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CYNGOR SIR POWYS COUNTY COUNCIL.

COUNCIL
Date: 24" February 2022

REPORT AUTHOR:  County Councillor Aled Davies

Portfolio Holder for Finance

SUBJECT: Medium-Term Financial Strategy 2022-2027 and 2022-23

Budget and Capital Programme for 2022-2027

REPORT FOR: Decision
1. Purpose
1.1 To seek approval of the Medium Term Financial Strategy (MTFS) for 2022-27,

1.2

2.2

2.3

2.4

2.5

which includes a Financial Resource Model (FRM) for 2022-27, a revenue budget
for 2022-23 and capital programme for 2022-23 to 2026-27.

The Council is required under the Local Government Act 2003 to set a balanced
budget for the forthcoming financial year, the MTFS reports a balanced budget for
2022/23. There is no requirement to set out a balanced position beyond the next
year but the five year strategy has been developed to enable longer term planning
and transformation.

Background

The Medium Term Financial Strategy approved by Council in March 2021 identified
the budget gap for 2022/23 and the following 3 years and provided the framework
for addressing the projected funding gap.

Like other councils across Wales, Powys County Council continues to face
significant challenges arising from demographic changes, increase service
demands, citizen expectations and rising costs together with the ongoing response
to the pandemic. It is against this background, that the Cabinet and Executive
Management Team (EMT) have reviewed and updated the Council’s financial plans
which have been developed as part of the overall strategic planning process
alongside Vision 2025, the Council’s Corporate Improvement Plan.

The updated Strategy captures the financial, regulatory and policy drivers affecting
the council and identifies the Council’s service and resource priorities for the next
five financial years, it delivers a balanced budget for 2022/23, and indicative
budgets for the following 4 years to March 2027.

The proposed Capital Programme reflects the existing commitments made in
previous years as well as new schemes already approved.

Over the last ten years the Council’s finances have been significantly impacted from
funding settlements that did not cover the cost of inflation and service pressures
which resulted in savings being required to balance the budget. This year the cost
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2.6

2.7

2.8

2.9

2.10

2.11

of responding to COVID-19 has caused additional and unprecedented pressures
and additional financial support has been provided by Welsh Government during the
last 2 years to support the Council’s costs and loss of income which has been
instrumental in sustaining our financial position over this period. Funding to
support the Council’s ongoing costs in response to the pandemic has now been
included in the annual revenue settlement and we must manage these within our
Revenue Budget from 2022/23.

Powys has received a positive settlement from Welsh Government for 2022/23 and
for the first time in many years we have also received indicative allocations for the
following two years. The settlement for next year ensures that the Council can meet
the increased demand for our services, increasing inflationary costs, and support
our investment in improvement and transformation.

The setting of our budget, and in turn council tax, will need to take account of the
full range of funding sources available to us, as well as the pressures we face. The
opportunity the settlement for 2022/23 provides must be considered in the context
of our ongoing financial sustainability. Funding levels for 2023/24 and 2024/25
return to lower levels of increase, but these indicative allocations enable us to plan
with more certainty over the next 2 years.

We must use the opportunity provided in 2022/23 to rebase our service budgets to
meet the ongoing needs of our citizens. We will continue to face financial pressures
that outweigh the funding provided and will continue to focus on improving
efficiency and as far as possible protecting crucial front-line services from cuts
whilst transforming and improving the quality of our services.

In May 2022 the Welsh Local Government elections will be held, and the current
Cabinet will come to the end of its electoral term. Vision 2025 represents the long-
term plans and aspirations of Powys County Council, and it will remain an important
focus until a new Cabinet is formed.

The Vision 2025 Plan is reviewed annually to ensure that it continues to reflect the
Council’s operating environment and priorities and the 2022-25 Plan will be
presented to Council for approval at the same time as the final MTFS is presented
on 24 February. This will ensure the Corporate Plan and MTFS are aligned,
enabling the reader to make explicit links between the Council’s priorities and the
resources directed to support them.

During 2022, we will continue to focus on our six key equality objectives which are:
improving outcomes for children living in poverty, preventing homelessness,
enabling people with a disability to gain valued occupation, improving the availability
of accessible homes, improving digital inclusivity, and ensuring equality of
opportunity and taking action to close the pay gap for all our staff. We are also
actively contributing towards creating a Net Zero public service by 2030 and have
developed a Biodiversity Action Plan and Climate Change Strategy as part of our
ongoing efforts to reduce the negative impact that our activities have on the
environment.
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2.12

2.13

2.14

2.15

3.1

3.2

3.3

The Council’s MTFS is set within the context of UK economic and public
expenditure plans, Welsh Government priorities and legislative programme. It
articulates how the Council plans to use its resources (revenue and capital) to
support the achievement of its corporate priorities as well as the management of its
statutory and core duties, known pressures and risks. The MTFS helps the Council
to work more effectively with partners in other sectors and provides a strategy for
the use of reserves to meet changes in resources, risks or unforeseen demands
from year to year without impacting unduly on services or council taxpayers.

The MTES includes the:

e principles that will govern the strategy and a five-year Financial Resource
Model (FRM), comprising detailed proposals for 2022-23 and outline
proposals for 2023-24 to 2026-27.

e Capital Financing Strategy and the Treasury Management Strategy; and
Capital Programme for 2022-23 to 2026-27.

The Cabinet and EMT have developed the MTFS to guide the development of the
proposed 2022-23 budget, the FRM and the Capital Programme. At the same time
as updating the MTFS, the Council is legally required under the Local Government
Act 2003 to set a balanced budget for the forthcoming financial year by 11 March
each year.

The budget proposal approved by Cabinet on the 18th January 2021 has been
scrutinised by each of the Council’s Overview and Scrutiny Committees providing
them with the opportunity to consider the implications of the proposed budget for the
service areas within their remit. The Committees have provided feedback to the
Cabinet and this has been considered before proposing the MTFS and 2022-23
budget and 2022-27 capital programme to full Council today. Cabinet have issued a
full response to the points and recommendations made and this is presented with the
budget documents.

Advice

Welsh Government Provisional Local Government Settlement

The Local Government Revenue Settlement comprises Revenue Support Grant
(RSG) and redistributed National Non-Domestic Rates (NNDR) revenues and is
known as Aggregated External Finance (AEF). The settlement for 2022-23 provides
Welsh local authorities with a total increase of £437 million (9.4%) compared to 2021-
22.

This is the first multi year budget since 2017 and the indicative Wales-level core
revenue funding allocations for 2023-24 and 2024-25 are £5.3 billion and £5.4 billion
respectively — equating to an uplift in the first year of £177 million (3.5%) and, in the
second year, of £128 million (2.4%). These figures are indicative and dependent on
current estimates of NDR income over the multi-year settlement period, and the
funding provided to us by the UK Government through the 2021 comprehensive
spending review.

The Welsh Government budget sees an additional £1.3bn go direct to Welsh NHS to
provide ‘effective, high quality and sustainable healthcare, and help recover from the
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3.4

3.5

pandemic’. The Budget also acknowledges the pressure faced by local authorities
through close to an additional £0.75bn direct investment to the Local Government
settlement up to 2024-25. Social care is seen as a priority in the budget, so in addition
to the £0.75bn there is £60m direct additional funding to ‘drive forward wider reforms
to the sector and place it on a sustainable long-term footing’. In 2022-23 more than
£250m is provided for social services, including £180m funding provided within the
£0.75bn Local Government settlement, direct investment of £45m plus £50m of
additional social care capital relative to 2021-22.

The 2022-23 provisional settlement gave Powys Council a cash increase of £18.374
million (9.6%) on 2021-22, this includes adjustments to the 2021-22 base figure with
a transfer in for the Social Care Workforce Grant, £205,000.

Welsh Government funding is allocated to unitary authorities using a formula driven
by a number of ‘indicators’ (e.g. population projections, pupil numbers, primary free
school meals and income support, job seekers allowance or pension credits
claimants). The movement in these indicators, relative to the movement in the
indicator for Wales as a whole, affects Powys’ share of the overall funding available.
The changes to the key indicators and our comparative position across Wales are
shown in Table 1 below.

Table 1

Changes in Key Datasets

Powys All Wales

2021-22 2022-23 2022-23 %

Dataset *

Final

Provisional

%Difference

Rank

2021-22 Final

Provisional

Difference

Total Population 2

Pupil Numbers - Nursery and Primary

Pupil Numbers - Secondary in year groups 7-11

Free School Meals - Primary

Free School Meals - Secondary

IS/ JSA/ PC/UC (not in employment) claimants - 18 to 64
IS/ JSA/ PC claimants - 65+

IS/ JSA/ PC/UC (not in employment) claimants - all ages
SDA/DLA/PIP claimants - 18 to 64

132,475
9,577
6,452
1,034

637
1,782
4,035
5,837
4,502

132,538
9,589
6,452
1,147

719
3,139
3,827
7,027
4,570

0.0%
0.1%
0.0%
10.9%
12.9%
76.2%
-5.2%
20.4%
1.5%

3,163,125
261,664
165,357

45,270
26,400
90,136
100,207
191,132
142,657

3,171,125
260,454
168,413

48,459
28,711
131,795
95,063
228,728
146,859

0.3%
-0.5%
1.8%
7.0%
8.8%
46.2%
-5.1%
19.7%
2.9%

Overall Powys is ranked 6" of 22 councils in terms of its increase, the highest being
Monmouthshire with 11.2% and the lowest Blaenau Gwent with an 8.4% increase.
This position represents a significant improvement for Powys and builds on last

Based on the provisional settlement Powys will receive £1,586 of funding per
capita, compared to the Wales average of £1,611.

The Minister for Finance and Local Government made a clear statement that there
is a need to respond to the pandemic and take vital actions necessary to address
the climate and nature emergency, not only to support the Wales of today, but
fundamentally shape the Wales of tomorrow — the Way we hand onto future

3.6
year’s positive settlement.
3.7
3.8
generations.
3.9

While the un-hypothecated (non-earmarked) settlement is the largest single source
of funding available to authorities, it is not the only one. The Council also funds its
expenditure by generating income from grants, fees and charges and council tax.
In setting the budget and council tax levels for next year, Welsh Government
expects every authority to take account of all the available funding streams and to
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3.10

3.11

3.12

3.13

3.14

consider how to secure best value for Welsh taxpayers through effective and
efficient service provision.

Revenue Settlement Implications for 2023-27

Welsh Government have provided their first multi-year budget since 2017 and the
indicative Wales-level core revenue funding allocations for 2023-24 and 2024-25
are £5.3 billion and £5.4 billion respectively — equating to an uplift in the first year of
£177 million (3.5%) and, in the second year of £128 million (2.4%). As Powys is
receiving uplifts along the line of the average settlement or above, these uplifts are
used in the FRM, with 2% for the final two years.

Provisional Local Government Capital Settlement

Following a review of their capital budgets, Welsh Government general capital
funding for local government for 2022-23 will be set at £150 million, reduced from
£177.837. This will increase to £200 million for the following two years, including
£20 million in each year to enable authorities to respond to our joint priority of
decarbonisation.

For Powys the capital budget is made up of two elements; the un-hypothecated
(supported) borrowing element increases by £9,000, however the General Capital
Grant allocation has reduced by £1.431m to £3.167m in 2022/23. The split is:

e Supported borrowing £38k - total £4.595 million
e General Capital Grant £38k — total £3.167 million.

Final Local Government Settlement

Welsh Government is due to publish its Final Budget and Final Local Government
Settlement for 2022-23 on 8 March 2022. The Welsh Government has included the
Council Tax base and other data changes in the provisional settlement and
therefore it is unlikely that the settlement for Powys will change significantly. If there
are any late changes these would need to be made and presented to Council at the
meeting on the 3 March 2021 for further approval.

Current Year (2021-22) Financial Performance

The in-year financial position as at 315t December 2021 is shown in Table 2 below.
Thus far the forecast shows a projected full year underspend position of £1.155
million across the Council’s services including HRA and delegated schools. As part
of the forecast, additional assumptions on the financial position are made regarding
expected support from Welsh Government and delivery of cost reductions.

Table 2

Revenue Budget £000
Base Budget 273808
CostPressures 6.046
CostUnderspends (9,618)
CostReductions Shortfall 3.061
WG Future Support (644)
Forecast Outturn 278 653
Surplus 1,155
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3.15

3.16

3.17

3.18

3.19

The current underspend includes a £0.81 million surplus achieved from pension
contributions that will be transferred to the pension reserve at year end to support
the actuarial valuation in 2023. In addition, the cost of borrowing - interest and
Minimum Revenue Provision (MRP) to support the capital programme remains
underspent by £1.5 million, it was previously agreed that the council may use the
underspend to make a voluntary revenue provision or overpayment on top of the
budgeted MRP and can be reclaimed in later years if deemed necessary or prudent.
If this takes place the Council would require a contribution from reserve of £1.731
million at year end to balance the financial position.

Financial Impact of responding to the pandemic

The pandemic continues to have a significant impact on our financial position, and
without the support from the Welsh Government Hardship fund we would be facing
a deficit which would inevitably deplete our reserves and place the council at
financial risk. This direct funding to support the financial impact of the pandemic will
cease on 315t March 2022. The Finance Minister’s statement recognises the
progress of the pandemic and its ongoing impact on public services which
continues to be highly uncertain. In considering how to manage pandemic support
for local authorities the Minister has concluded the balance lies in providing funding
in the first year through the Settlement. We must manage these costs within our
Revenue Budget from 2022/23. We must clearly understand how the pandemic
could continue to impact on our services, our costs and our levels of income into the
new financial year and ensure funding is set aside for this outlay.

The Council has considered the ongoing impact of the pandemic and worked these
costs into our service plans. These ongoing risks and associated costs have been
estimated as part of the budget setting process for 2022-23, with up to £2.8 million
forecast for additional cost and lost income next year, but, they may not be
recurrent demands. Grant funding received from Welsh Government through the
latter months of 2021-22 will, where possible, be held aside to contribute to service
demands if they materialise, with one off use of reserve being made available if
necessary. As there is still uncertainty about the course of the pandemic and the
ongoing impact it could have on our costs or our ability to raise income through the
medium term, recurrent Covid demands will be identified and prioritised for future
budgets if needed.

We must be clear about the significant risk this places on our financial position and
it is vital that we assess how this will potentially impact on the Councils budget into
next financial year and consider this within our plan. This is also critical in the
assessment of the reserves the Council holds.

The following Risks have been identified by Services in their service plans:-

¢ Increased levels of activity and staffing required to support it
e Staffing sickness and cover to manage demands

e Slippage in our capital schemes

e Loss of income — fees and charges

e Personal Protective Equipment (PPE)

e Enhanced Cleaning in schools
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3.20

3.21

3.22

e Impact on Council Tax collection rates and Council Tax Reduction Scheme
demand

The Hardship fund made available £368 million to support Local Authorities in
2021/22 and we have drawn down £6 million of support for additional costs incurred
and £0.7 million for lost income to date. In 2020-21 support was higher as we drew
down £18 million to support costs incurred and lost income.

Opportunities have also shown themselves during this period, as some services
have been delivered differently and at lower cost, and we have embraced these
changes in our longer-term plans.

The impact of the Pandemic and restrictions have also fallen heavily on residents,
communities and businesses in our County. The Council has continued to
administer many Welsh Government schemes, awarding grants and rate relief to
businesses, payments for care workers, the self-isolation payments, and more
recently winter fuel support. These grants have provided our residents and
businesses in excess of £95 million in support to date.

Council’s Improvement Journey

3.23

3.24

3.25

3.26

The Council has continued to make significant progress on its improvement journey
during 2021 despite the ongoing response to the global pandemic.

In November 2021 the Council’s Education Service received an Estyn Monitoring Visit
Report confirming that the Service had been removed from the category of local
authorities causing significant concern. Inspectors said that: Powys County Council
was “judged to have made sufficient progress in relation to the recommendations
following the most recent core inspection”, which took place in 2019. This is an
exceptional achievement which recognised the education improvement journey
alongside the Council’s long-term Transforming Education project. The findings of
this report show that we have laid solid foundations on which we can further improve
the Service to ensure the best outcomes for all our learners. During the same period
assurance has been received from Welsh Government in this area. The Gateway
Review of 21st Century Schools Programme in Powys conducted in 2021 resulted in
a Delivery Confidence Assessment rating of Amber Green. It should be noted that
the ‘Gateway Assurance methodology is widely used across the United Kingdom’s
public sector's Programmes and Projects. The methodology uses a Delivery
Confidence Assessment (RAG rating) that independent Review Teams use to
determine the successful delivery of a Programme or Project at key milestones within
their lifecycles. Around 10% of all Programmes and Projects (circa years 2020/2021)
receive an Amber/Green outcome. In 2020, only 8% of Programmes and Projects
across Welsh Government and wider Welsh public sector received an outcome of
Amber/Green.’

The Youth Service have successfully achieved the Bronze Welsh Government
Quality Mark. The assessors were impressed with the work of the service and the
value placed upon the service at a corporate level.

Social Services has continued to work under the Business Continuity plan for the
duration of the financial and performance year. Both Children’s Services and Adult
Social Care have experienced significant pressures in terms of workforce availability
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3.27

3.28

3.29

3.30

3.31

3.32

and the level of increased demand on the services. In addition to this, Youth Justice
and Mental Health services have been inspected and at the time of writing we are
waiting for the formal outcome of these inspections. We also await the outcome letter
of the annual performance review with Care Inspectorate Wales. Both services have
continued to deliver the business-critical activities, and this is kept under regular
review through Gold command.

Digital Transformation is well underway, improving customer access to services, the
latest transformation with Council Tax paperless billing now available, we already
have 12,535 residents with council tax access and 808 have already signed up for
paperless billing. In total we now have 47,795 customer accounts and we have
recently improved the My Powys Account. Improved telephony for the Council sets
the first stage for our vision to improve customer access to services as set out in our
digital transformation strategy.

The Economy team have been working hard to secure investment for Powys and
managed to secure an impressive £29 million’s worth of investment for Powys. This
will secure funding for the canal restoration in Montgomeryshire, the purchase of
strategic sites in Brecon and Llandrindod and fund the refurbishment of Theatre
Brycheiniog. The broad range of funding secured will also support many green
initiatives, support businesses, and provide digital training to many schools staff
including support staff.

Broadband connectivity for communities is also gaining pace with over 21 different
projects underway.

Powys County Council declared a climate emergency in September 2020 when the
Council agreed to a cross-party motion on climate change. We have now developed
a draft Red Kite Climate Vision and Strategy document which builds on that
declaration. We launched the consultation on Powys County Council’s draft Climate
Strategy at this year's Winter Fair at the Royal Welsh Showground and the draft
strategy is currently open for public engagement.

Housing Services have raised the standard of services to tenants with a recent survey
showing an overall increase in satisfaction from 65% in 2019 to 71% in December
2021. We have increased the choice of affordable, secure homes to rent by
completing the development of 32 new homes in Brecon and seven in Sarn. A total
of 79 properties are currently in construction. The time taken to allocate a Council-
owned home, has reduced from 22.73 days to 13.16 days, and we have maintained
the delivery of aids, adaptations and disabled facilities grant-aided works to help
people better enjoy their current homes. ‘Moving on Up’ whole-service redesign will
improve the effectiveness of the housing team, with a strong focus on quality of
service.

MTFS 2022-27

The MTFS for the next five years is attached at Appendix A, based on the latest
information available from the Welsh Government. It does not include fixed funding,
expenditure or activity projections, but sets out a five-year budget forecast for the
resources that are likely to be available. The MTFS is reviewed regularly and will
be amended as additional information becomes available, with the detail for future
years being developed over the period of the strategy.
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3.34

3.35

3.36

3.37

3.38

1.

Implementation of the MTFS will continue to be led by Cabinet and Senior
Leadership Team (SLT) %, supported by robust financial and performance data. The
Council will seek to ensure that it is widely understood by internal stakeholders
(Members, employees and Unions) and external stakeholders (citizens, businesses
and partners). As well as linking explicitly to the Council’s corporate priorities, the
MTFS also links to other internal resource strategies such as the Workforce Plan,
the Digital Powys Strategy, the Treasury Management and Capital Strategy, Asset
Management Plans and the Council’s Transformation Programme.

Engagement, Scrutiny and Challenge

Over the past few years, the Council has sought to engage Powys citizens, local
councillors, partners and the workforce in the budget development process. This
included providing more information to the public, undertaking specific consultation
on proposals and an interactive online budget simulator consultation exercise.
These have created the opportunity for residents to influence service delivery and
helped define the priorities for the Council.

This year the budget survey closed on the 19" December and focused on post
Covid-19 recovery, balancing the limited funding against growing demand for our
services, using resources effectively to deliver the best outcomes for local people,
and achieving the Council’s key priorities. It allowed the public to provide views and
insights on funding priorities, Council Tax levels and recovery plan. With an aim to
align our communities’ visions and expectations with those of the Council and
Councillors, making Powys a fantastic place in which to live, learn, work and play.
There were 493 responses.

Members of the Council have engaged in the budget planning process through
member budget seminars which have given Councillors the opportunity to review
and challenge the process. The Finance Scrutiny Panel (comprising Group
Leaders of Non-Executive Groups and Audit Committee representatives) have also
been engaged during the process and financial assumptions and settlement
information have been shared with members, and the impact on the budget
modelled and considered.

This report presents the detailed budget for 2022-23 and each of the Council’s
Overview and Scrutiny Committees have had the opportunity to consider the
implications of the budget for the service areas within their remit. The Committees
have provided feedback to Full Council for consideration as part of approving the
MTFS, the revenue budget for 2022-23 and capital programme for 2022-23 to 2026-
27.

MTFS Principles

The MTFS provides a set of clear principles which will drive the Council’s budget
and spending decisions over 2022-27 and which Members and others can examine
and judge the Council’s financial performance against. The ten key principles are to
ensure that:

The Council will continue to meet its statutory obligations and to demonstrate
how its budget supports the priorities contained in Vision 2025.

L SLT comprises the Chief Executive Officer, two Corporate Directors and 12 Heads of Service)
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3.39

3.40

The Council’s financial control system will be sufficiently robust to support the
delivery of financial plans and mitigate corporate risks.

All Council budgets will be reviewed annually to ensure resource allocations are
delivering value money and continue to align to the delivery of priority outcomes
in Vision 2025.

Financial plans will provide an optimum balance between income and
expenditure for both capital and revenue.

Reserves will not be used to fund recurrent budget pressures or to keep down
council tax rises.

The Council’s General Fund reserve will be maintained at a minimum of 4% of
Net Revenue Expenditure (excluding the Schools Delegated budget) over the
period of the MTFS.

Capital investment decisions will support the Council’s corporate priorities and
mitigate any statutory risks taking account of the return on investment and
robust business cases.

Prudential borrowing will only be used to support the capital programme where it
is affordable and sustainable within the Council’s overall borrowing limits and the
revenue budget over the long term.

Decisions on the treatment of surplus assets will be based on an assessment of
the potential contribution to the revenue budget and the capital programme.

Budgets will be managed by members of SLT in accordance with the Council’s
Financial Procedure Rules.

Financial Resource Model

The MTFS includes a Finance Resource Model (FRM) which provides a financial
plan for the forthcoming five financial years. This is provided at Appendix B. The
MTFS sets out a budget proposal for the next five years for the Council’s future
years’ budgets based on the two-year indicative uplifts provided by Welsh
Government and making several assumptions about cost drivers such as pay and
price inflation and demographic change. All the scenarios include an annual council
tax increase of 5% from 2023-24 onwards.

Table 3 sets out the gap between the Council’s net budget requirement and the
possible funding available until 2026/27 based on each of the scenarios in the
MTFS. An overall gap of £14.48 million is shown and this will need to be addressed
through realigning budgets to match the funding available.

10
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3.42

3.43

3.44

Table 3

£ £ £ £ £
FRM Net Exp 302,322 317,424 330,957 344,508 358,243
Current Year Budget 279,782 302,322 317,424 330,957 344,508
GAP - each year 22,541 15,101 13,533 13,551 13,735
0

Additional Funding

Council Tax increase - -4,166 -4,601 -4,851 -5,074 -5,327
Settlement +9.6%, 3.5%, 2.4% , -18,374 -7,359 -5,223 -4,457 -4,546
Net Gap / (surplus) 0 3,141 3,459 4,021 3,862
Cumulative GAP 0 3,141 6,600 10,621 14,482

Table 3 includes recurrent future year cost reductions of £13.6 million in addition to
the £7.7 million already identified, to balance the budget further reductions will need
to be found, and/or increase council tax by more than 5% per annum over 2022 to
2027 to balance future years’ budgets.

Revenue Budget 2022-27

Integrated Business Planning continues across the Council and involves all council
services for the next five years:

e Reviewing comparative performance data and benchmarking

¢ Identifying any inescapable cost pressures

¢ Identifying cost reduction opportunities

e Planning service changes to secure delivery of the priority outcomes in the
Council’s Corporate Improvement Plan Vision 2025 and statutory obligations

¢ Identifying any workforce implications of service changes.

This process is now embedded into the Council’s planning framework and ways of
working and has been delivered within the planned budget cycle.

Cabinet and SLT began the budget planning process for 2022-23 using the worst-
case scenario in the approved MTFS (i.e. a budget gap of £11.7 million on the
2022/23 working budget, assuming a 5% increase in Council Tax). The finalising of
Service integrated business plans in early autumn identified much higher levels of
inescapable pressure and demand, much of which had arisen as a result of the
pandemic, increasing inflation and higher prices for some goods. It was also
recognised that some 2021-22 savings were now unachievable. Despite identifying
more than £7.7 million of cost reduction proposals a significant budget gap remained
before the provisional local government settlement was received in December 2021.
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2022-23 Net Budget Requirement

3.45 The net budget requirement is the amount of budget the Council requires to fulfil its
functions. It is calculated taking the output of each of the service integrated
business plans; these identify the resource requirements for each service to deliver
their statutory functions, Vision 2025 and service improvement objectives offset by
budget reduction proposals.

3.46 Table 4 below sets out the proposed net budget for 2022-23 at £302,323million,
including the Delegated Schools’ Budget..

Table 4: 2022-23 Revenue Budget
£'000 2020/21

%
Base Budget Inflation Demography Pressures Transforma Savings Undelivered  Budget 2022/23 \ELELT =

Increase

tion Savings

Delegated 81,717 3,136 -227| 133 0 0 0 84,759 3,042 3.7%
Education 10,789 406 829 824 (55) 0 12,792 2,003 18.6%
HTR 28,106 1,268 1,008 0 (311) 106 30,176 2,070 7.4%
H&CD 5,305 386 0 0 (172) 0 5,518 213 4.0%
PPPP 4,845 436 872 0 (21) 50 6,182 1,337 27.6%
ASC Commission 3,293 160 0 0 0 0 3,454 160 4.9%
ASC 67,266 784 623 9,129 55 (3,329) 100 74,628 7,363 10.9%
Children 25,959 635 280 3,639 0 (2,719) 0 27,793 1,835 7.1%
Finance 6,085 295 0 0 (39) 0 6,341 256 4.2%
Transf/Comm 1,512 80 106 65 (51) 0 1,712 200 13.2%
WOD 2,036 144 267 54 (135) 120 2,487 451 22.1%
Digital 4,259 284 312 831 (25) 819 6,479 2,220 52.1%
Legal 3,087 115 226 0 (170) 123 3,380 293 9.5%
Corp 35,523 60 1,178 500 (642) 0 36,620 1,097 3.1%
Total 279,782 8,188 676 17,699 2,329 (7,668) 1,317 302,323 22,541 8.1%

3.47 Table 4 shows the Council’s 2021-22 base budget and proposed changes across
each service to provide a base budget for 2022-23, including:

e Pay Awards —2021/22 realignment and 2022/21 awards — National Agreement
£5.942 million

e Non- pay inflation £0.947 million

e National Insurance 1.25 % increase £1.299 million

e Demographic changes — Learning disability transitions and additional Looked
after Children estimations - £0.676 million

e Corporate Pressures — Fire levy and council tax reduction scheme - £0.622
million

e Real living wage to be paid to carers estimated at an additional £2.3 million on
current care contracts

e Specific Services Pressures — contract inflation, remedial works, replace grant
reductions, full year effect of part year social care placements, social care
support for rising demand, post 16 transition support, local development plan
- £14.777 million

¢ Transformation — no longer funded by Capital Receipts, Revenue Budget, bids
approved reflect Vision 2025 Transformational work £1.829 million and £0.50
million for redundancies.

Reductions in funding as follows:

e £7.7 million of cost reduction proposals, the detail of which is provided at
Appendix C, with Impact Assessments on each of the proposals attached at
Appendix I.
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Delivery of these cost reductions will be essential to deliver a balanced budget.
Assurance must be provided to show that the budget is robust and that the reductions
included in it are deliverable. This will enable the Council and the Statutory Chief
Finance Officer (S151) to sign off the budget with confidence. For the proposed
budget, sessions have been held with officers to challenge and test both the service
pressures being submitted and the deliverability of each proposal presented. SLT has
provided assurance to Cabinet that they can deliver the cost reductions within the
required timescales, whilst also reflecting on any risks.

Financing the Net Budget for 2022-23

The Council’s gross budget reflects the totality of the Council’s costs including
salaries and wages, the purchase of goods and services, premises costs and the
revenue cost of financing our capital programme. The gross budget is financed by all
the Council’'s income sources including AEF, council tax, fees and charges, specific
grants and contributions from other bodies.

Income from fees and charges makes a significant contribution (E65 million per
annum) to the Council’s budget and the Council’s approach to income generation is
included in the MTFS.

The budget proposed for 2022-23 includes increasing of fees and charges in line with
inflation, where permitted, and where appropriate, the principle of full cost recovery
has been applied. The Fees and Charges register has been updated and it, together
with an explanatory note, is attached as Appendix D and E.

The financing of the net budget comes from the Welsh Government settlement and
Council Tax income. Table 5 summarises the 2022-23 budget requirement and how
it will be financed and shows that Council funds 30% of the Councils’ net budget.

Table 5

REVENUE FUNDING 2021/22 (2022/23 |Change
£'000 £'000 £'000

AEF (RSG & NNDR Allocation) 191,883 | 210,257 | 18,374

Council Tax 87,900 92,066 4,166

Total Projected Revenue Funding 279,783 | 302,323 | 22,541

As can be seen, the balancing of the Council’'s 2022-23 budget is dependent upon a
3.9% increase in the Council Tax in 2022-23, generating £3.45 million, and £0.71
delivered through changes to the council tax base. In proposing this increase,
consideration has been given to the impact of the pandemic and affordability for
Powys residents, together with the ongoing need to meet increasing demand and
inescapable cost pressures on vital local services.

The setting of Council Tax is not subject to approval as part of this report, as this is a
matter for full council determination. However, the report recommends the level of
Council Tax to be included in the budget that goes to full Council on 24th February
2022. On 3rd March full Council meets to set the Council Tax in line with the final
budget. This meeting does not reopen the budget but ensures the Council sets
Council Tax for billing purposes.
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Capital Programme 2022-27

The Capital and Treasury Management Strategies are fundamental to the effective
delivery of the Council’s priorities and Vision 2025. The provision of the right assets
in the right place at the right time will ensure the effective and efficient delivery of a
comprehensive range of quality services.

The strategy document at Appendix F provides a high-level, long-term overview of
how capital expenditure, capital financing and treasury management activity
contribute to the provision of services, whilst considering the risks how these will be
managed and the implications for future financial sustainability.

Maintaining the capital programme has a significant regeneration impact for the
economy of Powys alongside the direct effect of better infrastructure to deliver
services. Capital investment also has a significant input into the delivery of revenue
cost reductions, and it is essential that both budget strategies are developed in
tandem.

Broadly, the programme covers three areas of expenditure. These are:

e a core programme of schemes that are regulatory / statutory in nature, and
minimise legal challenge or revenue risk, these schemes are related to day-to-
day activities that will ensure the Council meets its statutory requirements

e a retained asset programme to improve or enhance the life of existing assets,
and

e an investment programme in schemes linked to the Council’s strategic
priorities.

The key aims of the Capital Strategy are to:

e Provide a clear context within which proposals for capital expenditure are
evaluated to ensure all capital investment is targeted to deliver the Council’s
priorities.

e Clarity about how the Council identifies and prioritises capital requirements
and proposals arising from various strategies including the Vision 2025,
Service Improvement Plans, and other corporate strategies, and how they will
be managed within the limited capital resources available.

e Challenge our current estate, continue with the programme of asset
rationalisation, ensuring that assets retained are effective, efficient and
economically sustainable to deliver services.

e Identify and consider options available to fund capital expenditure that
minimises the ongoing revenue implications of historic capital expenditure and
of any new investments.

e Use partnerships, both public and private, more effectively to support our
overall strategy.

e Establish effective arrangements for managing capital schemes including
assessment of outcomes and achievement of value for money.
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e The aim of this capital strategy is to ensure that all elected members fully
understand the overall long-term policy objectives and resulting capital
strategy requirements, governance procedures and risk appetite.

3.60 A Governance Framework is in place for the development of the Capital Programme,
based on the Welsh Government Better Business Case approach; each project is
developed through a series of gateways ensuring that the business case is robust
and fully considers the benefits and costs of the individual project and that they align
with Vision 2025. This enables the council to prioritise its capital investment whilst
ensuring affordability. As referred to earlier Welsh Government undertook a Gateway
Review in 2021 with a delivery confidence rating of Amber Green. A rare but positive
assessment rating.

3.61 The Council is moving away from an annual capital cycle and using the new
framework will have an ongoing process of projects in development through to
approval at Cabinet and Council as needed.

3.62 The Capital Strategy is attached as Appendix F. The strategy sets out the priorities
for the next 5 years with the provisional Capital Programme totalling £416 million
(including the Housing Revenue Account (HRA)). This is a significant commitment.
The Capital Programme is included in Appendix F as part of the Capital Strategy.

3.63 The Council continues to invest in services that underpin the priorities set out as part
of Vision 2025 as follows:

Residents and the Community - We will support our Residents and Communities.

> Housing (E17m)- The Council will continue to maintain, for all the homes it owns, the
Welsh Housing Quality Standard (WHQS) with an ongoing capital programme in part
funded through Welsh Government Funding and Borrowing. The Housing Revenue
Account Thirty Year Business Plan demonstrates an affordable capital strategy
alongside delivering the day-to-day landlord service and has key objectives linked to
the Local Housing Strategy. The Council has completed the construction and letting
of 39 new homes with a further 79 under construction and a further 198 under active
consideration for future development (dependent upon site acquisitions, viability
assessments and resolution of the phosphates issues affecting development of all
types). The Council will continue to fund a major programme of Disabled Facilities
Grants enabled works and improvements to homes to improve the quality of life for
people who need help to live as independently as possible. In addition, Housing
Services will continue to support energy efficiency and bringing privately owned
empty homes back into use through the SWAS (Safe Warm & Secure), Landlord
Loans and the ZILF Co2i loan schemes.

> Leisure Centres (£1.6m)-
The Leisure portfolio contributes to the preventative agenda, supporting the Public
Health Wales Long Term Strategy (2018-30) as well as, health interventions such as
the NERS program (National Exercise Referral Scheme), in collaboration with Powys
Teaching Health Boards and General Practices, within Powys. Since 2019 the
Council has approved a five-year programme which has already enabled significant,
essential replacement of plant, fixtures, end-of-life equipment, structural materials,
playing surfaces and decoration. The Capital commitment supports the Council’s
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‘landlord’ responsibilities as part of the leisure contract but also ensures that the
buildings are fit for purpose, compliant, attractive and provide a positive customer
experience. Leisure Services in Powys not only support the overall well-being of our
‘residents and communities’ and now more than ever, contribute to the ‘health & care’
agendas, providing early intervention and prevention programmes to help reduce the
burden on health services. Also, as a collaborative partner to the School’s
Transformation Programme, enabling learning and development through specific
opportunities that the service provides or facilitates. Leisure Services support and
contribute to the ‘economy’ by hosting and delivering local, regional and national
events and competitions which draws significant numbers of visitors from across the
UK to utilise the facilities we have in Powys. This demonstrates the need for the
facilities to be maintained and improved to an appropriate standard.

> Waste Strategy (£1.8m)- Powys County Council faces a stringent WG statutory
recycling target of 64% for 2019/20 through to 70% for 2024/25. There is also a non-
statutory WG target to reduce landfill to 10% by 2019/20 reducing to 5% by 2024/25.
This has required a step change in the way all local authorities approach waste and
recycling. The continued capital investment in the Waste and Recycling service will
ensure that the Council is able to meet the targets whilst obtaining maximum value
from the service. A network of assets under the Council’s control allows flexibility to
adapt to any changing requirements within the industry and Government policy and
legislation. Some of these schemes are linked to efficiency savings and service
improvements in future years.

Health and Care — We will lead the way in providing effective, integrated Health and Care in
a rural environment

> Social Care (£0.8m)- The capital programme focuses on supporting those who wish
to remain in their own home rather than residential care and supports the integrated
Health and Care Strategy for Powys. This strategy acknowledges that people in
Powys live longer and healthier lives than elsewhere in Wales and that Powys is a
place aspiring to help improve the wellbeing of all people. Capital funding mainly
focus on accommodation options, including supporting the building and
redevelopment of facilities to increase the stock of supported living and extra care
housing in collaboration with Powys Teaching Health Board and local Registered
Social Landlords. There are also capital funding requirements for the 13 Powys
owned care homes.

> Children’s Services — In order to ensure a sufficient supply of appropriate, safe
placements for children in care, as close to home as possible, investment is mostly
focused upon small residential homes for children, with accommodation purchase
and development of a range of placements in County to support the complex needs
of young people who remain under the local authority's care. Welsh Government have
been particularly supportive in offering investment to progress such developments,
as mirrored in current Ministerial direction. The changes associated with ICF
(Integrated Care Fund) through Regional Partnership Boards (RPB), identify long
term collaborative projects that will require a financial commitment from all partners,
including PCC over a period of time. This will need to be acknowledged as part of
social care’s transformation plans, associated with the future development of any
such resource.
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Assistive Technology - has a key role to play in the modernisation of health and
social care. With ever increasing technological advances, it offers a range of
possibilities for greater choice, not only of how people can access the support they
need, but also where and when they access support. In doing so, assistive technology
enables people to take greater control, and to live independently for longer by
preventing hospital admissions and premature moves to residential care. Enabling
access to better accommodation options is essential in order to support independent
living and reduce demand for other types of care.

Learning and Skills — We will strengthen learning and skills.

>

Schools Transformation (£118m)- The Council has developed a new ten-year
Strategy to Transform Education in Powys 2020-30 with the implementation of a
major capital investment programme that will ensure that schools in Powys have
inspiring, environmentally sustainable buildings that can provide opportunities for
wider community activity, including where possible childcare services, early years,
ALN, multi-agency support and community and leisure facilities. This will also include
developing a reliable, high quality digital infrastructure. The Council is investing
£147m over the next ten years in its schools through the current Band A and Band B
of the Welsh Government’'s 21st C Schools Programme. The 21st C Schools
Programme has a 65% capital intervention rate for mainstream schools, 75% for
special schools and it also offers a new and innovative funding route where the
intervention rate is 85% for the Mutual Investment Model. The Council will develop
its strategies to ensure maximisation of the potential investment opportunities that
may be available via WG funding.

However, to deliver the full Schools Transformation Programme significant funding
sources above what is currently included in the following Capital Programme will be
required. Alongside this, capital funding through our major repairs programme will
be focussed on where the need is greatest, as identified through the School Service’s
Asset Management Plan.

The Economy — We will develop a vibrant economy.

>

Highways and Environment (E58m)- The Council has a statutory duty to maintain
the adopted highway, maintained at public expense in a safe condition for the
passage of the user. A strategic approach has been used to develop the HAMP in
identifying and allocating resources for the management, operation, preservation and
enhancement of the highway infrastructure to meet the needs of current and future
customers. Current gross replacement cost of these assets is estimated at £4.4bn.

The highway network includes public rights of way, which are a major attraction to
the county for visitors. There are 1,700 recorded bridge structures on the public rights
of way network; most are Council assets. Several major bridges (over £100,000 each)
need to be replaced within the next 5 years due to age. In addition, storm damage
with increased rates of riverside erosion and rotting of timber is affecting many small
to medium bridges (up to £50,000 each). A county wide inventory continues to be
developed, to record bridge condition and forward plan for their replacement.
Previously, this has been undertaken on a reactive basis.
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Outdoor recreation assets are also a significant tourist attraction and can provide
valuable opportunities to maintain and enhance biodiversity. There are two remaining
building assets under management by the Service; investment is needed in one of
them, to enable ongoing lease arrangements. Upgrades may also be required at
Llandrindod Lake to meet new standards due to its designation as a reservoir.

Property (£0.2m)- The vision is to ensure that through the Corporate Landlord
initiative, the Council’s assets are appropriately managed to provide safe, efficient,
sustainable properties in the right locations to support the delivery of services and the
achievement of key priorities. The Strategic Asset Board and Asset Management
Plans are the mechanisms in place to help deliver these priorities, which will ensure
close working and collaboration across all service areas and partner organisations
such as NPTC / PTHB. The Property team will be supported in this crucial work with
investment provided to procure a new Property Management database which will
provide a single point of reference for all aspects of the Council’s operational and
investment estate. A provisional property disposals programme has been developed
over the next 10 years.

County Farms - It is essential that the Council manages its agricultural estate
prudently, efficiently, and professionally. Effective management of County Farms
estate will enable the continued opportunities already enjoyed by current tenant
farmers and maintain an income stream. The financial demands of the Estate need
to be evaluated against the competing demands across the council whilst noting the
estate produces an annual surplus in its trading account. The opportunity for capital
receipts will continue to arise as reviews are undertaken at each tenant departure
from the Estate. An Invest to Save initiative is being developed which will see
investments made to the Farm Estate which should create opportunities for capital
receipts and reduced revenue expenditure, for example barn conversions and
subsequent sales.

Regeneration, Property and Development (£32m)- The Council need to intervene
where the private sector is not able to (for economic reasons) to create or facilitate
investment in business units in order to keep and attract business to the County.
Abermule business park is one such scheme that sees the Authority developing a
former Welsh Government site which otherwise would not have been developed in
the short to medium term. Capital investment will also form an important part of
supporting the regeneration and viability of town centres complementing the Welsh
Government’s Transforming Towns funding programme. An initial annual allocation
of £2 million starting in 2022-23 has been included as the Council’s contribution
towards the Mid Wales Growth Deal. As the investment plans for the deal develop
the funding will be released to the relevant projects on completion of the relevant
governance and approval processes.

Information Technology (IT) (E2.5m)- The service engages with change
programmes so that investment and resource meets identified priorities. In respect
of infrastructure, IT will seek to invest in up-to-date cloud-based technologies
including ‘Azure’ cloud technologies, improved telephony and mobile systems, WEB
and share-point and improved wireless as well as further enabling our staff to work in
an agile manner.

In terms of applications, IT is looking to rationalise the number of systems through
investment in replacement of legacy corporate systems and through modernisation
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of systems and applications to improve integration and provide an improved customer
journey.

Cyber resilience is also a key programme, since 2017 an active Cyber Security
improvement plan has been in place which details improvements required to maintain
our Cyber Security resilience and to maintain standards and accreditations such as
Cyber Essentials Plus and PSN Accreditation. In order to maintain the council’s
resilience and standards, this investment and programme of work is key. This
includes investment in tools to detect and prevent malicious activity, tools, processes
and resources to maintain systems to prevent vulnerabilities from exploitation,
systems to enable us to share and collaborate information digitally and securely
without risk of unintended exposure and ultimately damage or complete loss of any
of the council’s data or systems.

The Capital Programme also identifies £9 million over the next five years of
unallocated investment which has been set aside to meet the costs of current pipeline
projects and programmes currently being progressed through the Outline Business
Case gateway. Also included is initial estimated funding for the Mid Wales Growth
Deal.

Both National and Welsh Government are providing a capital injection in the south of
the county for a purpose-built, modern railway infrastructure and rolling stock testing
facility. This is expected to form an important addition to the UK rail industry and
would be the only test facility in the UK that includes circuits tracks, would offer
significantly more efficient testing than shunting facilities, which require trains to
change direction of travel at the end of track. The council has accepted a loan of
£45m from Welsh Government for onward investment to progress this project.

Treasury Management Strategy

A Treasury Management Strategy which is included within the attached Appendix F
sets out how the Council will ensure that it has enough funding available to fund its
revenue and capital requirements and an appropriate strategy for borrowing and
investing for the financial year 2022-23 and details the expected activities of the
Treasury function. The Treasury Management Strategy and Annual Investment
Strategy is recommended to Full Council for approval.

Prudential Indicators

The objectives of the Prudential Code are to ensure, within a clear framework, that
the capital investment plans of the local authority are affordable, prudent and
sustainable. The statutory Prudential Indicators are shown in full within the Capital
and Treasury Management Strategy Appendix F. The tables include the revised
estimate for 2021-22, as well as the indicators through to 2026-27.

The key indicator of affordability is the estimate of the ratio of financing costs to net
revenue stream, in section 3.17 of Appendix F. The ratio of financing costs for the
council fund is 3.9% in 2020-21 rising to 4.1% in 2026-27. The amount of HRA
income required to pay for financing increases is 17.0% in 2020-21 rising to 21.7% in
2026-27.

The capital financing requirement (CFR) is shown at section 2.35 of the Appendix
and is the measure of the authority’s underlying need to borrow for a capital purpose.
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It is the amount of capital expenditure that has not yet been financed by capital
receipts, capital grants or contributions from revenue. The CFR is £324 million in
2021-22 and will rise to £433 million by the end of 2026-27, and £107 million
increasing to £175 million for HRA debt.

The operational boundary, in section 3.28, and authorised limits for external debt in
section 3.31 both reflect the Treasury Management policy and are set at a level to be
affordable and prudent.

The authorised limit for 2022-23 will be the statutory limit under Section 3(1) of the
Local Government Act 2003. It is recommended that the level for the authorised limit
is set at £539 million and the Operational Boundary is set at £524 million.

The Minimum Revenue Provision (MRP) Policy Statement is included at Section 2.39.
MRP is an annual charge that Councils are required to pay for their debt liability in
respect of capital expenditure funded by borrowing, for both the general fund and the
Housing Revenue Account debt. This capital expenditure is set out as part of the
CFR calculation and updated regularly to reflect borrowing need changes and the
resultant costs; it is important to ensure that the debt is repaid over a period
commensurate with that over which the capital expenditure provides benefit.

With the investment into the Global Centre for Rail Excellence due to start in 2022-
23, the policy has been updated to remove the obligation for the Council to provide
MRP for this scheme as the funding will be provided as a repayable loan. The
repayment at the end of term will be used to reduce the CFR at that time.

MRP Overpayments - A change introduced by the revised Welsh Government MRP
Guidance was the allowance that any charges made over the statutory MRP,
voluntary revenue provision (VRP) or overpayments, can, if needed, be reclaimed in
later years if deemed necessary or prudent. For these sums to be reclaimed for use
in the budget, this policy must disclose the cumulative overpayment made each year.
On the 31st of March 2021 the total balance of previous voluntary revenue provision
(VRP) stands at £7.11 million, of which £1.41 million relates to the HRA. There is no
intention to reclaim any of this at this point.

Reserves

The Council’s reserves are key to our financial planning; maintaining these at an
appropriate level is central to our financial resilience and sustainability. They provide
a safeguard against risk, unusual events and future financial pressures.

In assessing the appropriate level of reserves, the Authority will ensure that the
reserves are not only adequate, but also necessary and will be appropriate for the
risk (both internal and external) to which it is exposed.

The Reserves Policy (Appendix G) establishes a framework within which decisions
are made regarding the level of reserves held by the Council and the purposes for
which they will be maintained and used.

The use of reserves and the levels at which they are maintained is determined on an

annual basis as part of the Council’s Budget setting process.
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There is no statutory minimum regarding the level of reserves that should be held.
Instead, decisions should reflect the individual position of each council. Reserves
are a finite resource and so their use to fund ongoing commitments creates a gap in
the finances of future years and erodes our financial sustainability. Benchmarking
shows that Powys’ reserves are not excessive but are nearer the minimum level of
acceptability; we must not plan our budget based on utilising our reserves, they must
remain at a level that provides a reasonable level of financial resilience in an ever-
challenging environment.

The level of reserves held, and their forecast used is reported to Cabinet as part of
the budget monitoring report and Table 6 below reports the opening and projected
balance of the reserves at year end. This is based on the position as at 31%
December 2021.

Table 6
. Forecast Projected
Q?E'n:::l‘]m Addition/  Forecast [Over) Ba;‘;‘;’;t
Surplus / (Deficit)  \Looio  /UNASTSPENY g e
Reserves (Deficit]

General Fund 13,634 (4,294} o 9,340
Budget Management Reserve 4,330 0 0 4,330
Specific Reserves 15,651 2,472 (426} 17,697
Transport & Equipment Funding Reserve 11,282 |8,558) 0 2,724
Total Usable 44,857 (10,380} 1-!125}' 34,091
Schools Delegated Reserves 3,251 (693} 9 2,567
School Loans & Other ltems [371) 7 1] [364)
Housing Revenue Account 4,481 [2,404) 567 2,644
Total Reserves 52,253 (13,470} 150 38,933

MTFS Principle 6 is to maintain a minimum general reserve provision of 4% of net
revenue expenditure over the period of 2022-27. The projected balance as at 31
March 2022 will be 4.7% in line with this principle.

The level of reserves held has been assessed alongside the overall budget proposal.
For 2021-22 the ongoing impact of the coronavirus pandemic has been a key part of
the assessment and to address further covid pressure on services, £1 million was set
aside to assist council services with this recovery and £1.8 million set aside to help
the wider Powys economy recover.

Other specific reserves were created at the end of the 2020/21 financial year:-

o Funding to assist in drawing support from other sources of recovery funding,
including Levelling up Funding; match funding is required as leverage to draw
upon this funding and it is proposed that £1 million is set aside in a specific
reserve for this purpose.

o £2.241 million, be transferred into a specific Capital Financing Reserve to
support the Council Capital Programme, reducing the Councils borrowing
requirements and easing the pressure on the revenue budget

o £1.5 million to fund essential remedial works at council premises.
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The financial position of our schools has been a concern for several years, but the
Authority and our schools have made good progress in strengthening financial
management arrangements and this was recognised in the recent Estyn Monitoring
visit. The “Team around the School” approach, supportive guidance, additional
training and the appropriate use of warning notices, recovery planning and removal
of financial delegation have all strengthened financial management at schools
causing most concern. Schools’ budgets have in the main stabilised in-year, but
work continues to address the cumulative deficit balances. The school reserves are
ring fenced but ultimately represent a potential Council risk. It is essential that this
compliance work continues to be undertaken to ensure that school budgets are
managed in accordance with regulations by Governing Bodies.

In the context of the need to maintain financial stability and flexibility moving forward
on the advice of the Section 151 Officer, it is Cabinet’s intention not to make any use
of the General Reserve to fund the 2022/23 Budget.

The use of the Councils reserves will continually be reviewed, particularly considering
the continued uncertainty arising from the pandemic. The reserves position will be
monitored carefully as the financial year progresses. Under Section 26 of the 2003
Local Government Act, an appropriate person (S151 Officer) must determine the
minimum amount of General Fund Reserve.

Impact Assessment

There are Impact assessments for each of the service cost reduction proposals,
attached at Appendix I. An impact Assessment for the whole 2022-23 budget has
also been completed and scrutinised as part of the budget process, attached as
Appendix J.

Resource Implications and Section 151 Officer Opinion

The Local Government Act 2003 requires an authority’s Section 151 officer to give a
formal opinion as to the robustness of the budget estimates and the level of reserves
held by the Council. This section of the report provides the Section 151 Officer’s
formal opinion.

Under Section 26 of the 2003 Act, it is not considered appropriate for the balance of
the Council's General Fund Reserves to be less than the minimum amount
determined by an appropriate person, in this case, the Head of Finance and Section
151 Officer.

The budget has been produced within the framework of the MTFS. The introduction
of scenario planning has ensured that the budget is developed in a prudent and
flexible way, highlighting the risk faced by the Council as a result of changes in
funding and increasing financial pressures, and offering some choice in how our
resources are prioritised and the risk mitigated.

The process has been strengthened further with the continued development of
Integrated Business Plans for each service, these plans capture the services’
objectives and highlight their roles and responsibilities in supporting the Council’s
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Vision 2025 Corporate Improvement Plan, along with the intended outcomes for
service users and/or residents.

The Integrated Business Plans ensure that all elements of delivering the service are
considered in a holistic way. Statutory obligations, pay and price pressures, income
streams, demographic changes and the impact on service demand, new
responsibilities and changes in regulation are all considered. Services assess
options for service delivery, their workforce and capital requirements and the cost
reductions that can be achieved in submitting their calculated budget requirement.
The impact and risk associated with their proposals is explained. In addition, this
year, Heads of Service have assessed the continued impact of the pandemic on their
service costs and income streams and have identified the financial risk associated
with it. The pressure this creates has been included in the budget proposal.

The Council's MTFS guides the development of these plans, and the 2022-23
implications are set out in the budget and 2022-27 Capital Programme. A process of
challenge and review undertaken with Cabinet, each Head of Service, and the
Executive Management Team provided assurance on the completeness and
robustness of the estimates, whilst highlighting the risks associated with its
deliverability.

This strategic approach to allocating resources ensures that the budget plan fully
considers the delivery of Vision 2025, the transformation programmes we need to
deliver and ensures that service improvement and appropriate levels of statutory
provision are all included. Revenue and Capital budgets are aligned and ensure that
our limited resources are prioritised to achieve maximum effectiveness in securing
outcomes.

The level of cost reduction required in 2022-23 is again a significant challenge. When
this is coupled with the ongoing need for improvement and the identification of further
potential pressure in some services, a prudent approach must continue to be adopted
to support financial stability. Against that background, the budget continues to
include a risk management allocation, and the removal of prior years’ unachievable
savings adds resilience and robustness to our budget plan.

A series of documents and policies constitute the budget framework, including the
Reserve Policy. The need to hold an appropriate level of Reserves has been brought
to the fore as a result of the pandemic. Welsh Government have supported this risk
is the last 2 years through the Hardship Fund but with the funding to support the
ongoing pandemic now included in the settlement, the Council must ensure it can
manage this risk appropriately into 2022-23.

The position going forward will require reserves to be maintained at a prudent level.
It is evident that, given the continued financial impact of the pandemic, future cost
pressures and lower funding settlements indicated, we will continue to need to deliver
savings in the years ahead. To strengthen our financial resilience the minimum level
of General Fund Reserve has been increased to 4% of the Net revenue budget; this
does not mean that we increase the reserve as it is already at a level above this, but
should there be a need to use reserves, our future plan will need to consider
replenishing the fund to this level. On this basis the level of revenue reserves held is
appropriate to deal with known and unknown risks.

23
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The strengthening of financial management in our schools has seen a reduction in
the number of schools in an unlicensed position, and the cumulative balances across
schools has improved. The budget plan proposed sees additional funding allocated
to schools delegated budgets to meet the financial pressures they face in 2022/23,
including the ongoing response to the pandemic. It is essential that compliance work
continues building on the progress made to date to further reduce the deficit balances
held.

The Council has well established budget monitoring and internal control
arrangements and these act as an effective early warning system in identifying
potential problems and for managing potential areas of risk. This ongoing regular
review highlights problems and risks early so that corrective action can be put in
place, and this is supported by a clear virement process which provides some
flexibility to adapt expenditure patterns to meet changing needs and objectives.

The Capital Strategy contained within this report sets out the current investment plans
across council assets and the funding arrangements that are in place. The Capital
Programme continues to grow as new schemes are developed and delivered. Any
additional schemes are subject to robust business cases and are set in the context
of overall affordability regarding our Prudential Indicators. Regular reporting of
performance against these indicators confirms that the current and planned
programme continues to operate within the limits set. Clearly, this position will be kept
under constant review, where the later years of the programme are refined as further
information becomes available.

The Local Government Revenue Settlement for 2022-23 provides Powys with a
welcome increase in funding and the inclusion of indicative funding provided for the
following 2 years will enable us to plan with greater certainty over the medium term;
this will allow more time for planning and delivering change. The opportunity the
settlement for 2022/23 provides must be considered in the context of our ongoing
financial sustainability; funding levels will be less generous in the next 2 years and
there will still be some difficult decisions to make.

We continue to face significant pressures to manage the increasing demand for
services whilst driving improvement across the Council. The proposed increase in
Council Tax will help mitigate the position but the Council must continue to seek other
opportunities to identify alternative sources of funding.

Taking all the above into account, the Section 151 Officer concludes the estimates
used in the budget proposal for 2022-23 are adequately robust but a level of risk
remains. Based on the assessment of reserves, the overall level is adequate but
remains at the lower end of acceptability given the scale of savings required, the
ongoing impact of the pandemic and the financial uncertainty facing the Council over
the medium term.

Legal Implications

The Solicitor to the Council (Monitoring Officer) has commented as follows:

The Report has been prepared in accordance with the requirements of the Local
Government Act 2003 and the Local Government Finance Act 1992. In accordance
with Section 25 of the 2003 Act, the Council must have regard to the advice of the
Head of Finance (Section 151 Officer), as the Chief Finance Officer, regarding the
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robustness of the budget estimates and the adequacy of the financial reserves. This
advice must be taken into account when considering the proposals in the Report and
the recommendations from the Cabinet regarding the budget and the Council Tax
rate. In accordance with the Functions and Responsibility Regulations, agreeing the
budget and setting the Council Tax rate under the 1992 Act is a matter for full Council.
In accordance with Section 30 of the 1992 Act, the Council is required to set the
Council tax for the next financial year on or before 11th March.

Members’ Interests

The Monitoring Officer is not aware of any specific interests that may arise in relation
to this report. If Members have an interest, they should declare it at the start of the
meeting and complete the relevant notification form.

Recommendation:

Reason for Recommendation:

That Council approves the:

. MTFS for 2022-2027 as set out in Appendix A

be agreed in principle.

To aid business planning and
development of the budget
over a five-year period

. Revenue Budget for 2022-23 with the inclusion

of a 3.9% increase in Council Tax in 2022-23
shown in the Financial Resource Model in
Appendix B

Statutory Requirement

. Fees and Charges Register in Appendices D

and E.

To comply with Powys County
Council Income Policy

. Capital Strategy and Capital Programme for

2022-23 shown in Appendix F.

Statutory Requirement

. Minimum Revenue Provision Statement as set

out on Appendix F.

Statutory Requirement

. Treasury Management Strategy and the Annual

Investment Strategy in Appendix F.

Statutory Requirement

7. Authorised borrowing limit for 2022-23 as Statutory Requirement
required under section 3(1) of the Local
Government Act 2003 at £539 million as set
out in section 3.71 of this report.

8. Prudential Indicators for 2022-23 as set out in | Statutory Requirement

section 3.67 to 3.71 of the report and Appendix
F.

Relevant Policy (ies): |

Within Policy: | Y | Within Budget:
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Person(s) To Implement Decision: Chief Executive

Date by When Decision to Be Implemented: | 15t April 2022
Contact Officer Name: Tel: Email:
Jane Thomas 01597 827789 | jane.thomas@powys.gov.uk

Background Papers used to prepare Report:

Provisional Welsh Government Local Government Settlement 2022-23
WLGA Welsh Government Draft Budget and Provisional LGF Settlement 2022-23
Office for Budget Responsibility Economic and Fiscal Outlook November 2021

List of Documents

Appendix A Medium Term Financial Strategy
Appendix B Financial Resource Model
Appendix C Cost Reductions Proposals
Appendix D Fees and Charges Register
Appendix E Fees and Charges Guidance Note
Appendix F Capital & Treasury Management Strategy
Appendix G Reserves Policy

Appendix H Residents Survey Report
Appendix | Impact Assessments

Appendix J Council Wide Impact Assessment
Scrutiny Response to the Budget — to follow

Tudalen 26

26



Powys County Council’s

Medium Term Financial Strategy
2022 to 2027
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Yn agored a blaengar - Open and enterprising

Foreword by the Leader

This Medium Term Financial Strategy (MTFS) sets out how the Council will develop
its financial plans and manage its finances over the next few years and over the
medium term.

It supports delivery of Vision 2025 the Council’s overarching plan for the future of
Powys. It shares our vision and details the well-being and equality objectives we need
to prioritise and the activities we will take to get us there. Our plan shows how our
resources will be invested, and what improvements stakeholders will see when we
achieve our outcomes.

The last two years have been challenging as the pandemic affected all aspects of life
in the UK, yet Powys has been resilient. As the pandemic reached its second year, it
was gratifying to see the incredible collaboration between our communities, residents,
and partners.

The Council’s finances have been significantly impacted over many years, and the
cost of responding to COVID-19 has caused additional and unprecedented pressures.
We are grateful for the additional financial support provided by the Welsh Government
through the Hardship Fund and other grants to the local authority, and for their
continued support to businesses across the County. However, we expect that future
budgets will remain challenging and that further significant savings will be needed if
we are to continue to balance our budget in the medium term and ensure that our most
vulnerable children and adults are safe and supported.

Powys has received an extremely positive settlement from Welsh Government for
2022/23 and for the first time in many years we have also received indicative
allocations for the following two years. The settlement for next year supports the
Council in meeting the increased demand for our services, increasing inflationary
costs, and support our investment in improvement. We will also have to meet the
continued challenges arising from the pandemic.

Funding levels for 2023/24 and 2024/25 return to lower levels of increase, but these
indicative allocations enable us to plan with more certainty over the next 3 years. We
must use the opportunity provided in 2022/23 to rebase our Service budgets to meet
the ongoing needs of our citizens. We will continue to face financial pressures that
outweigh the funding provided and will continue to focus on improving efficiency and
as far as possible protecting crucial front-line services from savings whilst improving
the quality of our social services for children and adults and Education across the
county.

The combination of these factors, and continued uncertainty nationally around the path
of the pandemic, the economy and public finance outlook, mean that we continue to
face challenging times ahead. We must continue to push ahead with our programmes
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of transformation across all our Services while maintaining our focus on delivering high
guality local services to our residents.

The ongoing impact of the COVID-19 pandemic has changed the way many of us live,
learn, work, and play. As a Council, we continue to focus on helping individuals and
businesses respond to, and recover from, the pandemic whilst persevering with our
core work and transformation projects. This includes developing new council housing,
widening access to services through digital engagement, and progressing the Mid
Wales Growth Deal to support the long-term development of our economy.

We are also actively contributing towards creating a Net Zero public service by 2030
and have developed a Biodiversity Action Plan and Climate Change Strategy as part
of our ongoing efforts to reduce the negative impact that our activities have on the
environment. We intend to safeguard the beauty of our countryside and make our
communities healthy, safe and diverse places to live, learn, work, and play for
generations to come.

The case for transforming education provision across the County is now widely
recognised. The reshaping of our education system continues so that it can provide
lifelong learning opportunities for all our young people and equip them with the skills
and knowledge they need to fulfil their potential.

This MTFS continues to see closer alignment between the policy framework and the
way we plan to use our finances. This is supported by an approach which ensures
that our limited resources are prioritised on securing outcomes that matter most to our
residents. Our vision set out in our Corporate Improvement Plan Vision 2025
(https://en.powys.gov.uk/vision2025) is that, by 2025, Powys will be widely recognised
as a fantastic place in which to work, live and play.

Rosemarie Harris
Leader of Powys County Council
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Introduction

This document is the financial strategy for Powys County Council for the period 2022
to 2027. It has been developed as part of the overall strategic planning process
alongside Vision 2025, the Council’s Corporate Improvement Plan. The strategy
captures the financial, regulatory and policy drivers affecting the council and sets the
direction and approach. It also incorporates the plan for delivering a balanced budget
for 2022/23, and indicative budgets for the following 4 years to March 2027. This
means the Council has an ongoing financial plan to enable service transformation
within the funding levels available.

This financial strategy includes all Council services activity funded by the revenue
budget, the Housing Revenue Account and the Capital programme. This information
is presented in a 5-year budget model and a 5 year Capital Programme.

The model sets out how a balanced budget will be developed for 2022/23.

The model identifies the estimated requirement for the Council to find ways to reduce
its spending by around £22 million over the five-year period of this strategy.

Indicative figures have been provided by Welsh Government for the following two
year settlements and the for the final two years of the model indicative figures have
been used as in the longer term settlements will be affected by central government’s
finances in the future. Our modelling is therefore based on best available
information but is difficult to predict with any great certainty and is subject to multiple
internal and external influences.

MTFS Principles

As well as consideration of future income and expenditure scenarios, the MTFS
provides a set of clear principles which will drive the Council’s budget and spending
decisions over 2022-27 and which Members and others can examine and judge the
Council’'s financial performance against. The ten key principles are to ensure that:

1. The Council will continue to meet its statutory obligations and to demonstrate
how its budget supports the priorities contained in Vision 2025.

2. The Council’s financial control system will be sufficiently robust to support the
delivery of financial plans and mitigate corporate risks.

3. All Council budgets will be reviewed annually to ensure resource allocations
are delivering value money and continue to align to the delivery of priority
outcomes in Vision 2025.

4. Financial plans will provide an optimum balance between income and
expenditure for both capital and revenue.

5. Reserves will not be used to fund recurrent budget pressures or to keep down
council tax rises.
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6. The Council’'s General Fund reserve will be maintained at a minimum of 4% of
Net Revenue Expenditure (excluding the Schools Delegated budget) over the
period of the MTFS.

7. Capital investment decisions will support the Council’s corporate priorities and
mitigate any statutory risks taking account of the return on investment and
robust business cases.

8. Prudential borrowing will only be used to support the capital programme
where it is affordable and sustainable within the Council’s overall borrowing
limits and the revenue budget over the long term.

9. Decisions on the treatment of surplus assets will be based on an assessment
of the potential contribution to the revenue budget and the capital programme.

10.  Budgets will be managed by members of SLT in accordance with the
Council’s Financial Procedure Rules.

Strategic Context

Economic and Fiscal Outlook

The Office for Budget Responsibility (OBR) published its report “Economic and fiscal
outlook” in October 2021. The report provided an analysis and forecast of the UK'’s
public finances.

The successful vaccine rollout has allowed the economy to reopen largely on
schedule, despite continuing high numbers of coronavirus cases. The vaccines’ high
degree of effectiveness, combined with consumers’ and businesses’ surprising
degree of adaptability to public health restrictions, has meant that output this year
has recovered faster than expected in March, boosting tax revenues in the process.

The economy is now expected to grow by 6.5% in 2021 (2.4% faster than predicted
in March), and unemployment to rise only modestly to 5.25% this winter (1.25%
lower than March), which helps the budget deficit to almost halve to £183 billion in
2021-22 (£51 billion lower than March).

But the strength of the rebound in demand in the UK and internationally has led it to
bump up against supply constraints in several markets. These have been
exacerbated in the UK by changes in the migration and trading regimes following
Brexit. Energy prices have soared, labour shortages have emerged in some
occupations, and there have been blockages in some supply chains. These can be
expected to hold back output growth in the coming quarters, while raising prices and
putting pressure on wages. CPI inflation was expected to reach 4.4% next year,
however recent updates now project inflation peaking at close to 5% next year.

Over the medium term, the OBR have revised up real GDP as they now expect post-
pandemic scarring of potential output to be 2% — rather than the 3% assumed in
March. Uncertainty around this judgement remains large, however, with limited
evidence as yet regarding how smoothly furloughed workers will be reabsorbed into
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employment, whether those workers who became inactive or left the country during
the pandemic will re-enter the labour force, and how fully shortfalls in capital
investment, innovation, and the acquisition of skills will be made up. With inflation
also higher and more persistent, they have revised up nominal GDP — the key driver
of tax revenues — by 4.1% in 2025-26 relative to March, boosting pre-measures
revenue forecast by 4.5% in that year. While higher inflation also boosts public
spending, overall pre-measures forecast for borrowing is lower by £38 billion a year
on average relative to the March forecast.

Against the backdrop of an improved underlying fiscal outlook, the Government has
announced a significant discretionary increase in both the tax burden and the size of
the post-pandemic state.

The improvement in the fiscal outlook is sufficient to enable the Chancellor to meet
his fiscal target of getting underlying debt falling as a share of GDP by the third year
of our forecast (2024-25 in this one). This new fiscal mandate is codified in a revised
draft Charter for Budget Responsibility published alongside the Budget, which also
includes supplementary targets for balancing the current budget within three years
and capping public investment and welfare spending over different periods. All these
new targets are set to be met too. Finally, the Charter identifies additional measures
of debt affordability and public sector balance sheet performance that will guide the
Chancellor's management of fiscal policy. In the OBR’s central forecast, underlying
debt falls by 0.6% of GDP in 2024-25, the current budget is in surplus by 0.9% of
GDP, public investment averages 0.3% of GDP below its cap, and welfare spending
is £2.8 billion below its effective cap. These margins are all well below the historical
average three-year ahead forecast error for the current balance of 2.3% of GDP and
for the change in debt of 3.8% of GDP.

UK Government’s Spending Round : Implications for Wales

The UK Government is providing the Welsh Government with an additional £2.5
billion per year on average through the Barnett formula over the Spending Review
period. This is on top of its annual baseline funding of £15.9 billion. The Welsh
Government is also receiving an additional £425 million this year.

In addition, funding is provided for a number of specific initiatives including the
Levelling Up fund, City and Growth deals, Global Centre of Rail Excellence, the Net
Zero Strategy, and the Shared Rural network (to deliver high-quality 4G mobile
coverage to 95% of the UK).

Welsh Government’s Draft Budqget for 2022-23

Overall, the Welsh Government’s Total Managed Expenditure will be just over
£23.7bn in 2022-23. Indicative allocations show this rising to £24.7bn in 23-24 and
£25.1bn in 24-25. Within that definition is the Departmental Expenditure Limit (DEL)
which is the element of the budget under direct Ministerial control.

The capital and revenue DEL increases by £2.6bn (13.7%) to £21.4bn. Day-to-day
spending will increase by £2.5bn (15%) to £18.8bn and spending on capital will
increase by £122m (4.9%) to £2.6bn. The capital increase is small compared last
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year and the reallocation among the budget lines is the result of a zero-based
review. The climate change portfolio is the biggest winner.

Welsh Government’s set out their priorities which continue to be health and local
government services. They suggest that the increased Settlement will enable local
authorities to continue to deliver the services their communities want and need as
well as supporting national and local ambitions for the future, including responding to
the climate and nature emergency and contributing to our Net Zero Wales plan.

The Local Government Revenue Settlement

The Aggregate External Finance (AEF) will increase by £437 million a 9.4%
increase. Authority’s settlements the lowest increase is Blaenau Gwent with 8.4%
(RCT is slightly higher) and the highest is Monmouthshire with an increase of 11.2%.
The range is largely a reflection of movements in several datasets derived from the
schools’ census and financial data.

The settlement provides the indicative Wales-level core revenue funding allocations
for 2023-24 and 2024-25 are £5.3bn and £5.4bn respectively — equating to an uplift
in the first year of £177m (3.5%) and, in the second year of £128m (2.4%). These
figures are indicative and dependent on both the current estimates of NDR income
over the multi-year settlement period, and the funding provided to Welsh
Government by the UK Government through the 2021 Comprehensive Spending
Review.

The Minister has responded “to the need to ensure that hardworking staff receive
well-deserved pay rises in the future”. In particular including funding to enable local
authorities to meet the additional costs of introducing the real Living Wage for care
workers as set out by the Minister for Health and Social Services.

The settlement maintains the approach taken in 2021-22 and continues to freeze the
non-domestic rates multiplier for 2022-23. An additional £35m in RSG is provided in
2022-23 to offset the reduced income and a further £1m for the following two years.
It also continues to provide £4.8m for authorities to deliver additional discretionary
rates relief for local businesses and other ratepayers to respond to specific local
issues.

The funding provided through the Settlement also recognises the decision made
around the 2021/22 teachers’ pay deal and includes funding for the costs arising
from the 2022/23 pay deal, which fall within this Settlement year. No further funding
will be made available in-year in recognition of the 2022/23 teachers’ pay deal, and
authorities’ budget planning must accommodate these costs.

More widely on public sector pay, the Settlement includes funding to cover the
increased costs local authorities will face arising from the UK Government’s
announcement to increase National Insurance contributions for employers.

Information on specific revenue and capital grants planned for the following three
years was also published. For 2022-23, these amount to more than £1.1bn for
revenue and over £700m for capital. The indicative information will be further
updated in the final settlement.
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The provisional AEF for Powys in 2022/23 is £210.257 million. Funding in Powys
has increased in cash terms by £18.374m, a 9.6% increase.

Figure 1. Changes to AEF, 2021-22 to 2022-23 by local authority, after
adjusting for transfers
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Source WLGA Briefing WG Budget and provisional LGF Settlement 2022-23
The impact of the Coronavirus Pandemic

The pandemic continues to have a significant impact on our financial position and
without the support from the Welsh Government Hardship fund we would be facing a
deficit this year which would inevitably deplete our reserves and place the council at
financial risk. This specific funding will cease on 315t March 2022. We must clearly
understand how the pandemic could continue to impact on our services, our costs
and our levels of income into the new financial year and ensure funding is set aside
for this outlay.

It is likely that the financial impact of the pandemic will continue into 2022/23 and will
almost certainly affect public sector finances for many years.
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The Finance Minister’s statement recognises the progress of the pandemic and its
ongoing impact on public services which continues to be highly uncertain. The
Minster has considered how to manage pandemic support for local authorities and
concluded the balance lies in providing funding in the first year (2022-23) through the
Settlement, in recognition the ongoing impact of the pandemic on services which
authorities will need to manage.

The Council has considered the ongoing impact of the pandemic and worked these
costs into our service plans. These ongoing costs are recognised in our revenue
budget for 2022-23. There is still uncertainty about the course of the pandemic and
the ongoing impact it could have on our costs or our ability to raise income if further
restrictions are imposed.

Planning over the medium term is difficult with heightened levels of uncertainty, with
continued impact on our own income streams for Council tax and fees and charges,
will these recover to normal levels post pandemic or will the impact continue into
future years. The economic impact of the pandemic could also have wider
repercussions for people’s ability to pay for services.

Given the breadth and depth of the impact of the pandemic to date, alongside the
uncertainty surrounding its future course, the Council will continue to face difficult
choices for the coming year.

We must ensure that we continue to maintain a sustainable and robust medium term
financial planning.

Local Context

Powys County Council has taken action to reduce its spending by more than £104
million over the last decade as a response to cuts in government funding and the
need to meet inescapable additional costs in some areas.

The local context affecting our funding and demand for services is well recognised
and heavily influenced by Powys being sparsely populated with a wide geographic
area requiring services. Powys has a higher than average older population that is
predicted to increase at a faster rate than the national average. This statistic can
largely be attributed to people living longer because of better healthcare and
improved lifestyles together with an inward migration of people above retirement age
to the County. Conversely, the county’s younger population is declining with a
reducing birth rate and a sizeable outward migration of young people. Further and
higher education and career opportunities are the main contributors to this trend.

This Council understands its legal obligation to set and deliver a balanced budget
each year and has a significant transformation programme underway to improve the
guality of key services such as education, social care, highways, transport and
recycling while also reducing our operating costs over the medium term.

On the current modelling, to deliver a balanced annual budget between April 2022

and 2027 the Council will need to reduce its spending by more than £18 million
(2023-27) and to increase council tax by 5% from 2023-2027. This will be achieved
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through transformational change and cost efficiencies but reductions in some
services offered will also be inevitable.

These factors in combination present significant challenges to the Council. As
evidenced in the Rural Cost Analysis (https://en.powys.gov.uk/article/7842/Funding-
changes-needed) the provision of services to a dispersed and relatively small
population is expensive as a result of greater transport costs and the demand for
facilities to be delivered locally or within a commutable distance.

Vision 2025 — Our Corporate Improvement Plan

Vision 2025 is the Council’s overarching plan for the future of Powys. It shares our
vision and details the well-being and equality objectives we need to prioritise and the
activities we will take to get us there. Our plan shows how our resources will be
invested, and what improvements stakeholders will see when we achieve our
outcomes. aligning our workforce activities with our organisational aims.

The Vision and Corporate Improvement Plan have been reviewed and the priorities
redefined, the vision now reads as “By 2025 Powys will be widely recognised as a
fantastic place in which to work, live, learn, work and play”

Our Well-being and Equality objectives:
e We will develop a viborant ECONOMY (Well-being Objective 1)
o We will enable people with a disability to have improved opportunities
for valued occupation including paid employment (Equality Objective 1)
o We will ensure equality of opportunity for all our staff and take action to
close the pay gap (Equality Objective 2)

e We will lead the way in providing effective, integrated HEALTH AND CARE in
a rural environment (Well-being Objective 2)

o We will improve the availability of accessible homes, adaptable homes
and life-time homes, that provide suitable and sustainable
accommodation for future generations (Equality Objective 3)

o We will help people to get the support they need to prevent
homelessness (Equality Objective 4)

e We will strengthen LEARNING AND SKILLS (Well-being Objective 3)
o We will improve opportunities and outcomes for children living in
poverty (Equality objective 5)

e We will support our RESIDENTS AND COMMUNITIES (Well-being Objective
4)

o We will improve opportunities for our residents and communities to
become more digitally inclusive, enabling them to easily access the
services they need and patrticipate fully in everyday life (Equality
Objective 6)

The Corporate Improvement Plan is our road map for the next four years, setting out

our top priorities and milestones, including those we are working on with our partners
which are also articulated in the Powys Public Services Board Wellbeing Plan

Tudalen 36


https://en.powys.gov.uk/article/7842/Funding-changes-needed
https://en.powys.gov.uk/article/7842/Funding-changes-needed

Towards 2040, and the Powys Regional Partnership Board Joint Area Plan A
Healthy Caring Powys.

Delivering Vision 2025: Transforming the Council

The Council continues with its ambitious Transformation Programme to help deliver
Vision 2025, the governance of which is shown in the diagram below. The Vision
2025 Transformation Programme contains nine key programmes as shown in the
diagram below.
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The Programme is governed by a Transformation Delivery Board comprising the
Cabinet and the Executive Management Team. Progress is included in the Council’s
performance management reports which are presented to Cabinet each quarter.
There are service transformation programmes also underway across the Council and
progress on these also reported to the Board at regular intervals whilst some
services: Education, Housing and HTR report directly to Service Improvement
Boards.

Medium Term Financial Planning

The Council’s budget planning has traditionally been determined using an
incremental budgeting approach and has tended to focus on one year with limited
development over the longer term. This will not deliver a sustainable financial
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position for the Council going forward. The Council is therefore moving to an
Outcome Based Budgeting approach, focused on the medium to long-term and
aligned to service and workforce planning.

The strategy is based on an approach which brings together all elements of the
Council activity to deliver Vision 2025, a programme of transformation, and one
which encompasses service improvement and delivers appropriate levels of statutory
service. It will better align revenue and capital to ensure that our limited resources
are prioritised to achieve maximum effectiveness and based on securing outcomes
that matter to our residents.

The strategy is supported by a detailed five year budget model. The budget model
has been improved with scenario planning across Best, Realistic and Worse case
scenarios. Funding, pay and price pressures and changes in service demand have
been modelled on this basis and the budget gap identified for each year of the plan.
This provides the basis for the allocation of funding to each service.

The introduction of the Integrated Business Plan has been developed over the last
couple of years and the process is how starting to embed across the Council

Service Evaluation is key to the process, performance, cost analysis, benchmarking,
regulatory recommendations, proposals for improvement and Service User /
Resident Feedback all feature. The objectives for the services which align to the 5
ways of working and the 7 Well-being goals of The Well-being of Future Generations
(Wales) Act 2015) and meet statutory requirements and legislative changes are
defined.

In finding sustainable solutions for service delivery objectives should broadly align to
any 1 of the following requirements:

e Obijectives to redesign services to deliver them more efficiently, effectively or
in an alternative manner.

e Obijectives that identify key delivery partnerships or outsourcing opportunities

e Objectives that contribute positively to support Climate Change

e Obijectives that realise opportunities to stop delivering services because
requirements or priorities have changed, allowing the planned release of
resources.

e Obijectives that realise opportunities to generate additional income.

Workforce implications are identified and inform the council’s workforce development
and training needs. Risks and impact are assessed and defined.

The service area budget is developed based on the allocation of resource to deliver
each of the objectives. These individual Integrated Business Plans all feed into the
overarching Corporate Plan and budget for the Council.
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Funding Assumptions

The Welsh Government provides funding to the Council in the form of a Revenue
Settlement Grant (RSG) and a share of the National Non-Domestic Rates Pool
(NNDR). Together they constitute the Council’s Aggregate External Finance (AEF),
which represents approximately 69.6% of our funding.

The Provisional Settlement or Aggregate External Funding (AEF) figure was
announced on 215t December 2021 and the core revenue funding for local
government in 2022-23 will increase by 9.4% on a like-for-like basis compared to the
current year. In 2022-23, local authorities will receive £5.1 billion from the Welsh
Government in core revenue funding and non-domestic rates to spend on delivering
key services. No authority will receive less than an 8.4% increase.

Powys has £1,586 of funding per capita, compared to the Wales average of £1,611
and the year on year change ranks 13th out of all the Unitary Authorities,

Powys collects NNDR (more commonly known as Business Rates) from businesses
within the county. These funds are pooled at a national level and redistributed to
Councils via a formula. Powys receives over £13m more than it collects.

Powys’ Settlement also reflects movements in the factors included in the overall
formula like population projections, pupil numbers and benefit claimant counts. The
key indicators are shown in the table below.

Changes in Key Datasets

2022-23

1 2021-22 2022-23 % 2021-22 o %
Dataset Final Provisional Difference Rank Final Pr0\2|5|on Difference
Total Population 2 132,475 132,538 0.0% 18 3,163,125 3,171,125 0.3%
Pupil Numbers - Nursery and Primary 9,577 9,589 0.1% 6 261,664 260,454 -0.5%
Pupil Numbers - Secondary in year groups 7-11 6,452 6,452 0.0% 21 165,357 168,413 1.8%
Free School Meals - Primary 1,034 1,147 10.9% 3 45270 48,459 7.0%
Free School Meals - Secondary 637 719 12.9% 5 26,400 28,711 8.8%
IS/ JSA/ PC/UC (not in employment) claimants - 18 to 64 1,782 3,139 76.2% 1 90,136 131,795 46.2%
IS/ JSA/ PC claimants - 65+ 4,035 3,827 -5.2% 12 100,207 95,063 -5.1%
IS/ JSA/ PC/UC (not in employment) claimants - all ages 5,837 7,027 20.4% 7 191,132 228,728 19.7%
SDA/DLA/PIP claimants - 18 to 64 4,502 4,570 1.5% 19 142,657 146,859 2.9%

The total number of people living in Powys seen a slight declined over recent years
(see graph below) with the table above showing a very slight increase between 2021-
22 and 2020-23, this may however be due to the change in the data collected which
is now based on the mid-year estimates. The population across Wales has increased
and the change across other authorities has an impact on Powys and the distribution
in funding.

The population trend across Powys is shown in the table below with further decline
expected over the next 18 years to 2039, with the working age population showing the
largest decline.
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Powys Population % of All Wales, By Category
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Powys has seen a continued decline in pupil numbers over the last ten years and
although numbers are stabilising, they are not projected to recover to their former
levels. Even if maintained at their current levels, the increase in numbers elsewhere
in Wales will potentially mean we have less funding in our future settlements.

Welsh Government have provided indicative figures in the settlement for the following
two financial years of 3.5% and 2.4% and have been factored into the FRM £7.3 million
and £5.2 million. For 2025-26 onwards we are assuming 2% increase which equates
to funding equal to approx. £4.4 million.

Specific Grants

In addition to the AEF, Councils also receive specific grants which are accompanied
by specific terms and conditions as to how they can be used. We receive around
£55 million of grant funding next year. These grants can change year on year and
where a grant has been reduced or withdrawn, the Council’s policy is that the service
funded by the grant also reduces or ceases.

Council Tax

Council Tax represents around 30.4% of the Council’s Net Revenue Budget. Powys’
Council Tax contribution is proportionally greater than other Authorities, an authorities’
ability to raise Council Tax is calculated on the Council Tax base and Powys has a
higher Council Tax base than most of the other authorities. The below graph shows
the percentage of each Local Authority’s Standard Spending Assessment covered by
central funding (AEF).
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AEF as a % of each Authority's Standard Spending Assessment (SSA)

85.0%

80.0%

79.7%
80.4%

S
; 2 3 3
75.0% s R o& R
° o = >~
¥ ® = 5 R & o
. s =2 5 33 & F°
=]
70.0% glells 2 & 88 @8 &R
X 5 ® © o g o
v} - 8 4 T O~ 9~
B B B B
65.0% 2 o =
=
w
w
60.0% gg
—
w
55.0%
50.0%
& L \.‘s\& & & 6\9{\ A& S P R R D N ,\'f}\ S‘& QS‘\&
F & & F&F &P S EEE W E @ o
o N Q N G C < S & @ A X Y & ) O A A oD £, S
3 & oF & S I I T S A N
RO & Rl S LN @ %L &3
00\ 0‘\ Q,((\ Q,O ;\(Q Q o bb «é\a NG
e ? e @ & & <
\(\6\\ NS
A

In our financial model (FRM), we are proposing an increase in Council Tax each year
of 5% for future years.

The total Council Tax households will have to pay will be affected by decisions from
public bodies, including Community Councils and the Police Authority. The following
table indicates the additional permanent funding that Council Tax increases ranging
from 1% to 10% would produce.

2022/23
% Change Council Tax 1.00% 2.00% 3.00% 4.00% 5.00% 7.00%  10.00%
£'000 £921  £1,841  £2,762  £3,682  £4,603  £6,444  £9,206

A balance needs to be struck between the ability to raise enough money to fund
important services to the right level and the impact increasing taxation has on the
residents of the County. Average council tax per dwelling in Powys for 2021/22 was
the 3rd highest in Wales, this is particularly sensitive in a county with one of the
lowest average wage levels in Wales. The graph below compares Powys against
Welsh Local Authorities in terms of 2021/22 council tax average cost per dwelling
and the Band D average (these figures include all precepts).
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For 2021-22, the average annual Council tax bill for a Band D property in Powys was
£1,747 (including community council and police precept). This was broadly in line with
the Wales average for Band D properties of £1,709.
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The table below shows the Band D Council Tax level for each of the local authorities
in Wales (excluding all precepts).

Average Band D (Exc Police Precept), By Authority
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