse

electrical waste items
Don't bin it,

BRING IT!
ES

8.3 The current West Sussex wide campaign is ‘Think before you throw’ which focuses
on reducing the quantity of recyclable materials, including plastics, which end up in
the residual waste stream.

| "_ HT, AND WE CAN SAVE 1.

THROWN AWAY
EVERY YEAR:

32,000 TONNES OF YOUR
RECYCLING IS GOING
IN THE WRONG BIN.

Cvrecycle

for West Sussex




8.4

8.5

In addition the team of Waste Prevention Advisors have attended over 160 public
events around West Sussex in order to provide advice on waste prevention and
recycling issues.

The WSWP also engage ‘Wastebuster’, a specialist not for profit provider, to provide
schools in West Sussex with waste education resources.

Highlights. - xﬁl

5 & CALLING ALL - r R‘

WA " TEBUSTERS .f-“‘"
BROU USTER i
: :

References and Background Papers

1 - European Commission (2008) Directive 2008/98/EC of the European Parliament
and of the Council of 19 November 2008 on waste and repealing certain Directives.

2 - https://skyoceanrescue.com/

3 - https://www.thequardian.com/environment/2017/jun/29/the-bristol-refill-reuse-
bottle-campaign-that-is-spreading-across-europe

4 — http://www.treadmillreviews.net/water-bottle-germs-revealed/

5 — http://www.petresin.org/safety uses.asp

6 — http://www.awesomeinventions.com/reuse-plastic-bottles/

7 - http://lwww.coca-colacompany.com/stories/dont-waste-create-campaign-
rewards-customers-for-recycling

West Sussex Waste Partnership

Report author and contact officer:
Graham Rowe, Partnership Services Manager, 01293 438460
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Report to Cabinet
6 September 2017

Budget Strategy 2018/19 — 2022/23

Report of the Head of Finance, Revenues and Benefits, FIN/417

11

1.2

1.3

1.4

2.1

2.2

Purpose

The 2018/2019 General Fund and Housing Revenue Account Budgets and the updated
capital programme will be determined by the Full Council in February 2018. This report
sets out the projected financial position for 2018/19 to 2022/23 for the General Fund and
the underlying assumptions.

The report also sets the policy framework for the budget process recognising that there are
a range of options for capital investment, income generation, savings and Council Tax
levels, none of which can be considered in isolation. The overall objective is to work
towards a balanced General Fund budget over a three year period.

A separate report on the Housing Revenue Account’s capital investment programme will be
considered by the Budget Advisory Group ahead of the Budget report to Cabinet and Full
Council in February 2018.

At this stage any implications associated with providing the New Town Hall and the re-

tendering of the K2 Crawley Leisure contract have been excluded from assumptions. Once
decisions on these two projects are agreed the budget projections will be updated.

Recommendations

To the Overview & Scrutiny Commission

That the Commission consider the report and decide what comments, if any, it wishes
to submit to the Cabinet.

To the Cabinet:

The Cabinet is asked to recommend to Full Council the approval of the Budget
Strategy 2018/19 to 2022/23 and to:

(&) Note, for the purpose of projections, the current budget deficit of £84,000 for
2018/19 on the basis of a Council tax increase of £4.95 on a Band D in 2018/19.
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4.2

4.3

(b) Work towards balancing this over a three year period, including putting back
into reserves when the Budget is in surplus.

(c) Instruct Corporate Management Team to take action to address the long term
budget gap and to identify policy options for consideration by Cabinet Members
and the Budget Advisory Group, this will include areas where additional
resources need to be redirected.

(d) Note that items for the Capital Programme are driven by the need for the
upkeep of council assets and environmental obligations and schemes will also
be considered that are spend to save or spend to earn.

Reasons for the Recommendations

3.1 To set a Strategy for savings and income generation and working towards a
balanced budget over three years. Including putting back into reserves when in
surplus.

3.2 To determine the criteria for capital programme bids.

Background

The local government finance system has become increasingly complex. The difficultly of
predicting what factors such as interest rates, grant funding and energy costs will be in two
to five years’ time is further complicated by uncertainty regarding the financial impact of the
Government’s welfare reform programme and future income from retained business rates.
It is however certain that the amount of money available to district and borough councils will
continue to reduce over the next five years.

This Budget Strategy report has been delayed from June due to the General Election.

On the 21 June 2017, the Queen’s Speech outlined the Government's intention with regard
to legislation for the coming parliament. There was no specific mention of the Local
Government Finance Bill, which, amongst other things, was to lay down the arrangements
for 100% business rates retention. However, the briefing paper which accompanied the
speech states, under other measures, that “the programme will also include three finance
bills to implement budget decisions.” There are currently no other details available.

On 17 December 2015 the Department of Communities and Local Government (DCLG)
announced that councils would be able to achieve greater certainty and confidence from a
DCLG 4 years Budget Settlement (this covers 1 April 2016 to 31 March 2020). The offer
covered all councils that receive Revenue Support Grant (RSG), from 2016/17 to 2019/20.
However the scope just covers the RSG element which is set to decline nationally from
£7.4bn in 2016/17 to £2.3bn in 2019/20. The proposals show that Crawley will receive just
£59,107 in RSG in 2019/20. This is compared to £4.9m received in 2013/14.

The 2018/19 General Fund and Housing Revenue Account Budgets and the revised capital
programme will be set by the Full Council in February 2018. This will be informed by the
recommendations of the Budget Advisory Group and will take into account the efficiencies,
increased income and savings achieved through a refreshed transformation programme
and budget challenge process led by the Corporate Management Team. Work to address
this has started and will continue over the summer and autumn.

1/2


https://www.gov.uk/government/speeches/local-government-finance-settlement

4.4

51

52

5.3

Many of the underlying financial assumptions in this report apply equally to the Housing
Revenue Account as to the General Fund (for example inflation and employee related
costs). However, the financial position of the Housing Revenue Account (HRA) is heavily
influenced by the financing regime introduced in April 2012.

Under this regime the Council has taken on debt of £260.325m and determined a
repayment profile which gives it the capacity to spend capital sums to achieve some of its
objectives for housing. This includes a comprehensive stock investment programme and
the building of new Council homes.

However this was complicated by the Government’s announcement in the July 2015 Budget
that rents are to be reduced by 1% per annum for 4 years from 2016/17. This reduced the
Council’'s ability to invest in the provision of new housing. In addition inflation is at its
highest level since 2013 and will impact on the costs of paying for goods and services.

Key Assumptions

This report provides details of budget projections for a five year period, 2017/2018 to
2022/2023. There are a number of key assumptions affecting the projections. A summary
table is shown in paragraph 5.11.

External support

In the 2016/2017 Local Government Finance settlement, the reductions for the Council’'s
Revenue Support Grant are shown in the table below

2016/17 2017/18 2018/19 2019/20
Provisional RSG £1.76m £1.04m £0.57m £0.06m
Percentage reduction -32.35% -41.64% | -44.54% | -89.72%

The 2019/20 figures show that the Council will receive £59,107 in Revenue Support Grant
and no grant thereafter.

Retained Business Rates

Although the Council will collect in excess of £116 million in business rates, the amount it
retains is much smaller. One of the main reasons for this is that the Government retains
50% of the rates collected and West Sussex County Council retains 10%. The second main
reason is that the Council also has to pay a significant tariff to the Government.

There are further complications in that the Council’s retained share can be added to by a
safety net payment, or suffer a further levy. These are applied if the Council’s retained
share is more than 7.5% below a Government set figure (safety net) or above it (a levy of
50%).

The Council is in a levy position, so as a result every additional £1 that it collects above its
funding target it keeps 40p.

An annual increase of 2.5% in business rates is included in the Budget Strategy. This will
be reviewed regularly. This will allow for annual increases in inflation to the business rates
multiplier and an allowance for assumed growth in local business together with a provision
for appeals from ratepayers.
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Any in year variations from this budget will transferred to/from the business rates
equalisation reserve. When the reserve exceeds £5m the surplus is transferred to the
capital programme reserve.

The March 2016 budget saw that the increase in the Business rates multiplier will be
switched from RPI to CPI from 2020. The multiplier is the annual increase in business rates
determined by the Government. CPI tends to go up more slowly than RPI so this change is
likely to reduce the buoyancy in the Business rates yield. Over time this will make a
significant impact on the resources that are available to local government as a sector.

Pay Award

Local Government pay is negotiated nationally and the Council has no direct influence on
the settlement. The Budget Strategy assumes a 1% award for 2018/19, the table in 5.11
shows future assumptions. Pay is subject to national negotiations; a 1% increase in the pay
award equates to £184,000.

Investment Interest

The Council has traditionally relied heavily on investment interest to support the revenue
budget. However, interest rates remain low and the level of interest received has reduced
over recent years.

The Bank of England reduced the base rate to 0.25% in August 2016. At this time it
appears likely that it will remain at this level until Q1 2019. The state of political uncertainty
remains in place and this, alongside Brexit negotiations weigh on the economy, household
sentiment and thus interest rate outlook over the medium term.

An average investment rate of 0.55% has been assumed for 2018/19 increasing to 0.75%
in 2019/20, and 1.00% in 2020/21. Interest rate projections will be kept under constant
review during the year.

Expenditure on the capital programme results in reduced investment income as there are
fewer resources available for investment, delays in the capital programme result in higher
balances available than anticipated for investment.

Pensions

The actuarial revaluation of the pension fund managed by West Sussex County Council has
resulted in a 0.5% increase in contributions annually in 2018/19 and 2019/20.

General Inflation

In recent years many budgets have been frozen or reduced which has compensated for
those budgets that have increased by more than the base assumption (for example energy
and fuel). The Budget Strategy assumes that contract costs linked to inflation indices will
increase by 3.0% in 2018/19, increasing to 3.2% by 2022/23. These assumptions will be
updated over the coming months. No allowance has been made for inflation on other
general running expenses.

New Homes Bonus

The Government introduced the New Homes Bonus to give local authorities additional
money for each new residential property created in the area. Local authorities would
receive a sum equivalent to the average national Council Tax for a property in that band for
each of the following six years. For example, an additional band D property will result in
£1,530 being paid for six successive years.
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There is an additional payment of £350 for each year if the property falls into the definition
of affordable housing. This additional element is paid a year in arrears. In two tier areas
the District or Borough Council receives 80% of the bonus and the County Council 20%.

The New Homes Bonus was in the past paid each year for six years, this has been reduced
to five in the current year and then to four from 2018/19. The bonus was also reduced in
the current year to reflect estimates of ‘deadweight’; this is where building would have taken
place even if there had not been an incentive.

The New Homes Bonus for 2018/19 is projected to be £1.396m and is calculated to
£0.850m by 2022/2023.

Fees and Charges
An average increase in income budgets of 2% is assumed for 2018/19 onwards.
Cost of homelessness

The Government has recently announced that The Homelessness Reduction Act 2017 will
be implemented on 1 April 2018. This will place increased duties and service demands on
the Council. These include a duty to start assessing and providing advice to someone at
risk of being made homeless 56 days before losing their home rather than at the current 28
day trigger point. Demand on the service is expected to increase by 30-50%. There will be
limited funding from the Government to support the implementation of the new duties. The
funding formula, detailed code of guidance and IT systems to support the new ways of
working are still being developed. Consequently the full impact on the budget is not yet
known so has not been included in these projections.

Summary of assumptions

18/19 19/20 20/21 21/22 22/23
Business rate income* +2.5% +2.5% +2.0% +2.0% +2.0%
New Homes Bonus -£35k -£43Kk -£57k -£233k  -£300k
Pay award 1.0% 1.0% 1.5% 2.0% 2.0%
Av. interest rate 0.55% 0.75% 1.00% 1.25% 1.75%
Running costs 0% 0% 0% 0% 0%
Contracts (RPI) 3.0% 3.5% 3.6% 3.2% 3.2%
Customer receipts 2.0% 2.0% 2.0% 2.0% 2.0%
Tax base increase 1.5% 1.5% 1.5% 1.0% 1.0%
(percentage of new properties for
Council tax)
Council Tax increase 2.6% 2.4% 2.4% 2.3% 2.3%
(for estimating purposes)

*Business rates equalisation reserve will be used to absorb any fluctuations from the 2.5%.

The tax base increase assumes the number of Band D properties in Crawley has increased
due to the current building programme including Forge Wood.
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Budget Projections 2018/19 to 2022/23

The table below summarises the budget projections based on the assumptions above.

2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23

£000s | £000s | £000s | £000s | £000s
Base budget 14,814 | 14,980 | 15,300 | 15,645 | 16,124
Investment interest (508) (687) (932) | (1,134) | (1,310)
Net budget 14,306 | 14,293 | 14,368 | 14,511 | 14,814
Funded by:
Council Tax 6,933 7,030 7,200 7,346 7,516
New Homes Bonus 1,396 1,440 1,383 1,150 850
Retained Business
Rates 4,681 4,798 4,918 5,016 5,116
Section 31 Grant* 637 653 669 683 696
Revenue support Grant 575 59 0 0 0
Budget Gap 84 313 198 316 636

* Section 31 Grant is payable by the Government when they give business rate discounts for small
businesses

There is a budgeted shortfall in 2018/19 of £84,000, increasing to £636,000 by 2022/23.
The aim is to have a balanced budget over a three year period. In the event of an in year
surplus this will be transferred to reserves. These figures however do not include any
savings from re-tendering the K2 Crawley Leisure contract or the New Town Hall
proposals at this stage. The gap is smaller than previously projected as some savings,
increased income and efficiencies identified as part of the outturn report have been
included in these projections.

The assumptions above include a provision for a Council Tax increase close to £5 (£4.95
in 2018/19) per annum on a Band D property, this is less than 10p per week. The aim is
to work to keep council tax low without compromising local services. As part of the
settlement announcement in February 2016 the Government will allow Councils to
increase their Council tax by £5 per year for three years.

Budget pressures

The Government following the General Election has confirmed its continued commitment to
a fair funding review; as a way of addressing concerns about the fairness of current funding
distributions to local authorities; however details of this are not yet available so have not
been included in the projections.

Although the budget gap above is small there are some pressures on future budgets.
These include

¢ Data and information management and IT staffing levels
e Economic development team running costs
e NASB team.

General Fund Reserves

The Council achieved a surplus General Fund in 2016/17 of £2.115m this was transferred
to the capital programme reserve.

There are two purposes for holding reserves. The first is to have sufficient funds to be able
to maintain services, both in the short and medium term. The second is to earmark funds

1/6



7.3

7.4

7.5

7.6

8.1
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8.3

9.1

for specific purposes. There should be plans to spend earmarked reserves, even if the
amount and timing of that spending is uncertain.

The level of reserves should be regularly reviewed. This is particularly true in the current
situation. Local government has had reduced financial resources from the Government and
it is clear that this is going to continue for several years. Other Government changes (for
example the localisation of Council Tax Benefit and of Business Rates) have transferred
significant risks to local authorities.

For both the Housing Revenue Account and the General Fund, the Council needs sufficient
funds to be able to sustain services. In the case of the Housing Revenue Account the
reserves are sufficient and no changes are proposed.

The 2016/17 Budget Strategy reduced the General Fund reserve from £8.5m to £4m and
set up a separate business rates equalisation reserve for £5m. Any reserves available in
excess of these sums are transferred to the Capital programme reserve.

During 2016/17 a review of earmarked reserves took place by the Corporate Management
team to ensure that there are still plans for each reserve. Any considered excess reserves
were be transferred to the capital programme reserve. These transfers were reported in
the Financial Outturn Report.

Investment Acquisitions

The Council purchased three investment properties which has a return on average of 6.6%
per annum as compared to interest projections as show in paragraph 5.11. Recent
acquisitions of investment properties by other Local authorities are seeing the return on
investments in the region of 5.2%; this is still significantly higher than interest projections.

As at 31 March 2017, a total of £14.2m had been spent on investment properties compared
to £114m Treasury management investments at the end of the financial year. In the Budget
strategy 2017/18 (FIN/386) the sum available was increased to £5m. No suitable properties
have become available within this £56m limit since April 2016.

Officers would use to the following criteria to assess potential purchases. It is expected that
proposals should meet all of these criteria unless there are sound reasons not to.

[ purchase price of less than £5m (unless more funds are made available).

ii preferably freehold, but if leasehold then at least 125 years left on lease, or the
ability to purchase an extension to the lease length.

iii an income flow of 5 years duration, before either a lease renewal or tenant’s
option to break.

iv a covenant check of the tenant confirms the ability to perform the conditions of the
lease, including payment of rent.

% the investment should be in such a condition that any further short term capital
investment would be limited unless this could be met within the capital available.

Vi whilst Crawley may be a preferable location, other locations within the South East

will be considered.

Capital Funding

Future bids for capital should be based on expenditure required to maintain the Council’s
assets, for environmental obligations such as flood prevention and for disabled facilities
grants. In addition bids will be for spend to save projects or spend to earn investment
income. Schemes will be presented to the Budget Advisory Group later in the year for
prioritisation. There is currently estimated £20.0m of capital resources uncommitted.
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Any other specific bids will be presented directly to later meetings of the Cabinet.

Housing Revenue Account

Council on 22 February 2012 (FIN/257) approved the payment of £260.325m to the
Department for Communities and Local Government as part of the Government’s abolition
of the previous housing subsidy regime. The money was borrowed via a series of loans
from the Public Works Loan Board. The repayment dates vary between 2022/2023 and
2037/2038.

The net effect of these changes was that the HRA had budgeted for significant surplus over
the coming years. This was to enable the Council to make capital investments that will help
it achieve its corporate housing objectives. Investments already approved include the
provision of housing at Breezehurst Drive and Brunel Place and Forge Wood. Changes to
Right to Buy discounts and the announcement in the July 2015 budget that rents will
decrease by 1% per annum for 4 years from 2016/17, resulted in fewer resources available
to meet all aspirations.

The HRA 30 year plan is constantly being updated, and is reported to the affordable
housing group. This takes both revenue and capital budget projections and shows
resources available in for future investment in housing

Budget Process

The Budget Advisory Group will be meeting over the coming months to assess the policy
implications of savings measures, future growth bids and business cases put forward to
support proposals for capital investment including Crawley Homes. The report of the Chair
of the Budget Advisory Group will be considered by the Cabinet in the New Year.

The Budget and Council Tax report will be considered by the Cabinet on 7 February 2018.
The 2018/19 Budget will be set by Council on 21 February 2018.

Where budgetary proposals identify the need for the reduction of, or closure or
discontinuance of a service, appropriate consultation will need to be carried out. The Council
will also have to have due regard to the public sector equality duty under section 149 of the
Equality Act 2010 in making their decisions. The equalities impact will be addressed on
proposals as they are developed.

Background Papers

2017/18 Budget and Council Tax FIN/401
Budget Strateqy 2017/18 - 2021/22 FIN/386
Treasury Management Strateqy 2017/18 FIN/404
Financial Outturn 2016/2017 FIN/411

Treasury Management Outturn 2016/17 FIN/412
Financial Outturn 2014/15 Fin 362
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