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People first Sustainability
A brighter
future together

We put people at the heart of everything we do.
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Purpose of the Strategy
This Strategy sits alongside the Council Plan for the same period. It sets out our financial 
forecasts over the next five years and how we will manage the funding that we think we will have 
available, to deliver as much as we can, in line with our priorities.

The Strategy has been heavily affected by the impacts of Covid-19. We have had to use some 
of our reserves to fund these impacts e.g. closing leisure centres and suspending garden waste 
collections, and we also have to consider the impact on our costs and income in the future. 
We also face continued uncertainty over our future funding. All of this means that we are likely 
to have less time to react as the financial outlook becomes clearer. 

This Strategy goes hand in hand with the development of our Council Plan, as we can’t promise 
to deliver things that we can’t afford. The detailed projects contained within the Council Plan have 
been incorporated into our forecasts.

Delivering our vision and priorities
Our vision and priorities are set out in detail in our Council Plan.

    Our vision is: We put people first and deliver sustainable services,
    to enable a brighter future together. 

    Our priorities therefore focus on: 

    
      People first                Sustainability               A brighter future together.

Most of the money that the council spends is on delivering statutory services. We will always look 
to deliver these services in line with our priorities. Even as our funding has continued to reduce, 
we have tried to maintain our ability to offer discretionary services that are linked to our priorities. 
Our forecasts are that we will need to further reduce our costs in the future. This will mean that 
difficult decisions may need to be taken. We will make those decisions in line with our priorities.

Some of what we might like to achieve uses up resources (such as money, staff time or energy). 
We will look to be creative in identifying opportunities that deliver our priorities without using up 
resources.

£
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Looking forward 
We would like to use this document to provide a long-term (10 year) overview of our future 
funding, and the risks and opportunities in relation to our spending and income. Unfortunately, 
we are faced with such significant uncertainty in the short to medium term in relation to our 
future funding from Government, Brexit impacts and recovery from Covid-19, that our focus has 
to be on that. That means that this strategy is focused on the next five years, with a particular 
focus on the next two to three years.

Over the last few years, we had taken the opportunity to increase the level of our general fund 
reserves. The plan was that they would be used to soften the impact of expected future funding 
reductions. We have been using these reserves to respond to Covid-19 and expect that this 
need will continue. If our financial recovery from Covid-19 is fairly quick, then some of the 
reserves may still be available for their initial purpose.

This strategy is based on significant uncertainty and as better information becomes available 
then this will be used. The budget that we set in February 2022 will be focused on 2022/23, but 
will also consider the medium-term impact.

Our current budget position
Our budget for this year (2021/22) was set at a meeting of council in February 2021. This also 
set indicative budgets for future years. In June 2021 we reported our end of year position for 
2020/21. This report also detailed spend that had not taken place in 2020/21, that would now 
take place during 2021/22. The numbers below also reflect our forecasts for 2021/22 as reported 
at the end of the first quarter of the year (April to June).

£ millions

General Fund balance at the end of 2020/21 8.87

Minus: How much we plan to spend during 2021/22 (19.36)

Add: Our expected funding during 2021/22 15.14

Add: Other reserves that we plan to use to fund our expenditure * 2.91

Equals: General Fund balance at the end of 2021/22 (start of 2022/23) 7.56

* We can only use our reserves once. The use of reserves in response to Covid-19 is 
  exceptional and cannot form part of a sustainable strategy.
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We also have a Special Reserve which was set-aside for a number of purposes, including the 
delivery of transformation projects and if contract prices go up by a significant amount when they 
are re-let. The balance on this reserve at the end of 2020/21 was £740k. This is being used to 
fund a team that is looking at how technology can be used to automate processes and improve 
the ways that residents can contact us. It is also being used for Covid-19 community support 
grants, 
although the majority of these are now being funded from grant money that we have 
secured. The total expected spend this year is £90k. That will leave a remaining balance of 
£650k. This balance will be transferred into the General Fund in 2022/23.
 
We also have a Business Rates grant reserve. The Government provides businesses with various 
Business Rate reliefs and provide us with funding to cover them. Due to the way that Business 
Rate income is dealt with, we often receive the funding earlier than the actual impact on our ac-
counts, so the funding is put into a reserve until it is needed. In the past we have also gained from 
Business Rate pooling arrangements and have put these gains into the reserve to protect us from 
future risks. The total balance on the reserve as at the end of 2020/21 was £14.35m. 
We know that we will need to use around £10.4m over the three years (2021/22 through to 
2023/24) to cover the Covid-19 impact on Business Rates from 2020/21. We will also use £2.5m 
of the accumulated pooling gains to help balance the budget in 2021/22 and 2022/23. We will 
review the remaining balance as part of the budget-setting process, to see if more can be 
released into our General Fund balance.
 
The following sections consider the significant factors that impact on us setting a budget for the 
next five years, including the assumptions made and the impact of those on setting a balanced 
budget.

Covid-19 impacts 
We made the following assumptions when setting the budget for 2021/22:

  £2m of support to Stevenage Leisure Limited to enable our leisure centres to reopen as 
 Government restrictions were lifted

 We would not receive any payment from Hertfordshire County Council (HCC) in relation
 to the Waste Alternative Financial Model (AFM). The AFM provides a financial reward to
 district councils for encouraging recycling and minimising residual waste. The reward is
 paid a year behind, so the reward we receive in 2021/22 will be based on performance in 
 2020/21. That performance was hugely impacted by Covid-19 and more people staying
 at home.

 We increased the minimum General Fund balance by £0.5m to reflect the expected (but
 unknown) risk to other areas of our budget. This includes the cost of homelessness 
 provision, income from parking, the net cost of disposing of recyclable materials, income
 from trade waste and income from bookings and events at Hitchin Town Hall.

 We assumed that the number of residents eligible for the Council Tax Reduction Scheme 
 would continue to be high and offset any growth in the overall number of properties. 
 Previously we had assumed at least 1% per year growth in the number of properties in 
 the district, and a net 1% increase in Council Tax income.
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Our income levels have started to improve as lockdown restrictions have eased. In July 2021, 
car parking income was up to about 80% of the level in 2019/20 and Stevenage Leisure 
Limited have seen increases in gym and swimming lesson memberships. And while events are 
now taking place at Hitchin Town Hall, the speed and extent of recovery is very uncertain. 
The recovery in these areas is only likely to continue if there are no further periods of 
restrictions. They may also never return to pre-pandemic levels.

For those areas of spend and income that have a more direct link to economic recovery and 
changes to the way business operates (e.g. trade waste, homeless provision and car park 
season tickets) there is even more uncertainty.

The net cost of disposing of recyclable materials is also very uncertain. This is dependent on 
global markets and even before the pandemic these could be very volatile.

The receipt of AFM payments will depend on general changes in waste volumes (e.g. a general 
move to working from home may mean an ongoing increase in household waste) and how much 
of it our residents recycle. We will assume a gradual transition back to pre-pandemic levels.

It would not be sensible to try and forecast future year impacts for individual budgets, but it does 
seem prudent to set an overall provision for recovery across the next two years (in 2022/23 and 
2023/24). This will be instead of increasing the level of the minimum General Fund balance. 
The basis for setting the provision in each year is set out below.

Type of 
spend / income

Normal 
budget 
(£m)

Basis of 
provision for 
2022/23

Amount of 
provision 
in 2022/23 
(£m)

Basis of 
provision for 
2023/24

Amount of 
provision 
in 2023/24 
(£m)

Leisure centre 
management fee 
income

0.82 25% of 
management 
fee

0.21 10% of 
management 
fee

0.08

Pay as you use 
parking income

2.02 5% of annual 
income

0.10 2.5% of 
annual income

0.05

Hitchin Town Hall 0.23 20% of annual 
income

0.05 10% of annual 
income

0.02

Trade waste 
income

1.01 10% of annual 
income

0.10 5% of annual 
income

0.05

Homeless costs 0.08 100% increase 0.08 50% increase 0.04

Car park 
season tickets

0.32 20% of annual 
income

0.06 10% of annual 
income

0.03

Recyclable 
materials

0.29 100% increase 0.29 50% increase 0.15

AFM income 0.42 50% of annual 
income

0.21 25% of annual 
income

0.10

1.10 0.52
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The number of our residents that continue to be eligible for the Council Tax Reduction Scheme 
is likely to be linked to the general economic recovery. There could be a further increase in 
eligibility when the furlough scheme comes to an end. There will also be an increase if there 
are further periods of restrictions. The Council Tax Base is also affected by the building of new 
properties. On the assumption that the Local Plan is adopted during 2021/22, that should start 
to have an impact on the number of properties being built. For budget planning purposes, the 
previous assumption (of zero tax base growth over five years) will be revised upwards to 0.5% 
growth per year from 2023/24.

Salary costs
The pay claim for council staff for 2021/22 is still outstanding. The final offer from the employers 
is being considered by the Unions and is due to be voted on by Union members. The amounts 
offered are 2.75% for grade 1, 1.5% for Grades 13 upwards (Service Directors and Managing 
Director) and 1.75% for all other grades. The average increase of this offer across our staff is 
around 1.7%. If this pay claim is agreed then it will just be for one year. We increased our 
assumptions around future pay increases (from 2% to 2.75%) last year to reflect the 
Government push to increase the National Living Wage. There are two reasons to change this 
assumption back down, (1) the Government policy direction seems likely to change in light 
of general economic conditions and the pay increases that Government are offering, and (2) 
increases in the grades affected by Living Wage changes can be achieved without offering the 
same increase to all grades. We are therefore assuming a 2% inflationary pay increase for each 
year from 2022/23. We will also continue to make a separate estimate relating to our staff 
eligible for incremental increases in their pay.

As the allowances above reflect national pay bargaining, they have no impact on our pay 
compared with other councils. This means that where we have posts that are difficult to recruit 
to, this position is unlikely to improve in terms of salary. However we will continue to promote the 
other advantages of working for us. We could carry out a more fundamental review of our pay 
scales, but is likely to be a very significant cost and the actual impact on being able to recruit 
would still be uncertain. 

Our employees are eligible to join the Local Government Pension Scheme (LGPS), which is a 
defined benefit scheme. We make annual contributions to the scheme based on a percentage of 
payroll costs and a lump sum. The lump sum is to cover past service costs. Our budget assumes 
that the percentage rates will remain unchanged and the lump sum will increase with inflation. 
This may need to change after the next actuarial review, which will be undertaken in 2022/23 
and the outcome will determine annual contributions for the following three financial years 
(2023/24 – 2025/26).
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Waste costs
Prior to Covid-19, HCC had already informed us of planned reductions in the pot of money 
that would be available to be distributed as part of the AFM. The impact of this reduction has 
been built into the budget. There is a risk that HCC will seek to make further reductions to this 
payment.

The Government has consulted on a series of proposals in relation to waste collection. 
These include:

 Introducing consistent waste collections across all areas of the country (e.g. same 
 materials in the same types of bins) and stopping councils charging for garden 
 waste collections.

 Introduction of a Deposit Return Scheme, which would have an impact on what we
 collect at the kerbside. It is likely to mean that  higher value recycling materials would be
 taken to deposit return locations, leaving us to collect the remainder. This would affect
 the net costs of disposal for recycling materials.

 Extended Producer Responsibility- this places the financial burden for waste on those   
 that are producing it at source. 

It is not yet known which of the above will be adopted, if any. Where they are adopted, we 
should expect to receive New Burdens Funding, but we don’t know how this will be calculated 
and allocated.

A number of the factors described above and in the Covid-19 impact section (e.g. waste 
volumes, types and frequencies of collections) are likely to affect the cost of the waste contract 
when it is due for renewal in May 2025.

As there are so many uncertainties (both in terms of costs and funding) we have not 
assumed any specific financial impact at this stage. But we will have to review this as more 
information becomes available and have to consider that the impact could be significant.

As there may be a change to what we can charge for garden waste, we will retain the annual 
charges at their current levels. We will also continue to offer a discount for our residents who are 
on lower incomes.

Car parking income
To support our town centres during the pandemic we chose not to increase parking charges 
in 2020/21. We also delayed the increase in 2021/22 to October 2021. This will be a double 
increase to cover both years.

In line with declaring a climate emergency we will continue to increase car parking charges by 
2%, to encourage alternative forms of transport.

We will gradually move the month when car parking charges are increased to bring it back to the 
start of the summer. In 2022/23 the increase will be applied from September, August in 2023/24, 
July in 2024/25 and June from 2025/26 onwards.
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As well as setting out our vision and priorities for 2022-27, our Council Plan details some of the 
projects that will contribute towards delivering those priorities.

The table below shows the status of each of these in terms of resources.

Project Resources

Charnwood House refurbishment Level of any capital contribution unknown, to 
be added to budget if required

Royston Town Hall Annex Potential to generate a capital receipt or 
income, not included in budget forecasts yet

Town centre strategies Funding sources identified, including using 
specific reserves

Interactive playground equipment Within existing capital budget forecasts

New Green Space Management Strategy Expected to deliver cost savings, to contribute 
towards 2022/23 savings target

Leisure centre refurbishments Within existing capital budget forecasts

Solar thermal technology at Royston 
Leisure Centre

Within existing capital budget forecasts

Sustainable recycling and waste service See comments in Waste costs section. 
Uncertain financial impact at the moment so 
not factored in to the budget

New website In progress and resources identified

Online customer portal In progress and resources identified

Enabling cash payments at 
convenient locations

In progress and resources identified

Community engagement Ongoing work to be delivered from existing 
resources
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Future funding from Government
Our funding is controlled by the Government in the following ways:

 
 If we want to increase our Council Tax by more than a certain amount, then we must  
 hold a referendum. Government set this limit each year and in recent years it has
 been the greater of 1.99% or £5 on a band D property (with the other bands 
 increased in proportion).

 They set how much we can retain of the Business Rates that we collect.

 They determine how funding from New Homes Scheme works. This is a reward to  
 councils for encouraging the building of new homes.

     They can allocate other general funding and grants.

 

There was supposed to be a significant change to the way that we and other local authorities 
were funded. This would have included a new funding formula and a change to how much of 
the Business Rates that we collect we could retain. It is now expected that the earliest that 
this change will be introduced is 2023/24.

We had been told that in 2019/20 our funding from Business Rates would be cut by over 
£1m. This had become known as negative RSG (Revenue Support Grant). This cut in 
funding has not yet taken place. When a new funding formula is introduced, we are working 
on the assumption that it will be broadly in line with the formula that determined we should 
have a negative RSG imposed upon us.

We currently provide our Parish, Town and Community Councils with a total of £39k, in 
addition to what they raise through their precepts. This was initially linked to the localisation 
of Council Tax support (CTRS). Our policy has been that this support should 
reduce in line with the funding that we receive from Government. The amount that each 
council receives is very small and could be covered by a small increase in their precept.

There has been a consultation on the New Homes Scheme, which made several proposals 
on how it might be changed in future years. There has not yet been any indication of what 
might be adopted.
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For 2022/23, the forecast is made on the following assumptions:

 Negative RSG will not be applied.

 We will receive New Homes Bonus funding of £131k. This is based on previous 
 estimates of what we would receive as the old scheme is withdrawn.

 

For 2023/24 onwards, these assumptions are used:

 Negative RSG (or the equivalent of) will be applied.

 When Negative RSG is applied, we will cease to provide funding to Parish, Town and 
 Community Councils relating to Council Tax support. 

 A replacement New Homes Bonus Scheme will be introduced. On the assumption
 that the Local Plan will be adopted and that we will see more significant housing 
 growth, we estimate that this will generate rewards of at least £150k per year 
 from 2024/25.

 There is the potential that we will also be able to gain from the Business Rates that
 we collect being above whatever baseline level is set. However, at this stage, this is 
 not included in the forecasts.

Council Tax
As detailed previously we will assume that our Council Tax base will grow by a net 0.5% per 
year from 2023/24. The actual growth is expected to be higher, but some of the additional 
income will be needed to provide services to new properties (e.g. waste collection).

We are assuming that the Government will continue to allow Council Tax increases by up 
to the higher 2% or £5 for a band D property (with the other bands increased in proportion), 
without the need for a local referendum. In calculating the funding that is available, the 
Government assumes that councils will increase their Council Tax by the maximum 
available. To do as much as we can to maintain our service provision we will increase our 
Council Tax by the maximum possible, without the need for a referendum. For a band D 
property this increase will be around £5 per year, or 10p per week.
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Our reserves
We are required to make sure that we have a certain level of reserves when we set our 
budget. This is to provide protection against known and unknown risks. This includes us 
being able to react to changes in demand and any emergencies that may arise. 
Our allowance of known risks is based on estimating the monetary impact of an event 
happening and applying a percentage to this, based on the likelihood of it happening (high, 
medium or low). Our allowance for unknown risks is based on 5% of net expenditure and 3% 
of budgeted income (excluding Housing Benefit). For 2021/22 this gave a minimum balance 
of £3.35m. In 2021/22 we further increased this by £0.5m to reflect the ongoing risks in 
relation to Covid-19. As detailed previously we have changed the ways that we will reflect 
these Covid-19 risks in 2022/23 and 2023/24.

We are forecasting that our General Fund reserves at the start of 2022/23 will be £8.57m. 
We expect that we will need to use some of these reserves in recovering from Covid-19 and 
in adjusting to new funding levels. In planning our future budgets we need to make sure that 
we stay above the minimum General Fund level.

Our future forecasts and savings required
Based on all the assumptions detailed in the previous sections (and the additional 
assumptions detailed in Annex A), we are forecasting the following budget position over the 
next five years.

* These are the additional savings that need to be delivered in each year. Over the five year 
period the cumulative annual savings that will be required are £1.8 million.

£ millions 2022/23 2023/24 2024/25 2025/26 2026/27

General Fund balance at the start of 
the year

7.56 7.10 5.36 4.53 4.21

Minus: How much we plan to spend 
during the year on existing services

(15.96) (16.18) (16.39) (16.29) (16.26)

Minus: Provision for additional 
Covid-19 costs

(1.10) (0.52) 0 0 0

Add: Our expected funding during 
the year

15.21 14.46 14.86 15.22 15.59

Add: Other reserves that we plan to 
use to fund our expenditure

1.19 0 0 0 0

Add: Additional net savings that we 
need to deliver *

0.20 0.40 0.40 0.40 0.40

Equals: General Fund balance at the 
end of the year

7.10 5.36 4.53  4.21 4.19
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Addressing our funding gap
The previous table shows savings that we need to deliver to achieve a balanced budget 
by 2026/27. That means by that year our funding will equal our expenditure. Savings could 
mean any of the following:

 Being able to deliver our existing services at a lower cost. The use of technology and 
 automation may enable us to do this in some areas. But generally the savings that we
 have already delivered across a number of years have been through efficiencies, 
 meaning that there are few opportunities left.

 Being able to generate additional income from services that we are able to charge for, 
 minus any costs in providing that additional level of service.

 Being able to generate income from commercial activities. The opportunities to do this are 
 limited by economic conditions. We also need to make sure that these activities are in line
 with our priorities.

 Reducing the level of services that we provide, or no longer providing services that we are
 not statutorily required to provide. Whilst we would always want to avoid this, we have to
 consider the overall sustainability of the council.

They are also shown as net savings. This means that there is some scope for adding in new 
costs to meet our priorities, but this needs to be offset by increases in the savings that we 
deliver.

As we are forecasting that we will need to address a significant budget shortfall, we have set 
up a budget challenge process. Through this process we aim to:

  Review all the council’s budgets to understand what they deliver and how they align to 
 the council’s priorities.

 Review opportunities for making savings on those budgets, when those savings could be 
 achieved and the implications of making those savings.

 When there is greater clarity over our future funding, devise a list of savings to
 consult with our residents and other stakeholders on. Before then we will continue to
 deliver savings when there is a time constraint on when they can be delivered 
 (e.g. contract renewal) or when we don’t think there will be a significant impact on the
 services that we offer.

 Use the feedback to set an action plan for what savings will be taken forward and 
 monitor the delivery of those savings.

 Receive regular updates on future budget and funding forecasts and take more urgent 
 action if it is clear that there is a risk to our financial sustainability.
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Capital budgets
We are currently able to fund our capital expenditure (spend on assets that have a useful life 
of more than one year) from our capital reserves. This means that the revenue cost of our 
capital investments is minimal. Over the next five years we may run out of capital reserves 
and will need to borrow to fund our capital spend. That will add to our revenue costs as we 
will have to fund borrowing charges and Minimum Revenue Provision. Therefore all 
discretionary capital spend will be assessed on the assumption that funding costs will 
be incurred. 

We are also aware that there is significant inflation on construction and material costs at 
the moment. As this might continue for some time, the potential for cost increases will be 
assessed when considering options for new capital spend.

ANNEX 1: Other budget assumptions 
 Investment income is based on cashflow projections and a 0.1% return. This is 

 significantly affected by the timing of expenditure in the capital programme.

 Contract inflation in accordance with the individual contract terms.

 No allowance is made for general inflation on remaining expenditure. Although after 
 allowing for salary and contractual inflation, the remaining amount is insignificant.

 Discretionary fees and charges income will be increased by CPI (Consumer Price 
 Index) in September, plus 2%. This will be where it is legally possible and subject to a
 market impact assessment. This excludes parking (which is assumed to increase at 2%)
 and garden waste (no increase).

 An assumed 99% collection rate for the purposes of calculating the Council Tax base.

 An assumed 97% collection rate for Business Rates.

 Any future changes to the local Council Tax Reduction Scheme will aim to have a cost
 neutral impact.

 A vacancy factor set at approximately 2.5% of salary budget to yield in the region of
 £300k is included in the base budget in each year. 

 The council will not subsidise areas which are the responsibility of another precepting
 body other than through a one-off match-funding arrangement where this is in the 
 interests of the local council taxpayers.

 The potential impacts of Brexit are not reflected. The impacts of Covid-19 are only 
 reflected to the extent mentioned.

 All assumptions are subject to further refinement during the budget process as more 
 certain information becomes available.


