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EXECUTIVE SUMMARY

This report details the revenue budget for 2021/22 and the Medium Term Financial Forecast
(MTFF) for the period 2021/22 to 2024/25. It provides detail to inform Council in setting Council
Tax and rents for 2021/22.

The report also details the General Fund and Housing Revenue Account (HRA) Capital Strategy
and Programme for the period 2020/21 to 2025/26.

Details of the budget and capital programme are included in the following appendices and
annexes thereto:

Appendix 1 The Revenue Budget 2021/22 and Medium Term Financial Forecast 2021/22 to
2024/25

Appendix 2 The Capital Strategy & General Fund Programme 2020/21 to 2025/26
Appendix 3 The HRA Budget 2021/22 and Capital Programme 2020/21 to 2025/26
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RECOMMENDATIONS:

CABINET

Cabinet are recommended to:

General Fund

Note the forecast outturn position for 2020/21 as set out in paragraphs 29 to 32 of
Appendix 1.

Note the revised Medium Term Financial Forecast 2021/22 to 2024/25 as detailed in
paragraphs 68 to 74 of Appendix 1 and Annex 1.1.

Note the aims and objectives of the Medium Term Financial Forecast which will be
presented to council for approval on 24" February 2021 as set out in paragraph 24
of Appendix 1.

Note that formal budget consultation began on 16" December 2020 and ended on
19 January 2021, although comments submitted after this date will be considered
where possible. The outcome of the consultation is outlined in paragraphs 34 to 39
with no changes to amounts put forward as savings proposals in December.

Notes the Equality and Safety Impact Assessment process that was followed as set
out in paragraphs 40 to 43. The updated ESIA’s and Cumulative Impact
Assessment are available documents in the Members Room, documents 1 and 2.

Vi)

Note that the Executive’s budget proposals are based on the assumptions detailed
within the MTFF and that this includes an increase in the Adult Social Care precept
of 3.00% and an increase in the general council tax of 1.99%, allowable under
general powers to increase council tax without a referendum.

vii)

To note that the report identifies general fund pressures totalling £36.81M in
2021/22, as detailed in paragraph 50 of Appendix 1.

viii)

To note that savings proposals totalling £10.68M are included in the 2021/22
General Fund Revenue Budget, with £7.14M in 2022/23, as detailed in paragraphs
53 to 56 of Appendix 1.

To note proposals for the use of the Local Council Tax Support Grant will be brought
forward during 2021/22, as detailed in paragraph 75 of Appendix 1

Note that the budget sets the Band D Council Tax for Southampton City Council at
£1,644.39 for 2021/22, a Net Budget Requirement of £173.85M and the Council Tax
Requirement for 2020/21 at £105.88M as per Annex 1.2.

Xi)

To note that further proposals will need to be considered to address the 2022/23
and future years budget shortfall.

xii)

Notes and recommends to council where appropriate, the MTFF and General Fund
Revenue Budget changes as set out in Council recommendations i) to xiv).

General Fund

Capital Programme

xiii)

Notes the revised General Fund Capital Programme, which totals £466.43M (as
detailed in paragraphs 4 to 6 of Appendix 2) and the associated use of resources.

Xiv)

Notes that a further £6.52M has been added to the General Fund programme,
requiring approval to spend, by Cabinet/Council subject to the relevant financial




limits. These additions are detailed in paragraphs 14 to 23 of Appendix 2 and Annex
2.1.

XV)

Notes the request for approval to spend a further £2.50M relating to the SEND
(Special Educational Needs and Disabilities) programme as detailed in paragraph
11 of Appendix 2 and Annex 2.1.

XVi)

Notes the removal of schemes from the capital programme totalling £201.79M as
set out in paragraphs 8 and 10 of Appendix 2 and detailed in Annex 2.1.

XVii)

Notes the required approval to accept government grant funding of £1.68M from the
Department of Business, Energy & Industrial Strategy under the Public Sector
Decarbonisation Scheme awarded following a bid made by the Green City & Place
portfolio as detailed in paragraph 12 of Appendix 2.

Xviii)

Notes that the capital programme remains fully funded up to 2025/26 based on the
latest forecast of available resources although the forecast can be subject to
change; most notably with regard to the value and timing of anticipated capital
receipts and the use of prudent assumptions of future Government Grants to be
received.

XiX)

Notes that a review of the Council’s capital strategy has been undertaken as
detailed in Annex 2.3.

XX)

Notes that a review of the Council’'s MRP (Minimum Revenue Provision) strategy
has been undertaken as detailed in Annex 2.3(a).

XXi)

Notes that a review of the Council’s investment strategy has been undertaken as
detailed in Annex 2.3(b).

Hous

ing Rev

enue Account

XXii)

To note that, from 15t April 2021, an average rent increase be applied to dwelling
rents of 1.33%, as set out in paragraph 9 of Appendix 3, equivalent to an average
increase of £1.14 per week in the current average weekly dwelling rent figure of
£85.67.

XXiii)

To note an increase in weekly service charges of 1.5%, as detailed in paragraphs
10 and 11 of Appendix 3 from 1t April 2021 (including supported accommodation).

XXiV)

To note and recommend the Housing Revenue Account Revenue Estimates as set
out in Appendix 3.

XXV)

To note the 40 year Business Plan for revenue and capital expenditure set out in
Annexes 3.1 and 3.2 of Appendix 3 respectively, that based on current assumptions
are sustainable and maintain a minimum HRA balance of £2.0M in every financial
year.

XXVI)

To note the increase in heating charges set out in paragraph 12 of Appendix 3 and
Annex 3.3.

XXVil)

Notes the revised Housing Revenue Account (HRA) Capital Programme, which
totals £376.51M (as detailed in paragraph 22 & 32 of Appendix 3) and the
associated use of resources.

KXVili)

Notes the addition of £164.34M to the HRA Capital Programme and the request for
approval to spend £164.34M as detailed in paragraph 31 of Appendix 3.




COUNCIL

General Fund

)

Notes the general budget consultation process that was followed as detailed in
paragraphs 34 to 39.

Notes that the budget consultation feedback has been taken into consideration by
the Cabinet and has informed their final budget proposals. Further details are
contained within the Members Room document 3.

Notes the Equality and Safety Impact Assessment process that was followed as set
out in paragraphs 40 to 43. The updated ESIA’s and Cumulative Impact
Assessment are available documents in the Members Room, documents 1 and 2.

Note the forecast outturn position for 2020/21 as set out in paragraphs 29 to 32 of
Appendix 1.

Approves the revised Medium Term Financial Forecast (MTFF) for the period
2021/22 to 2024/25 attached as Annex 1.1.

Vi)

Approves the 2021/22 General Fund Revenue Budget as detailed in Annex 1.1(a) of
the MTFF at Annex 1.1.

vii)

Notes that the Executive’s budget proposals are based on the assumptions detailed
within the MTFF and that this includes an increase in the Adult Social Care precept
of 3.00% and an increase in the general council tax of 1.99%, allowable under
general powers to increase council tax without a referendum.

viii)

Approves additional general fund pressures totalling £36.81M in 2021/22 as detailed
in paragraph 50 of Appendix 1.

Approves savings proposals totalling £10.68M that are included in the 2021/22
General Fund Revenue Budget, with £7.14M in 2022/23, as detailed in paragraphs
53 to 56 of Appendix 1.

To note proposals for the use of the Local Council Tax Support Grant will be brought
forward during 2021/22, as detailed in paragraph 75 of Appendix 1.

Xi)

To delegate authority to the Executive Director for Finance, Commercialisation &
S151 Officer, following consultation with the Cabinet Member for Finance and
Income Generation, to do anything necessary to give effect to the proposals
contained in this report.

xii)

Sets the Band D Council Tax for Southampton City Council at £1,644.39 for
2021/22, a Net Budget Requirement of £173.85M and the Council Tax Requirement
for 2020/21 at £105.88M as per Annex 1.2.

xiii)

Notes the estimates of precepts on the council tax collection fund for 2021/22 as set
out in Annex 1.3.

Xiv)

Agrees that the following amounts be now calculated by the Council for the
financial year 2021/22 in accordance with Section 31 and Sections 34 to 36 of the
Local Government Finance Act 1992; and

Determines in accordance with Section 52ZB of the Act that the Council’s relevant
basic amount of Council Tax for 2021/22 is not excessive in accordance with
principles approved by the Secretary of State under Section 52ZC of the Act.




(a) £512,018,229 (Being the aggregate of the amounts which the Council
estimates for the items set out in Section 31A(2) of the Act).

(b) £406,137,601 (Being the aggregate of the amounts which the Council
estimates for the items set out in Section 31A(3) of the Act).

(c) £105,880,628 (Being the amount by which the aggregate at (a) above
exceeds the aggregate at (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 31B(1) of the Act).

(d) £1,644.39 (Being the amount at (c) above (Item R), all divided by the tax
base of 64,389 (Item T), calculated by the Council, in accordance with
Section 31B(1) of the Act, as the basic amount of its Council Tax for the
year).

Gener

al Fund

Capital Programme

XV)

Approves the revised General Fund Capital Programme, which totals £466.43M (as
detailed in paragraphs 4 to 6 of Appendix 2) and the associated use of resources.

XVi)

Approves additions of £6.52M which has been added to the General Fund
programme requiring approval to spend, by Cabinet/Council subject to the relevant
financial limits. These additions are detailed in paragraphs 14 to 23 of Appendix 2
and Annex 2.1.

XVii)

Approves the request to spend £2.50M as part of the SEND work as detailed in
paragraph 11 of Appendix 2 and Annex 2.1.

XViii)

Approves the removal of schemes from the capital programme totalling £201.79M
as set out in paragraphs 8 and 10 of Appendix 2 and detailed in Annex 2.1.

XiX)

Approves the acceptance of government grant funding of £1.68M from the
Department of Business, Energy & Industrial Strategy under the Public Sector
Decarbonisation Scheme awarded following a bid made by the Green City & Place
portfolio as detailed in paragraph 12 of Appendix 2.

XX)

Notes that the capital programme remains fully funded up to 2025/26 based on the
latest forecast of available resources although the forecast can be subject to
change; most notably with regard to the value and timing of anticipated capital
receipts and the use of prudent assumptions of future Government Grants to be
received.

XXi)

Approves the Council’s capital strategy detailed in Annex 2.3.

XXii)

Approves the Council’'s MRP strategy detailed in Annex 2.3(a).

XXiii)

Approves the Council’s investment strategy detailed in Annex 2.3(b).

Hous

ing Rev

enue Account

XXIV)

Approves that, from 1t April 2021, an average rent increase be applied to dwelling
rents of 1.33%, as set out in paragraph 9 of Appendix 3, equivalent to an average
increase of £1.14 per week in the current average weekly dwelling rent figure of
£85.67.

XXV)

Approves an increase in weekly service charges of 1.5% as detailed in paragraphs
10 and 11 of Appendix 3 from 1t April 2021 (including supported accommodation).




xxvi) | Approves the Housing Revenue Account Revenue Estimates as set out in Appendix
3.

xxvii) | Approves the 40 year Business Plans for revenue and capital expenditure set out in
Annexes 3.1 and 3.2 of Appendix 3 respectively, that based on current assumptions
are sustainable and maintain a minimum HRA balance of £2.0M in every financial
year.

xxviii) | Approves the increase in heating charges as detailed in paragraph 12 of Appendix 3
and Annex 3.3.

xxix) | Approves the revised Housing Revenue Account (HRA) Capital Programme, which
totals £376.51M (as detailed in paragraph 22 & 32 of Appendix 3) and the
associated use of resources.

xxX) | Approves the addition of £164.34M to the HRA Capital Programme and the request

for approval to spend £164.34M as detailed in paragraph 31 of Appendix 3.

REASONS FOR REPORT RECOMMENDATIONS

1.

The Council is a large and complex organisation managing the delivery of a vast range of
businesses either directly or through/with others. Its core purpose is to improve the quality of
life for residents and effective financial management is key to this. It is important that
Members are aware of the major financial opportunities and challenges and that they make
informed decisions. The Council regularly revises its MTFF so that the financial position is
clear for budget proposals to be drawn up for the forthcoming year.

The Capital Programme is reviewed on a quarterly basis in accordance with the Council’s
Capital Strategy. Programme updates are reported to Cabinet and Council for approval. This
is required to enable schemes in the programme to proceed and to approve additions and
changes to the programme. Major capital projects are undertaken over a number of year so
by setting a clear 5 year programme works can be undertaken in timely manner to assist the
Council in achieving its aims and priorities, over both the short and medium term.

The Constitution requires the Executive to recommend its budget proposals for the
forthcoming year to full Council. The recommendations contained in this report set out the
various elements of the budget that need to be considered and addressed by the Cabinet in
preparing the final papers that will be presented to full Council.

ALTE

RNATIVE OPTIONS CONSIDERED AND REJECTED

Alternative options for revenue spending and MTFF assumptions form an integral part of the
development of the overall MTFF that will be considered at the council budget setting
meeting on 24™ February 2021.

Part of setting the General Fund Budget and Medium Term Financial Forecast, requires a
view to be taken on the revenue cost of capital to the Council and proposals have been
considered in order to ensure the most appropriate use of capital resources in meeting the
council’s priorities. The Capital Strategy and an updated Capital Programme are included
as Appendix 2 to the report, and the latest position is included in the MTFF Model.

This report sets out the HRA revenue budgets for 2021/22 and the 40 year HRA business
plan covering the period 2021/22 to 2060/61. The proposed changes to rents and other
charges are an integral part of the revenue estimates for 2021/22.

The update of the Capital Programme is undertaken within the resource constraints imposed

on it. No new schemes can be added unless specific additional resources are identified.




Alternative options for new capital spending are considered as part of the budget setting
process in the light of the funding available and the overall financial position.

DETAIL (Including consultation carried out)

REVENUE BUDGET AND MEDIUM TERM FINANCIAL FORECAST

As reported in Appendix 1 (paragraph 30) and in detail in the financial monitoring report to
Cabinet, the position for COVID-19 costs in the current year is a gross impact of £34.5M on
council portfolios. Even with grant support from Government, the council has expects to apply
£5.6M of its own funds to help support the essential work needed to respond to the pandemic.
Such a large cost also creates major difficulties with drafting a balanced budget for 2021/22.
All efforts have been made to realistically assess the likely impact on the budget in 2021/22
from the pandemic and factor this into our spending and funding for 2021/22. The Council
has £7.8M of general grant support in 2021/22 from Government, as announced alongside
the settlement, and this has been factored into supporting the budget. However, for
Southampton, as for all authorities, significant risks remain around how the pandemic will
continue to impact on the financial position. This has made the work around ensuring a robust
budget and financial resilience for the authority for 2021/22 and beyond of particular
importance, as well as the statement provided by the Executive Director for Finance,
Commercialisation & S151 Officer on the robustness of the budget and adequacy of reserves
(see paragraphs 18 to 29).

Details of the Revenue Budget for 2021/22 and the updated Medium Term Financial Forecast
2021/22 to 2024/25 are given in Appendix 1 and annexes thereto.

A report providing an update on the budget position for 2021/22 was presented to Cabinet on
15™ December 2020. Appendix 1 provides an update to that report, giving details of the
council’s financial resources following the 2021/22 provisional local government finance
settlement and sets out the final proposals in respect of additional budgetary pressures, lost
income and unachieved savings following review of the initial proposals and taking into
account feedback from the budget consultation exercise and the latest financial monitoring
position. The final local government finance settlement, approved by Parliament on 10"
February 2021, confirmed the funding allocations included in the proposed 2021/22 budget
but at the time of writing allocations for Public Health Grant have not been announced.

10.

The position reported in December 2020 showed a budget shortfall for 2021/22 of £3.97M.
The updated position is a balanced budget for 2021/22 and budget shortfalls of £22.5M
(2022/23), £27.3M (2023/24) and £26.6M (2024/25) respectively. A summary of all of the
changes with respect to 2021/22 since the shortfall position reported in December 2020 is
provided in paragraph 69 of Appendix 1. Future budget shortfalls will need to be addressed
and will form a part of the in-year budget work carried out by the Executive Management
Team.

11.

The budget proposals set out in December 2020 were based on a council tax increase of just
under 2% for the ‘core’ council tax rise and 2% for Adults Social Care. The recommended
increase in this report remains just under 2.00% for the core increase but proposes making
use of the extra flexibility of an additional 1% for upper tier councils to raise through the Adult
Social Care levy, taking that element to 3%. All of the 3% increase will be applied to Adult
Social Care to protect this service area, which has come under additional pressure during the
COVID-19 pandemic.




12.

The Medium Term Financial Forecast does not reflect any changes that may arise through the
reform of the business rates retention system or implementation of the fair funding review,
both of which the Government delayed until 2022/23. These anticipated changes, together
with the postponement of the multi-year spending review, mean there is much uncertainty
about funding after 2021/22. Due to uncertainty over future funding as well as spending
pressures being far more volatile than ever before under COVID-19, the MTFF will be kept
under regular review.

CAPITAL STRATEGY AND CAPITAL PROGRAMME

13.

Details of the capital programme for 2020/21 to 2025/26 and the updated Capital Strategy are
given in Appendix 2 and annexes thereto.

14.

Appendix 2 highlights the proposed changes to the General Fund capital programme since
the last reported monitoring position to Cabinet in February 2021. The net result of the
changes is that the programme has decreased by £195.27M, with the withdrawal of the
Property Investment Fund (worth £200M) being the key change.

Appendix 3 highlights the proposed changes to the HRA capital programme since the last
reported monitoring position to Cabinet in February 2021. The net result of the changes is that
the programme has increased by £164.34M, the commitment to 1,000 Homes being the major
factor behind the increase.

15.

The capital budget proposals put forward as part of this report reflect the anticipated needs of
the Council over the next 5 years with significant investment. Additions to the programme
have been kept to a minimum, due to the uncertainty of consequence of the pandemic on the
authority and its impact on delivery of the programme.

16.

Annex 2.3 details the updated capital strategy for approval. The capital strategy gives a high-
level overview of how capital expenditure, capital financing and treasury management activity
contribute to the provision of local public services along with an overview of how associated
risk is managed and the implications for future financial sustainability. The capital programme
will be kept under regular review, both in terms of future affordability and delivery when set
against the Pandemic and its impact on the authority.

HOUSING REVENUE ACCOUNT BUDGET AND CAPITAL PROGRAMME

17.

The HRA records all the income and expenditure associated with the provision and
management of council owned homes in the City. This account funds a significant range of
services to approximately 16,000 homes for Southampton tenants and their families and to
over 2,000 homes for leaseholders. Further information can be found in Appendix 3 on the
HRA revenue budget 2021/22 and capital programme. The proposals include any amendments
needed, where necessary, relating to general service charges and supported accommodation
as well as HRA rents.

STATEMENT OF THE SECTION 151 OFFICER IN ACCORDANCE WITH THE LOCAL
GOVERNMENT ACT 2003 — ROBUSTNESS OF ESTIMATES AND ADEQUACY OF
RESERVES

18.

There are a number of major sources of change and uncertainty arising from the external
environment, which may impact on the council’s costs and funding. As stated by the Bank of
England in late 2020, “The outlook for the economy remains unusually uncertain. It depends
on the evolution of the pandemic and measures taken to protect public health, as well as the
nature of, and transition to, the new trading arrangements between the European Union and




the United Kingdom. It also depends on the responses of households, businesses and
financial markets to these developments.” With both council funding and spending strongly
linked to the pandemic and state of the economy, future planning and risk assessment is
being undertaken against a very challenging backdrop.

The major risks and uncertainties include:

The ongoing impacts of COVID-19 remain uncertain, both in terms of service pressures
and economic impact. The nature of a ‘new normal’ is unknown and the ongoing
impact of the pandemic on service demand levels and income streams is uncertain, but
is likely to increase the volatility with budgets.

The economic downturn and high unemployment rates could adversely impact the
income derived from both council tax and business rates. The Office for Budget
Responsibility (OBR) has forecasted the economy will contract by 11.8% in 2020 and
will take until the end of 2022 to return to pre-pandemic levels. Other economic impacts
may last longer, for example unemployment is expected to peak in the second quarter
next year at 7.5% and fall to 4.4% by 2025 (pre-pandemic was 3.8% in 2019).

The income derived from council tax and business rates has factored in prudence,
stripping out previously expected growth in business rates and the council tax base.
Adjustments have been made with respect to increasing the assumptions around
empty properties (for business rates) and a rising number of council tax support
claimants but the exact effects of the pandemic lockdowns is hard to predict.

The economic effects, whether positive or negative, from leaving the transition period
with the European Union and embarking on a free trade agreement on overall public
finances and the resource available for the next Spending Review.

The Government’s Fair Funding Review (FFR), expected in 2022/23 which will review
the relative spending need of all local authorities and will therefore influence the
allocation of resources between authorities.

The Government’s implementation of the 75% business rate retention share for
councils, up from the current 50% system, is now expected in 2022/23. Though this
should be financially neutral nationally, there will be an impact from the expected ‘reset’
of business rates whereby baseline funding levels will be re-established. This means a
potential risk of a loss of any business rate growth to the authority. As we have seen in
2020/21, business rates are unpredictable, meaning the council must budget allowing
for increased uncertainty and volatility with funding in future.

There are significant cost pressures arising from changing demographics and a
growing, ageing population. These lead to increased demand for adult and children
services, as well as other services across the Council. These pressures have been
built into the budget and will continue to be reviewed

The long promised Green Paper on adult social care to place the service on a more
sustainable footing is still yet to arrive. Assumptions have necessarily been made over
the continuation of a significant degree of grant support to local authorities.

The adequacy of the provision made for inflationary costs, pay awards and also the
potential for increases in interest rates which would impact on borrowing costs. As of
November 2020, the inflation level for the United Kingdom was 0.3%, falling from a high of
3.1% almost three years earlier in November 2017. The outlook for inflation is that it will
remain low over the medium term. This area will be kept under regular review for any
potential adverse impact.




¢ Anything arising from the expected budget announcement by the Chancellor on 3
March or the Spending Review which is expected to outline the national future funding
envelope for public services from 1 April 2022.

19.

Whilst this proposed budget maintains services during the pandemic, and allocates additional
resources in key areas into 2021/22, the challenges ahead should not be under-estimated.
Going into 2022/23 to ensure the Council operates within its financial envelope, it will need to
cover an estimated budget shortfall of around £22.5M. This figure rests, inevitably, on a
number of assumptions as set out in Annexe 1.1 to Appendix 1. Given the highly uncertain
environment under which council services are currently operating, and the uncertainty which
arises over future funding of those services due to the economic impact from the pandemic, it
cannot be ruled out that the predicted £22.5M shortfall will yet increase.

The size of the challenge, as well as a significant level of uncertainty, will mean the council
needs to adapt its budget work and financial management to be more flexible and responsive.
Accordingly, it is important that in-year budget work is undertaken during 2021/22, to assess
spending and consider any further saving opportunities for 2021/22 as well as planning for the
2022/23 budget challenge at an early stage. The authority will therefore continue to keep its
MTFF under close review given the high degree of financial uncertainty. Detailed budget
monitoring, and considering the mitigation available where budget pressures arise, forms a
part of the quarterly in-year budget monitoring evaluation which is reported to Cabinet.

20.

Section 25 of the Local Government Act 2003 requires each Chief Financial Officer to report
to their authority about the robustness of estimates and the adequacy of reserves when
determining their budget and level of council tax.

Each authority is required to consider their Chief Financial Officer’s report when setting the
level of council tax.

21.

The financial position and unparalleled pressures experienced in 2020/21 have been taken
into account when formulating the budget for 2021/22. As reported to Cabinet on 23t
February 2021, at the end of quarter 3 the financial position was that the council’'s net General
Fund position is projected favourable at £4.59M for ‘business as usual’, though this does rely
on using corporate funds and £5.76M from the Social Care Demand Reserve in support of
Children’s services.

22.

The general fund balance is planned to remain at its current level (£10.07M) and provides a
safeguard against unexpected incidents and also potential overspending. At this level, it is
regarded as an adequate level.

23.

We hold reserves for different purposes. We have reserves that are ringfenced for specific
purposes, reserves that are earmarked for specific initiatives that can be met by one-off
sources of money and more general reserves to deal with the financial risks outlined in the
previous section. It is this last category that will have an element of ‘uncommitted’ sums set
aside for future risks or need.

A statement on reserves is provided on Annexe 1.1(b) to the Medium Term Financial
Forecast. By the end of 2020/21, total reserves are expected to be £92.4M. However, the
majority is already committed to meet particular future liabilities or is already planned to be
used. The sum, available when taking future expected commitments and liabilities into
account, is around £35.6M. In practice £7.4M of this is expected to help cover the rising
pressure from social care demand each year, leaving £28.2M for all the risks identified

above. This £28.2M is held within the Medium Term Financial Risk Reserve and protects the
council from future risks, both known and unknown. It is essential to maintain this reserve at a




level assessed as reasonable by the S151 officer to provide a safety net for the authority and
ensure stability of service and financial planning.

An element of reserves was agreed to be utilised, at the February 2020 Council meeting,
under the agreed strategy to support the budget which includes helping to ‘smooth’ the
savings needed over the next 2-3 financial years, allowing longer term plans to be

made. Given the pandemic situation, and the uncertainty arising over future funding and
spend due to the pandemic, reserves are an essential element of ensuring both service and
financial resilience at this critical time.

24,

The Council had created a Social Care Demand Risk reserve, which as part of the 2020/21
budget was increased from £1M to £7M. This reserve will be further boosted this year to
ensure financial resilience in an area where a number of significant and ‘high risk’ budgets
exist, and is forecast to have a balance of £11.58M by the current year-end. The budget
assumes a use of the reserve during 2021/22, but on current forecast will still have a balance
of £7.4M after the expected drawdown. Social care budgets have been reviewed and
increased to cater for expected demand but this sum provides a further cushion against future
unexpected increases on social care service demand.

The council faces a highly challenging financial background, with considerable uncertainty
and also risks around volatility of spend and funding which will be strongly influenced by the
unknowable course of the pandemic. It will therefore be crucial that reserves, both earmarked
and general, continue to be managed in the medium term in a way that gives due regard to
the need to set a legally balanced budget and safeguard against risks. Reserve use will be
carefully monitored and the strategy on their use kept under review during the year.

25.

On savings, the 2021/22 budget is balanced via £10.68M of savings and other assumptions
factored into budgets (see Appendix 1, paragraphs 53-56 and Annexe 1.6).

Services have been actively working on their saving proposals for some time, and where not
achieved in-year during 2021/22 the assumption will be mitigations can be found until the
savings are realised, or equivalent sums found.

The Council agreed in November 2019 to resume property investment, with an additional
£200M made available within the capital programme, which aimed to contribute net income to
the budget of around £2.75M when fully invested. This investment has now been removed
from the capital programme, as a result of Government changes to rules around borrowing
which has precluded undertaking any borrowing from the Public Works Loan Board (PWLB)
primarily for yield on investment. Capital spending plans will need to be submitted in advance
to Government, and the S151 officer provide assurance that the council will not be
undertaking investment of assets primarily for yield. One of the budget pressures to be met is
the £2.75M shortfall with council income now this policy can no longer be implemented.
Regeneration opportunities can still be considered, but would be expected to match clear
criteria such as creating social or economic value that would otherwise not occur without the
local authority investment.

26.

Given the service pressures faced, as well as the other risks identified, the budget contains an
uncommitted contingency level within centrally held funds of around £9.5M, which provides for
added confidence when dealing with volatile budgets and uncertainty.

27.

In the context of the proposed overall net budget of £174M, and the reserves and
contingencies available, the savings plans and assumptions made should not present an
excessive financial risk to the authority.




28.

Financial procedures to monitor and report on the forecast position versus the budget are well
ingrained across the authority and reporting occurs frequently to both senior management and
formally to members (via a quarterly Cabinet report).

However, it is recognised that on-going robust financial management, strict budgetary control
and the on-going monitoring of both savings and investment delivery plans, with processes in
place to promote these during the next year is necessary to ensure this budget is delivered.
This will be done with a focus on ‘risk management’, with the most attention given to the most
material and volatile areas of the budget. We will also review all our processes against the
background of the new Financial Management Code, and where appropriate ensure we
enhance our processes to continue to promote sound financial management.

29.

Circumstances around budget setting this year have been especially challenging; the
economic and social impacts of the COVID-19 pandemic, Brexit and uncertainty around the
future of local government funding. These present significant levels of uncertainty and
potential financial risk and instability.

However, for the reasons listed in this section including:

e the sound financial health from the reserves, in particular the Medium Term Financial
Risk Reserve and Social Care Demand Reserve,

e contingency and inflation funds in the budget of £9.5M (uncommitted),

¢ the evidence from the CIPFA resilience index below (paragraphs 30 and 31) and

e the clear intention to be as adaptable and responsive as possible to the current budget
pressures by applying a more adaptable business planning and financial framework
during 2021/22 and having a strong focus on reporting in-year budget review work,
including new savings.

| am therefore content as the Council Chief Financial Officer that the Council is operating
prudently and with sufficient financial resilience to deal with the risks highlighted within the
budget report (John Harrison Executive Director for Finance, Commercialisation & S151
Officer).

CIPFA Resilience Index

30.

The Chartered Institute of Public Finance and Accountancy (CIPFA) has introduced a
resilience index, designed to support the local government sector as it faces continued
financial challenge. It has a series of up to 16 measures that compare local authorities with
each other across issues such as level of and movement in reserves, level of gross debt and
proportion of budget spent in areas experiencing the most demand pressure (Adults and
Children Services) and therefore most likely to be at risk of overspending. It applies current
and past data rather than future estimates. When this index was published in February 2020,
the results for Southampton City Council were that the council is low or very low risk on level of
reserves and change in reserves and the reserves sustainability measures. On some of the
measures which look at our aspects of expenditure, the council come out as a higher risk. For
example, on the relative proportion we spend in Adult Social Care — which is led by demand
and statutory requirements to meet client needs.

31.

At the time of writing, an update to the Resilience index for 2021 index is expected by 19%
February. Should this become available, an update will therefore be made available to cabinet
and council.

CIPFA Financial Management Code

32.

CIPFA has published a new Financial Management Code for authorities to adhere to. The
Financial Management Code (FM Code) is designed to support good practice in financial
management and to assist local authorities in demonstrating their financial sustainability. The




FM Code sets out the standards of financial management for local authorities, based on broad
principles. It does not prescribe the financial management processes that local authorities
should adopt but requires each authority to demonstrate that its processes satisfy the
principles of good financial management.

33.

The first year of compliance with the FM Code will be 2021/22. Future budget updates to
Cabinet and Council will indicate how the processes adopted by Southampton City Council
ensure compliances with the standards set out in the Code.

BUDGET CONSULTATION

34.

The Cabinet’s draft budget proposals for 2021/22 were set out in the Budget Matters report of
15™ December 2020. A public engagement exercise was undertaken with residents and
stakeholders on the draft budget proposals between 16" December 2020 and 19" January
2021 (5 weeks).

This year the proposals in the questionnaire were arranged over 4 sections:
e Priorities
e Income generation proposals
¢ Efficiencies and service improvement proposals
e Proposals to increase council tax

The aim of this engagement exercise was to:
e Communicate clearly to residents and stakeholders the budget proposals for 2021/22
e Ensure any resident, business or stakeholder who wished to comment on the
proposals had the opportunity to do so, enabling them to raise any impacts the
proposals may have
¢ Allow participants to propose alternative suggestions for consideration which they feel
could achieve the objectives in a different way.

35.

Any that could impact the way that residents or customers review or experience a service of
the council were subject to an Equality and Safety Impact Assessment (ESIA). A Cumulative
Impact Assessment was also developed in order to review the overall impact of the savings
proposals on groups defined within the Protected Characteristics as set out in the Equality Act
2010, as well as the impacts on community safety, poverty and health and wellbeing. These
impact assessments were published as part of the public engagement exercise.

In total, 597 people responded to the public engagement exercise. Of these, 95% were
Southampton residents. Of those who responded, 89% either agreed or strong agreed with
our focus on protecting frontline services and caring for the most vulnerable in society, 62%
either agreed or strongly agreeing with our commitment to delivering a city that is Greener,
Fairer and Healthier by realising our long-term strategy for the city, and 81% either agreed for
strongly agreed with our focus on being even more efficient, generating income and
safeguard jobs.

36.

As part of the engagement process, officers and Cabinet members engaged with the
community and Voluntary Sector through the Southampton Voluntary Services (SVS) Friday
Forum. The unions have also been engaged regarding the budget proposals contained within
this report.




A full analysis of the public engagement exercise feedback is included in Members Room
documents.

Issues raised in the consultation feedback

37.

Following careful consideration of the feedback received through the public engagement
exercise, the ESIAs were reviewed and updated as follows:

a) Maximising independence for people with Learning Disabilities

e 72% of respondents supported this proposal.

e Feedback raised concerns that some people may not receive the full support they need
within a community setting. The ESIA has been updated to clarify that all customers
will continue to have their assessed care needs met in line with the Care Act 2014.

e Some respondents raised concerns that the proposal would result in a reduction in
services for people with a learning disability. The ESIA has been updated to clarify that
this proposal does not represent a reduction in services.

e Some respondents raised concerns that suitable housing may not be available in
community settings and the proposal might impact the housing register. The ESIA has
been updated to confirm that there is a programme of work to develop specialist
housing in the city for people with learning disabilities to meet their complex needs, and
this additional specialist provision will mean that this proposal will have minimal impact
on the general needs housing register.

e Feedback also raised concerns that people with learning disabilities may experience
social isolation in a community setting, which may have increased following Covid-19
lockdown restrictions. The ESIA has been updated to confirm that individual needs will
be assessed in line with the Care Act, including consideration of social isolation.

b) Libraries income review
e 83% of respondents supported this proposal.

¢ Inresponse to feedback the ESIA has been updated to provide further information on
the types of charges which will be reviewed, and the support available for those with
outstanding debts.

c) Exploring community funding with alternative model

e 60% of respondents supported this proposal

e Feedback raised concerns that a lottery might disproportionally attract people from
lower income families and/or could exacerbate gambling problems and debt.

e The ESIA has been updated to provide additional information on the proposed
community lottery.

e There is no data to suggest that a Local Authority lottery exacerbates gambling
problems or that community lotteries disproportionately attract people from lower
income families.

d) Concessionary fares
e 66% of respondents supported this proposal.




e Some respondents noted raised concerns about the impact of potential reductions in
services on older or disabled people, and the impact on the council’s Green City
charter commitments.

e We received responses from two bus companies in the city; Bluestar and First Bus.
These raised concerns about the proposal in light of new Department for Transport
guidance, and noted the potential impact on the commercial viability of networks.

e The ESIA has been updated to reflect the latest projections regarding usage and
associated reductions in concessionary fare reimbursement revenue.

e We propose to engage constructively with the Bus Operators about reducing the
Concessionary Fare Subsidy payment, whilst taking the Government guidance issued
in January 2021 into consideration.

38.

There are no updates to the ESIAs relating to the following proposals:

e Review of telecare rental charges : 73% of respondents supported this proposal.
e Improved use of appropriate lifting equipment to help reduce double handed care:
75% of respondents supported this proposal.

An additional ESIA has been developed to consider the equality impacts of the Council Tax
increase proposals. The Cumulative Impact Assessment has been updated following careful
consideration of all feedback received. The Cumulative Impact Assessment has also been
updated to consider the impacts of Covid-19 and ensure that all budget proposals are
considered in the context of the ongoing effects of COVID-19 and lockdown restrictions on
Southampton residents.

67 residents made comments regarding the value of pursuing a bid to be UK City of Culture
2025. The summary of consultation results (Members Room Document 3) captures these, but
in essence concerns were expressed querying the justification, the economic benefit and
value for money from the investment allocated in the budget. In the recent city Survey around
82% of responders (from a total of 1,183 returns) indicated that they are in favour of the city
placing a bid, with the key aims of supporting the city’s recovery and long term

ambitions. History has demonstrated that being awarded the status of UK City of Culture has
significant impact on both social and economic progress for the winning City. Throughout
2017, the value of tourism to the city of Hull as a result of being awarded City of Culture status
was £300M, with over 6 million visits to the city. 1 in 4 businesses within the city employed
new staff and more than 800 new jobs were created leading up to the year itself. During Hull’s
year of UK City of Culture in 2017, 9 out of 10 residents engaged with at least one cultural
event and over 56,000 school children took part in activities.

Summary of consultation feedback

39.

A summary of the consultation feedback is given in Members room document 3. The
feedback from the consultation with residents and stakeholders has not led to
recommendations that Cabinet change or remove any Budget savings proposals. As outlined
above, feedback identified impacts to particular Protected Characteristic groups which had not
previously been identified. These impacts were carefully considered and relevant mitigations
will be put in place as outlined in the ESIAs. Other feedback demonstrated that clarification
was required in the documentation to reassure residents that all assessed needs will continue
to be met under the Care Act 2014, and the ESIAs have been updated to reflect this.




EQUALITY AND SAFETY IMPACT ASSESSMENTS

40.

The Equality Duty is a duty on public bodies which came into force on 5™ April 2011. The
Council will have due regard to the impact of its decisions on its equality duties and the need to
advance equality of opportunity between people who have protected characteristics and those
who do not.

4].

While the Public Sector Equality Duty does not impose a legal requirement to conduct an
Equality Impact Assessment, it does require public bodies to show how they considered the
Equality Duty and that they have been consciously thinking about the aims of the Equality Duty
as part of the process of decision-making. To comply with these requirements as well as the
Community Safety legislation, the Council has used its existing Impact Assessment framework
so that it can ensure the use of a consistent, Council wide mechanism to evidence how
decision making took into account equality and safety considerations. In addition, the
assessments take into account the impact on poverty and health and wellbeing.

42.

Updated Individual Equality and Safety Impact Assessments (ESIAs) have been completed for
those proposals contained within this report and as detailed in the report that they identified
require such an assessment, as they could have an impact on a particular group or individuals.
The final individual ESIAs are available in Members’ Rooms.

43.

The individual ESIAs have been analysed to consider the cumulative impacts the budget
proposals may have on particular groups and the mitigating actions that could be considered.
In order to give the right perspective to the budget proposals, the Cumulative Impact
Assessment has to be considered in light of the available information on the City’s profile,
service user and non-user information and staffing profiles as well as the proportion of the
Council’s budget that is currently spent on targeted groups or communities. The cumulative
ESIA is available to view in the Members Rooms.

RESOURCE IMPLICATIONS

Capital/Revenue

44. | The capital and revenue implications are fully detailed within the report.
Property/Other
45. | There are no specific property implications arising from this report other than the schemes

already referred to within Appendix 2 and Appendix 3 of the report.

LEGAL IMPLICATIONS

46.

It is important that Members are fully aware of the full legal implications of the entire budget
and council tax making process, when they consider any aspect of setting the council’s
Budget. Formal and full advice to all Members of the council protects Members, both in their
official and personal capacity, as well as the council. If Members have received the appropriate
professional legal and financial advice and act reasonably, generally the courts will not
interfere in their decisions.

47.

The first and overriding legal duty on Members is their fiduciary duty to weigh the needs of
service users against the interests of local taxpayers. In planning the budget, Members are
under a fiduciary duty to act prudently, responsibly, in a business-like manner and in their
view of what constitutes the best interests of the general body of local taxpayers. In deciding




upon expenditure, the council must fairly hold a balance between recipients of the benefits of
services provided by the council and its local taxpayers. Members should note that their
fiduciary duty includes consideration of future local taxpayers as well as present local
taxpayers.

48.

It is appropriate for Members to consider their own position as some Members may have
expressed support publicly for policies that are not policies of the Council. Political documents
do not represent a legal commitment on behalf of the Council. To treat any political document
as a legal commitment by the Council would be illegal. Where there is a valid choice before
Members, then, at that stage and only at that stage, Members may take political documents
into account.

49.

The legal significance of the Annual Budget derives from the council's duty under the Local
Government Finance Act 1992 (the 1992 Act) to set a balanced budget. Failure to make a
lawful Council Tax on or before 11" March 2021 could have serious financial results for the
council and make the council vulnerable to an Order from the Courts requiring it to make a
council tax. Information must be published and included in the council tax demand notice.
The Secretary of State has made regulations, which require charging authorities to issue
demand notices in a form and with contents prescribed by these regulations.

50.

There is also a duty under Section 65 of the 1992 Act to consult persons or bodies appearing
to be representative of persons subject to non-domestic rates in each area about proposals
for expenditure (including capital expenditure) for each financial year.

51.

Under Section 114 (2) and 114 (3) of the Local Government Finance Act 1988, the Chief
Financial Officer is required to make a report, if it appears to him/her that a decision or course
of action the council or an officer has agreed or is about to make is unlawful, or that
expenditure is likely to exceed resources available.

52.

Section 25 of the Local Government Act 2003 imposes a specific duty on the CFO (Section

151 officer) to formally report to council at the time the budget is considered and the council
tax is set, on the robustness of the budget estimates and the adequacy of financial reserves.
This statement by the S151 officer is being included alongside the budget and council tax
setting report to both cabinet and full council in February.

53.

Of particular importance to the council tax setting process and budget meeting of the full
council is the council’s Budget and Policy Framework Procedure Rules set out in Part 4 of the
City Council’'s Constitution. These provide a legal framework for the decision making process
whereby the budget of the city council is determined, and the council tax is set. In addition,
Members need to be aware that these rules provide a route whereby the Leader may require
the full council to reconsider their position if they do not accept the Executive’s recommended
budget without amendment.

54.

Further detailed legal considerations relating to the setting of a lawful budget are set out
appendix 4, which Members are directed to have regard to in reaching their decision.

55.

Unless otherwise stated the proposals within this report are authorised by virtue of S.1
Localism Act 2011 or the relevant statutory power relating to the function referred to within the
budget proposal. The proposals within this report relating to Housing Service Charges are
subject to additional legal considerations set out below.




56.

In relation to the Housing Revenue Account Service charges, the Council can make a charge
for services it provides to council tenants in addition to a charge for rent pursuant to the
Housing Act 1985 and also in compliance with paragraph 2 of the Council’s standard tenancy
agreement. The Council is permitted to introduce new charges and vary existing charges so
long as it follows the procedure set out in the Housing Act 1985 and complies with the Rent
Standard and Guidance produced by Homes England. In particular any service charges must
reasonable transparent and are limited to covering the actual cost for providing the services.

Other

Legal Implications

S7.

The financial forecasts contained in this report have been prepared and are submitted as part
of the budget process set out in the council’s Constitution. As part of the review process by the
Council’'s Management Team, the proposals contained in this report have been checked from a|
legal viewpoint.

58.

Local Authorities have a duty under the Human Rights Act 1998, when carrying out any
function, not to act incompatibly with rights under the European Convention for the Protection
of Fundamental Rights and Freedoms. In particular Article 2 the right to life shall be protected
in law, Article 8, the right to respect for private and family life and Article 25 the rights of elderly
to lead a life of dignity and independence and to participate in social and cultural life.

In reaching a decision on the proposals contained in this report the Council must have regard
to the provisions of the Equality Act 2010, in particular s.149, the Public sector equality duty.

The duty provides that:
(1) A public authority must, in the exercise of its functions, have due regard to the need to—

(a) eliminate discrimination, harassment, victimisation and any other conduct that is prohibited
by or under this Act;

(b) advance equality of opportunity between persons who share a relevant protected
characteristic and persons who do not share it;

(c) foster good relations between persons who share a relevant protected characteristic and
persons who do not share it.

Having due regard to the need to advance equality of opportunity between persons who share
a relevant protected characteristic and persons who do not share it involves having due regard,
in particular, to the need to—

(a) remove or minimise disadvantages suffered by persons who share a relevant protected
characteristic that are connected to that characteristic;

(b) take steps to meet the needs of persons who share a relevant protected characteristic that
are different from the needs of persons who do not share it;

(c) encourage persons who share a relevant protected characteristic to participate in public life
or in any other activity in which participation by such persons is disproportionately low.

Having due regard to the need to foster good relations between persons who share a relevant
protected characteristic and persons who do not share it involves having due regard, in
particular, to the need to—

(a) tackle prejudice, and
(b) promote understanding.

The relevant protected characteristics are—

e age;
e disability;




gender reassignment;
pregnancy and maternity;
race;

religion or belief;

sex;

sexual orientation.

Details of how the Council has approached and considered its duty under to Equalities Act
2010 are set out in the accompanying EISA’s which Members must have regard to in reaching
their decision.

RISK MANAGEMENT IMPLICATIONS

59. | The council maintains a financial risk register which details the key financial risks that face the
council at a given point in time. This is updated on a quarterly basis and forms part of the
Financial Monitoring Report included elsewhere on this agenda.

60. | Details of the risk assessment of the budget are given with the Chief Financial Officer’s

statement on the robustness of the budget estimates at paragraphs 18 to 29.

POLICY FRAMEWORK IMPLICATIONS

61.

The Medium Term Financial Forecast and the Budget are key parts of the Policy Framework of
the Council and a budget and council tax for 2021/22 must be proposed by the Cabinet for
consideration by the full council under the Constitution. The update of the Capital Programme
forms part of the overall Budget Strategy of the Council.
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