CABINET

Budget and Policy Framework Update 2017 to 2021 —
General Fund Revenue Budget and Capital Programme
17 January 2017

Report of Chief Officer (Resources)

PURPOSE OF REPORT

To provide information on the latest budget position for current and future years, to inform
Cabinet's budget and policy framework proposals and to allow it to make final
recommendations to Council regarding council tax levels for 2017/18.

Date of notice of forthcoming 19 December 2016
key decision

This report is public.

OFFICER RECOMMENDATIONS:

1. That the 2016/17 Revised Budget be referred on to Budget Council for approval,
with the net overspending of £39K being met by reducing the in-year contribution
to Balances from £56K to £17K.

2. That Cabinet makes recommendations to Council regarding City Council tax
increases for 2017/18 and targets for future years, subject to local referendum
thresholds.

3. That Cabinet makes recommendations regarding its initial budget proposals for
the period from 2017/18 onwards, in line with its budget strategy.

4. That the resulting budget position for 2017/18 onwards, together with Cabinet’s
detailed proposals, be referred on to Council for initial consideration as well as
being presented for scrutiny by Budget and Performance Panel, in order that any
feedback can be provided to Cabinet at its February meeting.

1 INTRODUCTION AND STRATEGIC CONTEXT

1.1 In strategic terms, the main challenge of budget setting is to match priorities and
corporate planning objectives against what is affordable financially. Local
Government continues to face major funding reductions year on year, meaning that
it needs to innovate and modernise, if it is to minimise the impact on future service
provision for communities.
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2.1

2.2

This report covers the financial implications of that work to date and the recent

announcement of the provisional Local Government Finance Settlement, and gives
an update on other key elements of budget setting in order that Cabinet can develop

further its budget proposals.

GENERAL FUND BUDGET: SUMMARY POSITION

The table below pulls together the latest draft budget position, allowing for various

base budget changes and other matters as outlined in sections 3 to 6 of this report.
Figures for future years are still subject to change. A more comprehensive summary

is included at Appendix A.

Net Spending / draft budget
forecasts as reported in December:

Further Base Budget Changes:

New Homes Bonus Grant (Increases)
or Reductions

Housing Benefit Administration Grant
Reductions

Net (Savings)/ Increases in Pension
Costs (Triennial Review)

Capital Financing Savings
Investment Interest Increases

Reduction in Contribution to Balances
(down from £56K to £29K)

Other Net Changes

Updated Draft Budget Forecasts

(Prior to any savings or growth
proposals)

Resulting in:

Estimated Budget (Surplus) or
Deficit/Savings Requirement

2016/17
£°000

16,563

(39)
(1)

16,523

A number of key points are highlighted:

2017/18
£°000

14,873

84
77
(59)

(65)
(90)

47

14,867

(991)

2018/19
£°000

16,621

(200)
75
(51)

(29)
(66)

(51)

16,299

598

2019/20
£°000

17,101

(192)
73
(50)

(21)
(253)

(67)

16,591

1,098

2020/21
£°000

17,819

276
104
295

(22)
(313)

(90)

18,069

2,314

e The projections take account of the latest information or assumptions on various
Government funding streams, such as Housing Benefit administration grant and
New Homes Bonus. The main issues arising are expanded on later in section 3
of this report. From around 2020 onwards, changes to local authority
responsibilities and various specific funding streams are expected as part of the
overhaul of the local Government Finance system, but the development of options
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is still in its early stages and therefore it is not clear what the potential impact
might be, or when any changes might be implemented by Government.

e The forecasts take account of the recent triennial review of the Pension Fund.
Through this, the contribution rates for the next three years are set; the Fund has
very recently issued its Future Funding Strategy for consultation. Whilst future
service contribution rates are expected to increase from 13% of salary costs to
15.5%, deficit contributions can reduce as the recovery period can be rolled
forward to remain at 19 years, rather than it reducing to 16. In addition, by paying
contributions up-front rather than spreading them over the next three years, the
Council can make budget savings. Beyond 2019/20, it is assumed that the future
service rate will remain at 15.5% and the deficit recovery period will again be
rolled forward as 19 years, but that the Council’'s cash flow will not support up-
front payment. There are clearly risks as longer term pensions funding strategy
cannot be accurately predicted. The affordability of pensions continues to be
contentious, with more reforms expected at some point in the future. In summary,
the budgeted General Fund contributions are as follows.

2017/18 2018/19 2019/20 2020/21

£000 £000 £000 £000
Deficit Recovery Contribution 788 788 788 900
Future Service Contributions 1,656 1,673 1,692 1,965
Total Budgeted Contributions 2,444 2,461 2,480 2,865

¢ Investment Interest and capital financing costs have been reviewed, drawing on
the latest advice on future interest rate expectations, cash flow and also on the
latest review of the capital programme. The budget assumes that interest rates
will start to increase during 2019/20, with the average interest rate being around
0.75% by 2020/21. More information on expectations will be presented to Cabinet
in February, as part of the 2017/18 treasury management strategy.

o Various other base budget adjustments have been made, to reflect the estimated
costs and income for current operations and policies.

¢ Inthe current year, the contribution to Balances has been reduced by £39K (down
from £56K to £17K) as a result of the forecast minor net overspending. All
significant variances within that figure have been reported previously. It is
pleasing that overall, the revised budget is now broadly in line with original
expectations.

e Finally, as yet no assumptions have been made regarding Cabinet’s proposals
for balancing the budget, or for the review of provisions and reserves more
generally.

Cabinet is requested to refer the resulting 2016/17 Revised Budget to Budget Council
for approval. The net overspending of £39K represents only 0.2% of the original net
revenue budget. In recent years, the Council has typically experienced net
underspending overall and so this year’s experience goes against that trend.

Looking forward, in terms of council tax the budget forecasts assume a £5 year on
year increase in line with current approved strategy. Options for council tax are set
out in section 6 of this report.
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3.1

3.1.1

3.1.2

3.1.3

The draft budget for 2017/18 currently stands at £14.867M, which gives one-off
headroom estimated at £991K for helping to support Cabinet's budget proposals.
That said, it is already known that significant cost pressures will come through if the
Council is to take forward various known plans and commitments, such as Canal
Corridor and the outstanding pay and grading review, aside from Cabinet’'s budget
proposals more generally. Such pressures will involve upfront, one-off costs and for
this reason, it is expected that the budget surplus currently forecast will be more than
offset by the need to bolster specific earmarked reserves.

Thereafter, financial forecasts deteriorate. A savings requirement of £598K is
forecast for 2018/19, rising to £2.314M by 2020/21.

To help tackle that outlook, there is a four-year focus for this budget strategy, phased
in two parts; it is not simply about balancing next year. Despite the continuing
progress in identifying savings and refining budget projections, a savings target well
in excess of £2M, coupled with the huge uncertainties around future local government
finance reforms, still represents a massive challenge for the authority.

As was reported last year, budget deficits of that magnitude will not be addressed
simply through efficiencies, income generation and trimming of services.
Fundamental changes and very difficult decisions are needed, focusing on what really
is of high priority - and what isn’t.

Whilst the Council does currently have a number of significant reserves and Balances
available to it, these can only help during the period of transition and they do not
provide a medium term or permanent solution. The Balances position is outlined later
in section 4 of this report.

LOCAL GOVERNMENT FINANCE SETTLEMENT
General Matters

Further to the Chancellor's Autumn Statement published on 23 November, the
provisional Local Government Finance Settlement was announced on 15 December
2016 for consultation until 13 January. Detailed information and briefings are
available on the various websites (www.gov.uk or www.lga.gov.uk). This section provides
an overview of Government funding matters for Members’ information.

As expected, the provisional Settlement sets out figures for Revenue Support Grant
(RSG) and baseline Business Rates to 2019/20, in line with the multi-year Settlement
offer recently confirmed by Government. That helps to give some certainty going
forward, at least in the medium term. Nonetheless, the significant ongoing funding
reductions built in should not be overlooked.

To recap, the headline Settlement figures to 2019/20 are provided overleaf, together
with the assumptions made for 2020/21. It is not yet clear in what year Government
is intending on introducing its major reforms to local government finance, including
100% business rates retention. Development of proposals is underway but as
reported previously, it is a massively complex task, especially when factoring in the
review of local government responsibilities and needs/funding redistribution.
Government’s aim is for the reforms to be ‘fiscally neutral’ with implementation ‘by the
end of this Parliament’. This could mean 2019/20 or 2020/21, but the risk of slippage
should be acknowledged given Government's work programme for the period -
including Brexit.


http://www.gov.uk/
http://www.lga.gov.uk/

3.1.4

3.1.5

3.1.6

3.1.7

3.2

3.21

3.2.2

2017/18 = 2018/19  2019/20 @ 2020/21

Funding Forecasts

£°000 £°000 £°000 £°000

Provisional Settlement:
Revenue Support Grant (RSG) 1,605 9241 200 0
Business Rates (Baseline Funding) 5,065 5,223 5,400 5,510
Settlement Funding Assessment 6,670 6,164 5,600 5,510
Year on Year Reductions in SFA £550K £506K £564K £90K
(per Settlement): 7.6% 7.6% 9.1% 1.6%

Reduction in annual funding between 2016/17 and 2020/21: £1.710M or 23.7%

It should be noted that the Council’s budget continues to be based on business rate
income at safety net, rather than the higher baseline figure shown above. This is
predominantly because of the impact of recent successful appeals, notably for the
power stations.

On the upside however, the budget also provides for extra retained rates income in
relation to various renewable energy schemes. The estimates are currently the same
as those reported in December.

Any further changes to business rate income forecasts will be reported in February,
following the completion of statutory estimates and returns to Government due at the
end of this month. In particular Government has made changes to the system of
tariffs and top-ups, to help cancel out the impact of the 2017 Revaluation. This means
that in theory there should be little or no ‘bottom line’ general impact from this major
initiative, but this can only be confirmed once the relevant detailed calculations and
Government returns have been completed.

Also there could be some further implications (either favourable or adverse) arising
in connection with renewable energy and/or rating appeals. In addition, there is now
the potential for claims arising in respect of the rating liability for some strands of the
National Health Service (NHS). Business rates continues to become more and more
complex, and of greater significance, in the run up to 100% rates retention.

New Homes Bonus

The most significant changes arising from the Settlement relate to New Homes
Bonus. Cabinet may recall that consultation on the future of the scheme was
undertaken early in 2016 but there had been no response issued by Government
prior to the Settlement announcement.

Whilst the NHB scheme is set to continue until around 2020/21 (at least), funding
allocations will reduce in future, as a result of Government diverting resources into
adult social care. To demonstrate this, in the current year £1.485BN of funding is
being allocated nationally through the scheme, but by 2020/21 that amount is forecast
to reduce to £900M.
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Alongside the overall quantum of NHB funding reducing, the payment methodology
is also changing as follows:

— A national baseline for growth in housing stock has been introduced (at 0.4% for
2017/18, with Government having the option to adjust this in future). For growth
below this level, authorities will not now receive NHB.

— The number of years for which ‘legacy’ payments will be made is to reduce from
6 years currently, to 5 years for 2017/18 and 4 years from 2018/19.

On top of these changes, from 2018/19 Government “will consider withholding NHB
payments from local authorities that are not planning effectively, by making positive
decisions on planning applications and delivering housing growth. To encourage
more effective local planning [Government] will also consider withholding payments
for homes that are built following an appeal”. In the meantime, Government has
confirmed that it will not introduce measures “to withhold payments for areas without
a local plan in 2017/18”.

All in all, there is much speculation about the future of NHB, with a general feeling
within the local government finance profession that the scheme will cease at some
point, most likely around 2020 or whenever the wider finance reforms are
implemented. Also, huge demand and cost pressures still exist in functions such as
adult social care and children’s services, with the chance that more funds could be
diverted away into these areas. Whilst this is speculation, inevitably the future
forecasting of NHB involves risk.

More information is being sought to inform modelling, but at present the Council’s
budget projections are based predominantly on the provisional Settlement, with the
assumption that NHB awards for housing growth up to 2019/20 will continue to flow
through to the Council in some form or other. Note that this improves NHB
expectations from those communicated to all councillors immediately after the
Settlement.

NHB NHB Updated Difference
Estimate per Forecasts

MTFS

£000 £000 £000
2017/18 1,938 1,854 84
2018/19 1,218 1,418 (200)
2019/20 1,168 1,360 (192)
2020/21 n/a 824 n/a

For February the Council’s core NHB planning assumptions may be updated again,
if better information becomes available.

Other Government Funding Announcements

Housing Benefit and Council Tax Support Administration Grant

The draft budget takes account of the most recent grant notifications issued for
benefits administration, together with assumptions that they will continue to reduce
year by around 6% per year. In part this is linked to the implementation of Universal
Credit (UC) in this district and there is now a downwards trend in caseload, as new
working-age claimants move to UC. That said, there are also new work demands
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being created during the transitional period and the Council still has its relatively new
role of providing personal budgeting support to UC claimants, with specific funding
for this being provided by Government. Overall the funding changes currently have
a negative impact on the budget, however, and during 2017/18 the need to review
staffing levels will continue, to ensure they remain appropriate for changing
workloads.

Bailrigg Garden Village

Following on from the Council’s successful expression of interest in response to the
Government’s Garden Villages, Towns and Cities prospectus, Ministers have
announced that the City Council is due to receive funding in the region of £200K to
help enable delivery, as well as professional and technical support from the Homes
and Communities Agency. Once more information has been received, a Cabinet
report will be presented regarding the governance for the project and any associated
matters. At present, the funding is not reflected within the draft budget.

Community Housing Fund

The Council has also just received notification that it is due to receive almost £708K
of the £60M Community Housing Fund for 2016/17, announced by Government as
part of its 2016 budget. It appears that there may be more funds available in next
year too. The funds have been allocated to authorities proportionate to the number
of holiday homes in their local area, taking account of the affordability of housing to
local people. The aim of the Fund is to “enable local community groups deliver
affordable housing units of mixed tenure on sites which are likely to be of little interest
to mainstream housebuilders and will thereby contribute to the overall national effort
to boost housing supply.” The Council did not bid for this funding and it will need
some time to explore Government guidance to determine options for how best the
funds might be used. Again, a Cabinet report will be produced in due course and the
funding is not yet reflected in budget.

PROVISIONS AND RESERVES (INCLUDING UNALLOCATED BALANCES)
Provisions and reserves (as set out at Appendix B) help the Council to deliver against

its corporate priorities and manage the many financial risks it faces. A summary of
these funds is shown below.

31 March 16 Net 31 March 17 Net 31 March 18
£°000 Movements £°000 Movements £°000

£000’s £000’s
General Fund Balances 4,459 +17 4,476 +165 4,641
Earmarked Reserves 6,406 (1,208) 5,298 (318) 4,980
TOTAL 10,865 (1,091) 9,774 (153) 9,621

Under current legislation the Section 151 Officer is required to give explicit advice to
Council on the minimum level of reserves and balances. This will be formalised in
February, once full budget proposals are known. This will allow the s151 Officer to
consider fully whether there are any major shifts in financial risk attached.
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5.1

In terms of the budget position to date, key points are as follows.
General Fund Balances

After allowing for this year’s forecast net overspending, balances would amount to
£4.476M by 31 March 2016. If the existing minimum balance of £1.5M remained
unchanged and the current year’s outturn is as expected, surplus balances in the
region of £3M would be available to support future years’ budgets and provide
capacity to help take the organisation forward.

These matters will be explored further in the coming weeks. As a recap and drawing
on the Council’s existing Medium Term Financial Strategy (MTFS), in broad terms the
working principle is that surplus Balances would be used to help manage the risks,
lead-in times and up-front investment costs associated with implementing savings
measures.

Earmarked Reserves

Various changes have been made to the transfers to and from these reserves in line
with their current authorised use and as such, they are budget neutral. More
substantial changes may be made in February. In particular, the Authority continues
to hold substantial balances in the Invest to Save (£1.8M) and Restructuring (£0.5M).
Advice and the adequacy and use of such reserves will also be influenced by
Cabinet’'s budget proposals.

GENERAL FUND CAPITAL PROGRAMME

Since December Cabinet, there have only been a few changes made to the overall
capital programme. The resulting draft capital position is summarised as follows and
a more detailed statement is included at Appendix C, for Cabinet’s consideration.

Change in
Gross Underlying
Programme Borrowing
Need: CFR

£000 £000

Original 4-Year Programme (2016/17 to 2019/20) 36,939 +17,660

Changes reported to Cabinet 06 December +2,694 +1,304

Further Changes:

ICT infrastructure — additional cost of Firewall +32 -
Luneside East — legal fees +8 -
Vehicle Renewals +15 -
Increase in estimated funding from capital receipts - (500)

Total Changes 2,749 +804

Resulting 5-Year Draft Programme (to 2020/21) 39,688 +18,464
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6.1.1
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6.2

6.2.1

6.2.2

6.2.3

Capital receipts expectations have been provisionally increased, reflecting the recent
decisions of Cabinet on matters such as Heysham Gateway, ahead of formal
negotiations and more detailed assessment of value.

The profiling of the draft programme has also been adjusted to reflect more up to date
assessments of when spend is expected to be incurred. This, combined with
increased capital receipts expectations, has result in capital financing costs reducing,
as highlighted earlier in the revenue budget.

In due course there may other changes to consider with regard to the capital
programme, linked to the consideration and development of Cabinet’'s budget
proposals.

LOCAL TAXATION
Collection Fund Position

The Collection Fund is the account into which all council tax and business rate income
is payable, and from which precepts and other relevant payments are made to the
County, Police, Fire and the City Council's own General Fund, as well as to
Government for its share of business rates.

Legislation now requires that separate estimates of any surpluses or deficits on the
Collection Fund are made each year for council tax (15 January) and business rates
(by 31 January).

In respect of council tax, the review of the Collection Fund’s financial position is still
expecting the Fund to be broadly in balance and if confirmed, this would mean that
there is no surplus or deficit to be declared.

It is well documented that for business rates, the calculation of any surplus or deficit
is more complicated primarily because of the impact of appeals. The 2017
Revaluation adds further complexities, and opens up new risks. The final position will
be determined in line with the 31 January deadline for reporting to Cabinet in
February.

Council Tax: Options

Under the Localism Act, if an authority’s council tax increase exceeds the principles
set by the Secretary of State, then it must hold a local referendum.

Government has announced as part of the provisional Settlement that a general
threshold of 2% will still apply for most local authorities. Furthermore, those
authorities that have adult social care responsibilities may increase their council tax
rates by up to a further 6% in total over the three-year period to 2019/20 (with the
flexibility to front-load this, by increasing rates by 3% in each of the next two years).

For shire districts (such as the City Council) and Police and Crime Commissioners
whose council tax currently falls within the lowest quartile, they may continue to
increase their Band D tax rates by £5 — slightly more than the standard threshold.
This is in line with the Council’s existing financial strategy.
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6.2.6

For 2017/18 an increase of £5 would increase the City Council’s tax rate from £208.97
to £213.97 for a Band D property. The increase amounts to around 2.4% per year,
or put another way, 10 pence per week. The Council has very recently decided to
retain its existing Localised Council Tax Support Scheme, which provides up to full
support to cover any increase, and this helps mitigate the impact on low income
households.

Government had also consulted on introducing local referendum thresholds for larger
town councils and parishes (with precepts of over £0.5M). It has deferred its plans,
but in any event currently the district’s local councils are nowhere near as large.

Drawing on the relevant points above, two basic options for council tax are presented,
to demonstrate the impact of tax decisions. A 1% change in council tax would
generally have around an £84K impact on the budget.

Council Tax Basic Options 2017/18 2018/19 2019/20 2020/21
Option 1: Retain existing strategy:
maintain a steady increase of £5 per year to
help protect service delivery, subject to
confirmation of future referendum thresholds.
Resulting Band D Tax Rate £213.97 £218.97 £223.97 @ £228.97

0, 0, 0, o)
% Increase 2.4% 2.3% 2.3% 2.2%
Net Savings Requirement or (Surplus) (£0.991M) £0.598M £1.098M | £2.314M
Option 2: Change future strategy
For example: freeze council tax year on year,
increasing the pressure to make savings on
service delivery
Resulting Band D Tax Rate £208.97 £208.97 £208.97 = £208.97
Net Savings Requirement or (Surplus) (£0.789M) £1.007M £1.721M | £3.156M
Net Difference between the two options £202K £409K £623K £842K
Total Difference over the 4- year period | £2.076M

6.2.7

6.2.8

6.2.9

The table shows that a council tax freeze would lose income of just over £200K in
2017/18, and this loss would continue to grow by a similar amount each year
thereafter, for as long as rates continued to be frozen. By 2020/21, annual lost
income would have increased to an estimated £842K. Across the whole four-year
period, lost income would total over £2M.

In reality there are numerous other targets that may be considered for the period, but
for simplicity the options presented just include the current MTES assumptions of an
annual £5 increase, and the impact of freezing council tax year on year.

Other options can be modelled, and Cabinet is requested to indicate in advance of
the meeting if it requires this to be done.

10
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6.2.11

7.1

7.2

7.3

Cabinet is now requested to decide what level of council tax increase to recommend
for next year and what targets to propose for 2017/18 onwards. In doing so, Cabinet
is advised to consider:

— the council tax threshold, above which a local referendum must be held;

— subsequent years’ general Government funding reductions and the need to make
huge savings in future;

— financial sustainability. In short, it is not possible to keep tax increases lower than
planned, without increasing the budget shortfalls in 2018/19 and beyond. More
savings cannot be delivered without having greater adverse impact on services
and communities.

Cabinet is reminded that its council tax recommendation for 2017/18 will be final
(subject to Government’s final confirmation of the threshold), for subsequent
consideration by Council. Targets for 2018/19 and beyond will be reviewed in future
years, in accordance with the Medium Term Financial Strategy (MTFS).

BALANCING THE BUDGET: CABINET’S BUDGET PROPOSALS

Alongside council tax, Cabinet is also requested to make recommendations regarding
its supporting budget proposals for initial consideration by Council, in line with the
two-phased budget approach approved at its meeting back in December. As part of
that, Officers were tasked by Cabinet Members to identify savings and potential
options and they have been presented informally to the Leader’s Briefings.

Cabinet’'s budget proposals should seek to put in place measures balance the
medium term budget as far as possible, but there will be another opportunity at the
February meeting to make some further changes. Importantly, the Council has a
statutory obligation to set a balanced budget for 2017/18.

It is also important to appreciate that any decisions taken during this budget on
recurring items will have a bearing in future years, and so emphasis should be on
securing recurring annual savings, rather than one-off measures. This is reflected in
the current financial strategy, as is the Council’s position on growth, which is quoted
below. Cabinet is advised to take account of this in deciding on whether to consider
any growth requests.

Growth (Redirection of Resources)
Growth in a particular area will only be considered if it meets either of the
following conditions:

- itis needed to meet statutory service standards; or

- it is essential to meet a key objective within Corporate Plan proposals, for
which there are no alternative providers or sources of funding available and
sufficient progress has been made in adopting plans for addressing the
medium term budget deficit, so as to consider any growth proposal affordable
and sustainable in the medium to long term. This applies particularly to any
recurring or high cost one-off growth proposals.

11
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10.1

Linked to this, the s151 Officer advises Cabinet (as she will advise Council) to work
within existing financial strategy constraints and the approved budget strategy, to
avoid adding unnecessary extra pressure onto the ongoing budget. There will then
be time during next year to have a structured approach to determining what Cabinet’s
and the Council’s) affordable proposed priorities for the budget are, and how
resources should be allocated and/or redirected to maximise impact.

Separately, as touched on earlier there are a small number of items where the Council
already has a specific commitment to consider various issues (good examples being
Job Evaluation and Canal Corridor, and more recently Community Pools). Cabinet
is advised to take into account such matters when developing its budget proposals.

Once Cabinet’s budget proposals are determined they will be reflected in the draft
budget framework, for Council’s due consideration. Similarly the s151 Officer’s formal
advice will be finalised.

DETAILS OF CONSULTATION

Cabinet’s budget proposals are due to be considered by Budget and Performance
Panel at its meeting on 24 January, prior to February Council.

OPTIONS AND OPTIONS ANALYSIS (INCLUDING RISK ASSESSMENT)

Options are dependent very much on Members' views on spending priorities
balanced against council tax levels. As such, a full options analysis could only be
undertaken once any alternative proposals are known and it should be noted that
Officers may require more time to do this. Outline options are highlighted below,
however.

— Regarding council tax, two basic options are set out at section 6 of the report.
Other alternative options can be modelled at Cabinet’s request.

— With regard to including savings and growth options to produce a budget in line
with preferred council tax levels, any proposals put forward by Cabinet should be
considered affordable, alongside the development of priorities. Emphasis should
be very much on the medium to longer-term position.

Under the Constitution, Cabinet is required to put forward budget proposals for
Council’s consideration, in time for them to be referred back as appropriate. This is
why recommendations are required to feed into the Council meeting in early
February, prior to the actual Budget Council in March.

The two-phased budget strategy adopted by Cabinet is considered to be an effective
way of managing the main risks of budget affordability and financial sustainability, by
allowing more time for prioritisation and planning.

OFFICER PREFERRED OPTION AND COMMENTS

Generally Officer preferred options are reflected in the recommendations, with the
exception of council tax.

12



10.2 In view of the level of savings still needed in future years, the ongoing impact that
council tax freezes have, the Council’s current financial strategy and the fact that the
Council is not yet clear about how and when it will achieve a financially sustainable
budget, the Officer preferred option for council tax is to retain the existing £5 year on
year increase, subject to confirmation of local referendum thresholds. Although a
budget surplus is currently forecast in next year, one-off spending pressures could
easily swallow that up.

10.3 The Officer preferred option would change only if the Council fundamentally reduces
its ambitions regarding service delivery, evidenced through the adoption of a clear
statement and strategy for doing so.

11 CONCLUSION AND IMPLICATIONS FOR THE FUTURE

11.1 The Council’s financial challenges continue and in order to protect its future viability,
it has no real choice other than to focus on balancing its budget for the medium term.
The two-phased budget strategy adopted is in support of this aim, as is the Council’s
wider financial strategy. The approach also allows the Council to respond to new
information and developments and this is crucial, given the forthcoming fundamental
finance reforms underway and the huge inherent uncertainties that currently exist.

RELATIONSHIP TO POLICY FRAMEWORK
The budget should represent, in financial terms, what the Council is seeking to achieve
through its Policy Framework.

CONCLUSION OF IMPACT ASSESSMENT

(including Diversity, Human Rights, Community Safety, Sustainability etc)

See Appendix D for equality impact assessment.

There are no other implications directly arising in terms of the corporate nature of this report
— any implications would be as a result of specific decisions on budget proposals affecting
service delivery, etc.

FINANCIAL AND OTHER RESOURCE IMPLICATIONS
As set out in the report.

SECTION 151 OFFICER’S COMMENTS

The section 151 Officer has prepared this report, and her comments and advice are reflected
accordingly. Her advice on all relevant matters will be expanded upon once Cabinet’s budget
proposals are known.

LEGAL IMPLICATIONS
Legal Services have been consulted and have made no comments.

MONITORING OFFICER’S COMMENTS
The Monitoring Officer has been consulted and has no further comments.

BACKGROUND PAPERS Contact Officer: Nadine Muschamp
None. Any public background information is || Telephone: 01524 582117

already available through previous reports or J| E-mail:nmuschamp@lancaster.gov.uk
the Government website.
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