New Homes Bonus (NHB) – November 2018

Appendix A

The mechanism of NHB has been sharpened since 2017/18. The Council received five years of payments in 2017/18, which reduced to four years in 2018/19. A 0.4% baseline
was also introduced, which needs to be exceeded before any NHB payments are made. For 2018/19, measured against the total band D equivalents in the district, 0.4% equates
to approximately 240 additional houses a year before we receive anything. The projected figures in figure (i) in red italics assume nothing changes and that the baseline and
four years remains the same. Note that the number of band D equivalents built between October 2017 and October 2018 fell to 845 in comparison to an average of 1,100 in
the previous three years.

The government has retained the option of making adjustments to the baseline in future years, which is much more likely. Some further scenarios have been modelled. An
increase in the baseline of 0.1% is equivalent to approximately 61 band D dwellings, which at the standard 2018/19 payment of around £1,590 per dwelling (of which 80%
comes to the District) would reduce NHB by £78k to the Council.
In each of the modelled scenarios, the assumption is that house building continues at the same current rate, which may not be the case if the economy slows down.

Figure (ii) models a reduction of payments to three years with current 0.4% baseline.

Figure (iii) models four years of payments with a 0.7% baseline scenario.

Figure (iv) models a pointed sharpening of both a reduction to three years of payments and a 0.7% baseline.

Figure (v) models the NHB scheme ending with no new payments in 2020/21.

Reliance on NHB to support revenue is being tapered down over the period from 2017/18 to 2018/19. This tapering period will enable the Council to take measures to increase
income and phase in additional spending reductions to balance the budget as new homes bonus cannot be considered a permanent source of income, especially if it is included
in 100% localisation of business rates. The table also assumes that NHB reserve is used to fully fund the capital project at Broadbridge Heath (BBH) leisure centre in additional
to the £4m allocated in 2016/17 and in 2017/18 as previously approved by Cabinet. And that the £3m of commercial property investment each year starts to be funded from
NHB once the BBH leisure centre is paid for, thus financing the purchases and reducing the MRP charge of an unfinanced asset.

