
South Lakeland District Council 

Cabinet  

25 October 2017  

2018/19 BUDGET PROCESS UPDATE REPORT 

PORTFOLIO: Councillor Giles Archibald - Leader and Finance Portfolio 
Holder 

REPORT FROM: Shelagh McGregor - Assistant Director (Resources) and 
Chief Finance Officer 

REPORT AUTHOR: Pete Notley - Chief Accountant and Helen Smith - 
Financial Services Manager 

WARDS: All Wards 

FORWARD PLAN: Not applicable 

 

1.0 EXPECTED OUTCOME 

1.1 This is an update report on work to date for the 2018/19 Budget Process. The 
desired outcome is to provide assurance that the process is effectively 
underway and highlight any issues arising. In addition, delegation is sought on 
the decision of whether to join a Cumbrian bid for a 100% business rates 
retention pilot. The immediate aim of the budget process is to enable a 
balanced budget position to be delivered and the next year’s Council Tax to be 
set per the statutory requirements and deadlines. The medium to longer term 
aim to plan ahead for the challenges envisaged. 

2.0 RECOMMENDATION 

It is recommended that Cabinet:  

2.1 Notes the contents of the report. 

2.2 Delegates to the Chief Executive and Assistant Director (Resources) and 
Chief Finance Officer in consultation with the Leader and Finance 
Portfolio Holder, the final decision on whether to join the Cumbria 100% 
business rate pilot and the content of any bid. 

3 BACKGROUND AND PROPOSALS 
 

3.1 Summary 
 
3.1.1 South Lakeland District Council’s Medium Term Financial Plan (MTFP) was 

approved by Council on 25 July 2017.  The MTFP included the Budget Strategy 
for the 2018/19 Budget Process. Table 1 provides a summary of the overall 
financial position.  



 

 

 

Table 1: General Fund Revenue Budget Projections MTFP July 2017 

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 -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

Total Customer Connect savings -22.0 -425.0 -850.0 -850.0 -850.0

Customer Connect Savings in base -22.0 -22.0 -22.0 -22.0 -22.0

Further Customer Connect 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

 

3.1.2 The MTFP projects a deficit of £761k for 2018/19. This assumes that in addition 
to the £22k already delivered, a further £403k of savings from the customer 
connect project are achieved for 18/19 with the balance, a further £425k, 
achieved from 2019/20 onwards.   

3.1.3 The figures within the MTFP projections are monitored to ensure they continue 
to reflect the latest movements in events, both locally and nationally.  Savings 
proposals are reviewed regularly as part of the Corporate Financial Monitoring 
process.  Monitoring to Quarter 2 shows that, overall, the 2017/18 base budget 
including any savings agreed as part of prior budget processes, are being met. 

3.1.4 The full budget process is shown in the budget timetable at Appendix 1. 

3.2 Government Grant  
 

3.2.1 As part of the Local Government Finance Settlement for 2016/17 the 
Government offered a multi-year settlement for certain grants for Councils who 
apply and publish an efficiency plan.  On 22 September 2016 Council approved 
the application for the multi-year settlement and the efficiency plan.  

3.2.2 The Government has published technical consultation on the 2018/19 Local 
Government Finance settlement in September 2017.  This indicates the 
Government’s intention to confirm the multi-year offer but with adjustments to 
the business rate retention calculations to reflect the final 2017 rating list 
(current figures are based on the provisional 2017 rating list).  The Settlement 
consultation also outlines the Government’s proposals for Council Tax 
referendum principles: 

 Shire district councils will be allowed increases of less than 2% or up to 
and including £5, whichever is higher 

 Police and Crime Commissioners in the lowest quartile will be allowed 
increases of less than 2% or up to and including £5, whichever is higher.  
Other Police and Crime Commissioners will be limited to up to 2%. 



 Shire Counties will be allowed increases of less than 2% but the 
continuation of an additional 2% for Adult Social Care with additional 
flexibility to increase the precept by 1% to 3% in 2018/19 provided that 
increases do not exceed 6% between 2017/8 and 2019/20.   

The Government also expects parish and town Councils to demonstrate 
restraint when setting precept increases that are not a direct result of taking on 
additional responsibilities. 

3.2.3 The Council is currently a member of the Cumbria Business Rates Pool.  This 
enables the Council to retain additional business rate income to fund economic 
development. Each year the members of the Pool have to consider the risks 
and rewards of the Pool and consider whether the Pool should continue.  The 
decision on membership of the pool is delegated to the Assistant Director 
(Resources) and Chief Finance Officer.  As at the end of March 2017 there was 
£776k within the pool reserve with £398k approved for use during 2017/18 – 
2019/20. This fund is earmarked to spend on economic development activities. 
The MTFP currently projects that the balance on this reserve will be c£835k by 
the end of the current financial year. This could be used to support non-
recurring growth items on economic development activities as part of the 
2018/19 budget process. 

3.2.4 From April 2020 the Government is intending to introduce 100% retention of 
business rates which will see the replacement of the Revenue Support Grant, 
the Rural Services Delivery Grant and other grants. The 50% of business rates 
that currently are paid to Government will be retained.  Adjustments would be 
made to tariffs and top-ups to equalise nationally the amounts of business rates 
retained compared to need and ability to generate income from Council tax.  A 
number of authorities were piloting this new approach to funding from April 
2018 and further pilot bids have been invited for the 2018/19 financial year but 
on a different basis to the current pilots. 

3.2.5 Cumbrian authorities have worked together to assess the feasibility and 
desirability of a pilot for Cumbria.  Overall it is estimated that there would be 
additional income retained by Cumbrian authorities compared to the current 
arrangements but the actual amount will be dependent upon the level of 
business rate income for 2018/19 and is therefore not certain.  Initial estimates 
suggest the additional income is likely to be between £1.1m and £9m.  A 
proposed methodology has been prepared which would ring-fence the income 
from the current arrangements and then distribute this additional gain from the 
pilot between a Cumbria investment fund (20%) and each authority based on 
their grants forgone.  Appendix 2 illustrates this distribution based on the 
higher estimate of £9m extra gain from the pilot. Modelling suggests that the 
lower limit of gain from the pilot could be c£1m. 

3.2.6 Appendix 3 summarises the risks and opportunities around the pilot.  The level 
of risks around a single-year pilot are much lower than the risks of the new 
arrangements continuing beyond April 2019.  Particular risks are around the 
level and timing of refunds of rates arising from successful challenges to 
rateable values.  Risks also arise from the resetting of the baselines expected 
in April 2020 when it is uncertain whether there would be future net increases or 
decreases in rates due.  If the level of rates due were to fall below the new 
baselines to be set in April 2020 then there is much more risk to the income of 



individual authorities if in a pool.  There are also risks around the sustainability 
of assumptions which have been adopted in order to get a pilot bid which could 
be acceptable to all parties by the tight deadline.  Ideally many of the proposals 
would have had a longer period for careful consideration.  

3.2.7 The Government plans for the continuation beyond 2018/19 are also not 
certain.  Any pilot bid has to be submitted by 27 October 2017. Due to the 
timescales imposed by Government, officers were still working on the potential 
bid and its advantages and disadvantages when this report was finalised.  An 
update on the progress will be reported to the meeting. It is proposed that the 
final decision on the pilot is delegated to the Chief Executive and Assistant 
Director (Resources) and Chief Finance Officer in consultation with the Leader 
and Finance Portfolio Holder.   

3.2.8 The Government is also consulting on potential changes to the New Homes 
Bonus allocation mechanism including 

 Adjustments to the current 0.4% national baseline  

 Reducing allocations for successful residential planning appeals 

 Reducing allocations for planning approvals relating to national park 
areas. 

Officers are evaluating the impact of the proposals on the Council’s projected 
receipts of New Homes Bonus.  

3.3 Expenditure 

3.3.1 Review of the base budget will continue throughout the budget process with 
particular attention paid to staffing costs as the largest single item of Council 
expenditure.  The Council’s staff are subject to nationally agreed pay awards. In 
recent years, these have been c1% for most staff but due to the national 
economic climate, there has been pressure building from employee 
representatives to increase this. The MTFP financial model currently includes 
an assumption of 2% for 2018/19 onwards. The negotiations will be monitored 
and when there is satisfactory evidence that a rate other than this is to be 
applied, the model will be updated.  The total impact of all pressures and 
savings in the base will be set out in the report to Cabinet 29 November 2017. 

3.4 Income agreements with other authorities 

3.4.1 A detailed analysis of income from Fees and Charges is set out in 3.5 below. In 
addition, the Council receives income from agreements with neighbouring 
authorities, particularly the County Council.  

3.4.2 An important agreement is for sharing the income generated from Council Tax 
charges on second homes in the district. Under the Second Homes agreement 
with Cumbria County Council the Council receives c£680k of income annually. 
This agreement with the County Council expires in March 2019. Future 
arrangements will be closely monitored and reported.  

3.4.3 The Council also earns significant sums through recycling credits (£1.26m for 
2017/18). The payments are made in accordance with legislation which clearly 
sets out the statutory basis and mechanism for calculating the recycling 
payments. There is no formal information from the County Council that this will 
be amended, however given its value, this source is closely monitored.  

 



 

 

3.5 Income from Fees and Charges  

3.5.1 The MTFP currently assumes income of £9.91m from fees and charges for 
2018/19 (£9.77m for 2017/18). The approved MTFP assumes the income from 
fees and charges increases by c2% per annum.  

3.5.2 Services have reviewed their fees and charges in line with the Corporate 
Charging Policy (as set out in the July 2017 MTFP). The detailed listing of fees 
and charges will form part of the full Draft Budget presented to Cabinet 29 
November 2017. Overall, work to date on income from fees and charges 
indicates that there are is no significant budget pressure in terms of meeting the 
income targets for 2018/19. Larger individual areas of fee generation are 
commented on below. 

Car Parking 

3.5.3 Payment for use of the Council’s car parks is the single largest contributor to 
income from fees and charges. For 2018/19 the income budget is £4.27m. The 
2016/17 out-turn position was £4.34m. There is no proposal to increase the 
standard tariffs from their current rates. 

Lake Windermere 

3.5.4 The second largest area for receipts from fees and charges is Lake 
Windermere. This is projected to generate receipts of c£1.38m for 2018/19 
consistent with the MTFP. Detailed proposals are being presented to the Lake 
Administration Committee on 6 October 2017. It is expected that this level of 
income will be achieved. 

Planning 

3.5.5 Planning fees and charges are set nationally. They currently account for c£600k 
of income. There is a proposal that planning fees may be increased by 20%, 
this is still subject to detailed regulations being brought into force although it is 
expected that this will happen during 2017/18. Subject to the detail in the 
regulation and the Council meeting any requirements, income from planning 
fees and charges could increase. It is anticipated that any additional income will 
need to be spent on improving elements of the planning process so may be 
matched by additional expenditure internal or external to the Council. This 
would be cost neutral to the Council overall although should provide an 
enhanced planning process. 

Braithwaite Fold Caravan site 

3.5.6 Braithwaite Fold Caravan Park has an income budget of £381k for 2018/19. 
The operation of the site, including the setting of fees is controlled by the 
Camping and Caravanning Club. Review of prior year out-turn suggests that 
demand for the site is very strong with income of £442k being generated in 
2016/17. The net income generated from the site is anticipated to be c£35k 
higher than the 2018/19 budget based on the existing site, the impact of this will 
be included in the November Cabinet report. Plans for extension to the site are 
currently being developed to increase the net income further. 

 



Licensing 

3.5.7 A detailed report setting out proposals on licensing fees and charges is to be 
presented to Licensing and Licensing Regulatory Committees on the 7 
November 2017. The majority of licensing income relates to fees set by Central 
Government under the Licensing Act 2003. 

3.5.8 The proposals include options to increase some fees, where the Council has 
the power. Guidance requires that costs and income match in each area. That 
is not the case at SLDC. The service is aware of the guidance objective to 
balance the budget wherever possible and has considered the economic 
position of many of the business required to apply for these licenses and is 
suggesting, as well as the ongoing review of recharges for this area of work, an 
incremental approach to increase fees to a future balanced position.  The 
current position of surpluses and deficits for the future budget year is shown 
below before the impact of the changes to income and recharges. The updated 
2018/19 budgets will form part of the draft budget presented to Cabinet on 29 
November with a detailed extract presented to Licensing/Licensing Regulatory 
Committee on 16 January 2018 as part of the budget process. 

Licensing budgets 2018/19 

License type Costs 
£000 

Income 
£000 

Net 
£000 

Hackney Carriage Licences 133,248 -88,952 44,296 

Miscellaneous Licences 31,024 -14,262 16,762 

Licensing Act 131,672 -212,144 -80,472 

Gambling Licensing 25,194 -20,833 4,361 

 

Building Control 

3.5.9 The issues around income from Building Control has been flagged in prior 
years. The trading account currently has a budgeted net cost of c£50k pa as 
the income being generated is not enough to cover the full cost of the service, 
including corporate overheads. Market competition from the private sector 
approved inspectors means that an increase in prices would be likely to reduce 
demand for the service and lose income overall.  

3.5.10 Regulations set out that Building Control functions should achieve full recovery 
of costs by aiming to break-even over a reasonable period of time. There may 
be potential for efficiencies through the Customer Connect project which could 
reduce the level of costs.  

3.5.11 In terms of Building Control income as part of the overall Council budget, 
2016/17 out-turn was £321k, which is in excess of the 2018/19 budget target of 
£316k. Performance from 2017/18 suggests that this level of income may be 
exceeded. The current budgets will be reviewed including the level of recharged 
overhead costs. 

Social Lettings 

3.5.12 The Council currently operates a ‘Social Lettings’ scheme. This involves the 
Council taking on leases from private landlords and then sub-letting these as 
part of the homelessness service. This scheme runs with a net budget surplus 
of £70k. Due to changes to the funding mechanism this is due to end for 



2018/19. This budget pressure should however be offset by increased net 
income from other areas. Details of all budget pressures (including reduced 
income) and savings (including increased income) will be presented in the 
November budget report. 

3.6 Budget Bids for 2018/19 

3.6.1 There is an annual process to capture proposed budget changes, as part of the 
MTFP and budget setting cycle. Budget change bids may cover both capital 
and revenue and include adjustments to reflect both the monitoring and review 
of existing base budgets and new initiatives. The bids received are in the 
process of being considered and prioritised in the light of the resources 
available. After consultations with Members the proposed budgets changes and 
their impact on the existing revenue projection and capital programme, will be 
presented as part of the budget report to Cabinet on 29 November 2017.  

3.6.2 A number of longer term priorities have been identified to ensure that 
prioritisation of funds takes into account future events. The draft capital 
programme will also include the potential revenue impact of schemes that 
generate income or are financed through borrowing.  

4.0 CONSULTATION 

4.1 This report provides an update on progress in the preparation of budgets for 
2018/19 onwards.  The Draft Budget will also be subject to a statutory four 
week consultation period post the 19 December 2017 Council meeting. 

4.2 The potential membership of the Cumbria Business Rate pilot meets the 
definition of a key decision in the Council’s Constitution.  Due to the date of the 
publication of the Government prospectus and the need to agree a potential 
pilot with other Cumbrian Councils the proposal was not included in a Forward 
Plan at least 28 clear days before the decision is to be made.  The Chairman of 
Overview and Scrutiny has been informed under paragraph 15 of the Access to 
Information Procedure Rules in Part 4 of the Council’s Constitution for the 
potential membership of the Cumbria Business Rate pilot to be treated as an 
urgent decision. 

4.3 The Chairman of the Council has been consulted under paragraph 16(j) of the 
Overview and Scrutiny Procedure Rules within Part 4 of the Council’s 
Constitution. This waives the call-in process as the bid has to be submitted to 
the Government no later than 27th October 2017.   

5.0 ALTERNATIVE OPTIONS 

5.1 This report provides an update on progress to ensure that 2018/19 to 2022/23 
annual budgets are prepared on a sound basis within an agreed corporate 
framework.  Alternative assumptions are possible, some of which will be worked 
up and brought to future committee meetings as part of the 2018/19 Budget. 

6.0 LINKS TO COUNCIL PRIORITIES 

6.1 This report provides an update on progress to prepare budgets that provide 
resources to implement the Council Plan.  Setting a sound framework for 
budget preparation assists in the delivery of all corporate outcomes.  This forms 
part of the ongoing MTFP process. 



7.0 IMPLICATIONS 

7.1 Financial and Resources 

7.1.1 The MTFP and budget process aims to safeguard the Council’s financial 
position and ensure a balanced budget for 2018/19 and an improved position in 
the years that follow.  

7.2 Human Resources 

7.2.1 This report has no direct impact on the staffing of the Council at this stage, but 
individual proposals to balance the budget may have direct staffing implications 
and will be reported to HR committee where appropriate. 

7.3 Legal 

7.3.1 The budget process is being carried out according to the statutory 
requirements. 

7.4 Health, Social, Economic and Environmental 

7.4.1  

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 is a corporate overview of 
the budget process. Specific issues 
that require HSEEIAs will be 
addressed as part of the budget 
process. 

 

7.5 Equality and Diversity 

7.5.1  

Have you completed an Equality 
Impact Analysis? 

Yes ☐ No ☒ 

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

This report is a corporate overview of 
the budget process. Specific issues 
that require EIAs will be addressed as 
part of the budget process. 

 

7.6 Risk 

Risk Consequence Controls required 

Failure to create a 
balanced and 
sustainable budget by 
February 2018 

Includes: inability to 
deliver corporate 
priorities. 

Identification of sound 
budget guidelines as 
part of in an agreed 
MTFP reduces the risk 
of an unaffordable 
budget. The monitoring 
the progress against the 
budget timetable 



Risk Consequence Controls required 

enables a planned 
approach to be 
achieved. 

Further detail of risks and opportunities around items included in this report can 
be found in the Council’s Medium Term Financial Plan. 

CONTACT OFFICERS 

Report Authors: Pete Notley, Chief Accountant, p.notley@southlakeland.gov.uk; 
phone 01539 793157  

Helen Smith, Financial Services Manager, h.smith@southlakeland.gov.uk, 01539 
793147 

Shelagh McGregor, Chief Finance Officer, s.mcgregor@southlakeland.gov.uk 01539 
793112 

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

1 Budget Timetable 

2 Potential Cumbria Business Rate Pilot Pool proposed financial 
shares 

3 Potential Cumbria Business Rate Pilot Pool Risks and 
Opportunities log 

 

BACKGROUND DOCUMENTS AVAILABLE 

Name of Background document Where it is available  

MTFP update Council 25 July 2017 https://tinyurl.com/yc7fflgp 

Government invitation to local 
authorities regarding 100% retention 
of business rates 

http://tinyurl.com/y78lqu9a 
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