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1 EXPECTED OUTCOME 

1.1 This report presents the first draft Budget for 2018/19 to 2022/23. The expected 
outcome is that Council will be in a position to approve a balanced budget and set 
the appropriate Council Tax level for 2018/19 at its meeting on the 27 February 
2018. 

1.2 The development of the Budget is an iterative process between now and Council on 
27 February 2018.  The assumptions, proposals and calculations included within 
this report will be subject to change as more information from internal and external 
sources is provided and decisions around the final proposals can be made. 

2 RECOMMENDATION  

2.1 It is recommended that Cabinet 

(1) note the proposals contained in the report to achieve a balanced 
budget in 2018/19 based on the latest information.  This includes the 
proposed fees and charges for 2018/19. Note that the development of 
the budget is an iterative process and the assumptions, proposals and 
calculations will be subject to change;  

(2) note the projected deficit position of circa £1.2m in 2019/20 rising to 
circa £1.3m by 2022/23 (reducing to circa £0.5m when the full impact of 
the £850k Customer Connect saving is included); 

(3) approve the extension of the trial arrangements for car parking in 
Kendal until 31 March 2018 as set out in paragraph 4.29; 

(4) request that Council approve the amended 2017/18 Capital Programme 
as presented at Appendix 6, noting that the future years programme is 
still under development; and 



(5) note that these proposals will form the basis of statutory consultation 
with stakeholders. 

2.2 It is recommended that Council 

(1) note the proposals contained in the report to achieve a balanced 
budget in 2018/19 based on the latest information. This includes the 
proposed fees and charges for 2018/19. Note that the development of 
the budget is an iterative process and the assumptions, proposals and 
calculations will be subject to change; 

(2) note the projected deficit position of circa £1.2m in 2019/20 rising to 
circa £1.3m by 2022/23 (reducing to circa £0.5m when the full impact of 
the £850k Customer Connect saving is included); 

(3) approve the amended 2017/18 Capital Programme as presented at 
Appendix 6, noting that the future years programme is still under 
development; and 

(4) note that proposals (1) and (2) will form the basis of statutory 
consultation with stakeholders. 

 

3.        BACKGROUND  

3.1. The Council, at its meeting on 25 July 2017 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 2018/19 – 2022/23 Budget.  Budget 
Update reports were considered by Cabinet on 25 October 2017 and 29 November 
2017. 

3.2. This report presents a draft position. Work will continue to incorporate further 
changes into subsequent budget reports, such as the finalised central government 
grant position which is not yet known. The position set out in this report forms the 
basis of the consultation that will ensue subject to approval of this by Council. The 
Overview and Scrutiny Committee will consider the report at its meeting on the 12 
January 2018. The final Draft Budget Report will incorporate the consideration of 
the internal and external consultation and be presented to the 7 February 2018 
Cabinet meeting. The Council will at its meeting on the 27 February 2018 be 
requested to approve the final Budget. The budget timetable is presented for 
information at Appendix 9. 

4. DRAFT GENERAL FUND REVENUE BUDGET 

 SUMMARY POSITION 

4.1. The MTFP provides a summary position which includes a projection of the overall 
surplus or deficit on the General Fund Revenue Budget annually for 2018/19 to 
2022/23.   The assumptions and financial implications are kept constantly under 
review as circumstances change. The known changes at this stage are included in 
the revised overall position set out in Table 1 below. Further changes will be 
incorporated to the future Budget Reports leading to the 27 February 2018 Council 
meeting’s final consideration. 

4.2. 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 Medium Term Financial Plan  

  
2018/19 

£000 
2019/20 

£000 
2020/21 

£000 
2021/22 

£000 
2022/23* 

£000 

Service Expenditure 27,932.5 27,393.7 27,431.7 27,498.7 27,942.0 

Uncommitted Pressure/Growth 500.0 500.0 500.0 500.0 500.0 

Service income -13,294.0 -13,419.2 -13,789.8 -13,748.7 -13,908.7 

Net service expenditure 15,138.5 14,474.5 14,141.9 14,250.0 14,533.3 

Corporate items -13,974.7 -13,367.6 -12,954.9 -13,035.5 -13,221.5 

Net draft budget (projected deficit) July 2017 1,163.8 1,106.9 1,187.0 1,214.5 1,311.8 

Budget Pressures (App 2) 484.0 447.6 467.3 415.4 395.6 

Growth Proposals (App 3) 270.0 
   

  

General Savings (App 4) -161.4 -210.4 -210.4 -209.4 -208.4 

Customer Connect Savings (App 4) -42.0 -59.0 -59.0 -59.0 -58.0 

Vacancy factor up to 4% for all years -134.0 -136.2 -138.6 -141.5 -144.3 

Allocation of uncommitted Pressure/Growth -500.0 
   

  

One off reduction to Reserve Contributions -246.0 
   

  

Funding of Growth Proposals through pool reserve -220.0 
   

  

Use of internal borrowing - reduced interest payable -126.9 
   

  

Social lettings reserve - scheme ended -20.0 
   

  

Council Tax surplus (projected) -28.0 
   

  

Use of (projected) 2017/18 underspend -78.5 
   

  

Sub total before impact of Customer Connect 361.0 1,148.9 1,246.3 1,220.0 1,296.7 

Further Savings from Customer Connect -361.0 -769.0 -769.0 -769.0 -770.0 

Draft budget (projected deficit) November 2017 0.0 379.9 477.3 451.0 526.7 

*New year of model 

The projected deficit before the full impact of Customer Connect totals £361k for 
2018/19 rising to c£1.3m for 2022/23. Taking into account the further anticipated 
savings from Customer Connect, the position in 2018/19 is balanced with a deficit 
of £527k by 2022/23. This assumes that £425k (50% of the total £850k of savings) 
will be delivered in 2018/19 with 100% from 2019/20 onwards. (£42+£361 18/19 
+£22 delivered 17/18 = £425.) Some of these have already been delivered; the 
‘further savings from Customer Connect’ line in Table 1 above is the remaining 
balance of the £425k to be delivered in 2018/19 (and the £850k to be delivered in 
2019/20 and subsequent years, see also 4.23 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 1a and Appendix 1b which shows 
net expenditure budgets by service. 

4.3. Work is underway to tackle the deficits from 2019/20 onwards. 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 factor going forward will 
continue to be central government funding. The potential change to 100% business 
rates retention offers both opportunities and risks. This in addition to the proposed 
Fairer Funding Review may lead to both increased volatility and reductions in 
retained local taxation over the medium term. At this stage these are difficult to 
quantify.  

4.4. The Council makes a number of annual contributions to reserves, including £200k 
to the General Reserve and £46k to the Second Homes reserve.  It is proposed 
that, for 2018/19 only, £246k of these regular contributions to reserves are not 
made. This will help to balance the General Fund until Customer Connect savings 
are realised in full in 2019/20. The assessment of reserves suggests that this will 
leave sufficient balances to mitigate against the risks and uncertainties facing the 
Council. 



4.5. From 2019/20 onwards the budget includes £500k of unallocated growth.  The 
Council has a statutory duty to set a balanced budget. It is the current practice that 
once this has been achieved, the balance of the £500k can be used to support 
discretionary, fixed term growth items.  

BUDGET STRATEGY ASSUMPTIONS 

4.6. The draft budget proposals for 2018/19 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. From April 2018 onwards 2% has been 
included for inflationary pay awards. A 1% change in the pay award will 
increase the employee budgets for 2018/19 by £138k per year. The vacancy 
factor has been increased annually to 4% on a recurring basis. This delivers 
£555k in reductions on the total bill to £13.6m to reflect vacancies occurring 
during the year. The achievement of this reduction for vacancies and turnover 
is reviewed on an annual basis.  The expected increase in the National Living 
Wage to £9 per hour by 2020 has also been included in the salary estimates. 

c) Departmental recharges have been recalculated based on the current base 
budgets. Recharges will be reviewed again as part of the final budgets 
proposals to Council 27 February 2018. These have no impact on the 
surplus/deficit projections as the income and expenditure for internal recharges 
nets to £0. The total of recharges has reduced over the years reflecting the 
savings achieved in these areas. 

d) Capital charges will be reviewed within the final budget proposals presented to 
February Council. These have no impact on the MTFP projections as they are 
not charged against Council Tax. 

AUTUMN BUDGET 2017 

4.7. The Chancellor of the Exchequer delivered the Autumn Budget on 22 November 
2017, combining what was previously included within the Autumn Statement and 
the spring Budget.   

4.8. The Chancellor announced a number of changes relating to business rates 
including switching from RPI to CPI in calculating the uplift from April 2018 instead 
of from April 2020 as had previously been announced.  This will reduce the amount 
payable by businesses and, therefore, the amount of rates collectable by the 
Council.  The Government have announced they will fully compensate local 
authorities for income lost as a result of bringing forward this measure.  It was also 
confirmed that the frequency of revaluations would be increased to every three 
years following the next revaluation, currently due in 2022.  There were also 
changes to the treatment of properties located in multi-occupancy buildings and an 
extension of the pub relief scheme to 2018/19. 

4.9. There were 4 main changes announced relating to Universal Credit (UC) alongside 
an announcement of a delay in the roll-out of UC.  Short stays in temporary 
accommodation will no longer be covered by UC, and will now be paid through 
Housing Benefit. This will improve the situation for both claimants and owners of 
temporary accommodation.  The first 7 day waiting time (without payment) will be 
abolished.  New claimants of UC will be able to claim 2 additional weeks of 
Housing Benefit to assist with their housing costs.  Advances will be now be 



available to claimant for potentially up to their full notional entitlement, and 
repayment terms have been extended from 6 to 12 months.  These measures 
should provide some assistance to claimants and landlords alike with regard to rent 
arrears.   

GOVERNMENT FUNDING AND OTHER REVENUE BUDGET UNCERTAINTIES 

4.10. The figures presented include certain assumptions where work is on-going or 
where information is not yet available. The key items are: 

a) The MTFP assumes support from general government grant, such as 
Revenue Support Grant, is in line with the multi-year settlement announced 
in December 2015.  The Government’s 2018/19 Finance Settlement 
Technical Consultation indicated there would not be a change from the 
multi-year settlement.  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 except for the assumption that there 
will be no business rate pool.   

b) All seven Cumbrian authorities have jointly submitted a bid to form a 
Cumbrian Business Rate Pool Pilot for 2018/19.  This would replace all 
Revenue Support Grant and Rural Services Delivery Grant which would 
have been payable with the retention of the Government share of business 
rates.  Potentially the seven authorities could gain £9m of additional 
funding.  The results of the bid will be announced alongside the Provisional 
Local Government Finance Settlement in December 2017.  If the bid were 
successful the Council could retain circa £20k to £160k of additional income 
but the actual amount will not be known until the end of the 2018/19 
financial year.  Any additional income will be budgeted one year in arrears 
as part of the 2019/20 budget process.  

c) Should the bid for a new Cumbria Business Rate Pool Pilot fail, it is 
proposed that a business rate pool will continue for 2018/19 including 
Copeland Borough Council.  Again, due to the level of uncertainty around 
these arrangements, the funding is built into budgets 1 year in arrears so 
this can be used to support financial years 2019/20 onwards. Any 
unallocated balance remains within the NNDR pool reserve which is 
earmarked for economic development (Appendix 8).   

d) Interest payable and receivable will continue to be reviewed prior to the final 
budget being set in February 2018 to ensure this reflects the most up to 
date interest rate projections and capital programme funding assumptions.  
Projections have not yet been updated to reflect the change in Bank of 
England base rate on 2 November 2017 from 0.25% to 0.5%. 

4.11 The MTFP assumes the New Homes Bonus will be split 60:40 between support for 
the capital programme, which has been used to support housing, and Locally 
Important Projects (LIPs), including community planning and the £1,000 budget per 
member for community projects.  This practice will be reviewed as the Budget is 
developed. The Government consulted in autumn 2015 about reducing the level of 
New Homes Bonus and this was partially implemented from April 2017.  Further 
changes are expected to be confirmed as part of the 2018/19 local government 
finance settlement.  The introduction of a baseline of 0.4% growth before any bonus 
is earned has reduced the amount due for future years.  There has also been an 
increase in empty properties in 2017, reversing a fall in 2016 mainly due to flooded 



properties being excluded.  This has reduced the NHB due in 2018/19 and future 
years by an additional circa £100k each year.   

4.12 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£650k that supports the revenue account. The current 
agreement expires March 2019 and the future arrangements will be closely 
monitored and reported.  

4.13 The Council also earns significant sums through recycling credits (£1.3m 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. 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.  

4.14 Overall, although there are still uncertainties, the Council is in a strong position to 
set a balanced budget for 2018/19 and to address the additional level of deficit from 
2019/20.  From 2020 there are more challenges arising from the change in 
Government support through the Fair Funding Review and changes to business 
rate retention. 

RECURRING REVENUE BUDGET PRESSURES  

4.15 There are a number of other recurring budget pressures and adjustments that have 
been identified through the budget process. As per Table 1, these total a £484k 
increase to the base for 2018/19, reducing to c£400k pa from 2021/22 onwards. 
The details of these are contained within Appendix 2.  

4.16 The single largest pressure relates to budget changes around the Waste and 
Recycling service. Taken together, these come to c£140k in 2018/19 reducing to 
c£90k by 2022/23. This includes the impact of a £200k pa saving which had been 
built into base budgets on the assumption that the service would be able to make 
efficiencies. The growth reflects that this efficiency target has only partially been 
met.  The service is currently being reviewed following the roll out of 5 stream 
recycling to the majority of the district. This is part way along the approved direction 
of travel for the service which included further initiatives such as the development of 
a recycling depot in Ulverston and possible collection of food waste. A detailed 
business case is being developed for the next phase of the service including a 
review of the implementation to date.  

4.17 In addition, the Council has seen significant cost pressure in relation to 
Homelessness. This mainly relates to the end of the Social Lettings Scheme due to 
changes in the funding mechanism. This scheme generated a net £70k contribution 
which will end for 2018/19 onwards. In addition, the level of work eligible for 
Supporting People funding has been lower than anticipated and so the income 
budget needs reducing by £25k pa in line with current monitoring. 

4.18 The other major pressure relates insurance costs. These are projected to increase 
by £57k for 2018/19 and c£100k from 2019/20 onwards. These reflect both 
anticipated increases to insurance premium tax and to the underlying premiums, 
reflecting the national trend. 

4.19 There may also be some pressure around the Council’s Microsoft license 
agreements. The current licenses were procured through a large public sector 
framework which is due to end. Depending on whether a similar purchasing 



arrangement can be put in place, there may be a further c£60k pa additional cost. 
This will be kept under review with any further information fed into subsequent 
budget reports. 

2018/19 GROWTH PROPOSALS  

4.20 The detail of revenue growth items is included at Appendix 3. These total £270k 
and relate to one off items of expenditure within 2018/19 budgets. Until specific 
savings proposals to balance the 2018/19 budget have been identified, no 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).  

4.21 The single largest area of Growth bids relates to Economic Development activities 
(£220k). This includes growth bids to develop options around Grange Lido (£140k), 
a strategic review of car parking (£50k) and continuation of the Promoting South 
Lakeland budget (£30k) to support local events. It is proposed that these are funded 
through the use of the NDR Pool reserve, which is set aside specifically to support 
economic development.  

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

SAVINGS PROPOSALS 

4.23 A number of savings proposals have been brought forward as part of the budget 
exercise. These total £203k for 2018/19 rising to c£270k thereafter. These are 
detailed in Appendix 4.  

4.24 £42k of these savings relate to the Customer Connect Programme for 2018/19, 
rising to £59k thereafter. £22k of savings from the project had already been 
identified within the 2017/18 base budgets. Overall, the Customer Connect 
programme is anticipated to generate recurring annual savings of c£850k once fully 
implemented with half of this within 2018/19. A further c£360k of savings at this 
stage are due to be delivered in 2018/19 with c£770k of savings to be delivered in 
future years. This target is subject to the outcome of the review of Planning, 
Building Control and Land Charges which has been undertaken during the last year 
as part of the Customer Connect Programme (CCP). This target in this year will be 
reviewed when that work has been finalised to produce the savings level and 
profile. The efficiencies delivered through the CCP will significantly off-set the 
deficits set out in Table 1. 

4.25 The amount and nature of the savings identified above are considered reasonable 
and deliverable from 2018/19. If there is any adjustment required to the timing of 
delivery, this will be managed through one off contributions to/from reserves. 

4.26 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. Updates will be provided in subsequent budget reports. 

 

 

 



FEES AND CHARGES 

4.27 The MTFP assumes that income to be generated from fees and charges will total 
£9.9m per annum for 2018/19. This figure has been adjusted to reflect the budget 
savings from Appendix 4, where these relate to fees and charges. 

4.28 The 2018/19 car parking income budgets have been inflated by 2% in line with the 
MTFP. Monitoring for 2017/18 suggests that the current level of demand will 
generate income sufficient to meet the 2018/19 target without any change to the 
main tariffs. Hourly rates have been frozen on most car parks since April 2011. 
Future years also have 2% growth in the income budgets built in, consistent with 
the MTFP. This is subject to annual review.  

4.29 Cabinet on 13 September 2017 approved a number of changes to car park tariffs 
and opening times in Kendal on a trial basis to 2 January 2018 to help mitigate the 
impact on residents, visitors and the general economic well-being of Kendal 
following the closure to vehicles of land at New Road Common, Kendal.  It was 
estimated that there would be a reduction in income of £11k during the period of 
the trial, or £720 per week.  The trial has not yet run for the full period but the total 
reduction in income to the 22 November 2017 was lower than expected at £1,588, 
the majority of which relates to Westmorland Shopping Centre car park.  There has 
been additional costs of £500 per month for security at South Lakeland House and 
additional staffing cost of £3k per month at Westmorland Shopping Centre car 
park.  It is proposed that the trial charges are extended until 31 March 2018 but the 
closing time for Westmorland Shopping Centre car park reverts to those times 
previously operated,19.00hrs Monday to Saturday and  17.30 on Sundays, and for 
South Lakeland House car park reverts to 18.30 hrs, both from the 3rd January 
2018.  The additional cost of this extension to the trials is estimated to be under 
£5k. This cost can be met by a virement from 2017/18 car park income which, over 
the whole district, is higher than budgeted.  

4.30 Lake Administration Committee considered fees and charges on 6 October 2017. 
Licensing Committee considered its fees 7 November 2017.   

4.31 The full fees and charges listing to date, is presented at Appendix 5. 

4.32 There have been no material changes to the position reported to Cabinet on 25 
October 2017, with no additional pressures expected in relation to achieving the 
income budgets from fees and charges. 

TREASURY MANAGEMENT 

4.33 The Department of Communities and Local Government (CLG) have released 
consultation on the changes proposed to the Statutory Guidance on Minimum 
Revenue Provision (MRP), this closes on 22 December 2017 and is expected to be 
in place for the 2018/19 financial year. MRP is the revenue cost of the capital 
scheme which is not funded by capital receipts, grants or contributions. The 
consultation makes numerous changes including a cap on the asset life to be used 
in the calculations of MRP. There are still questions around how this will be 
applied, but the estimated annual financial impact for the Council is not expected to 
be significant.  An initial adjustment may be required for which it would be possible 
to use the debt redemption reserve to offset any backdated adjustment required.  

4.34 In the second half of December the Chartered Institute of Public Finance and 
Accounting (CIPFA) will be issuing revised Prudential and Treasury Management 
Code of Practices. This introduces a Capital Strategy to be agreed by members, 
along with changes to prudential indicators and the inclusion of an appendix on 



non-treasury investment activities in the treasury management Strategy.  The Non-
Treasury investment activities include loans to third parties and investment 
properties. These changes will be included in the strategies to be presented to 
January Overview & Security Committee, and February Cabinet and Council. 

5. COUNCIL TAX  

5.1. Central government’s policy around Council Tax changed during the 2016/17 
finance settlement. It moved from incentivising Council Tax freezes to assuming 
increases in Council Tax as part of the overall financial resources Council’s would 
utilise. The MTFP assumes Council tax will continue to rise by £5 per annum, per 
band D property (this equates to 2.69%, CPI inflation is currently 3%). The power 
to charge the higher of 2% or £5 was included as part of the 2016/17 settlement 
and it is anticipated that this power will continue for 2018/19.  Full details of the 
settlement, including limits around Council Tax are likely to be provided with the 
Local Government Finance Settlement figures in December 2017. 

5.2. Each 1% increase in Council Tax generates an additional £84k of income to the 
Council.  If the Council Tax were to be frozen in 2018/19 at existing levels an 
additional £226k of savings would be required to balance the General Fund.  If 
Council Tax were to be frozen until March 2023 the total annual shortfall in income 
for 2022/23 would be £1.2m and the Council would have foregone £3.4m of income 
over the 5 year period.  

5.3. The Chancellor announced in the Budget that Councils will be given the option to 
increase the premium on empty homes from 50% to 100%.  However, no detail has 
yet been published about when, or how, this would take effect.   

5.4. The MTFP assumes an increase in the Council tax base of 250 band D properties 
for 2018/19. At £190.63 per band D this is equivalent to an additional £48k of 
Council tax each year for this Council. The actual tax base for 2018/19 will be 
calculated in December 2017 and will be included in future budget reports. This will 
also include any distribution of anticipated surpluses or deficits from 2017/18. 

6. CAPITAL PROGRAMME  

6.1. Proposals for new areas of capital expenditure were considered by Portfolio 
Holders on the 3 October 2017 and were prioritised with reference to the funding 
available. The resulting proposed capital programme is presented at Appendix 6. 
A summary of the proposed capital expenditure up to 2022/23 is shown below: 

Table 2: Summary Draft Capital Programme Expenditure 

2017/18 
Revised 

2018/19 2019/20 2020/21 2021/22 2022/23 Total 
2017/18 to 

2022/23 

£000 £000 £000 £000 £000 £000 £000 

9,653.8 4,028.3 3,440.1 2,120.3 1,903.8 2,116.0 23,262.3 

 

6.2 There were a number of capital bids prioritised. These include: 
 

£1.18m in relation to structural works on Grange Promenade 
£335k in relation to maintaining car parking surfaces 
£215k in relation to extending Braithwaite Fold Caravan Park on the basis of 

increasing income generation (net £54k pa), £25k of this to be 
incurred in 2017/18 

 



6.3 In addition, £140k is required to support upgrades to the Council’s car parking 
machines.  Due to changes in industry standards around the protection of 
credit/debit card data, the card readers within the Council’s machines need 
upgrading. This is required for business continuity and can be funded from the 
2017/18 car parking income. 

6.4 Further to investigations into increasing car parking capacity in Kendal, land off 
Parkside Road has been identified for a potential parking area of 41 spaces.  The 
scheme is still subject to design work and planning approval.  The estimated cost 
of the work will be £164k of which £13k for design will be incurred in 2017/18 and 
can be funded from the 2017/18 car parking income.  The remaining £151k 
relating for the scheme implementation would take place in 2018/19 and be funded 
from capital resources.     

6.5 There may be some resource implications from the Strategic Asset Review that 
Lambert, Smith Hampton were tasked to carry out in their first year of the contract 
with the Council. These implications will come forward when that work has been 
completed, which is estimated to be December 2017. 

6.6 There are a number of significant potential additional service areas and schemes 
to be added to the capital programme that have yet to be prioritised and or 
allocated a capital and or revenue budget. These schemes would lead to 
additional capital budget costs on top of those presented in Appendix 6. These 
include: 

a) Car Parking Strategy - a review is planned to look at the provision of Car 
Parking across the district. This will include detailed proposals around a 
number of issues including consideration of the potential for new sites at 
Oxenholme, Arnside and Kendal. The potential for double decking of existing 
sites; surfacing options at Braithwaite Fold and the siting of electric charging 
points.  £50k has been included within the revenue growth items to cover the 
cost of expert consultants to deliver the strategy and costed options. 

b) Rydal Road Car Park access options – existing estimates of c£500k are 
being reviewed. The Parish Council will be consulted with regards to the 
options. The Business Case for the options are being developed for further 
consideration before inclusion in the Budget.  

c) Ulverston Leisure facilities options are being reviewed following the recent 
announcements by GSK of their intention to divest from their Ulverston site. 
Although there is significant uncertainty around the scheme, a revenue 
budget of £100k is being considered for the SLDC contribution to potential 
development costs.  

d) SLDC accommodation options are currently being considered as part of the 
Customer Connect Programme.  £50k has been proposed as a revenue 
growth bid to support development of options around South Lakeland House, 
subject to a final decision around public sector hub proposals. The capital 
cost of any improvements is likely to be significant and a range of options 
setting out the Business Case for each will be provided to enable an 
affordable solution to be delivered. 

e) Grange Lido development options are being considered; £140k is included 
within revenue growth to support development of these options. 

f) Affordable and Community Housing have a significant amount of existing 
capital resources to call on through income from Right to Buy receipts and 
the Community Housing Fund. Further detail on the use of these resources is 
elsewhere on the Cabinet agenda for 13 December 2017.  The capital 



programme has been amended to reflect the revised spending proposals for 
existing affordable housing programme.  Plans are being developed to 
ensure that the Community Housing Fund allocation is spent and specific 
proposals will be brought forward in subsequent budget reports to ensure the 
relevant capital budgets are correctly reflected in the capital programme.  
The proposal to introduce loans from RTB replacement fund will be included 
in the capital programme when the proposal has been approved. 

g) The Council has been asked to consider acting as accountable body for 
ERDF funded flood defence works. It is expected that this would be fully 
funded but would lead to significant capital budgets being included in the 
Council’s programme. Further details will be included in subsequent budget 
reports. 

h) New Road - the outcome of the consultation will result in revenue and capital 
costs which are not as yet included in this Budget Report. 

i) The review of the Kendal depot location is also not included as yet. A report 
setting out the likely financial implications and benefits and timescales will be 
provided in due course. 
 

6.7 A summary of the draft capital programme funding is in the table below. This 
shows the proposed use of capital resources in support of the capital programme 
(see Appendix 6). 

Table 3: Capital Funding 2017/18 to 2022/23 

  
Balance April 

2017 
£000 

Income 
£000 

Use in capital 
programme 

£000 

Potential 
Balance March 

2023 
£000 

General         

Usable Capital Receipts 2,868 420 -2,252 1,036 

VAT Shelter receipt 846 1,250 -904 1,192 

New homes bonus (capital)**** 754 2,482 -2,908 328 

         

Earmarked or allocated        

Revenue (LIPS) 0 1,636 -1,636 0 

IT replacement reserve 112 440 -475 77 

Major Repairs Reserve 598 700 -607 691 

Insurance contributions 0 99 -99 0 

General Revenue contributions 531 2,282 -2,288 525 

Cap grants and contributions (inc S106) 443 563 -914 92 

Disabled Facilities Grants 241 3,648 -3,889 0 

Community Housing Fund* 2,121 0 -490 1,631 

Right to Buy receipt** 3,071 4,200 -751 6,520 

Borrowing        

Funding from borrowing***. 0 6,048 -6,048 0 

Total 11,585 23,768 -23,262 12,091 

 
*Ring fenced for Community Housing Schemes, £2.36m less £235k funding revenue budgets, it is anticipated that this will be 
fully spent; capital budgets will be included once the timing and amount of expenditure are clear, see 6.5 above. 
**Ring fenced to support replacement of affordable housing; discussions with partners are ongoing around the potential use 
of these funds 
***'Prudential Borrowing'; this may not result in taking on new loans but requires revenue charge to cover the cost over the 
assets' life 
****Subject to annual confirmation and settlement 
 

6.8 Once receipts earmarked for specific purposes are removed, this shows that the 
programme has a modest element of unallocated resources, however, as noted at 



6.5 above, there are a number of potentially significant unavoidable schemes that 
might need to make a call on these.  

6.9 A high proportion of the unallocated resources relate to income from the Right to 
Buy Receipts. The Council is currently developing a programme with partners that 
may use this as a basis for granting low cost finance but on a loan basis rather 
through grant giving. The details of this are under development and an update will 
be provided in subsequent Budget reports.  

6.10 Although the capital programme contains estimates of expenditure for future 
years, these rely on the income budgets being met (eg New Homes Bonus, Right 
to Buy and VAT shelter). All elements of the programme, and particularly those 
areas with recurring budgets, will be reviewed annually with reference to the actual 
resources available. 

6.11 It was reported in the Quarter 2, 2017/18 Monitoring Report that certain elements 
of the capital programme would be underspent in year and would require re-
profiling into subsequent years. These are reflected in Appendix 6 within the 
updated 2017/18 programme along with other schemes where the need for re-
profiling has been highlighted, as part of the budget process.  

6.12 Community Infrastructure Levy (CIL) is not currently reflected in the capital 
programme or its funding. The Council has started to receive modest levels of 
income from CIL. The governance arrangements over when and how to allocate 
this and the Infrastructure Delivery Plan were approved by Cabinet on 13 
September 2017. 

6.13 Appendix 1a shows the current estimates in relation to NHB income. 40% of this 
currently supports the Members small grants scheme and Locally Important 
Projects whilst 60% of this is earmarked to support other capital schemes. It has 
been judged appropriate that some capital schemes may be suitable for LIPS 
funding. The Kendal Castle Scheme (£42k in 2018/19) and Burton Heritage Grant 
scheme (£35k in 2019/20 and two years thereafter) have been included on the 
basis that they are funded through LIPS. In addition, the Grange Promenade 
scheme is currently assumed to be funded through NHB.  

6.14 Table 1 includes some increases to MRP in the final year of the financial model. 
These increases reflect the rolling vehicle and plant programme which is still 
building up to a maximum of c£1.1m pa in MRP charge. 

7. RESERVES AND WORKING BALANCE  

WORKING BALANCE 

7.1 The Council’s working balance at 1 April 2017 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. 

OTHER RESERVES 

7.2. 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 2017 was £8.3m including £989k of expenditure carried-forward from 
2016/17 to 2017/18 onwards and £756k set aside for the costs of flood 
remediation works.   



7.3. 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. 

7.4. 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. 

7.5. Appendix 7 shows the latest risk-based calculation of a minimum recommended 
working balance and General Reserve for 2018/19.  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.  

7.6. Part of the base budget is a £200k recurring contribution into the General Reserve. 
As part of the current budget process, a number of pressures have been identified 
around the condition of Council Assets. It is therefore proposed to reduce the 
recurring General Fund contribution by £100k pa and increase the Major Repairs 
Reserve contribution by £100k pa, from 2019/20 onwards. 

7.7. 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.  

7.8. The Statutory Duties Reserve consists of an original sum of £150k set aside for 
legal and other statutory requirements with delegation to Senior Management 
Team to approve the use of the monies, topped back up at year end if necessary.  
The use of these amounts is reported as part of the Corporate Financial Monitoring 
process. 

7.9. The Council holds a number of other reserves for various reasons.  Appendix 8 
summarises the individual reserves, their purpose and their expected balances and 
movements 2017/18 to 2022/23. 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. 

7.10. Table 4 summarises the projected balances on reserves and the working balance 
at the end of each financial year. 

  



Table 4: Projected Balance on Reserves 

  31/03/2017 31/03/2018 31/03/2019 31/03/2020 31/03/2021 31/03/2022 31/03/2023 

  £000 £000 £000 £000 £000 £000 £000 

General Reserves (9,680) (7,356) (6,771) (6,812) (6,924) (7,105) (7,251) 

Capital Reserves (1,995) (1,917) (1,480) (1,502) (1,519) (1,542) (1,620) 

Earmarked Reserves (5,101) (3,675) (3,208) (3,145) (3,145) (3,145) (3,145) 

Total Reserves (16,776) (12,948) (11,459) (11,459) (11,588) (11,791) (12,015) 

Working Balance (1,500) (1,500) (1,500) (1,500) (1,500) (1,500) (1,500) 

Total Reserves and Working 
Balance (18,276) (14,448) (12,959) (12,959) (13,088) (13,291) (13,515) 

 

8 NEXT STEPS 

8.1 This draft Budget Report will be updated as both internal and external issues 
become clearer. The finance settlement, including the impact of any 4 year 
settlement agreement and adjustments to business rates multiplier and tariff, will 
be reflected in the final budget proposals to be presented to Cabinet on 7 February 
and Council 27 February 2018.  

8.2 The Government has already announced changes to the business rates funding 
system for 2020.  As well as the abolition of the 50% central share of business 
rates retained by the Government to replace certain grants the Government is 
reviewing the needs formula which will control how much business rates will be 
retained locally.  A national working group including the Department of 
Communities and Local Government (DCLG), HM Treasury, the Local 
Government Association (LGA), professional organisation and representatives of 
interested groups such as the District Council’s Network (DCN) meets to discuss 
the proposals which are badged as the Fair Funding Review.  These 
developments will be monitored and fed into the MTFP as the details are clarified. 

9 CONSULTATION 

9.1 This report provides a first draft of the budget for 2018/19 to 2022/23. This will be 
subject to the statutory four week period following the 19 December 2017 Council 
meeting. 

9.2 Further reports on the budget will be produced including Lake Administration 
Committee, Planning Committee & Licensing Committee and Overview and 
Scrutiny in January 2018.  The Overview and Scrutiny Committee will be asked to 
consider this first draft Budget Report at its January 2018 meeting. 

10 ALTERNATIVE OPTIONS 

10.1 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 2018/19. An alternative option would be to reject some of the proposals; this 
would then require further work to ensure a balanced budget was set. 

11 LINKS TO COUNCIL PRIORITIES 

11.1 This report sets out a first draft budget that provides resources to implement the 
Council Plan.  Setting a sound framework for budget preparation assists in the 
delivery of all corporate outcomes.  This strategy has been developed within the 
context of the MTFP. 



12 IMPLICATIONS 

12.1 Financial and Resources 

12.1.1 The draft budget 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.  

12.2 Human Resources 

12.2.1 This report has no direct impact on the staffing of the Council; individual savings 
and growth proposals may have direct staffing implications. 

12.3 Legal 

12.3.1 This report has no direct legal implications at this stage but individual proposals 
resulting from this report may have direct legal implications. 

12.4 Health, Social, Economic and Environmental 

12.4.1  

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

Yes ☐ No ☒ 

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

Yes ☐ No ☐ 

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

This report contains proposals to set a 
balanced budget for 2018/19 which will be 
subject to further consultation. Specific 
issues that require HSEEIAs will be 
addressed within the final budget proposals 
presented to Council 27 February 2018. 

 

12.5 Equality and Diversity 

12.5.1  

Have you completed an Equality 
Impact Analysis? 

Yes ☐ No ☒ 

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

This report contains proposals to set a 
balanced budget for 2018/19 which will be 
subject to further consultation. Specific 
issues that require EIAs will be addressed 
within the final budget proposals presented 
to Council 27 February 2018. 

 

  



12.6 Risk 

Risk Consequence Controls required 

Failure to create a 
balanced and 
sustainable budget by 
February 2018 

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. 

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.   

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