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REPORT OF THE PORTFOLIO HOLDER FOR FINANCE AND GOVERNANCE

A.3 GENERAL FUND FINANCIAL FORECAST AND PROPOSED BUDGET 2026/27

PART 1 – KEY INFORMATION  

PURPOSE OF THE REPORT
To enable Cabinet to consider the latest financial forecast and budget proposals for 2026/27 
for consultation with the Resources and Services Overview and Scrutiny Committee.  

EXECUTIVE SUMMARY
The financial position of Tendring District Council remains sound and the proposed budget 
assesses how the Council can successfully address future key cost pressures. We await the 
full financial implications of the Government’s Fairer Funding Settlement and the changing 
approach to business rates retention system, which will have an impact on the Council’s final 
position. Therefore, the forecast to date reflects the identification of key cost pressures which 
need to be addressed in this report; however, when the final budget position is confirmed further 
opportunities for funding priorities and cost pressures will be determined. The budget proposals 
outlined in this report present a two-year approach and sits with the revised key priorities to 
2028 and the associated business plans and together form an holistic approach to our two-year 
window leading up to 1 April 2028 (Potential vesting day for the new Unitary authority should 
Local Government Reorganisation (LGR) proceed on the Government’s current timetable for 
Greater Essex). In additional to this introductory summary, some additional background, key 
points and details are set out as follows: 

 As set out in the financial performance report considered by Cabinet at its meeting on 
14 November 2025, the previous financial forecast was considered and agreed by Full 
Council on 11 February 2025, which was set against the context of the longer-term 
forecast up to and including 2033/34. 

 As also highlighted during the meeting referred to above, the cost of the new waste 
contract presented a significant financial challenge and when taken into account with the 
potential impact of LGR, which has emerged / evolved since the last forecast was 
considered, it presents an important financial ‘cross roads’ that sets the financial context 
over the next two years, which could be the Council’s last two budget ‘cycles’ ahead of 
a successor Unitary Council being established and in place from 1 April 2028.  

 With the above in mind, it was acknowledged that there was an underlying and critical 
need to revisit / revise the Council’s financial plans over the next two years and that 
Portfolio Holders and Officers will be undertaking a number of activities to enable the 
necessary detailed information and a funded two year financial plan (2026/27 and 
2027/28) to be presented to Cabinet.  

 It was recognised that such an approach would enable the Council to bring together a 
number of potential risks and opportunities that can be considered collectively and would 
place the Council in a strong position to support the continued protection of front line 



services, timely investment in other priorities, alongside meeting any emerging statutory 
obligations relating to the incoming new Unitary Council from as early as April 2028.  

 The above includes the identification of savings and responding to cost pressure and 
investment priorities. Although a significant amount of work has been completed to date, 
activities remain on-going that will culminate in final budget proposals being presented 
to Full Council in February 2026. 

 Based on the above approach, the forecast has therefore been updated covering a 
shorter period of two years, along with a review of savings, efficiencies and cost 
pressures as set out in the respective appendices.  

 A key element of the proposed two-year plan is bringing together a number of one-off 
existing budgets / reserves to be held in two Corporate Investment funds (one revenue 
and one capital). Further details are set out within Appendix C.  

 The revised forecast is set out within Appendix E, which includes all of the elements 
highlighted above and presents a position that can be prudently funded / supported by 
the Forecast Risk fund over the two-year plan.  

 The forecast includes a Council Tax increase of 2.99%. This is the maximum permitted 
amount without having to hold a referendum, and reflects the commitment made by the 
Government in its recent announcements.  

 The forecast remains subject to being updated in readiness for reporting to Cabinet in 
January 2026, which will need to take into account the multi-year Local Government 
Finance Settlement announced by the Government along with additional cost pressure 
items as necessary. 

 In terms of the Local Government Finance Settlement, a number of fairly complex 
changes are proposed that seek to address the inherent complexity within historic 
settlements. Such changes include the impact of the Government’s business rates ‘reset’ 
and the merging of various existing Government funding ‘pots’.  

 An annual review of reserves has also been undertaken, which highlights the need to 
continue to maintain a number of reserves to support key actions / activities as part of 
the Council’s overall prudent and sustainable approach to managing its finances, but 
also enables a limited number of reserves to be ‘released’ to support the proposed two 
year ‘work programme’ approach.  

 The work that has been undertaken to date is captured across the various appendices 
to this report and together with the commentary set out below, a timely and 
comprehensive position is presented against which the necessary consultation with the 
Resources and Services Overview and Scrutiny Committee can be undertaken.   

 This report also provides a timely opportunity to consider / accept funding of £210,298
that has been made available through Sport England’s Place Partnerships programme, 
to complete priority actions from the Council’s approved Sport and Activity Strategy. This 
allocation forms part of a broader funding package totalling £814,798, with various 
partners serving as delivery agents and further details are set out later on in this report. 



RECOMMENDATION(S)
It is recommended that Cabinet:  

a) approves the updated Financial Forecast and proposed budget position for 2026/27 
as set out in this report and Appendices;  

b) requests the Resources and Services Overview and Scrutiny Committee’s comments 
on this latest financial forecast and proposed position for 2026/27, as required by the 
Council’s Budget and Policy Framework Procedure Rules; and 

c) accepts funding of £210,298 from Sport England’s Place Partnerships Programme, 
and requests Officers to bring forward a separate report as part of the associated 
actions necessary to proceed with the projects.   

REASON(S) FOR THE RECOMMENDATION(S)
To set out the latest financial forecast as part of the process of developing the budget proposals 
for 2026/27 for consultation.  

ALTERNATIVE OPTIONS CONSIDERED
This is broadly covered in the main body of this report. 

PART 2 – IMPLICATIONS OF THE DECISION 

DELIVERING PRIORITIES
At its meeting on 14 November 2025, Cabinet approved a re-alignment of the highlight priorities 
for the Council for the period until new Unitary Authorities take on local government services in 
Greater Essex. Work remains on-going alongside the development of the two-year work 
programme / plan, with any impact being considered within the emerging forecast / budget over 
the period of the budget cycle, for inclusion in the final budget proposals that will be presented 
to Full Council in February 2026 as necessary.  

The Council, as part of Greater Essex, remains on the Government’s Devolution Priority 
Programme and therefore is responding in preparation for Local Government Reorganisation 
on the Government’s current timetable 

OUTCOME OF CONSULTATION AND ENGAGEMENT
Internal consultation is carried out via the Council’s approach to developing the budget as set 
out within the Constitution. External consultation also forms part of developing the budget and 
is carried out early in the year as part of finalising the position for reporting to Full Council in 
February. 

LEGAL REQUIREMENTS (including legislation & constitutional powers)
Is the 
recommendation 
a Key Decision 
(see the criteria 
stated here) 

Yes If Yes, indicate which 
by which criteria it is 
a Key Decision 

⧠  Significant effect on two or 
more wards 

X  Involves £100,000 
expenditure/income 

⧠  Is otherwise significant for the 
service budget



And when was the 
proposed decision 
published in the 
Notice of forthcoming 
decisions for the 
Council (must be 28 
days at the latest 
prior to the meeting 
date)

This item has been included within 
the Forward Plan for a period in 
excess of 28 days. 

The arrangements for setting and agreeing a budget and for the setting and collection of council 
tax are defined in the Local Government Finance Act 1992. The previous legislation defining 
the arrangements for charging, collecting and pooling of Business Rates was contained within 
the Local Government Finance Act 1988. These were amended as appropriate to reflect the 
introduction of the Local Government Finance Act 2012. 

The Local Government Finance Act 2012 provided the legislative framework for the introduction 
of the Rates Retention Scheme and the Localisation of Council Tax Support. 

The Calculation of Council Tax Base Regulations 2012 set out arrangements for calculation of 
the council tax base following implementation of the Local Council Tax Support Scheme. These 
arrangements mean that there are lower tax bases for the district council, major preceptors and 
town and parish councils.  

The Localism Act 2012 introduced legislation providing the right of veto for residents on 
excessive council tax increases. 

Under Section 25 of the Local Government Act 2003, the Chief Finance Officer (S151 Officer) 
must report to Council, as part of the budget process, on the robustness of estimates and 
adequacy of reserves. The proposed approach can deliver this requirement if actively managed 
and will be an issue that remains ‘live’ over the course of the forecast period and will be revisited 
in future reports to members as the budget develops. 

In addition to the above, further amending legislation has been introduced since the Local 
Government Finance Act 1992 that relates to the setting of council tax premiums and discounts, 
with the latest being the Levelling Up and Regeneration Act 2023. 

The Local Authorities (Capital Finance and Accounting) (England) (Amendment) Regulations 
2003 set out the requirements of a Minimum Revenue Provision (MRP) Policy Statement which 
must be approved by Council each year. In calculating a prudent MRP provision, local 
authorities are required to have regard to guidance issued by the Secretary of State. The latest 
guidance, issued under section 21(1A) of the Local Government Act 2003, is applicable from 1 
April 2025 which the proposed MRP policy reflects. 

In respect of special expenses that form part of the budget setting process, expenditure is 
classed as a Special Expense if it satisfies the requirements of the Local Government Finance 
Act 1992, Section 35. The only category relevant to this Council is contained within Section 
35(2)(d) relating to concurrent functions with Parish and Town Councils. Under the Local 
Government Finance Act 1992, the Council must identify as its Special Expense, proposed 
expenditure on those functions which the Council performs in part of the district, but which 
Parish or Town Councils perform elsewhere in the district. If, in the Council’s view, a special 



expense should properly be charged over the whole of the district’s area, the Council may pass 
an express resolution to this effect (known as a contrary resolution). 

In order for expenditure to be a Special Expense, there are two conditions that must be fulfilled:

1. Expenditure is estimated to be incurred by the District Council in the whole or part of its 
area on the provision of a function; 

2. Expenditure on the provision of the same function is to be incurred by at least one 
parish/town council elsewhere in the district. 

The proposals set out in this report are in accordance with the Council’s Budget and Policy 
Framework Procedure Rules as set out in Part 5 of the Council’s Constitution. 

The Council is also under a broader Best Value Duty that relates to the statutory requirement 
for local authorities and other public bodies defined as best value authorities in Part 1 of the 
Local Government Act 1999 (“the 1999 Act”) to “make arrangements to secure continuous 
improvement in the way in which its functions are exercised, having regard to a combination of 
economy, efficiency and effectiveness”.  In practice, this covers issues such as how authorities 
exercise their functions to deliver a balanced budget (Part 1 of the Local Government Finance 
Act 1992), provide statutory services and secure value for money in all spending decisions.   

Best value authorities must demonstrate good governance, including a positive organisational 
culture, across all their functions and effective risk management.  They are also required, 
pursuant to section 3 of the 1999 Act, to consult on the purpose of deciding how to fulfil the 
Best Value Duty.   

The Government have published revised Statutory Guidance on the Best Value Duty of Local 
Authorities in England under section 26 of the 1999 Act, which best value authorities are 
required to have regard to.  To provide greater clarity to the sector on how to fulfil the Best 
Value Duty, the statutory guidance sets out seven overlapping themes of good practice for 
running an authority that meets and delivers best value.  These seven best value themes build 
on the lessons learned from past interventions and reflect what most local authorities already 
do or are striving to achieve. A detailed description of these themes, including characteristics 
of a well-functioning local authority and indicators used to identify challenges that could indicate 
failure, is set out within the revised guidance and financial management and sustainability is a 
reoccurring expectation throughout the themes and indicators. These reports along with how 
the Council responds to new or developing issues remains an important element of 
demonstrating these key requirements.  

The Council is legally required to calculate a Council Tax requirement each financial year. 
Within this framework is the requirement to monitor and report accordingly on the financial 
position of the authority against this requirement. 

The position set out in this report and the actions proposed are within the Council’s powers and 
reflect the statutory requirements and responsibilities of the Council, including the preparation 
of its medium-term financial plans and associated budget and setting of the council tax. 

A number of obligations will be placed on the Council and its Statutory Officers as part of the 
Government’s on-going Local Government Reorganisation reforms for Greater Essex. These 
are anticipated to be based on emerging legislation such as the Structural Changes Order 



(SCO) and existing legislation such as S24 of the Local Government and Public Involvement in 
Health Act 2007, which will include new statutory duties on existing authorities being abolished 
by the orders, which will include the control of disposals, contracts and reserves. In practice, 
they are complementary and cover the abolition of the existing local government areas, wind 
up and dissolve the existing county and district councils, transfer district and county council 
functions, establish one or more new local government areas and unitary authority(ies) and 
providing for the names of each. As highlighted elsewhere within this report, there will be a 
number of related key financial considerations that will remain under review during the period 
of the proposed two-year plan. As LGR for Greater Essex proceeds further, information on 
these requirements for Tendring District Council will be included within future reports.  

Yes The Monitoring Officer confirms they have been made aware of the above and any 
additional comments from them are below:  

The Process for Developing the Budget is set out within the Budget and Policy Framework 
Procedure Rules, Part 5.14 to 5.16 of the Constitution, which includes the consultation process 
of the draft Financial Strategy / Forecast setting out the basis on which the budget proposals 
are intended to be formulated, with the Overview and Scrutiny Committee.  Cabinet will have 
regard to the response received from the Overview and Scrutiny Committee. 

Attention is drawn to the on-going reference to the Council’s Best Value Statutory Duty and 
published guidance, as set out within the legal requirements section above, along with 
highlighting that additional decision making will need to be considered as necessary in respect 
delivering actions supported by the Council’s agreed budget each year.  

Tendring District Council, as part of Greater Essex is included within the Government’s 
Devolution Priority Programme and is facing LGR, as referenced throughout the report.  The 
Councils must continue to deliver essential services and statutory duties such as those relating 
to the Best Value Duty and setting a balanced budget remain unchanged.  However, 
Government is publishing guidance to Councils on the programme setting out its expectations 
on a number of governance related issues.  It is essential that the Council considers this 
guidance when making decisions regarding ongoing service delivery and the medium-term 
financial strategy of existing councils do not compromise the future sustainability of new 
councils.  Statutory Officers will bring this guidance to the attention of decision makers. 

The Government published “Financial decisions before local government reorganisation” 
in July 2025, which states:

“it is essential that all involved are cognisant that decisions taken now by existing councils could 
fetter the future decisions of new councils and act accordingly. 

Examples of those decisions include but are not limited to the sale and purchase of significant 
assets, transfer of local assets, entering into new contracts for service delivery including IT 
procurement, major organisational restructures and changes to staff terms and conditions, 
establishing companies, undertaking job evaluation, permanent appointments to senior 
positions, changes to unplanned borrowing and the spending of reserves, and major changes 
to arrangements such as the local council tax support scheme and council tax exemption 
scheme.” 

“the government expects councillors and statutory officers to be mindful of their responsibilities. 
Councils should maintain strong accounting and governance disciplines, prepare their accounts 
on a timely basis, and work closely with their auditors to rebuild assurance where accounts 



have been disclaimed and to ensure that all assets, liabilities and key risks are correctly 
identified and reported.  We expect all councils in an area to work together in sharing 
information and making decisions that are in the best interests of the whole area”. 

FINANCE AND OTHER RESOURCE IMPLICATIONS
The financial implications are set out in the body of the report. 

Although the availability of financial resources is a key component in the delivery of services 
there will also need to be appropriate input of other resources such as staffing, assets and IT. 

The proposed approach to the forecast that is set out in this report will form part of discussions 
with the Council’s External Auditor, as part of their overall value for money review of the Council.  
No major concerns have been raised to date, but they will continue to undertake their own 
independent and detailed annual review as part of their commentary on the Council’s use of 
resources, which will be presented to the Council as part of the outcome of their wider external 
audit activities.  

Yes The Section 151 Officer confirms they have been made aware of the above and any 
additional comments from them are below:  

The Section 151 Officer is the author of this report.

USE OF RESOURCES AND VALUE FOR MONEY
The following are submitted in respect of the indicated use of resources and value for money 
indicators:
A)    Financial sustainability: how the body 
plans and manages its resources to ensure it 
can continue to deliver its services;

This is addressed in the body of the report as 
necessary. 

In terms of the most recent Value for Money 
review undertaken by the Council’s External 
Auditor, their Interim Report was presented to 
the Council’s Audit Committee on 25 
September 2025. Although subject to change 
as part of finalising their on-going work, at that 
time they confirmed that there were no 
significant risks associated with the Council’s 
value for money arrangements across the 3 key 
areas of their review.  

B)    Governance: how the body ensures that 
it makes informed decisions and properly 
manages its risks;
C)    Improving economy, efficiency and 
effectiveness: how the body uses information 
about its costs and   performance to improve 
the way it manages and delivers its services. 

MILESTONES AND DELIVERY
This report forms part of the Council’s wider budget setting processes. Additional update reports 
will therefore be presented to Cabinet in January as part of developing the detailed estimates 
that will be presented to Full Council in February 2026. 

ASSOCIATED RISKS AND MITIGATION
There are significant risks associated with forecasting such as cost pressures, inflation and 
changes to other assumptions that form part of the financial planning process. The Council’s 
response is set out in the body of this report and will continue to be addressed as part of future 
financial update reports. 



As highlighted elsewhere in this report and given the relative certainty introduced via the 
Government’s multi-year financial settlement, the proposed two-year plan aims to bring a 
number of issues / funding ‘pots’ together alongside a number of cost pressures, including those 
associated with the delivery of priorities. This approach is further supported by the Forecast 
Risk fund to enable a fully funded budget over the next two years as well as acknowledging 
statutory responsibilities to a successor Unitary Council from as early as 1 April 2028.   

It is also important to note that the Council still maintains reserves to respond to risks in the 
forecast such as £1.758m (NDR Resilience Reserve) alongside the uncommitted reserves 
totalling £4.000m, which reflects a best practice / risk-based approach to support its core 
financial position.  

The overall approach highlighted above remains under on-going review as part of developing 
the forecast, with further updates planned to be presented to Cabinet in January 2026.  

EQUALITY IMPLICATIONS
There are no direct implications that significantly impact on the financial forecast at this stage. 
However, the ability of the Council to appropriately address such issues will be strongly linked 
to its ability to fund relevant schemes and projects and determination of the breadth and 
standard of service delivery to enable a balanced budget to be agreed. 

An impact assessment will be undertaken as part of any separate budget decisions such as 
those that will be required to deliver savings as necessary. 

Special expenses are based on the principle of ensuring there is equality across the district in 
levying council tax to residents based on services and facilities provided by Town and Parish 
Councils in specific areas that are also provided by the District Council.  

SOCIAL VALUE CONSIDERATIONS 
There are no direct implications that significantly impact on the financial forecast at this stage. 

However, such issue will be considered as part of separate elements of developing the budget 
as necessary. 

IMPLICATIONS RELATED TO DEVOLUTION AND / OR LOCAL GOVERNMENT 
REORGANISATION
As set out earlier in the year and elsewhere within this report, the Council’s financial position 
needs to be considered within an interim period before new / successor Unitary Councils are 
established from the current expected date of 1 April 2028. The implications and impacts are 
set out elsewhere within this report and will continue to be reviewed on an on-going basis over 
the forecast period. Statutory Officers continue to review guidance published by the 
Government for those Councils on the Devolution / LGR Priority Programme.  Where this 
specifically relates to governance matters impacting decision making, Government’s 
expectations and the Council’s responsibilities will be highlighted within advice and reports.   

IMPLICATIONS FOR THE COUNCIL’S AIM TO BE NET ZERO BY 2050
There are no direct implications that significantly impact on the financial forecast at this stage. 

However, such issue will be considered as part of separate elements of developing the budget 
as necessary. 



OTHER RELEVANT CONSIDERATIONS OR IMPLICATIONS
Consideration has been given to the implications of the proposed decision in respect of 
the following and any significant issues are set out below. 

Crime and Disorder Please see comments above 
Health Inequalities
Area or Ward affected 

PART 3 – SUPPORTING INFORMATION 

FINANCIAL FORECAST FROM 2026/27
As set out in the financial performance report considered by Cabinet at its meeting on 14 
November 2025, the detailed budget for 2025/26, which was based on the most up to date 
financial forecast at that time, was considered and agreed by Full Council on 11 February 2025. 
In terms of the formulation of the budget for 2025/26, it was set against the context of the 
longer-term forecast up to and including 2033/34. 

As also highlighted during Cabinet’s meeting referred to above, the cost of the new waste 
contract presented a significant financial challenge and when taken into account with the 
potential impact of Local Government Reorganisation, which has emerged / evolved since the 
last forecast was considered, it presents an important financial ‘cross roads’ that sets the 
financial context over the next two years, which could be the Council’s last two budget ‘cycles’ 
ahead of a successor Unitary Council being established and in place from 1 April 2028.  

With the above in mind, it was acknowledged that there was an underlying and critical need to 
revisit / revise the Council’s financial plans over the next two years and that Portfolio Holders 
and Officers will be undertaking a number of activities to enable the necessary detailed 
information and a funded two year financial plan (2026/27 and 2027/28) to be presented to 
Cabinet. It was recognised that such an approach would enable the Council to bring together 
a number of potential risks and opportunities that can be considered collectively and would 
place the Council in a strong position to support the continued protection of front line services, 
timely investment in other priorities alongside meeting any emerging statutory obligations 
relating to the incoming new Unitary Council. This work will include the identification of savings 
and responding to cost pressure and investment priorities. Although a significant amount of 
work has been completed to date, activities remain on-going that will culminate in final budget 
proposals being presented to Full Council February.  

The work that has been undertaken to date is captured across the various appendices to this 
report and together with the commentary below provides both a timely and comprehensive 
position against which the comments of the Resources and Services Overview and Scrutiny 
Committee can be requested as part of the budget consultation process.  

The following sections of the report provide the detailed commentary across the five 
appendices to this report:  

‘Base’ General Fund Forecast  
An updated ‘base’ forecast is set out within Appendix A, with some key highlights as follows 
which are set against the last position that was reported to Full Council in February 2025: 

 The Council’s original long-term plan and Forecast Risk Fund have continued to provide 



flexibility and support, against which the development of the Council’s forecast and 
annual budget have been considered.  

 To align with the current LGR timetable, a two-year forecast has been prepared, which 
replaces the 10-year plan previously adopted. A forecast for 2028/29 has also been 
included that aims to capture any structural budget deficit that is likely to remain, with 
further commentary set out later on in this report relating to balancing this with any 
obligations to the new successor Unitary Authority.  

 The inclusion of inflationary increases for employee costs and major contract costs 
including those associated with the new waste, recycling and street cleansing contract. 

 Income from council tax and business rates have been subject to estimated increases / 
inflationary uplifts across each year of the forecast along with estimated collection fund 
surpluses.  

 Annual inflationary cost increases are expected to continue to exceed the Council’s 
ability to raise income from council tax and business rates.  

 The continuation of the council tax referendum principle of increases up to 3% / £5. 
 No further increases have been assumed for business rate income at this stage or any 

increase in Government funding emerging from the multi-year Local Government 
Finance settlement. The background and reason for this cautious approach is set out 
later on in this report.  

 The removal of a number of one-off items from 2025/26. 
 Although reviewed later on in this report, the original savings plan amount of £0.920m 

and cost pressure ‘allowance’ figure of £0.500m have been retained for the purpose of 
establishing this ‘base’ forecast position. 

As set out within Appendix A, the forecast risk fund adequately supports the forecast across 
2026/27 and 2027/28 with a balance remaining at the 31 March 2028.  

Savings Plan 
Appendix B sets out the outcome of the on-going development of the savings plan with 
additional items included, which increases the total value of savings to £1.956m compared with 
the original amount of £0.920m included in the ‘base’ forecast highlighter earlier.  

Further details are set out within the appendix and include the impact of decisions already 
made alongside new / emerging items. The items identified are robust and deliverable but will 
remain under review as part of the on-going development of the forecast.  

As set out towards the end of Appendix B, some items are included across different lines of 
the forecast for accounting / presentational reasons.  

Use of One-Off Funding to Support the Proposed Two-Year Plan 
Within the context of the two-year approach discussed earlier and similarly to the approach to 
funding the revised costs emerging from the waste, recycling and street cleansing contract, it 
is proposed to refocus / bring together a number of existing budgets and reserves.     

This approach is designed to support the funding of the emerging cost pressures set out in the 
next section of this report along with delivering priorities and other key investment activities 
over the next two years. As indicated within the ‘base’ forecast position, there is not enough 
‘headroom’ within the annual budgets to adequately address emerging items, and by prudently 
deploying existing one-off funding, it will enable the Council to maintain strong financial 
stewardship / sustainability / stability ahead of the establishment of a new Unitary Council in 
future years. 



Appendix C sets out the outcome from the associated review, which includes the aim of 
bringing the funding together into just two ‘funds’ as follows: 

1) The existing ‘Corporate Investment Fund’ – however it is proposed to rename it the 
‘Corporate Investment Fund – Revenue’; and 
2) a new fund called the ‘Corporate Investment Fund – Capital’, that is proposed to be formed 
from associated capital funding / resources. 

Other potential existing budgets are also currently being reviewed with the aim of bringing them 
together within the above two funds, with an update presented to Cabinet’s meeting in January 
as necessary.  

Cost Pressures 
An initial review of items emerging to date have identified a number of largely unavoidable 
items and/or the on-going impact of items identified as part of the development of the budget 
from last year.   

Full details are set out within Appendix D, with the total of the items currently proposed to be 
funded totalling £3.856m across the forecast period. As in previous years, work remains on-
going, and it is expected that further cost pressures will need to be included within the final 
budget proposals in areas such as: 

 Additional operational / ‘business as usual’ activities 
 Investing in the Council’s assets 
 Investing in the Council’s priorities 

In terms of the approach to funding the items identified to date, it proposed to support their total 
cost from the 'Corporate Investment Fund – Revenue’ discussed above, which is summarised 
as follows: 

Proposed ‘Corporate Investment Fund – Revenue’ (taken from 
Appendix C) 

£2.855m 

Less
Proposed use of funding – 2025/26 £0.745m 

Proposed use of funding – 2026/27 £0.650m 

Proposed use of funding – 2027/28 £0.650m 

Remaining Amount Held in the ‘Corporate Investment fund – 
Revenue’

£0.810m 

When taking Appendix C and D together, the proposed funding approach set out within the 
table above provides for only partial funding of the cost pressures identified to date. The 
balance of funding is effectively met from the Forecast Risk Fund. This approach is based on 
seeking to balance the use of the ‘Corporate Investment Fund – Revenue’ with the Forecast 
Risk Fund e.g. a judgement will need to continue to be made between the use of these two 
funds across the forecast period.   

As highlighted in earlier reports and above, through the various stages involved in the LGR 



process, the Council’s statutory obligations relating to the incoming new Unitary Council will 
emerge. These will undoubtedly include a significant financial review underpinning the relative 
future financial success of the new organisation e.g. what are the structural annual deficits that 
it will be inheriting and how are these balanced against the level of reserves / funds held by the 
outgoing Councils as at 31 March 2028. The approach proposed of balancing the forecast risk 
fund and other one-off funding such as the Corporate Investment Funds is aimed at providing 
the Council with the necessary flexibility to adequately address these challenges and 
obligations over the next two years. The proposals set out within this report therefore in effect 
form part of a series of activities / decisions over the next two years as part of the wider LGR 
framework.  

It is also important to highlight that potentially other favourable variances can transferred to the 
Corporate Investment Funds as necessary. These are likely to emerge as part of the regular 
financial performance reports and the annual outturn review which can be considered as 
necessary throughout the life of the proposed two-year plan.  

It is also important to highlight that: 

 Cabinet set aside money from the Outturn position for 2024/25 that will form an important 
element of the Council’s financial plans over the next two years; and 

 the Council still maintains an uncommitted reserve of £4.000m, with further commentary 
on this and other reserves set out later on in this report.  

Updated General Fund Forecast  
Appendix E sets out a revised position, that ‘builds’ on the ‘base’ forecast mentioned earlier 
and therefore brings together all of the items / elements of the budget discussed above, 
including savings, cost pressures and how they are proposed to be funded. This sets out an 
improved position against the ‘base’ position, with positive balances estimated to remain in the 
Forecast Risk Fund.  

This provides for a strong position against which forecast can be developed further. It is 
important to highlight again that the forecast does not include the outcome from the 
Government’s Fair Funding Review / Local Government Finance Settlement which is discussed 
in more detail below.  

Work therefore will remain on-going with the aim of presenting an updated forecast / two-year 
plan and final budget proposals that will be considered by Cabinet in January before being 
presented to Full Council in February.  

The forecast position to date also excludes changes to indirect costs such as internal recharges 
between the General Fund / HRA and technical accounting adjustments that do not have an 
overall net impact on the budget. However, the full detailed budget, reflecting the above 
changes, will be presented to Cabinet at its January 2026 meeting. 

It is important to highlight that a structural annual budget deficit of £1.298m is forecast to remain 
ahead of 2028/29, that will need to be considered against potential obligations relating to the 
successor Unitary Council as necessary over the forecast period.   

Government’s Fair Funding Review / Local Government Finance Settlement 
At the time of finalising this report, the outcome from the Governments fair funding review and 
Local Government Finance Settlement were still emerging. Building on comments provided in 



earlier reports, and from information set out within a recent policy paper published by the 
Government, some highlights of the changes are as follows:  

 A move away from annual settlements with a three-year funding settlement proposed 
covering 2026/27 to 2028/29. 

 The replacement of outdated formulas with funding now based on updated deprivation 
data and local needs and resources rather than historic allocations. 

 A reset of the business rates retention system from 2026/27, which includes transitional 
arrangements to avoid sudden funding changes between years. This runs alongside the 
national three-year business rates revaluation exercise, with new rateable values in 
place from April 2026. 

 The consolidation of multiple grants into fewer more flexible funding streams and moving 
financial support from areas such as the business rates retention ‘system’ to the revenue 
support grant, along with merging grants relating to the LUF/CRP schemes.  

 The abolition of the New Homes Bonus which will now form part of the wider financial 
settlement assessment / calculations. 

 The Government will phase in allocations over the multi-year Settlement to protect the 
income of authorities which could see losses from the funding reforms. This will be 
based on funding floor levels appropriate to specific Local Authority groups. 

Although the changes relating to the updated data to be used in the funding formula are 
expected to provide a beneficial outcome for the Council, there is a significant level of risk and 
complexity across the settlement as a whole.  For example, due to the complexities of the 
current funding system, it requires a fairly complicated process to simplify it, which in turn 
requires a significant level understanding that will only emerge by systematically working 
through the detailed funding settlement documentation that follows the Government’s 
announcement. However, reflecting the expected transitional arrangements and ‘funding floors’ 
that will be ‘built’ into the new system, the current forecast is based on a cash neutral position 
across years. Once the necessary work has been undertaken to understand the impact from 
the settlement, including the business rates reset, an updated forecast will be presented to 
Cabinet in January 2026.  

It is also worth highlighting that the multi-year settlement provides local authorities with 
increased financial certainty over the next few years, which therefore complements the two-
year approach to the budget as set out elsewhere in this report.  

It is also timely to mention the recent Government announcement relating to changes to the 
timescales to their mayoral devolution programme. At the time of finalising this report, it is 
understood that there is no impact on the current timetable for LGR, with new Unitary Council’s 
still scheduled to be in place from 1 April 2028.  

Risk Assessment and Sensitivity Testing 
As highlighted in earlier financial performance reports, given the inherent risks to the forecast, 
a risk assessment of each line of the forecast is maintained. To date the most significant risks 
to the forecast were uncertainty around the Government’s proposed reforms to local 
government funding and the business rates reset. However, as discussed above, these will 
now be able to be taken into account in the revised budget proposals that will be presented to 
Cabinet in January, and can therefore be set against the proposed two-year plan.  



Work remains in progress to update the associated sensitivity testing of the forecast, with the 
outcome planned to be presented in reports later in the year as part of the on-going 
development of the budget for consideration by Full Council in February 2026. 

Reserves 
As has been the case in previous years, the budget setting process provides a timely 
opportunity to review the appropriateness of the level of reserves. Following this year’s 
associated review, a summary of the reserves held (excluding revenue and capital 
commitments reserves) and their purpose is set out in the following table: 

Reserve Purpose of the Reserve Estimated 
Balance  

Status 

Asset 
Refurbishment/Replacement 
Reserve 

To meet the cost of the 
maintenance of the Council’s 
assets, including those 
associated with the Council’s 
commitment to carbon 
neutrality. This reserve 
‘protects’ the underlying 
revenue budget from 
significant one-off expenditure 
items with expenditure against 
this reserve being considered 
as part of the wider 
management / response to 
emerging cost pressures. 

£1.019m It is proposed 
to refocus 

this reserve 
to support the 
two-year plan 
set out earlier 

within this 
report and 

Appendix C. 

Benefit Reserve To meet any potential costs 
arising from the obligation to 
pay benefits and to support 
potential future changes to the 
welfare regime. The future 
remains uncertain given the 
on-going roll-out of universal 
credit. 

£1.000m It is proposed 
to refocus 

this reserve 
to support the 
two-year plan 
set out earlier 

within this 
report and 

Appendix C. 



Business Rates Resilience 
Reserve 

To support the Council in 
reacting to potential future 
changes in Business Rate 
appeals and income, 
especially in light of the 
potential for changes to the 
business rate reforms and 
associated ‘reset’. 

£1.758m Continue to 
retain this 
reserve. 

(Use of this 
reserve will 
continue to 

be 
considered 

as part of the 
development 
of the two-

year plan and 
the potential 
impact from 

the 
Government’s 

proposed 
Business 

Rates ‘reset’) 

Commuted Sums Reserve Established from commuted 
sums paid to the Council to 
cover such items as 
maintenance costs of open 
spaces, in line with the 
associated agreements. 

£0.535m Continue to 
retain this 
reserve to 

support the 
commitments 
established 

as part of the 
associated 

agreements. 

Election Reserve To finance future costs 
associated with holding District 
Elections on a four yearly 
cycle. 

£0.090m Continue to 
retain this 
reserve to 
meet any 

associated 
costs that are 
required to be 

met by the 
Council.  

Crematorium Reserve To finance future ongoing 
maintenance costs to the 
crematorium plant and 
equipment at Weeley. 

£0.187m Continue to 
retain this 
reserve to 

meet 
maintenance 

costs due 
under the 

terms of an 
associated 
agreement.



Leisure Capital Projects 
Reserve 

This reserve has been 
established to fund ongoing 
investment in Leisure Facilities 
and will form an important 
element of supporting the 
delivery of the Sports and 
Activity Strategy.

£0.107m Continue to 
retain this 
reserve to 

support the 
necessary 
investment 

over the 
forecast 
period. 

Section 106 Agreements 
Reserve 

This reserve holds income 
received from developers 
under Section 106 of the Town 
and Country Planning Act 
1990 to be spent on specific 
projects over a number of 
years in accordance with the 
terms of the agreements. 

£3.294m Continue to 
retain this 
reserve.  
(this is 

released as 
part of 

separate 
decisions 

made during 
the year) 

Forecast Risk Fund As set out in earlier reports 
and elsewhere within this 
report, this reserve continues 
to be held to support planned 
annual budget deficits over 
the forecast period.  

£7.237m 

(£6.829m 
after 

proposed 
adjustments 
in 2026/27) 

Continue to 
retain this 
reserve. 

(use of this 
reserve will 
continue to 

be 
considered 

as part of the 
development 
of the two-
year plan) 

Uncommitted Reserve General Reserve held to 
respond to key financial risks 
such as inflation, income loss, 
additional burdens etc. which 
is subject to a risk-based 
assessment on a regular 
basis. 

£4.000m Continue to 
retain this 
reserve. 

(Subject to 
regular 

review to 
ensure it is 

proportionate 
/ prudent in 
light of the 

financial risks 
faced by the 

Council) 



The above total £19.226m - the revenue and capital commitments reserves have not been included above as they 
broadly reflect the cash flow impact relating to the timing / programming of the delivery of associated projects and 
initiatives etc. 

Although a more detailed statement will be made by the S151 Officer that will be included in 
the report to Full Council in February, the current level of reserves based on the review above 
is considered to remain adequate, although this position will be subject to on-going review 
given the risks to the financial forecast highlighted earlier in this report. 

ADDITIONAL INFORMATION
Council Tax 2026/27 
As highlighted earlier, the Government have commitment to allow District Councils to increase 
their share of the council tax by up to 3% / £5 in 2026/27.  

Based on a proposed 2.99% increase, the Council Tax for a band D property will be £205.48 in 
2026/27. At the time of finalising this report, the updated property base had yet to be confirmed 
/ agreed, but it is expected to be approximately 54,700, an increase of just over 2% compared 
to the 2025/26 figure of 53,496.8. 

As set out in the previous reports, the Council continues to opt-in to the Council Tax Sharing 
Agreement with ECC whilst it remains financially advantageous to do so. This scheme has 
continued to provide a financial benefit to the Council over recent years and is expected to 
continue to do so in 2026/27.

Locally Retained Business Rates 
The detailed business rates calculations remain on-going alongside the outcome of 
Government’s business rate ‘reset’, 2026 revaluation exercise and associated deadlines for 
finalising and reporting the necessary figures, including estimated collection fund balances.  

This remains a very complex area of local government financing and will also need to be 
considered alongside the wider Local Government Finance Settlement discussed earlier.   

The impact of the above on the Council’s own financial position along with the estimated benefit 
of the Council’s continued membership of the Essex Business Rates Pool will be determined 
and reported as part of finalising the detailed budget for 2026/27 that will be presented to 
Cabinet in January 2026.  

Fees and Charges  
Fees and charges are subject to separate Officer decisions made in consultation with the 
relevant Portfolio Holder(s) and are reviewed within the framework of the financial forecast and 
therefore they will be considered against the relevant ‘charging power’ and where relevant the 
following key principles: 

 general inflationary increases where possible or lower where appropriate / justified. 
 amounts rounded for ease of application, which may result in a slightly above inflation 

increase. 
 on a cost recovery basis as necessary 
 reflect statutory requirements. 
 increases where market conditions allow. 
 to meet specific priorities or service delivery aims / objectives. 
 considerations associated with LGR



The Council continues to face a number of significant financial challenges, and it is therefore 
important that fees and charges are considered against this context and to maximise income 
opportunities where possible, albeit whilst balancing the various issues highlighted above.  

Any changes to income will be considered alongside the financial forecast and as part of 
finalising the budget proposals for 2026/27. No changes to the budget are proposed at the 
present time. 

Although agreed separately, a full schedule of fees and charges is planned to be provided to 
members ahead of the Full Council budget meeting in February 2026. 

As part of the Government’s fair funding review / policy statement, they have indicated their 
commitment to look for ways to reduce demands on local government to empower them to 
deliver for communities, including through reviewing the approach to sales, fees and charges 
and statutory duties. Further updates will therefore be provided as information emerges from 
the Government’s review.  

As highlighted earlier, this report also provides a timely opportunity to consider / accept funding 
of £210,298 that has been made available through Sport England’s Place Partnerships 
programme, to support priority actions within the Council’s approved Sport and Activity 
Strategy.  

Place Partnerships is the name of Sport England’s place-based investment programme, 
originally launched in 2017 as Local Delivery Pilots (LDP). It focuses resources on communities 
with the greatest levels of inactivity, deprivation, and health inequality, working with local 
leaders to tackle barriers to physical activity and create sustainable, community-led 
solutions.  Following the success of LDP, a North Essex bid to be part of the Place Partnerships 
programme in partnership with Active Essex and Colchester City Council has been 
successful.  As this bid followed adoption of the Sport and Activity Strategy, the funding 
requested supports delivery of the approved action plan.  This allocation forms part of a broader 
funding package totalling £814,798, with various partners serving as delivery agents. 

A separate report will be brought forward as part of the associated actions necessary to proceed 
with the projects.  

GENERAL FUND CAPITAL PROGRAMME 2026/27
As has been the case in prior years, only a very limited number of schemes are included 
‘automatically’ in the base budget on a recurring basis, and these relate to the on-going cost of 
replacing the Council’s core IT infrastructure along with disabled facilities grants. Estimates of 
£0.070m and £0.757m will therefore be included within the 2026/27 Capital Programme 
respectively, although the latter item is likely to change once confirmation of the actual level of 
external grant support is received next year.  

The investment in IT core infrastructure is funded by a direct revenue contribution, with disabled 
facilities grants funded by the Government via ECC.  

The full multi-year Capital Programme incorporating the above will be included within the final 
budget proposals that will be considered by Cabinet in January before being presented to Full 



Council in February and will include any further cost pressures proposed as part of developing 
the budget accordingly.     

SPECIAL EXPENSES 2026/27
Special expenses amounts cannot be finalised until the budget for the year has been completed 
and the associated technical adjustments reflected in the budget. Therefore, at this stage of the 
budget process it is more practical to review the principles against which the special expenses 
will be calculated rather than the specific amounts themselves, which are subject to change as 
the budget develops.   

Similarly to previous years, it is not proposed to make any changes to the principles behind the 
calculation of special expenses with the key principles remaining the same as in 2025/26 as set 
out below: 

 A de-minimus amount of £0.025m is applied to determine which expenses are excluded 
from the special expenses calculations; 

 Any allocation to specific areas less than £0.001m are excluded for the purposes of 
determining special expenses. 

Although subject to the final budget calculations, expenses to be allocated as special expenses 
are likely to remain as in 2025/26 and apply to open space and recreation area costs. 

For completeness, the underlying technical background to the calculation of special expenses 
is set out below:   

Certain expenditure referred to as ‘Special Expenses’ is regarded as being chargeable to only 
certain parts of the district.  The rest of the Council’s expenditure is regarded as being 
chargeable over the whole district and is referred to as ‘General Expenses’. Local authorities 
have the power to pass a resolution in respect of any particular Special Expense to the effect 
that the amount of that expense should be charged across the whole district.  This is referred 
to as the contrary resolution. 

In exercising this power, the Council also has to consider how the burden of Special Expenses 
will be charged to the taxpayers of the district. 

Information from parish/town councils 

Each year parish councils complete a return to identify changes to the services they undertake. 

Consideration of Determining the Contrary Resolution 
In judging whether the contrary resolution should be passed in respect of any special expenses, 
the following matters are relevant: 

i) Whether in respect of this Council’s expenditure the function is to be provided generally 
for the whole district or is to be restricted to a part or parts of the district? 

ii) To what extent, if any, are restrictions placed on any part of the district as to the 
accessibility of the function? 

iii) The use of the facility/activity to which the Special Expense relates.



These matters must each be considered and a view taken as to whether it would be appropriate 
to pass the contrary resolution in respect of some of the budgeted expenditure on Special 
Expenses. 

In determining how the burden of special items should be charged to the taxpayer of the district, 
the following matters need to be considered. 

i) Where is the facility situated? 

ii) Who uses it? 

iii) How much expenditure is to be spent in the various parts of the district? 

Wherever possible the Council aims to charge the cost incurred in performing a function in a 
part of the district, to the taxpayers of that part.  In assessing the area of benefit to which a 
function identified as a special expense relates, parish boundaries have been treated as the 
appropriate areas.   

The tax base for apportioning Special Expenses to each parish and the unparished area is that 
used to determine the Council’s overall Council Tax base. In the event that the current 
unparished area of the District becomes parished as part of the current Community Governance 
Review, the allocation of special expenses would need to be reviewed to ensure that the 
principles and practices outlined above are appropriately applied to any new parish areas. 

ANNUAL MINIMUM REVENUE PROVISION POLICY STATEMENT
Where relevant, figures included in the 2026/27 budget are based on the following policy 
statement that was agreed by Full Council on 25 November 2025.  

In accordance with the Local Authorities (Capital Finance and 
Accounting)(England)(Amendment) Regulations 2003 and having due regard to 
guidance issued under Section 21 (1A) of the Local Government Act 2003, the Council’s 
policy for the calculation of MRP for 2026/27 shall be the Capital Financing Requirement 
Method for supported borrowing and the Asset Life (equal instalment) Method for 
prudential borrowing. 
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