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1 SUMMARY AND EXPECTED OUTCOME 
1.1 This report considers the recommendations from Cabinet to determine the 

Council’s budget for 2017/18 onwards, including fees and charges, the 
procurement schedule, the capital programme and the Chief Finance Officer’s 
Advice on the Robustness of Estimates and the Adequacy of Reserves. 

1.2 The expected outcome is that the Council will approve a balanced revenue 
budget for 2017/18 and the capital programme as detailed in the report.  This 
will enable the statutory requirement of setting and approving the Council Tax 
by the due statutory date of the 11 March 2017. 

2 RECOMMENDATION  
2.1  It is recommended that Council:- 

Considers the report; 
(1) Adopts a Revenue Budget for 2017/18 of £11,162,300 as set out in 

Appendix 1b and detailed in Appendix 1d;  
(2) Approve the £5 (2.77%) increase in the Council tax for District Council 

Services for 2017/18 as part of a balanced revenue budget; 
(3) Approve that the Community Housing Fund grant of £2.36m be added 

to the General Fund revenue account for 2016/17 with authority to 
spend be delegated to the Director of People and Places in conjunction 
with the Portfolio Holders for Housing and Innovation and Finance and 
the Chief Finance Officer as set out in paragraph 4.9.2;  

(4) Approves the Fees and Charges Book for 2017/18 as set out in 
Appendix 5; 

 
 



(5) Approves a £323k virement into a Customer Connect reserve in 
2016/17 and the delegation to Senior Management Team as set out in 
section 6; 

(6) Approves the re-profiling relating to fixed term posts (£109k) and the 
waste and recycling service development budget (£165k), as set out in 
section 4.1; 

(7) Notes the latest Collection Fund Estimates as set out in Appendix 9, 
Parish Council precepts and Parish Council taxes for 2017/18 as set 
out in Appendix 8. The Cumbria County Council and Cumbria police 
element are currently included as proposed but not approved at the 
time of writing the report.  Any change will be updated and reported to 
Council on 22 February 2017; 

(8) Approves the Capital Programme as set out in Appendix 10; 
(9) Approves the Reserves as set out in Appendix 12; 
(10) Notes the Chief Finance Officer’s Statutory Report on setting the 

2017/18 Budget, as set out in Appendix 13; 
(11) Adopts and publish the Statutory Pay Policy Statement as set out in 

Appendix 14;  
(12) Approves the Procurement Schedule as set out in Appendix 15; and 
(13) Notes that the proposals contained in this report have been 

incorporated into the Prudential Indicators and Treasury Management 
Framework elsewhere on this agenda. 

3 BACKGROUND  

3.1. The Council, at its meeting on 26 July 2016 agreed to the proposed Budget 
Strategy for the current year’s budget process as part of the Medium Term 
Financial Plan (MTFP). The Budget Strategy set out some broad principles 
which are being used in the preparation of the 2017/18 to 2021/22 Budget. 

3.2 Cabinet at its meeting on 23 November and Council on 15 December 2016 
considered the first draft budget proposals. A further update was provided to 
the Cabinet meeting on the 25 January 2017.  This report updates that position.   
The final local government finance settlement figures were expected to be 
provided by the Government in early February 2017 but were not available at 
the time this report was finalised.  Any material changes to the proposed budget 
figures will reported to the meeting. 

3.3 The Council has a statutory duty to set a balanced budget for the coming 
financial year and the changes which are now incorporated to achieve this are 
shown. A Council tax increase of £5 for 2017/18 is proposed. This increase in 
the Council tax is consistent with the expectation of Central Government 
through the finance settlement for 2017/18 and future years. 

4 REVENUE BUDGET 
4.1 REVENUE BUDGET PROJECTIONS, ASSUMPTIONS AND MEDIUM TERM 

FINANCIAL PLAN 
4.1.1 The Medium Term Financial Plan (MTFP) projects future levels of both income 

and expenditure over five years and includes a projection of the overall surplus 

 
 



or deficit on the General Fund Revenue Budget annually for 2017/18 to 
2021/22.   The assumptions and financial implications are kept constantly under 
review as circumstances change.   The last full revision of the MTFP was 
approved by Council in July 2016.  This report provides an update of the 
financial position. 

4.1.2 The known changes at this stage are included in the revised overall position set 
out in Table 1 below. These annual projections are based on the set of 
assumptions detailed below.  A more detailed analysis of expenditure and 
income is set out in Appendix 1.  

4.1.3 Table 1 sets out the summarised estimated annual General Fund Budget 
requirement across the review period, including the projected deficits.  It also 
shows the savings identified and where the budgets have been reduced. 

Table 1: Summary of estimated deficit position by year  
  2017/18 

£000 
2018/19 

£000 
2019/20 

£000 
2020/21 

£000 
2021/22 

£000 
Service Expenditure 29,433.7 27,932.5 27,393.7 27,431.7 27,498.7 
Uncommitted Pressure/Growth 0.0 500.0 500.0 500.0 500.0 
Service income -13,546.2 -13,294.0 -13,419.2 -13,789.8 -13,748.7 
Net service expenditure 15,887.5 15,138.5 14,474.5 14,141.9 14,250.0 

Corporate items, CTax, NDR & Grant -15,887.5 -13,974.7 -13,367.6 -12,954.9 -13,035.5 
Net draft budget (projected deficit) 0.0 1,163.8 1,106.9 1,187.0 1,214.5 

 
4.1.4 As can be seen from Table 1 above, the Budget considerations to date achieve 

a balanced position for 2017/18. Current estimates for future years project 
deficits of c£1.2m per annum from 2018/19.  With the exception of £22k 
identified as savings for 2017/18 onwards, these figures do not include the 
impact of Customer Connect. Table 2 below shows the revised projections 
including the impact of Customer Connect. This assumes that 50% of the total 
savings will be delivered in 2018/19 with 100% from 2019/20 onwards and 
result in an estimated annual deficit of a much reduced £387k. This amount 
includes £500k for growth and budget pressures. 

4.1.5 Options are being developed to meet the potential deficits remaining after the 
Customer Connect Programme savings have been incorporated.  The key is to 
produce the legally-required balanced budget position for the coming financial 
year. 

 Table 2: Projected deficits including Customer Connect Savings. 

  2017/18 
£000 

2018/19 
£000 

2019/20 
£000 

2020/21 
£000 

2021/22 
£000 

Net draft budget (projected deficit) 0.0 1,163.8 1,106.9 1,187.0 1,214.5 
Total CC savings -22.0 -425.0 -850.0 -850.0 -850.0 
CC Savings in base -22.0 -22.0 -22.0 -22.0 -22.0 
Further CC savings 

 
-403.0 -828.0 -828.0 -828.0 

Projected deficit including further CC Savings 0.0 760.8 278.9 359.0 386.5 

4.1.6 The deficit positions from 2018/19 will continue to be monitored through the 
Medium Term Financial Planning process. Future year estimates will be kept 
under review as part of the MTFP process to ensure that savings plans are 
sufficient to set balanced budgets. A key pressure going forward will continue to 
be central government funding with the risk that this will reduce in future years.    

 
 



4.1.7 Use of general reserves has not been proposed as an option to balance 
2018/19 onwards. Although it may be appropriate to use reserves on a one off 
basis to support certain revenue activities, it is not current policy to use 
reserves as a way to support base budgets on a recurring basis as this is not 
judged to be sustainable. 

4.1.8 The 2016/17 monitoring has identified c£850k of potential re-profiling. Of these, 
£323k relate to Customer Connect. It is proposed that the latter is contributed to 
an earmarked reserve to support the project, as set out in section 6 below. A 
further £109k of budget relating to fixed term staff is required to be re-profiled 
due to the timing of actual recruitment into posts. £165k of budget relating to 
the waste and recycling service is proposed to be re-profiled to support 
continuation of service development along the agreed direction of travel. All 
other requests for re-profiling will be subject to approval by full Council in May. 

4.2 DRAFT BUDGET ASSUMPTIONS 

4.2.1 The draft budget proposals for 2017/18 and onwards include: 
a) inflation in the base budget in accordance with the Budget Strategy (only 

where contractually committed or unavoidable) 
b) Salary budgets have been prepared based on the current staffing structure 

including known incremental advances. For 2017/18 1% has been included 
for inflationary pay awards with 2% included from 2018/19 onwards.  A 4% 
reduction has been included for vacancies and turnover in 2017/18 with 3% 
applied to subsequent years. This will be reviewed on an annual basis.  

c) The Cumbria Local Government Pension Scheme is undergoing a triennial 
revaluation which will have effect from April 2017.  The rate per employee 
will increase from 14.3% to 16.2% and the deficit payment plan lump sum 
will decrease from c£920k for 2016/7 to c£785k annually.  The deficit plan 
lump sum will be paid as a single payment in April 2017 for the full 3-year 
period.  

d) The provisional Local Government Finance Settlement for 2017/18 has 
been included. 

e) Departmental recharges have been calculated based on the current base 
budgets. These have no impact on the surplus/deficit projections as the 
income and expenditure for internal recharges nets to nil. The total of 
recharges has reduced over the years reflecting the savings achieved in 
these areas. 

f) Capital charges have been reviewed based on the draft Capital Programme 
shown at Appendix 10. These have no impact on the MTFP projections as 
they are not charged against Council Tax. 

4.2.2 The MTFP assumes support from general government grant, such as Revenue 
Support Grant (RSG), will reduce over the life of the projections in line with the 
multi-year finance settlement offered in 2016. The provisional local government 
finance settlement was in-line with this multi-year settlement.  From 2020 the 
Government is planning to replace the current model which combines general 
grants and retained business rates with a new model which will see most grants 
replaced with a changed system for retained business rates.  This new model is 
still being developed so the current projections assume the changes will have a 

 
 



neutral impact on the Council’s funding from April 2020.  This is illustrated in 
Appendix 6 which shows the Council’s general funding from Government since 
April 2012. 

4.2.3 The main change resulting from the finance settlement was a reduction in 
funding from New Homes Bonus.  The Government consulted in December 
2015 on reducing the number of years for which bonus is paid and to change 
the basis of the funding.  Currently New Homes Bonus is a grant top-sliced 
from Revenue Support Grant which is equal to the additional Council Tax 
generated by new homes for six years.  The provisional settlement has 
confirmed the number of years will be reduced from six years in 2016/17 to five 
years for 2017/18 and then to four years from April 2018 onwards.  Bonus will 
also only be paid for new homes (net of empty homes) over a baseline of 0.4% 
growth.  For South Lakeland this effectively means the first 210 additional 
homes from April 2017 onwards will not be recognised for the New Homes 
Bonus.  Table 3 shows the reduction in expected funding as a result of this 
change. 
Table 3: Change in New Homes Bonus Projections due to change in 
scheme 

New Homes Bonus 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22 
  £000 £000 £000 £000 £000 £000 
Grant projected November 2016 939 1,366 1,454 1,566 1,877 1,858 
Grant projected January 2017 939 1,130 864 829 884 865 
Reduction in grant 0 236 590 737 993 993 

 
The Council currently earmarks all the New Homes Bonus to support affordable 
housing through the capital programme (60%) and Locally Important Projects 
(LIPS) (40%), including community planning and the £1,000 budget per 
member for community projects.  

REVENUE BUDGET UNCERTAINTIES 
4.3.1 The figures presented include certain assumptions where work is on-going or 

where information is not yet available. The key items are: 
a) From 2020 the whole system of Government funding will change: the 

financial model assumes this will have a neutral impact on the funding 
from April 2020 onwards.   

b) The business rate revaluation will take effect from April 2017: the 
rateable value for all businesses have been re-assessed based on 
2015 rental values.  Nationally the revaluation will have a neutral impact 
as the Government will adjust the multiplier, the amount payable per £ 
of rateable value, to raise the same level of income.  The draft list has 
now been published and the Council will be required to pay £220k more 
in business rates on its properties, although transitional relief will 
reduce this to £120k for 2017/18.  Overall the total of all rateable values 
for all properties in South Lakeland has increased by 9% from £108m to 
£118m but the Government will adjust the system of tariffs and top-ups 
so the amount of rate income retained will not be directly affected by 
the revaluation. 

 
 



c) The Government changed the Small Business Rate Relief scheme from 
April 2017 to increase the thresholds at which relief applies.  Although 
the extra relief has been included in the estimates of rates to be 
collected the Government has not yet confirmed how local authorities 
will be compensated for this extra cost.   

d) It is expected that the business rate pool will continue for 2017/18.  
Given the level of uncertainty around these arrangements, the funding 
is built into budgets one year in arrears so this can be used to support 
financial years 2018/19 onwards. Any unallocated balance remains 
within the NNDR pool reserve which is earmarked for economic 
development (Appendix 12).  Due to the uncertainty around the rate 
revaluation it is assumed there will be no income from the pool from 
April 2018 onwards. 

e) Interest payable and receivable have been updated to reflect the most 
up to date interest rate projections and capital programme funding 
assumptions and is consistent with the draft Treasury Management 
Strategy and Prudential Indicators. 

4.3.2 A further risk is the agreement with the County Council in terms of their 
contribution of Second Homes income to SLDC. This varies year on year 
depending on the number of second homes in the district and this figure will not 
be confirmed until later in the budget process. The income currently assumed in 
all years in the budget from this source is c£665k that supports the revenue 
account. The current agreement expires March 2019 and the future 
arrangements will be closely monitored and reported.  

4.3.3 The Council also earns significant sums through recycling credits (£1.2m for 
2016/17). The payments are made in accordance with legislation which clearly 
sets out the statutory basis and mechanism for calculating the recycling 
payments. Any change to the current system would need agreement from the 
County and all districts and would need to be considered alongside other 
countywide issues.  

4.3.4 Overall, although there are still uncertainties, the Council can set a balanced 
budget for 2017/18 and address the additional level of deficit from 2018/19. 

4.4 BUDGET PRESSURES 
4.4.1 There are a number of other recurring budget pressures and adjustments that 

have been identified through the budget process. These total a £210k increase 
to the base for 2017/18, rising to a £530k additional cost in 2018/19. The details 
of these are contained within Appendix 2. 

4.4.2 The single largest pressure relates to increases in business rates (c£220k, see 
4.3.1b above). The full impact of this will however be deferred through statutory 
provisions to soften the impact on ratepayers through Transitional relief 
(c£100k reduction for 2017/18).  

4.4.3 In addition, the Council has seen significant cost pressure in relation to property 
services. This has increased c£60k pa, on average. Insurance costs have also 
increased (c£75k pa), in part due to the recent extreme flooding in the district. 
Officers have challenged the assumptions of the insurers to ensure these 
reflect the actual risks linked to Council assets. 

 
 



4.4.4 There are also other adjustments to estimates that have reduced the base 
budget. These include assumptions around pay inflation and vacancy levels. 
The MTFP includes a basic assumption of 2% on pay pa. This is reviewed 
annually; recent pay negotiations have resulted in rises of c1% and so this has 
been used for 2017/18 reducing pressure in the base by £130k. In addition, the 
vacancy factor of 3% has been increased to 4% for one year on the basis of 
recent trends around salary underspends. This will be reviewed on an annual 
basis.  

4.4.5 These figures are largely unchanged from the position reported to Council on 
15 December 2016. However, formal notice of the Benefits administration grant 
has now been received and this is £15k higher than originally projected  

4.5 GROWTH PROPOSALS  
4.5.1 The detail of revenue growth items is included at Appendix 3. These total 

£561k. All growth bids have been funded out of 2017/18 budgets although 
some of the expenditure is not planned to occur until 2018/19 and 2019/20. 
Until specific savings proposals to balance the 2018/19 and 2019/20 budgets 
have been identified, no future growth is committed to, unless it relates to 
statutory or un-controllable pressures on current services which have no 
alternative sources of funding or delivery (as detailed in Appendix 2).  

4.5.2 The single largest area of Growth bids relates to Economic Development 
Activities (£410k). These have been funded through the use of the NDR Pool 
reserve, which is set aside specifically to support economic development. 

4.5.3 The growth bids have been produced by officers in collaboration with the 
relevant portfolio holders. All initiatives have been signed off by both portfolio 
holders and the Senior Management Team. 

4.5.4 These figures are largely unchanged from the position reported to Council 15 
December 2016 with the exception of the £50k growth for toilet improvement 
which is to be funded from uncommitted LIPS monies in 2016/17. 

4.6 SAVINGS PROPOSALS 
4.6.1 A number of savings proposals have been brought forward as part of the 

budget exercise. These total £65k for 2017/18 and are detailed in Appendix 4.  
4.6.2 £22k of these savings relate to the Customer Connect Programme. Overall, the 

Customer Connect programme is anticipated to generate recurring annual 
savings of c£850k once fully implemented. This means that there are a further 
£828k of savings to be delivered in future years which should significantly off-
set the deficits set out in Table 1. This is set out in Table 2 above. 

4.6.3 The amount and nature of the savings Identified above are considered 
reasonable and deliverable from 2017/18. Customer Connect should deliver the 
majority of the savings required to balance future years. Further work will be 
carried out to identify proposals to meet any additional amounts required. This 
process needs to be flexible according to the challenges and opportunities that 
arise to meet the projected deficits, which are very likely in themselves to 
change, particularly given the large uncertainty over business rates retention. 
This will be reported to future committee meetings. 

 

 
 



4.7 FEES AND CHARGES 
4.7.1 The level of income it is estimated will be generated annually for the services 

the Council charges for totals circa £9.7m. These have been considered in the 
light of the Fees and Charges Policy contained within the MTFP. There are not 
expected to be any material changes to the position reported to Council 15 
December 2016. 

4.7.2 Individual fees and charges for 2017/18 are shown in Appendix 5. 
Gambling Act 2005 fees 

4.7.3 It is necessary to bring an update to Members on fees in this area due to the 
omission of this information from the report that was presented to the relevant 
committee. Information relating to the Gambling Act 2005 fees was not included 
when the Budget and Fees and Charges report was considered by the 
Licensing Committee and Licensing Regulatory Committee on the 17 January 
2017.   

4.7.4 Maximum fees under the Gambling Act 2005 are set by central government.  
The local authority has some discretion in relation to these fee as they can 
choose whether or not levy charges equivalent to the maximum amount set by 
central government.  Current practices have been streamlined and the fees 
proposed reflect this. The fees are currently set at 90% limit.  

4.8 GOVERNMENT FUNDING AND BUSINESS RATES 
4.8.1 The Provisional Local Government Finance Settlement was announced on 15 

December 2016.  It was subject to consultation until 13 January 2017.  The final 
settlement for each authority is usually published soon after the conclusion of 
the consultation period but had not been published when this report was 
finalised.  Any update will be provided at the meeting if it has a material impact 
on the budget figures.  

4.8.2 From April 2013 the business rate yield has had a direct impact on the 
Council’s budget. Income from National Non-Domestic Rates (NNDR), also 
known as Business Rates, is paid into the Collection Fund and then split with 
50%, the central share, to Government, 10% to Cumbria County Council and 
40% to SLDC.  The Government has committed to increasing the local share to 
100% by the end of the Parliament. 

4.8.3 In order to balance revenue-raising ability and need, a system of tariffs and top-
ups redistributes income between authorities.  After tariff (c£14.2m for 2017/18) 
is payable by SLDC to the Government and then the remaining income is 
compared to a baseline set by Government to determine if a levy is payable or 
if payment from the safety net is due.  Appendix 7 shows the calculation of 
NNDR income due for 2017/18. 

4.8.4 The Council’s share of business rates is based on the net rates collectable, 
after allowing for reliefs and discounts.  An adjustment is also made for 
potential irrecoverable debts, the Council’s allowance for the cost of collection 
and an estimate of any back-dated appeals.  Some of the reliefs are fully 
funded by the Government including Small Business Rate Relief and Flood 
Relief.  Other reliefs are not funded, including charitable relief, and therefore 
reduce the Council’s income.  A major new application for relief, particularly if 
back-dated, could have a very significant impact on the Council’s income. 

 
 



4.8.5 A national revaluation of rateable values is currently in progress with the draft 
list of new rateable values published in October 2016 and new bills, based on 
the new values, from 1 April 2017.  Nationally the revaluation will have a neutral 
impact on income as the multiplier (also known as the rate poundage, or the 
amount payable per £1 of rateable value) will be adjusted for any chance in 
rateable values nationally.  DCLG have confirmed they will adjust the tariff and 
top-ups for individual authorities so the revaluation should have a neutral 
impact on the income to the Council.  The actual calculation of this adjustment 
to the tariff is still being finalised. 

4.8.6 One of the areas of particular challenge when calculating the potential income 
is the allowance for appeals.  If a business challenges their rateable value 
through the appeals process and the Valuation Office agree their appeal then 
any refund is backdated.  In the case of appeals against the last revaluation the 
refund could be backdated to 1 April 2010.  There are also a handful of appeals 
still outstanding where a refund could be backdated to 1 April 2005. With the 
new list from April 2017 there could be a significant number of last-minute 
appeals relating to the 2010 list before the opportunity to appeal is lost.  The 
Council has had to establish a provision for the estimated cost of these 
backdated appeals backdated appeals which were higher than originally 
expected.  

4.8.7 There is a difference of timing between the recognition of additional grants due, 
to reimburse for additional reliefs granted, and the recognition of the shortfall on 
the business rates collection fund.  The Council therefore has a Non Domestic 
Rates deficit reserve to smooth the impact of these timing differences in the 
General Fund. 

4.8.8 The Council invests in the economic development function to raise the 
prosperity of the district.  This has also contributed towards an increase in the 
total rateable values in the district.  This has a direct relationship on the share 
of the rates retained by the Council.  

4.8.9 The Council is currently part of a business rate pool with most of the Cumbrian 
Council’s.  The provisional settlement has confirmed the pool can continue into 
2017/18.  All businesses will be entitled to challenge their new rateable value, 
albeit under a revised appeal system and a significant number of successful 
appeals would reduce income to the Council which could have an impact on the 
viability of the pool.   Therefore no income from the pool is presently included in 
the projections for 2018/19 onwards.  This will be reviewed during 2017/18 and 
updates will be included in the Corporate Financial Monitoring reports. 

4.8.10 Any income from the pool will initially be moved to an earmarked reserve and 
will be used to fund one-off growth as part of the following year’s budget 
process.  For 2017/18 accumulated pooling income from previous years has 
been used to fund £410k of growth for Economic Development initiatives.  
Because the decision has to be made each year to continue a pool it is not 
appropriate to add any pooling income to the Council’s base budget.  However 
£457k of income from the pool is expected in 2017/18 which will be available to 
distribute in 2018/19. 

4.8.11 Under the proposals for 100% localisation of business rates the levy will be 
abolished.  Since the main reason for forming a pool is the reduction in levy 

 
 



payable which is offset by risks around lower safety net protection it is unlikely 
the Cumbria Pool will continue beyond 2019/20. 

4.9 COMMUNITY HOUSING FUND 
4.9.1 On 23 December 2016 the Government announced the creation of a new, 

annual fund to help local authorities tackle problems linked to high levels of 
second home ownership in their communities.  The Council has been allocated 
£2.36m for 2016/17 from the £60m available nationally in the Community 
Housing Fund.    The funding is to help deliver affordable housing aimed at first-
time buyers in response to the problem second homes can cause in reducing 
supply.  It is intended that Councils work with community groups such as 
community land trusts.  Payment will be made to the Council in two tranches, 
with the first payable immediately and the second tranche in early 2017 subject 
to the Council providing satisfactory evidence that the money is being spent in 
accordance with the objectives set out.  From 2017/18 onwards, allocations will 
depend in part on how the 2016/17 allocation has been spent.  

4.9.2 To enable the Council to meet Government expectations of prompt commitment 
of spend, it is proposed that the full amount of grant be added to the General 
Fund revenue account for 2016/17 with authority to spend be delegated to the 
Director of People and Places in conjunction with the Portfolio Holders for 
Housing and Innovation and Finance and the Chief Finance Officer.  Any 
monies unspent at 31 March 2017 should be transferred to an earmarked 
reserve to be set up for this grant.  Spend will be reported as part of the 
Corporate Financial Monitoring report. 

4.10 PARISH PRECEPTS AND COLLECTION FUND  
4.10.1 All parish precepts have been received in time for the production of this report 

and are presented at Appendix 8.  However, some of these precepts are still 
estimates awaiting formal approval.  Any changes will be reported at the 
Council meeting.  The parish precepts for 2017/18 total £1,563,370, which 
represents an increase of £83,996 (5.7%) compared to 2016/17.  The average 
band D Council tax for the parishes will rise by a lower percentage of 4.8% 
(from £33.24 to £34.84) due to the increase in the Council tax base. 

4.10.2 Collection Fund estimates are shown at Appendix 9 based on the latest 
information received, recording the collection and distribution of local taxation 
and non-domestic rates.  The Fund shows a projected surplus of £298k for 
Council tax for 2016/17.  The surplus is shared with Cumbria County Council, 
Cumbria Police and the District Council in proportion to their individual Council 
tax levels.  

4.10.3 Both Cumbria County Council and the Police and Crime Commissioner are 
expected to finalise their precept for 2017/18 after this report has been finalised 
(on 11 February 2017), therefore Appendix 9 includes only provisional figures 
for both Cumbria County Council and Cumbria Police; any changes to these 
figures will be reported at the Council meeting.  

4.10.4 This report details the precepts requested by the precepting bodies.  Elsewhere 
on this agenda is the report to formally set the Council tax for the District and 
each Parish. 

  

 
 



COUNCIL TAX BASE AND COUNCIL TAX 
4.11.1 The Localism Act gives local communities the power to approve or veto council 

tax rises at or above a limit set by the Secretary of State. If an authority 
proposes to raise taxes at or above this limit they will have to hold a 
referendum to approve or to veto the rise.  For 2017/18 this level has been 
confirmed as 2% or £5, whichever is the higher, for shire district Councils.  

4.11.2 The MTFP assumes for planning purposes Council tax from April 2017 will 
increase at the maximum level permitted without triggering a referendum (i.e. 
£5 for a band D property.  The finance settlement assumes that increases in 
Council Tax will form part of the resources available local authorities.  

4.11.3 The Assistant Director (Resources) approved the Council tax base for 2017/18 
under delegated powers on 19 December 2016.  The calculation of the taxbase 
includes projections of discounts, exemptions and an allowance for non-
collection.  The 2016/17 taxbase assumes a collection rate of 98.75% which 
reflects not only bad-debts but also reductions in bandings or increases in 
discounts and exemptions.  The collection rate has been increased for 2017/18 
onwards to 99% to reflect recent experience and should reduce the level of 
surpluses for future years. 

4.11.4 There has been an increase of 358.35 in the overall tax base for the South 
Lakeland district from 44,510.88 band D equivalent properties to 44,869.23 
band D equivalent properties.  This will result in a slight increase in Council tax 
collectable of £66.5k to £8,329,100 based on the projected 2017/18 Council tax 
of £185.63.  

4.11.5  The budget projections assume an increase in the Council tax base, net of 
reductions, exemptions and discounts, of 250 band D properties.  This 
assumption reflects that many affordable homes will be at bands below band D 
or will be eligible for discounts.  This is consistent with the Council Plan 
aspiration of the creation of 1,000 new affordable homes for rent from the 
period 2014-2025.  The actual tax base for 2017/18 shows an increase of 0.8% 
to 44,869.23 band D equivalent properties.  Every 100 additional band D 
properties will increase the Council tax due to the Council by £18,500 per 
annum. 

4.11.6 The tax base for 2017/18 identified 3,728 second homes within the district, 
equivalent to 3,969 band D properties, which now pay 100% of Council tax. 
Under the Second Homes agreement with Cumbria County Council the Council 
will receive c£665k of income in 2017/18. This agreement with the County 
Council expires in March 2019 and the future arrangements will be closely 
monitored and reported.  

5 CAPITAL PROGRAMME  
5.1 Proposals for new areas of capital expenditure were considered by Portfolio 

Holders on the 11 October 2016 and were prioritised with reference to the 
funding available. In addition existing schemes have been reviewed and where 
a need for re-profiling has been identified, this has been incorporated into the 
revised programme. Further details are contained within the Q3 corporate 
financial monitoring report. The resulting proposed capital programme is 
presented at Appendix 10. A summary of the proposed capital expenditure up 
to 2021/22 is shown below: 

 
 



Table 4: Summary Capital Programme Expenditure 

2016/17 
revised 2017/18 2018/19 2019/20 2020/21 2021/22 Total  

£000 £000 £000 £000 £000 £000 £000 
5,419.5 8,444.1 1,546.0 2,688.0 1,793.0 1,607.0 21,497.6 

5.2 There were two capital bids prioritised. The first related to Kendal to Lancaster 
Towpath Trail (£140k). The second related to works at Kendal depot (£175k) 
to enhance welfare facilities and potential to generate income from provision 
of new services. 

5.3 A summary of the capital programme funding is in Table 5 below. This shows 
the proposed use of capital resources in support of the capital programme (see 
Appendix 10). 

Table 5: Capital Funding 2015/16 to 2020/21 

  

Balance 
April 
2016 
£000 

Income 
£000 

Use in 
capital 

programme 
£000 

Potential 
Balance 
March 
2022 
£000 

General         
Usable Capital Receipts 2,927 0 -2,394 533 
Earmarked or allocated   

 
    

VAT Shelter receipt 1,291 2,200 -3,491 0 
Revenue (LIPS) 0 260 -260 0 
Waste Reserve (capital) 0 45 -45 0 
IT replacement reserve 134 240 -272 102 
Major Repairs Reserve 558 300 -587 271 
Insurance 0 200 -200 0 
General Revenue contributions 285 2,782 -2,367 700 
Cap grants and contributions (inc S106) 338 363 -669 32 
Disabled Facilities Grants 0 3,486 -3,486 0 
New homes bonus (capital)* 338 3,089 -613 2,814 
Right to Buy receipt** 3,203 4,850 -2,009 6,044 
Borrowing   

 
    

Funding from borrowing. 0 5,105 -5,105 0 
Total 9,074 22,920 -21,498 10,496 
*Ring fenced for housing schemes, including DFGs and potential land acquisition. Subject to 
achieving projected income levels. 
**Ring fenced for replacement of affordable housing, subject to suitable schemes and 
achieving projected income levels. 

 
5.4 This shows that the programme has an element of unallocated resources. 

However, there are also a number of potential schemes listed in the capital 
programme that have yet to be allocated a budget including, housing land 
acquisition, a recycling transfer station, leisure centres and multi-storey car 
parks. These relate to strategically important projects that may require 
significant levels of capital funding, but which are subject to further option 
appraisal and business case development and are detailed in Appendix 10 

 
 



5.5 Further, a high proportion of the unallocated resources relates to income from 
the VAT shelter and Right to Buy Receipts. These have unallocated balances 
as they are applied to schemes one year in arrears so that there is certainty 
over the actual income. These measures will ensure that the capital programme 
is not over-committed and is deliverable.  

5.6 Although the capital programme contains estimates of expenditure for future 
years, these rely on the income budgets being met. All elements of the 
programme, and particularly those areas with recurring budgets, will be 
reviewed annually with reference to the actual resources available. 

5.7 Community Infrastructure Levy (CIL) is not currently reflected in the capital 
programme or its funding. This is an additional, new source of funding linked to 
the planning process and is for the delivery of infrastructure required to deliver 
the South Lakeland Local Plan. The Council has started to receive income from 
CIL, however, the governance arrangements over when and how to allocate 
this and the types of scheme that will be suitable for CIL funding are still being 
finalised.  

5.8 Appendix 1 shows the current estimates in relation to NHB income. 40% of this 
currently supports revenue schemes such as Locally Important Projects whilst 
60% of this is earmarked to support housing and neighbourhood planning. As 
this is growing with the increased value of NHB receipts, it is proposed that 
some capital schemes will be suitable for LIPS funding. For 2017/18 the Kendal 
to Lancaster Towpath Trail capital bid (£140k in total) will be funded through 
LIPS. 

6 RESERVES AND WORKING BALANCE 
6.1 WORKING BALANCE 
6.1.1 The Council’s working balance at 1 April 2016 was £1.5m.  Working balances 

are used to help cushion the organisation against uneven cash-flows and avoid 
unnecessary borrowing.  The balance on the working balance should be 
maintained at £1.5m.  

6.2 OTHER RESERVES 
6.2.1 The Council holds a General Reserve of monies set aside to form a buffer 

against future financial risks in the medium term and to enable the Council to 
progress major organisational and transformational changes by providing 
resources to fund the initial costs of these developments.  The balance on this 
General Reserve at 1 April 2016 was £7.5m including £1,032k of expenditure 
carried-forward from 2015/16 to 2016/17 onwards and £757k set aside for the 
costs of flood remediation works.   

6.2.2 Authorities in England and Wales are required to have regard to the level of 
reserves needed for meeting estimated future expenditure when calculating the 
budget requirement.  An annual review is carried out to assess risks including: 

• pay and pension costs 
• inflationary pressures 
• interest rates 
• Government grant 
• income from fees and charges 

 
 



The Council considers the impact of holding monies unnecessarily in reserves 
giving the ongoing impact on local residents and taxpayers.  The External 
Auditor considers the level of reserves each year to ensure the amounts held 
are sufficient but not excessive.  There is no theoretical “correct” level of 
reserves because the issues that affect an authority’s need for reserves will 
vary over time. 

6.2.3 Reserves are also available to support the strategically important projects listed 
in the capital programme that have yet to be allocated a budget including, 
housing land acquisition, a recycling transfer station, leisure centres and multi-
storey car parks. These are subject to further option appraisal and business 
case development. 

6.2.4 The 2016/17 monitoring has identified that re-profiling is required on a number 
of revenue budgets supporting the Customer Connect Programme totalling 
£323k. It is proposed that these funds are transferred into an earmarked 
reserve. As the project progresses, these funds can then be drawn down as 
required subject to approval by Senior Management Team.  The position on the 
reserve will be reported through the 17/18 corporate financial monitoring 
reports. 

6.2.5 Appendix 11 shows the risk-based calculation of a minimum recommended 
working balance and General Reserve for 2017/18.  This suggests the overall 
projected balance is slightly higher than necessary.  The surplus funds can be 
used to offset either one-off growth or as support to the capital programme.  
The fundamental principle governing the use of reserves is that they should not 
be used to fund recurring expenditure.  

6.2.6 The risk assessment of reserves includes a portion of the General Reserve 
earmarked to meet the up-front costs of delivery of approved savings.  These 
costs could include redundancy, building adaptations or new IT costs.  

6.2.7 The Statutory Duties Reserve consists of £150k set aside for legal and other 
statutory requirements with delegation to Senior Management Team to approve 
the use of the monies.  The use of these amounts is reported as part of the 
Corporate Financial Monitoring process.   

6.2.8 The Council holds a number of other reserves for various reasons.  Appendix 
12 summarises the individual reserves, their purpose and their expected 
balances and movements 2016/17 to 2021/22. The projected reserves reflect 
contributions in but do not anticipate the element of spend to cover 
contingencies which are not predictable when they will be spent. 

6.2.9 Table 6 summarises the projected balances on reserves and the working 
balance at the end of each financial year. 

  

 
 



Table 6: Projected Balance on Reserves 
Mar-16 Mar-17 Mar-18 Mar-19 Mar-20 Mar-21 Mar-22

Actual Projection Projection Projection Projection Projection Projection
£000 £000 £000 £000 £000 £000 £000

General Reserves 9,981.0 7,263.9 6,818.5 6,997.7 7,192.1 7,407.7 7,692.0
Capital Reserves 285.0 385.0 457.0 603.0 749.0 895.0 1,041.0
Earmarked Reserves 2,299.2 2,445.8 1,804.5 1,599.5 1,549.5 1,549.5 1,549.5
Total Reserves 12,565.2 10,094.7 9,080.0 9,200.2 9,490.6 9,852.2 10,282.5
Working Balance 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0 1,500.0
Total Reserves and Working Balance 14,065.2 11,594.7 10,580.0 10,700.2 10,990.6 11,352.2 11,782.5

 

7. CONSULTATION 
7.1 The Draft Budget report of 15 December 2016 has been subject to the statutory 

four week consultation period. 
7.2 Overview and Scrutiny Committee met on 13 January 2017 to consider, 

challenge and note the draft budgets.  The Committee reviewed and challenged 
the report.  They formally recorded they had observed the detail of the report 
and noted the potential deficits in future years.  

7.3 Further reports on the budget were considered by Lake Administration 
Committee, Planning Committee & Licensing Committee in January 2017.   

7.4 A copy of the draft Budget proposals has been sent to the key business 
ratepayers as required. 

8 ROBUSTNESS OF ESTIMATES AND ADEQUACY OF RESERVES  

8.1 Legislation requires the Council to formally take account of the Chief Finance 
Officer’s advice on these matters when setting its budget.  This advice is given 
in Appendix 13. 

8.2 The proposed level of reserves and working balance place the Council in a 
sound financial position for 2017/18 and are adequate for the medium term.  
There are significant risks in the current MTFP projections, including the impact 
of the current and future Government Spending Reviews, the current economic 
climate and low levels of investment returns.  It is important that reserves are 
maintained at robust levels in order to respond to these challenges and as a 
cushion against forecast risks and unforeseen events. Overall the Council can 
set a balanced budget for 2017/18 and considerably reduce projected deficits in 
future years. 

9 PAY POLICY  
9.1 The Localism Act 2011 brought in new provisions with regard to requirements 

for the Council to determine and publish an annual Pay Policy Statement.   The 
Pay Policy Statement requires annual review.  South Lakeland District Council 
is an employer in its own right and has the autonomy to make decisions on pay 
that are appropriate to local circumstances and which deliver value for money 
for local taxpayers. 

9.2 In accordance with Section 38 of the Localism Act 2011 South Lakeland District 
Council is required to publish a statement on the Council’s approach to setting 
the pay of its employees, in particular the posts defined as ‘chief officer’ posts. 

 
 



9.3 The Statement for 2017 is attached as Appendix 14. This policy statement was 
considered by Human Resources Committee on 14 February 2017.   The 
purpose of the statement is to provide transparency with regard to the Council’s 
approach to setting the pay and remuneration of its employees.  

9.4 There are a number of approved Human Resource policies and procedures that 
deal with pay and remuneration of all employees and this Pay Policy Statement 
draws the information together and has been prepared in accordance with the 
guidance issued by the Secretary of State for Communities and Local 
Government. 

10 PROCUREMENT SCHEDULE 
10.1 The Audit Committee Work Programme for 2015/16 included an annual review 

of the Council’s Constitution.  This review concentrated on the areas of the 
constitution with a direct impact on the financial controls of the Council contained 
within the Financial Procedure Rules and the Contract Procedure Rules. As a 
result of this review, some changes were agreed to streamline the acceptance of 
tenders from 2015. 

10.2 The key change was to introduce a Procurement Schedule, to be approved by 
Council at least annually. Approval of the Procurement Schedule gives authority 
to officers to conduct and conclude the contracting processes in line with the 
schedule without the need for further approval (unless where the Procurement 
Schedule had indicated it would be sought though Cabinet or Delegated 
Executive Decision approval). Where a procurement process is over budget then 
approval will still be required in accordance with the Financial Procedure Rules.  

10.3 Where an officer seeks approval for a waiver or exemption under the Contract 
Procedure Rules this is also included in the Procurement Schedule. The 
recommended changes only effect the non-contentious contracts where the 
decision to award to the most economically advantageous tender is straight-
forward.  

10.4 The Procurement Schedule 2017/18 is attached at Appendix 15. This lists 84 
procurement exercises which is a considerable increase on the 42 approved for 
2016/17. Due to the increased workload it is intended that additional fixed-term 
resource will be sourced to strengthen the Procurement Team to assist with 
delivery of this programme.  

10.5 The Procurement Schedule includes two proposed tender exercises not 
considered by Cabinet on 25 January 2017.  These have been included at the 
bottom of the schedule and are for a South Lakeland Employment Land and 
Premises Review and a South Lakeland Local Plan Viability Study. 

11. NEXT STEPS 
11.1 The Government has already announced changes to the business rates funding 

system for 2020.  The 50% central share of business rates retained by the 
Government will be abolished along with levy but the system of tariffs, top-ups 
and safety nets will continue. As the proposals are to be fiscally neutral it is 
expected that other grants will be cut and local government will be given 
additional duties to offset the additional income from business rates.  These 
developments will be monitored and fed into the MTFP as the details are 
clarified. 

 
 



11.2 The Medium Term Financial Plan will be updated during summer 2017.  The 
updated MTFP will be reported to Cabinet and Council.  It is expected that this 
will be during July 2017 and will include the Budget Strategy for 2018/19 to 
2022/23. 

12 ALTERNATIVE OPTIONS 
12.1 This report presents options in relation to potential budget pressures and 

savings, new capital programme bids, one off revenue growth bids and fees 
and charges. The proposals together meet the Council’s statutory duty to set a 
balanced budget for 2017/18. An alternative option would be to reject some of 
the proposals; this would then require further work to ensure a balanced budget 
was set. 

12.2 An alternative budget report produced by the Shadow Cabinet is presented 
elsewhere on this agenda. 

13 LINKS TO COUNCIL PRIORITIES 
13.1 This report sets out a draft budget that provides resources to implement the 

Council Plan.  Setting a sound framework for budget preparation assists with 
the delivery of all corporate outcomes.  This budget has been developed within 
the context of the MTFP. 

14 IMPLICATIONS 
14.1 Financial and Resources 
14.1.1 The draft budget aims to safeguard the Council’s financial position and ensure 

a balanced budget for 2017/18 and an improved position in the years that 
follow.  

14.2 Human Resources 
14.2.1 This report has no direct impact on the staffing of the Council.  Individual 

savings and growth proposals may have direct staffing implications. 
14.3 Legal 
14.3.1 This report has no direct legal implications at this stage but individual proposals 

resulting from this report may have direct legal implications. 
14.4 Health, Social, Economic and Environmental 
14.4.1  

Have you completed and Health, 
Social, Economic and Environmental 
Impact Assessment? 

Yes ☐ No ☒ 

If you have not completed an Impact 
Assessment, please explain your 
reasons. 

This report contains proposals to set a 
balanced corporate budget for 2017/18. It is 
proposed to deliver the Council Plan which 
will ensure positive Health, Social, Economic 
and Environmental impacts.  Specific issues 
that require HSEEIAs will be brought 
forward as specific initiatives commence. 

 

 
 



14.5 Equality and Diversity 
14.5.1  

Have you completed an Equality 
Impact Analysis? 

Yes ☒ No ☐ 

If yes, please confirm that it is 
attached to the report in the 
appendices. 

Yes ☒ No ☐ 

 
14.6 Risk 

Risk Consequence Controls required 
Failure to create a 
balanced and 
sustainable budget by 
February 2017 

Includes: inability to 
deliver corporate 
priorities, inappropriate 
spending, and 
inappropriate reductions 
in services. 

Identification of sound budget 
guidelines in an agreed 
strategy reduces the risk of 
an unaffordable budget 
and/or precipitate budget 
reductions. 
Monitoring of progress 
against the budget timetable 
reduces the need for last-
minute budget adjustments. 

Insufficient staff capacity 
to deliver on growth 
items within capital and 
revenue budgets 

Inability to deliver 
services to expected 
levels or additional costs 
of temporary staff. 
Potential underspends 
and potential slippage in 
expenditure to 
subsequent years. 

Review resources required to 
ensure growth bids are 
realistic and deliverable, 
including other unavoidable 
staffing pressures 

Revenue budget and 
Capital Programme may 
not be integrated and 
aligned with Council 
Plan. 

Resources not directed 
to achieving corporate 
outcomes, leading to 
inappropriate spending. 

Both the revenue budget and 
the Capital Programme are 
now embedded in the 
corporate planning cycle.  All 
revenue budgets and capital 
programme schemes are 
linked to Council plan 
priorities 

Reduction in funding 
from Government is 
greater than estimated 
or announced too late 
for adjustments to be 
made to budgets 

In-year budgetary 
pressure and potential 
overspending, 
jeopardising service 
delivery. 

Close monitoring of 
Government announcements, 
potential short-term use of 
revenue contingency 
provision and General 
Reserve followed by review 
for following year. 

 
 



Risk Consequence Controls required 
Government proposals 
for full localisation of 
business rates increase 
uncertainty of major 
income stream. 

Income streams will be 
insufficient to fund 
service delivery. 

Monitor Government 
proposals for changes in 
NNDR legislation.  
Maintenance of General 
Reserve as a buffer against 
unexpected changes in 
funding.  Monitor changes in 
rateable values & proposals 
for new development / 
closures/ other changes.   

Failure to accept 
tenders within time limits 

Potential need to re-
tender and/or loss of 
most economically 
favourable tenders. 

Robust Procurement 
processes including efficient 
mechanisms for accepting 
tenders. 

The Pay Policy 
Statement does not 
contain the information 
required by legislation 

The Council will not 
adhere to legislation 

Ensure the Pay Policy 
contains the information 
required by legislation 

 
Further detail of risks and opportunities around items included in this report can be 
found Appendix 17 which shows the Risk and Opportunity log from the Council’s 
Medium Term Financial Plan approved in July 2016 (as updated). 
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