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Changes to local government funding

* Major changes in local government funding expected in 2023-24 (delayed for 4+
years)

 Fair Funding Review (changing distribution of funding), reform of business rates,
changes to other grants (New Homes Bonus)

* Outcomes dependent on other policy decisions: Spending Review 2021, levelling-
up white paper, Treasury’s business rates review, social care reform

 Pixel provides two models for subscribers: Fair Funding model and MTFP model

* Models show how these policy changes might be implemented and potential
impact on every authority

* Still significant uncertainty though: we use latest data and consultation proposals
— and identify key assumptions and variables
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Fair Funding Review

® LateSt _mOde”ing indicates Enfield Elements of change in Settlement Funding Assessment
WI” galn from FFR M Increase Decrease Total

e Estimated £17m gain (c.15% in 160000
underlying SFA)

. . 140.000 -
* Most of gain from council tax o

equalisationéest. £15m) — higher
120.000
share of needs than resources oo0d *

 Significant gain from new public 100,000
health formula (up by £7m to £24m)

e Remainder from combination of
formula changes and data

80.000

* Also gains from unwinding of o
“damping” from 2013-14 (£7.8m)

40.000

20.000

* Figures are very speculative but
based on latest proposals and latest
available data

0.000

* Some form of gain seems very likely o
though o e

* Strategy should focus on ensuring
these changes are implemented

e But there are risks... -
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Adult social care funding

New Adult Social Care
formula developed 5+ years
ago

Based on very detailed data
collection (c100 local
authorities) and using multi-
level modelling

Only modest reduction in
share of funding for Enfield (-
4%)

But very significant gains
(outer London, “county”
characteristics) and losses
(inner London)

New formula likely to apply to
SFA and to existing social care

grants
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Change in Adult Social Care funding (new formula)
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Funding for deprivation

Initial plans to exclude deprivation from
Foundation Formula — now reinstated
(probably using overall score for Index of
Multiple Deprivation)

Worth relatively little to Enfield
(£250,000) because its IMD score is only
average (74™ out of 149 upper tier
authorities)

Enfield either less deprived (relative to
other local authorities) or measures used
do not reflect deprivation in the borough

Other deprivation measures used
elsewhere in proposed formula, e.g.
adult social care (see chart)

Enfield’s deprivation scores are
marginally above average

Proposed Older People Social Care RNF (amounts per head)
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Allowance (significantly)  arrangements: claimants 85+ households 65+ households 65+ head
claimantsaged condition aged couple per capita 65+ per households per households
65+ per capita 85+ per capita households per 65+ X properties 65+ X properties
65+ household 65+ in council tax in council tax
band ABCD per band FGH per all
all properties properties
-
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Population change

Population growth has flat-
lined since 2016 mid-year
estimates

Small population falls in mid-
2019 and mid-2020 population
estimates

Cause not clear (Brexit-
related?) but risk that latest
populated estimates will be
baked-in to funding allocations
for next decade

What is causing the population
estimates?

Will trend continue into 2020
mid-year estimates (probably)

Need funding formula to be
updated to reflect future
changes in population
estimates
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2023 2024 2025 2026

=== LA population forecasts

Variance between latest projections
(338k) and GLA (354k)

2027
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Area Cost Adjustment (ACA)

New ACA factors reflecting
labour, rates and travel times

Travel times replaces sparsity
and density elsewhere in the
formula

ACA now calculated for every
local authority, not on sub-
regional basis

Significant loss for Enfield and
most London boroughs
because ACA based on LA
only

Tower Hamlets and
Westminster only gainers in
London

0.200

0.150

0.100

0.050

0.000

-0.050

-0.100

-0.150

-0.200

-0.250

Variance between indicative ACA for Foundation Formula and 2013-14 EPCS ACA

PI3EL

FINANCIAL MANAGEMENT

ulB

EMD mUA mSC +Selected authority

Enfield




Business rates baseline reset

Business rates baseline were set in 2013-
14 and have been increased in line with
multiplier since then

Full baseline reset expected in 2023-24
(where baseline is reset so that it equals
actual business rates income)

50% of gains above baseline retained
locally (in London, boroughs keep 30% and
GLA 20%)

Expecting local share to increase from 50%
to 75% in 2023-24 (and for borough split
to increase to 48%)

Enfield’s retained rates have been above
baseline in every year (outturn) - between
5% and 9% above baseline in most years

Close to the national average (better than
outer London average but less good than
inner London average)

Additional gains for Enfield from the
London pool and from the pilot (2018-19
and 2019-20 only)

In the reset, Enfield will lose its own
business rates growth (about £2-3m per
year, depending on actual outturn)

£fm

Enfield - Share of Rates (post levy and safety net) vs Business Rate Baseline (excl pilots)

70.000

Baseline is increased so that it

60.000 *
equals actual business rates /
income — and local share is

£0.000 increased from 50% to 75%

40.000

30.000

20.000

10.000

0.000

2017-18 2018-19 201920 202021 2020-21 2021-22
2016-17 Outtum  NNDR3  NNDR3 NNDR1  Forecast NNDR1 2021-22  2022-23  2023-24 2024-25 2025-26

mmmm Non-Domestic Rating Income + Section 31grants  35.284 ~ 33.046  35.252  37.343  37.406  37.452 33.289 36.784  37.590 61.559 62.978 64.400
Business Rate Baseline (BRB) 32303 32396 33369 34134 34690 34690 34690 34690 35385 61331 62.628 63.926

[ Non-Domestic Rating Income + Section 31 grants

Business Rate Baseline (BRB)

PI32EL

FINANCIAL MANAGEMENT



Baseline reset — national picture

* Local government currently Retained Business Rates above baseline (EM) Baseline reset expected in
about £1.5bn above baseline 18000 2023-24 — reduces retained
rates from £1.6bn to

1,600.0

* Actual amount not clear until L £162m

shake-out from COVID s I

* Reset will make this amount 10000 =TT I
available for redistribution — 8000 -7 I \
probably in line with “needs” 000 . \

400.0

* Estimate that Enfield will gain

\
. . . 200.0 ¥ . .-
£9.3m from redistribution — | . . e . l S — —

0.0

H 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2024-25
n et ga I n Of a rou n d £6m I GLA §5.1 103.3 111.8 64.5 117.1 1553 19.5 29.6 41.6
— MF 31 39 53 39 6.4 7.8 03 0.4 0.6
s SC 62.4 86.5 95.2 499 93.4 118.4 235 355 49.6
s CFA 6.4 89 83 4.4 11.5 15.2 1.0 1.6 2.2
I LB 65.1 120.0 142.1 90.5 148.5 192.1 221 35.2 50.3
[ ]
Pressu re to reset from mOSt I UA - CCN 48.7 66.8 75.3 51.5 105.2 131.6 16.1 24.4 33.8
upper tier authorities UA 101.7 134.2 1305 58.2 193.1 2482 235 333 45.2
MD 146.9 183.0 252.4 1859 3015 370.4 20.2 30.5 43.4
- s QLB 44.6 78.7 61.2 385 72.5 93.5 8.0 12.2 17.3
* Risk that Government uses s 5D 1364 1881 2078 1149 2032 2561 280 a1 551
o= e e England 670.4 973.4 1,0899 662.2 1,2523 1,5886 162.1 2438 339.1
£1.5bn surplus for other

purposes or uses to fund
existing commitments
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New Homes Bonus and incentive payments

Enfield has received large amounts
from NHB in recent years (nearly
£5m at peak in 2016-17)

Allocations have collapsed in recent

years as (a) 0.4% threshold
introduced and (b) number of years
payable has reduced

Scheme likely to be phased-out in
2022-23 or 2023-24 — with some
form of replacement announced in
Spending Review 2021

Enfield will want any replacement
to reflect its housing-building
growth — but would be better-off
with funding distributed via
“needs”

Although if full £900m were to be
returned to local government,
Enfield would receive £4.5m per
year

£'000
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4.000

3.000

2.000
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Chart 4a - New Homes Bonus Payments

2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

m Payments for year 1 m Payments for year 2 m Paymentsfor year 3 m Payments for year 4 mPayments for year 5
B Payments for year 6 M Payments for year 7 B Paymentsfor year 8 B Payments for year 9 Payments for year 10

Payments for year 11 ® Payments for year 12 = Payments for year 13 I Payments for year 14
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Council Tax Support

 Enfield has 15% highest CTS in
Eng|and (OUt of 314 authorities) (as Local Council Tax Support (as percentage of taxbase, Band D values)
percentage of taxbase) and only 300%
marginally lower than any other
London borough (19.6% compared to o
20.6% in Tower Hamlets)

* Band D value of CTS has fallen since 200%
its transfer to local government in
2013-14 — but by less in Enfield than
the national average (and some signs
of increase in Enfield even before the

* High levels of CTS is only indicator
that shows deprivation within Enfield
(largely around low pay)

pandemic) 10.0%
* Cost of CTS has increased because
Band D has increased significantly 50%
since 2013-14
* Distribution of CTS is not equal - 00% cE :5r B FET £ § ¢ CEw gEwme & os 3 :
largely driven by deprivation and by %E’E 5% £5% £ 2 % £% s m% 5 g8 s E
: FEE 5% 58 S 3 ESC =EE OF £4 E 2
low income : 83 z & 5% § g 3 5
g E c z 3 5 2= z
= 5 g = £ B ”

Hammersmith and Furham

m Inner London  m Quter London  m Other  m Enfield

* Strong case to have funding for CTS
reset In same way as council tax is

lised -
equalise P EL
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COVID support

Tranches 1 and 2 used
combination of Adult RNF and
tier slolits (0.55% and 0.57% for
Enfield)

New COVID RNF developed for
tranche 3 (using expenditure
data from COVID monitoring
returns)

Enfield receives 0.68% of
COVID RNF (greater than share
of Adult RNF

Tranche 4 was a balancing
payment (ensured every
authority received total funding
over four tranches based on
COVID RNF)

No more fundin§ will be made
available (T5 will be last general
grant allocation) and data
suggests sector already over-
funded for immediate COVID
costs

Longer term recovery costs
gnRozrle likely funded through
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Enfield - share of COVID grant (tranches 1-4) and COVID RNF

0.68%
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0.55%

First Tranche of Covid- Second Tranche of  Third Tranche of Covid-

19 Funding Covid-19 Funding 19 Funding2
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Fourth Tranche of
Covid-19 Funding

0.68%

Share of COVID RNF



Total resources and damping

%\:‘edr%”g El'?;lr?é%;ﬁl:kze(%;ozaam from all Chart 1f - Total Resources (Damped and Undamped)

400.0

* G@Gains: FFR, baseline reset, phasing-out
NHB 350.0

* Losses: social care funding, ACA

300.0

* Risks: population projections, council
tax support

250.0

200.0

* Assume damping based on total
resources (including business rates) —
so wider than Core Spending Power 1500

£m

e Assume no authority has an annual
reduction of >5%, and damping
funded by scaling-back increases in

100.0

other authorities 500
* So, Enfield paying £6.0m in 2023-24, oo _ -
£2.6m in 2024-25 and £1.5m in 2025- ' 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 202;'4 2024-25 2025-26

26 (VERY SPECULATIVE!)

* Enfield would benefit from
implementing funding changes as
quickly as possible

-50.0

Damping payments mmmmmm Scaling back to fund damping TOTAL RESOURCES == «= == POST-DAMPING TOTAL RESOURCES

PI3EL

FINANCIAL MANAGEMENT



Short and medium term funding

Rollover settlement in 2022-23
Multiplier increase (2.1%)

SFA increase (negative RSG continues to be
funded)

Lower Tier Services Grant
No other grant increases (social care only)
Band D (higher of 2% or £5)

Risk of interim baseline reset (floating TTs?) or
aggressive levy

Medium Term:

Real terms cuts for non-protected services (0%
to 2% cash terms growth)

Additional funding for social care (real terms
growth (2+%), partly funded by ASC precept)

2% increase in council tax — plus Band D
increases (2-3%)

Cash terms increases in funding (better than
2010 to 2015) but not keeping pace with
demographic pressures

Figure 3.4. Forecasts for the current budget surplus
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Note: Assumes an exceptional £10 billion underspend on current spending in the financial
year 2021-22, partly due to the £55 billion ‘COVID Reserve’ being only partially drawn down.

Source: Authors’ calculations using Citi forecast.
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Future of local government funding

* Spending review and public finances

e COVID recovery (catch-up plans)

* Levelling-up (direct funding, new funding “pots”, political focus)

* Devolution (unlikely to affect London but could have spin-off implications)

* Business rates reform (revaluation frequency, possible replacement,
Internet tax) and changes to local BRRS (75% local share, reformed pooling)

* House-building (support and incentives)
* Climate change (costs and implications for other policies)

e 10- to 20-year forecasts and spending plans (financial resilience?)
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Levelling-up

* Fair Fund'.ng Review — already Index of Multiple Deprivation (IMD) upper tier authorities
uts funding where needed for

50.000

only 16+ unemployment is high)

evelling-up
. . 45.000
* Baseline reset —again, mostly
good for levelling up 40.000
* Enfield has some characteristics 35000
similar to typical “levelling up” 30,000
authority
25.000
20.000
* New sources of fu nding (Towns 15.000
Fund, Levelling up Fun J unlikely
to go to Enfield (or London 10.000
generally) 5.000 I
* Enfield doles nﬁ_t have high 0.000 P - x5 sz ss s im —
scores on levelling up criteria: EEs § 2RI S:E §2 3 25% c€2 £ g
high levels of GVA, low travel Z $E oz F° "% e Tif 5 £ogge ?;% £ E
times and low levels of empty = S EF 2 T ff s g g
roperty and NVQ qualifications ] R S 25 © £ 3
= g o 2 E
3 Eg SH
I

* Index Multiple Deprivation
(IMD) — relative deprivation
reducing in London, particularl
inner London (Enfield 74 out o
149 authorities)
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* Generally supportive of changes in funding (net gain), including FFR
and business rates baseline reset —and press for shorter transitional
period

* Challenge some formula changes (adult social care, ACA)
* Population projections (major risk)

» Support greater certainty in local government funding (will be difficult
if funding reforms are implemented during SR period)

* Reset cost of Council Tax Support (key measure of deprivation in
Enfield)

 Climate change (costs and impact on other policies, e.g. housing)
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