APPROVAL OF THE 2026/27 COUNCIL PRECEPT
AGENDA ITEM NO. 12

MEETING: FULL COUNCIL

DATE: 28™ JANUARY 2026

REPORT BY: FINANCE MANAGER
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Purpose of the Report

The purpose of this report is to seek approval from the Council for the
setting of the Council’'s 2026/27 Precept, thereby allowing the submission of
the Precept Request Form to Durham County Council and the setting of the
Town Council proportion of the Council Tax.

The report also provides Members with information on the robustness of the
budget and the adequacy of the Council’s balances and reserves in
accordance with Section 25 of the Local Government Act 2003.

Please note that Section 106 of the Local Government Finance Act 1992
prohibits a local councillor, in council tax arrears for at least two months,
from voting on the setting of a precept or any recommendation, resolution or
other decisions which might affect the calculation of the precept.

Background to the Report

The Council is required to set its Precept each year in accordance with
statutory requirements, and the local timetable set by the council tax billing
authority, Durham County Council.

A letter was received from Durham County Council dated 10" November
2025, formally advising the Council of the 2026/27 Local Council Tax
Support Grant and Council Tax Base figures, including the proposed
withdrawal of the grant, and formally advising of the timetable and process
for submitting the Council’s Precept for the 2026/27 financial year.

A further Official Precept Request Reminder letter was received from
Durham County Council dated 13% January 2026, confirming the decision of
the County Council’s Cabinet to continue with their savings proposals, which
includes the full withdrawal of the Local Council Tax Support Grant from
town and parish councils.

A copy of both letters and the Precept Request Form is attached at
Appendix 1 and 2.

The Council’'s 2026/27 Revenue and Capital Budgets were considered and
approved at the meeting of the Policy and Resources Committee on 21t
January 2026, when the Council’s Net Budget Requirement, otherwise
known as the Precept, was agreed.
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This report requests the Council to formally set the Precept and therefore
the Town Council proportion of the Council Tax bill for 2026/27, and, in
accordance with Section 25 of the Local Government Act 2003, provides
assurance to the Council in doing so, regarding the robustness of the
budget, and the adequacy of the Council’s balances and reserves.

Members will note that the date of this Council Meeting is after the deadline
set by Durham County Council for the receipt of the Precept Form, of Friday
23" January 2026.

However, an extension to this deadline has been agreed with Durham
County Council and advance notification of the Precept figure was provided
to county council officers following circulation and publication of the 2026/27
Revenue and Capital Budget Approval Report, and then confirmed following
the agreement of the 2026/27 Revenue Budget at Policy and Resources
Committee last week.

Once the Precept has been set by the Council, the Chairman is required to
sign the Precept Request Form, and this will then be scanned and emailed
to Durham County Council following this meeting.

2026/27 Precept

The Council’'s 2026/27 Revenue and Capital Budget was approved at the
meeting of Policy and Resources Committee on 218t January 2026.

The Council’s 2026/27 Net Budget Requirement, as represented by the
Precept, was set at £2,190,100. This represents an increase of £114,750
or 5.5% on the 2025/26 Precept of £2,075,350.

The Council Precept represents the amount that is required to be raised
from the council tax payers in the Great Aycliffe Parish to meet the
estimated net cost of providing all of the Council’s services next year, after
deducting the income expected to be receivable in respect of those services
from fees and charges, grant funding etc.

Members will recall that the increase in the Precept was agreed in order to
offset the budget pressures faced next year, including the local government
pay award, inflation on running costs, the full withdrawal of the Local Council
Tax Reduction Scheme (LCTRS) grant by Durham County Council, the cost
of the limited staffing restructure, and maintaining a contingency sum budget
and contribution to capital reserves to facilitate the ongoing replenishment of
the Council’s balances and reserves.

These increases were partially offset by efficiency savings, reductions in gas
and electricity costs, increases in investment income, a significant reduction
in the employers pension contributions (as notified by Durham County
Council Pension Fund), and increased income at the golf complex, in order
to limit the increase in the Town Council Tax.
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2026/27 Town Council Tax

Durham County Council has confirmed that the 2026/27 Council Tax Base
for the Great Aycliffe Parish will be 7,011 properties, an increase of 102
properties on the 2025/26 Tax Base of 6,909.

The Council Tax Base is the statutory calculation of the number of
‘chargeable’ households for each parish of the county, and is used by
Durham County Council, as the council tax billing authority, to calculate the
council tax in each area.

The total number of properties is adjusted to take account of property
values, the number of households in receipt of council tax support (formerly
benefits), discounts and exemptions e.g. for single person households and
empty properties, property values, and the council tax collection rate.

In Great Aycliffe this sees the actual number of properties in the Parish
reduce from around 12,300 actual households to a Council Tax Base of
7,011. This represents a reduction of around 5,300 properties and is largely
due to the very high number of properties in the lower council tax valuation
bands, and high levels of council tax support, exemptions, and discounts
amongst Great Aycliffe households.

This significantly impacts upon the Council’s tax raising capacity and is an
important factor to take into consideration when comparing council tax rates
between the Town Council and town and parish councils in more affluent
areas of the county or country.

The Town Council Tax is calculated by dividing the Council Precept by the
Council Tax Base figure. This provides the Band D Council Tax figure.

The 2026/27 Council Precept of £2,190,100 is therefore divided by the
2026/27 Tax Base of 7,011 to calculate the 2026/27 Band D Town
Council Tax of £312.38 per year.

This represents a year-on-year increase of 3.99% on the 2025/26 Council
Tax, which amounts to an increase £12.00 per year, £1.00 a month or 23p a
week at Valuation Band D.

It is important to note that nearly six out of every ten of the properties in
Great Aycliffe fall within Council Tax Band A and therefore pay only two
thirds of the Band D Council Tax.

The 2026/27 Band A Council Tax will increase to £208.25 per year
which equates to an increase of £7.99 per year or 67p per month (15p
per week).
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Assurance on the Robustness of the Budget Estimates

The setting of the 2026/27 Revenue and Capital Budget has been
undertaken in accordance with the approved 2026/27 Budget Framework
and the financial principles set out in the Medium-Term Financial Plan.

The 2026/27 Revenue Budget makes provision for the full withdrawal of the
LCTRS grant and various cost increases, including inflationary increases,
and the implementation of a limited staff grading restructure as a result of
the deletion of lowest government pay point in April 2026, and will enable
the Council to continue to maintain all services, facilities, and events in line
with the key principles from the MTFP.

However, it is important to stress that following on from previous budget
setting processes, particularly in 2023/24 and 2024/25, where significant
savings were identified and implemented to keep the Town Council Tax as
low as possible, this has resulted many budgets being stripped back with
little scope for the budget to absorb any further inflationary increases,
increased staff pay awards, and falls in income or if there are any further
unforeseen budget pressures.

The Revenue Budget includes a small contingency sum at £16,000 to offset
any unforeseen budget issues and a £75,000 contribution to capital
reserves to partially replenish the Council’s balances and reserves.

As previously reported, in light of the higher-than-expected Revenue Budget
underspend delivered in the 2024/25 financial year, and the further savings
in the first half of the 2025/26 financial year, the Finance Manager, in
conjunction with the responsible service managers, has undertaken a full
review of the Revenue Budget and where possible reduced any
underutilised expenditure budgets and increased some income targets,
where considered prudent to do so.

Comprehensive working papers have been prepared to justify and support
the estimates included in the Revenue and Capital Budgets.

The Revenue and Capital Budgets have been reported and presented in
detail to the three main committees of the Council and have been properly
considered and debated by Members at these meetings.

Those reports clearly set out the key issues and changes in the Revenue
Budget and the projects included in the Capital Programme Budget,
explaining how the various budget pressures have been offset, and clearly
explaining why an increase in the Precept and Town Council Tax next year
had been proposed.

The Revenue Budget reported to Members also included details of previous
years’ actual spending and income which allowed Members to make
informed decisions regarding the Council’'s spending needs, based on actual
financial performance over the last few years.

Consultation on the budget was again undertaken, which provided the
opportunity for local taxpayers to formally comment on the Council’s draft
budget proposals via an online budget survey. The feedback from this
consultation has been considered by Members in setting the budget.
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The 3.99% increase in the Town Council Tax was agreed to offset the full
withdrawal of the LCTRS grant imposed by Durham County Council, and the
other budget pressures faced next year, including the forecast 2026/27 local
government pay award, limited staff grading restructure, and inflationary
pressures on running costs.

It is also critically important to note that the required Council Tax increase is
entirely as a result of the withdrawal of the LCTRS Grant by Durham County
Council. If the withdrawal of the grant had not been implemented, it is likely
that the Council would have been in a position to consider freezing or even
reducing the Town Council Tax next year, due to the savings delivered and
significant reduction in employers’ pension costs.

The implementation of the 2026/27 Budget Framework has ensured that all
practical steps have been taken to identify and make provision for the
Council’s likely spending commitments and income next year.

However, if there are further increases in costs, for example if inflation
increases, if there are falls in income due to the ongoing cost-of-living crisis,
or there are any other further unforeseen budget pressures, there is a risk
that some of the assumptions made, and the budget provision subsequently
put in place, may not be sufficient.

Conversely, if there is any unforeseen additional income or efficiency
savings during the year, this may result in underspends on the budget which
may assist in replenishing reserves and balances and funding future capital
commitments and balancing future year’'s Revenue Budgets.

In overall terms, whilst the setting of the proposed 2026/27 Revenue Budget
has again been challenging, the budget does make provision for all known
cost increases and falls in income, and enables the Council to maintain all
services, facilities and events next year.

Taking all of the above factors into account, it is therefore the view of the
Finance Manager that the robustness of the budget estimates has been
ensured and can be relied upon by the Council.

However, it must be stressed that there is limited scope to deal with any
significant unforeseen budget pressures or to undertake any additional
investment in services, and this should be borne in mind by Members when
considering any additional Revenue Budget approvals during 2026/27.
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Assurance on the Adequacy of the Council’s Balances

Section 26 of the Local Government Act 2003 gives Ministers a general
power to set a minimum level of reserves for local authorities, but this is only
currently applied to individual authorities where Government intervention
has been required.

The assessment of the adequacy of the Council’s balances and reserves
has been based on the guidance note on Local Authority Reserves and
Balances (LAAP Bulletin 99) issued by the CIPFA Local Authority
Accounting Panel, which is considered to set out current best practice
regarding local authority balances and reserves.

CIPFA holds the view that a generally applicable minimum level of reserves
is not appropriate.

LAAP Bulletin 99 states that it is the responsibility of chief financial officers
‘to advise local authorities about the level of reserves and to ensure that
there are clear protocols for their establishment and use’, and that local
authorities ‘should establish reserves including the level of those reserves
based on the advice of their chief financial officer and make their own
judgements taking into account local circumstances’.

The guidance also states that ‘in assessing the appropriate level of
reserves, a well-managed authority will ensure that the reserves are not only
adequate but are also necessary’.

CIPFA currently defines four types of balances and reserves:-

- A working balance to help cushion the impact of uneven cash flows
and avoid the use of temporary borrowing or overdrafts;

- A contingency to cushion the impact of unexpected events or
emergencies; and

- Earmarked reserves to meet known or predicted requirements;

- A capital receipts reserve holding the proceeds from the sale of
assets.

In theory, a well-run authority with a prudent approach to setting its budget,
should be able to operate with a relatively low level of general balances,
although these general balances will need to be supported by sufficient, set-
aside, earmarked reserves to fund specific needs and future spending
commitments.

In coming to a view on the adequacy of the Council’s balances and
reserves, account needs to be taken of the risks facing the Council, in terms
of any significant unforeseen spending commitments or funding cuts, and
also the capital investment requirements of the Council over the medium to
long term, taking into account the ability of the Council to secure external
funding via capital grants and contributions, take out additional borrowing, or
generate capital receipts from sale of assets.

The Council is projected to hold balances and reserves in the region of £2.1
million at the beginning of the financial year 2026/27.
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It is proposed that approximately £200,000 should be set aside in the
General Fund Balance and Revenue Budget Support Fund to provide
support to the Revenue Budget in the event of significant unforeseen
spending commitments or funding cuts.

It is further proposed that the remaining £1,900,000 should be set aside in
earmarked revenue and capital reserves to fund specific needs in relation to
the financing of future year’s capital investment commitments as set out in
the Council’s Asset Management Plan and Medium-Term Financial Plan,
which total up to £4,070,550 over the ten-year period to 2034/35, and one-
off Revenue Budget commitments such as elections and by-elections.

In addition, the Council’'s 2026/27 Revenue Budget includes a £16,000
contingency sum which provides some protection against any in-year
unforeseen revenue spending commitments, such as a higher than
anticipated local government pay award or higher than estimated inflationary
increases, and a £75,000 contribution to capital reserves, which will allow
the Council’s earmarked reserves to partially replenished.

However, it must be noted that it is considered unlikely, in the current
financial circumstances, that any notable savings will be achieved in the
Revenue Budget next year, beyond the resources set aside in the
contingency sum and contribution to capital reserves, and this will make the
full replenishment of the Council’s balances and reserves moving forward
very difficult.

It is recommended that the Council’s future policy for balances and reserves
should remain unchanged, as follows:-

- Maintain a General Fund Balance and Revenue Budget Support Fund of
between 5% and 10% of the Net Budget Requirement, to protect against
unforeseen Revenue Budget pressures and funding cuts;

- Set aside such sufficient sums in Earmarked Reserves, as is considered
prudent, to fund future year’s capital investment requirements and
specific one-off revenue commitments; and

- Undertake an annual review of the level of General Balance and
Earmarked Reserves as part of the annual update of the Medium-Term
Financial Plan and the annual budget setting process.

It is the view of the Finance Manager that the current levels of balances and
reserves, taken alongside the contingency sum and the contribution to
capital reserves set aside in the 2026/27 Revenue Budget, provide the
Council with an adequate level of resources to protect against unforeseen
spending pressures, and to fund future year’s capital investment
requirements at least over the short term, although ongoing replenishment
of these balances will be required in the medium term.

The update of the Council’s Medium Term Financial Plan later in the year
will be crucial in forecasting the longer-term impact of the risks to the
Council’s finances and levels of balances and reserves of the ongoing
economic difficulties, and will seek to shape the Council’s financial strategy
for the coming years.
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Policy Implications

Conforms to Aim 2 of the Council’s Strategic Aims and Targets — “To
manage the Council’s finances and assets in a responsible manner”.

Staffing Implications

All 2026/27 Revenue and Capital Budgets were agreed with the appropriate
service managers and senior officers at Performance Management Group.

Financial Implications

The financial implications for the Council in terms of the setting of the
2026/27 Revenue and Capital Budgets have been fully set out in this report
and in the previous reports to the Policy and Resources Committee.

Crime and Disorder Implications

None.

Equal Opportunities Implications
None.
Environmental and Climate Change Implications

None.
Risk Assessment

A full risk assessment in respect of the setting of the 2026/27 Revenue and
Capital Budgets was included in the report to Policy and Resources
Committee on 21t January 2026.

As set out in Sections 5 and 6 of the report, it is considered that the
2026/27 Revenue and Capital Budget has been comprehensively prepared
in accordance with the key financial principle of prudence, and that the
levels of balances, reserves and contingencies included within the budget
are adequate to meet the Council’s short to medium term needs.

It is considered unlikely in the current financial circumstances, that any
notable savings will be achieved in the Revenue Budget next year, beyond
the resources set aside in the contingency sum and contribution to capital
reserves, and this will make the full replenishment of the Council’s balances
and reserves moving forward difficult.

These risks will be factored into the Medium-Term Financial Plan and work
will continue to review Council services and priorities, with a view to
identifying possible further savings, should these be required to balance the
Revenue Budget in future years.

Members attention is also drawn to the risk that if the Precept is not set at
this meeting, the Council will not meet the statutory deadline for the receipt
of the Precept Request Form and would not therefore receive a Precept
payment next year.



14.0 General Data Protection Regulation (GDPR)

14.1 There is no personal or sensitive data required for this proposal which may
have any implications for GDPR.

15.0 Recommendations

15.1 It is recommended that:-

- Members approve the 2026/27 Council Precept at £2,190,100;

- The Chairman is authorised to sign the attached Precept Form;

- The Precept Form is sent to Durham County Council following this
meeting; and

- Members note the information provided regarding the robustness of the
budget estimates and the adequacy of the Council’s balances and
reserves.

Please note that Section 106 of the Local Government Finance Act 1992
prohibits a local councillor in council tax arrears for at least two months
from voting on the setting of a precept or any recommendation,
resolution or other decisions which might affect the calculation of the
precept.
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