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EAST HAMPSHIRE DISTRICT COUNCIL 

CABINET 4 February 2016

REVENUE & CAPITAL BUDGET 2016/17
Report Of the Executive Head for Governance and 
Logistics

FOR DECISION

Portfolio: Leader and Finance Portfolio – Councillor F Cowper

Key Decision: Yes

1. Purpose of Report

1.1 To provide Cabinet with the proposed revenue and capital budget, reserves & 
Balances, Treasury and Prices for Services for 2016/17.

2. Recommendation

2.1 That Cabinet recommend to Council: 

 The proposed Revenue & Capital Budgets for 2016/17, including a Council 
Tax rate of £134.58 at Band D, a 2% reduction on the current charge of 
£137.33. 

 The Treasury Management Strategy and Prudential indicators, and the 
Prices for Services



3. Budget Summary 2016/17

3.1 The 2016/17 initial budget position for next year is as follows:

Forecast
£’000

Estimated service costs for 2016/17 17,709

Other Operating Income & Expenditure (3,169)

Proposed draw from Usable Reserves (2,133)

Net Budget Requirement 12,407
Funding estimate (12,407)

(Surplus) / Deficit -

4. Budget Process for 2016/17

4.1 The approach to the 2016/17 budget process is a continuation of the process in 
place since 2014/15, commencing with the production of business plans during 
September, followed by a zero based costing to determine the true cost of 
delivering those plans.

4.2 Draft Business Plans have been agreed and signed off by the relevant Service 
Managers, and are the subject of a separate report at this meeting. The draft 
budget figures presented represent the cost of delivering those plans.

4.3 The total net cost of cluster business plans, in Appendix A, has been estimated at 
£17,709,000. After wider, unavoidable corporate costs are added, and 
contributions to and from specific reserves are accounted for, the net budget 
requirement is £12,407,000. The resources available to fund the business plans 
are £12,407,000. 

4.4 It should be noted that the budget is still draft at this stage, and is subject to 
change, particularly the Retained Business Rate calculation which will not be 
finalised until 31st January 2016. Any material changes will be reported at Council 
in February.

4.5 The following issues have impacted on the budget process for 2016/17:: 

 In the provisional settlement announced in December 2015, the provisional 
estimated reduction in general Government grants (Revenue Support Grant 
and New Homes Bonus) is an overall reduction of grant funding of 
£215,000.

 An overall reduction in retained business rates, as a result of an expected 
collection fund deficit in 2015/16 of £637,000 and an ongoing reduction of 
£134,000 per annum. The reasons for this are outlined in section 5 of the 
report. The prior year deficit is partially offset by a carry forward from 
2015/16 of £550,000.



 Budget growth of £1m arising from new activities identified in business 
plans. Appendix E summarises the major areas of growth from 2015/16’s 
budget.

5. Funding estimates for 2016/17

5.1 Council Tax:  The budget proposals assume that there will be a reduction in 
Council Tax in 2016/17. The decrease in income receivable is partially offset by an 
increase in taxbase resulting from housing growth and a slight reduction in the 
number of Council Tax support claimants. 

5.2 Revenue Support Grant and New Homes Bonus: The provisional settlement 
announced in December 2015 showed an overall combined reduction in Revenue 
Support Grant and New Homes Bonus of £215,000. The Government has recently 
announced that the support grant mechanism will be replaced by 100% retention 
of business rates. This will be subject to consultation during 2016/17.  

5.3 The provisional settlement suggests that Revenue Support Grant will reduce by 
£573,000 in 2017/18, before disappearing completely in 2018/19.  

5.4 The New Homes Bonus scheme came into effect in April 2011. The provisional 
settlement suggests East Hampshire will receive estimated grant of £3.3m in 
2016/17, reducing to £2m by 2019/20.

5.5 Retained Business Rates: Since 2013/14, the Council has been allowed to retain 
a proportion of Business Rates. The budget estimate, currently £1.6m, will be 
based on the Council’s final NDR1 return which will be submitted by 31st January. 
Until the return is submitted the business rates estimate is subject to change.

5.6 Measures included in previous autumn statements designed to attract new 
business, and currently being funded by s31 grant, are assumed to continue and 
grant of £708,000 is currently anticipated. 

5.7 In addition to the 2016/17 estimate, there will be redistribution of an estimated  
deficit of £637,000 from 2015/16. There are two main reasons for this deficit. One 
is the successful appeals of doctors surgeries, resulting in refunds of £1.4m in 
2015/16, and the other is the potential award of charitable status of the REME 
facility at Whitehill and Bordon, which could result in a £1m refund. Both of these 
issues will also mean an ongoing reduction in rateable value. Legal advice is 
currently being sought on the REME refund and, following resolution, the budget 
estimates will be revised accordingly.



6. Medium term projections to 2019/20

6.1 The Council’s Medium Term Financial Strategy has been updated using the results 
of the budget process as a revised base. The medium term projections below 
demonstrate the Council’s ambitions for non reliance on government grant and 
council tax, and the scale of income challenge required to achieve those goals.

 2016/17 2017/18 2018/19 2019/20
     
Total income & Expenditure 14,913 14,914 14,714 14,314
Use of Reserves (1,582) (1,582) (1,582) (1,582)
Use of General Fund (Offsetting 
Collection Fund deficit) (550) - - -

     
New Ventures income target (124) (635) (1,203) (1,416)
Property Development target - (882) (1,057) (1,807)
Property investment target (513) (513) (513) (513)
Net Budget requirement 12,144 11,302 10,359 8,996
    
Revenue Support Grant (734) (162) - -
New Homes Bonus (3,345) (3,363) (2,113) (2,028)
Retained Business Rates (2,309) (2,377) (2,483) (2,491)
Collection Fund Surplus (CT & BR) 525 - - -
Council Tax Income (6,544) (6,531) (6,519) (6,507)
     
Estimated Funding Available -12,407 -12,433 -11,115 -11,026
Balance to Sustainability Reserve -263 -1,131 -756 -2,030

Sustainability Reserve -263 -1,394 -2,150 -4,180
 

7. Addressing the Long Term position

7.1 The Council continues to invest heavily in the short term to achieve the long term 
objectives of its financial strategy. There are four key workstreams under Service 
Futures. The workstreams are;

 People performing effectively, developing people’s skills and behaviours

- The Council is undergoing phase 2 of the Terms & Conditions review. 
The cost implications of this review are not yet known and therefore no 
assumptions have been made in the budget.

 Delivering differently, increasing income and developing new markets

- During 2015/16, Cabinet committed to joining the 5 Districts 
procurement exercise for certain services. The savings arising from the 
exercise are likely to be achieved from 2017/18.  



- The Council seeks to take advantage of commercial opportunities to 
reduce reliance on government grant. £263,000 net income has been 
identified in the 2016/17 budget setting process and set aside into the 
Sustainability reserve  

- The Council is undergoing a review of its executive management. 
Currently no assumptions have been made in the budget regarding the 
outcome of this review.

 Managing Contracts strategically. Funding has been committed from 
reserves to ensure the success of key procurements in the short to medium 
term.

8. Capital Projections 2016/17 to 2018/19

8.1 The capital projections are shown in Appendix B. 

8.2 Budget managers have been asked to complete outline capital appraisal forms 
for new projects identified. It is proposed that a Capital Appraisal panel will 
consider the outline business cases for each new proposal. Those projects that 
the Capital panel support will be subject to a detailed business case prior to 
consideration by Cabinet.   

8.3 The projections also include projects likely to be brought forward from 2015/16’s 
capital programme.

9.     Use of Reserves 2016/17 to 2018/19

9.1 Appendix C shows the proposed use of reserves between 2015/16 and 2018/19.  

10. Prices review 2016/17

10.1 The fee setting process has historically been undertaken late in the budget 
process, meaning that there has been no real link between prices and income 
budgeting.

10.2 Furthermore, the Council is looking to move to a more commercially focused 
prices setting methodology where possible. A detailed review of all fees has 
therefore been undertaken to ensure this objective is being met. The objectives of 
the review were to set:

 Commercial rates to maximise income 
 Subsidised commercial rates in cases where customers suffer some from 

of evidenced income deprivation.
 Cost recovery where commercial charging is unsuitable, on the basis of 

full absorption. 
 Special pricing where relevant, for example, car parking charges. 

10.3 The review of prices has resulted in a number of revisions to charges, provided in 
appendix G.  



11. Treasury Management Strategy

11.1The Treasury Management Strategy has been reviewed and will apply from 1st 
March 2016. The main change to the Treasury Strategy has been to update the 
borrowing limits to ensure the longer term ambitions of the Council’s financial 
strategy can be met.

9.  Next steps

9.1Following discussion at Cabinet, the budgets will be formally approved, with the 
Council Tax resolution, at Council in February. 

10.   Appendices:

o Appendix A – Summary budget position 2016/17

o Appendix B –  Capital programme 2016/17 – 2018/19 and new capital 
bids

o Appendix C – Reserves projection 2016/17 to 2018/19

o Appendix D – Business Rates projections 2016/17

o Appendix E – Summary of Growth Items

o Appendix F – Treasury Management Policy 2016/17

o Appendix G – Prices for Services

o Appendix H – CFO Statement
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Gross 
Exp 

£’000

Gross 
Income 

£’000
Net Exp 

£’000

Service Running Costs

Environment & Communities 4,986 (2,271) 2,715
Executive 634 (8) 626
Governance & Logistics 30,016 (25,125) 4,891
Marketing & Development 2,530 (116) 2,414
Offices & Facilities 965 (59) 906
Planning & Economy 4,423 (2,292) 2,131
Refuse & Grounds 4,062 (814) 3,248
Whitehill & Bordon 1,042 (264) 778

Total Service Expenditure 48,658 (30,949) 17,709

Service Managers income challenge (1,234)
Other Operating Income & Expenditure 475

(759)

Financing and Investment Income and Expenditure
Treasury Management net Income (417) 
Investment Property net Income (1,373)

(1,790)

Capital Expenditure funded by Revenue under Statute 4,895
4,895

Movement in Reserves
Contributions to/(from) Earmarked Reserves (2,133)
Contributions to/(from) Grants & Contributions Unapplied (4,895)
Contributions to/(from) Statutory Reserves (620)

(7,648)

Total Income and Expenditure 12,407

Funding
Revenue Support Grant (733)
New Homes Bonus (3,345)
Other Government Grants (708)
Council Tax (6,657)
Retained Business Rates (1,601)
Business Rates 2015/16 deficit allocation 637

Total Funding (12,407)

(Surplus)/Deficit -
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Service Running Costs by Cluster
2016/17 
Budget 

Estimate 
£000

Income          (6,204)
Employee Costs 12,669
Other Running Costs 11,644
Major Building Repairs -
Housing Benefits Income (24,745)
Housing Benefits Expenditure 24,345

17,709

General Fund Balance

Budget 
Estimate

£000
Forecast Balance Brought Forward (Per Q2 
Forecast) (2,551)

Contributions to/from Revenue 551
(Surplus)/Deficit in year              -
Carried Forward (2,000)       


