
 

 

 

 

 
 

COUNTY COUNCIL 

Meeting date: 13
th
 February 2014  

From: Deputy Leader  

 

BUDGET 2014/15 AND MEDIUM TERM FINANCIAL PLAN AND 
CAPITAL PROGRAMME 

PART A - RECOMMENDATION OF CABINET  
 

On 30th January 2014, Cabinet agreed the budget proposal for recommendation 
to Council after consideration of the results of the budget consultation 
process. Council is asked to agree the recommendations set out in Section1. 

1.0 RECOMMENDATIONS  

1.1 Council agrees to accept the Council Tax Freeze Grant for 2014/15 
resulting in  :- 

i. The Council Tax Requirement for 2014/15 of £185.778m and 
precepts on the District Councils as set out in the table below:  

Table 1 – Precepts  £ 

Allerdale 33,071,285 

Barrow 20,762,823 

Carlisle 36,023,098 

Copeland 22,743,692 

Eden 22,379,248 

South Lakeland 50,798,748 

 

ii. The following levels of Council Tax for each property band. These 
are unchanged from 2013/14. 

Table 2 – Council Tax Levels  
 

£ 

Band A (up to £40,000) 774.33 

Band B (£40,001 to £52,000) 903.39 

Band C (£52,001 to £68,000) 1,032.44 
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Table 2 – Council Tax Levels  
 

£ 

Band D (£68,001 to £88,000) 1,161.50 

Band E (£88,001 to £120,000) 1,419.61 

Band F (£120,001 to £160,000) 1,677.72 

Band G (£160,001 to £320,000) 1,935.83 

Band H (£320,001 and over) 2,323.00 

 

1.2 Council agrees the 2014/15 Revenue Budget including the Net 
Revenue Budget Requirement for 2014/15 of £395.877m which 
includes the following:- 

i) The Medium Term Financial Plan (set out in Appendix A) 
which provides the context for the 2014/15 budget 
requirement.  

ii) The Capital Budget for 2014/15 of £85.762m, set within the 
rolling programme of £156.337m (2014 - 2019).  

iii) The School’s Budget of £324.762m. 

iv) The use of reserves and levels of forecast reserves contained 
in the MTFP.  

v) The fees and charges schedule for 2014/15 as set out in 
Appendix E.  

vi) The establishment of the fairer charging weekly ceiling per 
week for non-residential care services to be equivalent to the 
cost of the lowest residential band cost, ensuring consistency 
across both care sectors, at £372 per week from 1st April 2014.  

  
1.3 Council agrees the Treasury Management Strategy for 2014/15 which is 

set out in Appendix G, specifically the :- 
 
a) Treasury Management Strategy at Appendix G Section 4 (including 

the borrowing strategy is set out in Section 4.4).  

b) Annual Investment Strategy Statement at Appendix G Section 5 
(including the revision to the limit on placements with non-UK  
countries from 10% to 20% at any time). 

c) Prudential Indicators at Appendix G Section 6.  

d) Minimum Revenue Provision (MRP) Policy Statement at Appendix 
G Section 7. 

1.4 Council agrees the adoption and publication of the Statutory Pay Policy 
Statement set out in Appendix I. 

 

Jo Stephenson 
Deputy Leader (Portfolio Holder for Finance) 
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PART B - ADVICE OF CORPORATE DIRECTOR – RESOURCES 
 

2.0 EXECUTIVE SUMMARY 

2.1 The purpose of this report is to present to Council the Medium Term 
Financial Plan (MTFP), as recommended by Cabinet on the 30th January 
2014, which sets out the Council’s revenue and capital spending plans 
from 2014-2017. The MTFP is attached at Appendix A. In addition to the 
MTFP, the report sets out the Council’s Budget for 2014/15 and the 
Council Tax Requirement for 2014/15.  

2.2 The Medium Term Financial Plan (MTFP) is the financial expression of 
the Council Plan. Taken together they demonstrate how the Council 
intends to align its priorities with its resources to deliver outcomes for 
the people of Cumbria for the next three financial years, 2014/15 to 
2016/17. Resource planning continues to be undertaken against a 
backdrop of reductions in funding from Government. The Council has 
had to save £88m from its revenue budgets over the last three financial 
years and this Medium Term Financial Plan for the next three years sets 
out a savings requirement of another £89m.   

2.3 The Revenue Budget for 2014/15 (gross expenditure less specific grants 
and fees and charges) is £395.877m. The budget is based on the 
assumption that there is no increase to the County Council’s element of 
Council Tax for 2014/15. Council is asked to agree to accept the Council 
Tax Freeze Grant offered by Government. This would result in a Council 
Tax Requirement for 2014/15 of £185.778m and, if the Council Tax Freeze 
Grant was accepted, the annual Council Tax on a Band D property would 
remain unchanged at £1,161.50. This would represent the fourth year of 
no increase to Council Tax. 

2.4 The draft Budget 2014/15 takes into account new savings of £24.375m to 
ensure a balanced budget is presented for consideration. Further 
savings of £8.695m in 2015/16 and £6.490m in 2016/17 have been 
identified.  Savings still to find of £26.026m are estimated for 2015/16 and 
£23.306m for 2016/17. This represents a total of £49.332m of additional 
savings to be found over the two years, and for the updated three year 
MTFP, a savings requirement of £89m.  

2.5 Following the Draft Local Government Finance Settlement issued on 18th 
December, there was £1.416m of revenue resource available. This has 
been utilised to fund the withdrawal of the overview and scrutiny saving 
(£0.040m) and provide transitional funds (£1.376m) to support the 
introduction of the transport and parking savings and support the 
introduction and delivery of the universal free school meals for infants 
policy in 2014/15. This is one-off transitional funding.  

2.6 Also due to the funding arrangements for local government introduced in 
2013/14, there remain uncertainties within this revenue budget as 
presented. Final figures from District Councils in relation to locally 
Retained Business Rates are awaited as is the final Revenue Grant 
Settlement from central government. Council will receive an update at 
the meeting of the impact of these final notifications.  
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2.7 Consultation and engagement on the budget propositions commenced 
with the public on 17th October. Sessions have been held with Trade 
Unions, Business and Voluntary Sector and other key stakeholders.  
This information is still being reviewed. The summary of the responses 
received from the consultation is set out for Council’s consideration, in 
Appendix D.   

2.8 The Capital Budget for 2014/15 is £85.762m (inclusive of £11.822m of 
new schemes proposed in this report). This is set within an overall 
capital programme of £156.337m over the five years. Details are 
contained within the MTFP and attached at Appendix F are the details 
relating to the new capital schemes. 

2.9 In agreeing the Budget for 2014/15, Council is also required to agree its 
Treasury Management Strategy for 2014/15 setting out the Council’s 
approach to cash management, long-term borrowing and investment of 
cash and this is set out in Appendix G. 

2.10 Council is asked to agree the Fees and Charges Schedule (set out in 
Appendix E) and be informed of the allocation of budgets to Local 
Committees (set out in Appendix H).  

2.11 In proposing the Budget to Council, the AD-Finance, in her capacity as 
the Council’s Section 151 Officer has considered the robustness of the 
estimates used in determining the MTFP and Council Tax requirement for 
2014/15 and the adequacy of Council reserves to meet the known 
financial risks facing the Council over the medium term. The MTFP 
assumes the level of General Fund Balance (i.e. General revenue 
reserves) is no less than £15m.   

 

3.0 STRATEGIC PLANNING AND EQUALITY IMPLICATIONS  

3.1 The strategic planning cycle is the process which drives the 
development of the Council Plan and Budget. The process of reviewing 
and refreshing the Council’s priority outcomes in light of the changing 
socio-economic context means that resources can be directed to where 
they are most needed. Directorates can then shape services to deliver 
outcomes in the most effective and efficient way. 

3.2 The priorities for the Council are set out in the Council Plan 2014-17 
which is to be considered elsewhere on today’s agenda. These priorities 
shape and have driven the work of the Council and the strategic planning 
process for 2014/15.   

• To safeguard children, and ensure that Cumbria is a great place to 

be a child and grow up. 

• To enable communities to live safely and shape services locally. 

• To promote health and wellbeing, and tackle poverty. 

• To protect and enhance Cumbria’s world class environment. 
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• To provide safe and well maintained roads and an improved 

transport network. 

• To promote sustainable economic growth, and create jobs. 

• To support older and vulnerable people to live independent and 

healthy lives. 

• To be a modern and efficient council 

3.3 Equality Impact Assessments (EIA’s) – All budget proposals have been 
subject to an Equality Screening Process. As a result six EIA’s have 
been undertaken:  

a) Workforce Implications 

b) Efficiency in Children’s Services  

c) Review of Transport policies (Post 16 transport)  

d) Cease to subsidise bus services and instead work with 
communities to find community transport solutions  

e) Trading Standards – Reducing non statutory functions 

f) Integrating Health and Social Care  

3.4 Individual EIAs are detailed in Appendix C.  

3.5 Overall the EIA’s suggest that the Budget can proceed subject to 
delivery of the action plans for each EIA in 2014/15.  

4.0. BACKGROUND  

4.0.1 The Council is required to approve the Council’s budget for 2014/15. This is 
set within the context of the Medium Term Financial Plan (MTFP) 2014-17. 
The MTFP is set out in Appendix A.  The MTFP is intended to be a stand-
alone document and it is the financial expression of the Council Plan 
contained elsewhere on today’s agenda.  

4.0.2 This covering report provides a structure to support Council’s consideration of 
the budget and MTFP and includes other supporting appendices. It is 
prepared to enable Council to approve a balanced budget for 2014/15, the 
Council Tax Requirement for 2014/15 and to provide the resource context for 
the planning of services over the next three years.  

4.1 UPDATE FROM CABINET – 30th January 2014  

4.1.1 Cabinet agreed on the 30th January 2014 to recommend to Council a revised 
budget position for 2014/15 that included the withdrawal of the overview and 
scrutiny saving (£0.040m). This is a permanent change to the revenue budget 
and has resulted in the saving to find for 2015/16 increasing by £0.040m to 
£26.026m. Added to the savings to find for 2016/17 of £23.306m this results in 
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a total of £49.332m of savings still to be identified over the period of the 
MTFP.  

4.1.2 Cabinet also agreed the provision of transitional funds (£1.300m) to support 
the introduction of the transport and parking savings. In addition it was agreed 
that £0.076m and support the introduction and delivery of the universal free 
school meals for infants policy in 2014/15. This is represents one-off 
transitional funding for 2014/15 only. 

4.1.3 Cabinet also agreed to recommend to Council an amended Risk Based 
Reform of the Fire and Rescue saving proposal but the amendments result in 
no change to the value of the saving proposal.  

4.1.4 All other saving proposals were accepted and the details are provided in 
Appendix B.  

4.1.5 The final Local Government Financial Settlement was announced on 5th 
February. It will be debated and is expected to be confirmed by Parliament on 
12th February. The Council will be updated verbally at the meeting on the 
results of this process and any consequential impact on the grant funding will 
be explained.  

4.1.6 On the 30th January Government announced that the Council had been 
successful in its bid for funding from the national Go Ultra Low campaign 
although the grant notification has not yet been received. The revenue grant to 
be received for 2014/15 is £412,500 with an additional £150,000 across 
2015/16 and 2016/17. The awarding of this grant, which will attract an 
additional 25 per cent of private sector funding to take the total project value to 
more than £750,000, will see electric car charging points installed in Carlisle, 
Penrith, Kendal, Barrow, Workington, Whitehaven, Keswick, Millom and 
Cockermouth. 

 
4.2 Advice and background is presented to Council in this report in respect of: 

• Budget Context – National and Local  

• Medium Term Financial Plan 2014-2017 – Revenue spending plans  

• Medium Term Financial Plan 2014-2017 – Capital spending plans 

• Medium Term Financial Plan 2014-2017 – Treasury Management Strategy  

• Statement of Robustness, Adequacy of Reserves and Budget Risk  

• Pay Policy Statement 2014/15 
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Budget Context – National and Local 

4.3 The current economic context remains extremely challenging. Strategic 
planning continues to be undertaken against a backdrop of reductions in 
funding from Government. The Council has had to save £88m from its revenue 
budgets over the last three financial years. The Chancellor’s Budget 
Statement in March 2013 continued the austerity programme which was 
reflected in the Comprehensive Spending Review 2010.  

4.4 Council received a report at its meeting of 11th September 2013 which 
indicated that the likely savings target required for the coming three year 
period, 2014-15 to 2016-17 would be £80 million. This was the basis of the 
Council’s budget consultation ‘Our Area, Our Future’ launched on 17th 
October. The budget consultation document assumed that the Council would 
accept the Council Tax Freeze Grant (equivalent to a 1% increase in Council 
Tax) and not increase Council Tax rates in 2014/15, although the existing 
Medium Term Financial Plan assumed a 2% increase in Council Tax. 

4.5 Since September, further work has been undertaken to determine the 
resource requirements of the Council through the development of the Council 
Plan (which is considered elsewhere on today’s agenda), service planning, in-
year budget monitoring, analysis of the Chancellor’s Autumn Statement (5th 
December) which set out the Comprehensive Spending Review for 2015 and 
the announcement of the Draft Finance Settlement on 18th December.  

Draft Financial Settlement (Dec 2013) 

4.6 At the meeting of Cabinet on 19th December, the Deputy Leader explained that 
as a result of the Draft Financial Settlement announced the previous 
afternoon, the Council expected the savings gap for the three year period to 
increase. For Cumbria the main headlines from the Draft Financial Settlement 
were:- 

• The Department for Communities and Local Government (DCLG) 
calculate that there has been a reduction in spending power of 2.2% in 
2014/15 and 0.4% in 2015/16  

• The reductions in Revenue Support Grant (RSG) for Cumbria are 
determined by the overall reduction of the Settlement Funding 
Assessment (SFA) and this has been reduced by 8.7% in 2014/15 
(£17.1m) and 13% in 2015/16 (£23.3m).  

• The Government announced that it will no longer pool £400m of New 
Homes Bonus to LEP’s outside of London in 2015/16. This was initially 
estimated as a £0.315m reduction in Council income in 2015/16.  

• The Efficiency Support for Services in Sparse Areas grant (ESSSA) will 
continue into 2014/15. For Cumbria this represents £0.680m additional 
grant for one year only.  

• Within the Spending Power calculations it was announced that the 
existing Welfare Assistance grant of £1.371m will cease in 2015/16. 
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• Confirmed the Chancellor would include the 2013/14 Council Tax freeze 
grant of £2.062m into the base in later years. It had been assumed that 
this grant would cease in 2016/17. 

• A Council Tax Freeze Grant (equivalent to a 1% increase in Council 
Tax), estimated at £1.850m, would be available for 2014/15 and 2015/16 
which will be included in the base settlement funding. 

• Extra capital funding has been announced for schools’ basic need and 
the Council will receive £4.868m for 2015/16 and 2016/17. This is in 
additional to the £3.280m for 2014/15 already included in the capital 
programme. In total this is £8.148m over next three years. 

• Extra capital funding for the universal infant free school meal entitlement 
of £0.829m in 2014/15 to enable the improvement of school kitchen and 
dining facilities to enable schools to meet this provision 

4.7 As a result of detailed analysis of the Draft Financial Settlement and 
subsequent government announcements, the Budget Planning Gap 2014-15 
to 2016-17 is summarised in Table 3 as follows:- 

Table 3 – Budget Planning Gap 2014/15 2015/16 2016/17 Total 

 £’m £’m £’m £’m 

Original Savings Target (Oct) 24.415 31.263 24.227 79.905 

     

Changes – Draft Settlement (18th 
Dec) 

(0.939) 2.800 4.699 6.560 

Additional Changes – Draft 
Settlement (18th Dec)  

(0.499) 1.371 1.387  2.259 

Revised Savings Target excluding 
additional priority spend 

22.977 35.434 30.313 88.724 

Difference  (1.438) 4.171 6.086 8.819 

 

4.8 The Final Grant Settlement was received on 5th February 2014 but debate and 
confirmation by Parliament is not until 12th February. The Council responded 
to the consultation on the Draft Settlement which ended on 15th January.  

4.9 The Council also awaits final confirmation of expected Business Rates from 
the District Councils who collect these taxes. Under the Business Rate 
Retention scheme the Council will retain 10% of actual business rates raised 
in Cumbria. For budgeting purposes, business rate income is taken from 
forecasts provided by the District Councils. The revenue budget is presented 
using latest estimates from the District Councils. Final forecasts will be 
provided by the District Councils by 7th February 2014 in line with very recently 
extended DCLG deadlines. These could increase or reduce the expected 
income from Retained Business Rates for 2014/15. Council will be updated at 
the meeting and any consequential impacts will be explained. 
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Revised Budget Savings Gap 2014-17 

4.10 The Council has identified six budgets which require additional support to key 
projects and priorities and as a result of changes to grant funding received 
from Central Government. This totals £4.886m for 2014/15, reducing to 
£3.168m for 2015/16 and reducing to £2.668m in 2016/17.  Detailed templates 
for this additional spend on priority areas and changes to grant funding 
received are set out in Appendix B.   

4.11 This additional support includes: 

• Introducing the Living Wage for Council staff (£0.210m in 2014/15 – 
2016/17). 

• Investment in Children’s Services Improvement Plan (£0.672m in 
2014/15, £0.754m in 2015/16 and 2016/17). 

• Investment in Looked After Children Budget (£2.700m in 2014/15, 
£0.900 in 2015/16 and £0.400m in 2016/17).  

• Reduction in Traded Services Income Budget (£0.500m in 2014/15 – 
2016/17).   

• Investment in the highways budget reducing 2013/14 saving proposal 
(£0.300m in 2014/15 – 2016/17), making permanent the adjustment 
agreed by Council in May. 

• The Council will receive a reduced Extended Rights to Free Travel 
Grant of £0.504m from 2014/15, and this has been addressed in the 
2014/15 budget proposal.  

4.12 The Council has also identified a number of potential offsetting savings and 
received additional funding through the Draft Financial Settlement in 2014/15 
to support delivery of these additional spend requirements. These permanent 
and one-off savings total £4.864m in 2014/15. The additional spend 
requirements and savings are set out in detail in Appendix A - Medium Term 
Financial Plan.  

4.13 In addition, following the Cabinet meeting of 30th January, the budget 
proposed for Council’s approval today identifies a number of one off 
transitional funds to support the delivery of the 2014/15 savings. This results in 
expenditure of £1.376m for 2014/15 and detailed templates for these 
transitional funds are set out in Appendix B. The budget proposal also includes 
the withdrawal of the overview and scrutiny saving of £0.040m.  

4.14 These changes can be funded from the improvement in resources for 2014/15  
as set out previously in Table 3 and are summarised in Table 4 over the page.  

4.15 If we add these items to the savings gap reported in Table 3 (para 4.7), the 
Budget Savings Gap for 2014-17 has increased from £80m to £89m. This is 
the financial envelope for the Revenue Budget set out in the Medium Term 
Financial Plan (Appendix A). 



 

10 

 

 

Table 4 – Revised Savings Gap  2014/15 2015/16 2016/17  Total 

 £’m £’m £’m  £’m 

Revised Savings Target (Table 3) 22.977 35.434 30.313  88.724 

Additional Investment for 
priorities  

4.886 (1.718) (0.500)  2.668 

Additional one off Expenditure - 
Transitional Funds  

1.376 (1.376) 0  0 

Additional Savings identified 
(Permanent) 

(2.463) (0.020) (0.017)  (2.500) 

Additional Savings identified 
(2014/15 only) 

(2.401) 2.401 0  0 

Revised  Savings Target  24.375 34.721 29.796  88.892 

 

5 Medium Term Financial Plan 2014-17 – Revenue Spending 
Plans 

5.1 The Medium Term Financial Plan sets out the Council’s Revenue and Capital 
Spending Plans for the period 2014-17 and is attached as Appendix A. 

5.2 In 2014/15 and beyond, the Council will face significant financial pressures. 
This means that the Council must fundamentally transform the way it delivers 
its services. For the Council to continue to focus spending on its priorities, it 
has identified proposals for reducing spending and increasing efficiency 
across all the Council’s services. This will ensure that spending plans are 
affordable and match the money the Council expects to receive.  

5.3 In considering the Revenue Budget for 2014/15, the savings for 2014/15 
contained in the MTFP have been subject to public consultation and where 
possible, the Council has identified areas where it can reduce spending on 
support functions by working more efficiently so that it can protect front line 
services. 

Budget Consultation – Budget Savings and Council Tax 

5.4 Cabinet launched the Budget consultation, ‘Our Area, Our Future’ on 17th 
October. The consultation ran until 20th January. It included a Budget Planning 
Gap of £79.9m (£24.4m for 2014/15, £31.2m for 2015/16 and £24.3m for 
2016/17) with 35 budget propositions, which if they had been fully adopted, 
would have resulted in £39.6m of savings.  

5.5 The Budget consultation ran alongside consultation on the Council Plan, which 
is considered elsewhere on today’s agenda. Appendix D sets out the response 
to consultation taken and a summary of the responses to Budget consultation.  

5.6 The consultation also asked the public and stakeholders to comment on the 
Council Tax, as the savings gap assumed that the Council would accept the 
Council Tax Freeze Grant (equivalent to a 1% increase in Council Tax) and 
not increase Council Tax rates in 2014/15, although the existing Medium Term 
Financial Plan assumed a 2% increase in Council Tax.  
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5.7 On 26th June 2013 the Chancellor, as part of the Spending Review 2013, 
announced his intention that the referendum limit for Council Tax increases for 
2014/15 would be set at 2%. Unless the referendum limit changes, this means 
that for 2014/15, local authorities seeking to increase council tax levels by 
more than 2% will be required to gain approval through a local referendum. 

5.8 However, there have been indications that the Minister of State is minded to 
lower the threshold for a local referendum to 1.5%. At the time of writing this 
report we still await the Ministerial announcement from DCLG.    

5.9 In relation to Council Tax, Council is asked to accept, for 2014/15, a fourth 
year of the Council Tax Freeze Grant. The MTFP sets out the Council Tax 
Freeze Grants accepted by the Council since 2011/12. 

5.10 The Medium Term Financial Plan summarises the savings included in the 
2014/15 Budget and 2015/16 and 2016/17 budget. The detailed savings, 
priority spend templates and transition fund templates are attached as 
Appendix B to this report. 

5.11 The MTFP sets out how savings of £39.560m will be achieved over the three 
year period. £24.375m of savings are included in setting the budget for 
2014/15, with a further £8.695m and £6.490m in the following two years.  

Table 5 – Savings still to find     

 2014/15 2015/16 2016/17 Total 

 £’m £’m £’m £’m 

Revised  Savings Target (Table 4 ) 24.375 34.721 29.796 88.892 

     

Budget Savings Proposed By 
Cabinet  30th Jan 14   

(24.375) (8.695) (6.490) (39.560) 

Savings Still to Find 0 26.026 23.306 49.332 

 

5.12 Plans for the remaining £49.3m of savings will continue to be developed and 
will be reflected in the annual revisions to the MTFP when the Budget is 
considered by Council each year. 

Revenue Budget for 2014/15 

5.13 The Net Revenue Budget for 2014/15 is £395.877m. The Council is required 
to demonstrate that this Net Budget Requirement is matched by its sources of 
finance. After taking account of general grants and the Council’s share of 
locally retained business rates, the Council Tax Requirement for 2014/15 is 
£185.778m. 

5.14 In determining the Net Budget, estimated expenditure on services is offset 
against specific grants and income from fees and charges. 

5.15 For 2014/15, the level of General grants has increased within the budget from 
£7.595m in 2013/14 to £28.156m in 2014/15. This is due to a Central 
Government policy of issuing grants to Local Government that, although stated 
as being for specific purposes, are in fact non ring fenced grants and therefore 
require to be presented as general grants. Previously these grants would have 
been reported as specific grants as part of the Directorate gross budget. The 
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impact of this change in classification of these grants in effect switches these 
grants from being specific grants within the directorate gross budgets to being 
included  as general grants within the sources of finance.  

5.16 The recommended fees and charges increases for 2014/15 are linked to 
inflation assumptions and for 2014/15 they are assumed to increase by 2%. 
Where fees and charges are set by statutory bodies the relevant inflation 
factors have been applied. The Fees and Charges Schedule is set out in 
Appendix E. 

5.17 Where changes to fees and charges, other than statutory charges, are below 
or above assumed inflationary increases this is shown in the schedule.  

5.18 Council is asked to approve the Fees and Charges Schedule for 2014/15 set 
out in Appendix E. 

5.19 Council is also asked to approve the proposed change in respect of non-
residential care services that the fairer charging weekly ceiling be raised to 
£372 per week. This is equivalent to the cost of the lowest residential band 
cost and therefore does not provide a disincentive to move from non 
residential care to residential care services.  

5.20 Cabinet approved the approach for setting rates payable to independent 
residential care and nursing providers and approve the increase for 
independent sector rates of 2.7%, based on September 2013 CPI. This 
indexation is reflected in inflation assumptions set out in the Medium Term 
Financial Plan. In previous years this charge rate was included in the Fees 
and Charges schedule, but as it is a cost, it has been separated out for clarity. 

5.21 The proposed budgets as they relate to Local Committees were presented to 
the Leadership and Local Committees Chairs Meeting on 22nd January 2014 
and these are set out in Appendix H. The process by which Local Committee 
budget allocations are determined is that they are considered by County 
Council in total as part of the overall budget setting process, and individual 
allocations are agreed by Cabinet.   

5.22 As part of the saving proposals for 2014/15 there are changes proposed in 
respect of the Local Committee revenue budgets. It is proposed that all six of 
the Council’s Local Committees would see a cash reduction of 20% in relation 
to the Committees discretionary grant giving. However, Local Committees 
have discretion to manage their budget within the cash limits.  It is for Local 
Committees to decide exactly how to support the delivery of local priorities 
with their available budgets.  

5.23 It is also proposed to reduce the Local Committee highways revenue budgets 
by £2.500m, for 2014/15 only, but at the same time increase the capital budget 
that is delegated to them by the same amount. This means that the Local 
Committees will change the nature of some of the highways works they fund 
from maintenance to larger scale improvements. The changes to both the 
revenue and capital allocations are equivalent therefore for each Local 
Committee the level of reduction in highways revenue funding is equally 
matched to the increase in highways capital funding (£:£ match). 
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5.24 In order to deliver the saving proposals for street lighting improvement 
(£0.140m in 2014-15, rising to a total £0.430m per annum from 2016-17) it is 
proposed to centralise the street lighting energy budgets from Local 
Committees.  

5.25 In order to deliver the saving proposal for verge maintenance of £0.100m a pro 
rata reduction, based on current cost (2013/14), referring to length and 
frequency for each Local Committee, has been applied. The Local Committee 
allocations have been adjusted accordingly.  

5.26 Additional highways capital allocations of £1.397m for 2014/15 have been 
included following the announcement in the Autumn Statement in December 
2012 of additional Local highways maintenance funding. This has been 
allocated to Local Committees using the same basis as the original highways 
capital allocations.   

5.27 Highways Capital budgets include a small scale Highways Improvements 
budget (formerly Annual Package of Measures). This used to be limited in the 
Constitution (until changed in 2010) to a maximum per project of £0.050m but 
this is no longer the case. Any projects greater than £0.250m will need to be 
approved by Cabinet. 

5.28 Local Committees have flexibility on the use of the General Provision, 0-19 
Services, School Crossing Patrols and Local Member Schemes. Highways 
revenue allocations must be spent on highways activities and the 
Neighbourhood Teams, Sandgate Hydrotherapy Pool and Money Advice 
allocations are ring fenced to those areas. They can be supplemented by other 
budgets.  

5.29 Council are asked to approve the overall budget for Local Committees and 
note the proposed budgetary allocations for each Local Committee as shown 
in Appendix H. The total revenue allocation is £7.859m and capital allocation 
is £20.002m.  

5.30 Schools expenditure is funded from a Dedicated Schools Grant (DSG). The 
2014/15 Schools’ Funding Settlement was announced on 18 December 2013 
which gave a provisional figure for DSG of £324.762m for Cumbria for 
2014/15. This has been confirmed and of this £250.577m is for CCC schools 
with £74.185m for Academies.  

5.31 Health and Social Care Integration is a priority for the County Council and the 
NHS. Developing effective ways to coordinate care and integrate services 
around the person is seen nationally and locally as key to improving outcomes 
and ensuring high quality and sustainable services in the future. 

5.32 The vehicle for incentivising this approach of integrated health and social care 
services by 2018 is the Better Care Fund. Nationally, £3.8bn of funding has 
been identified for this initiative from a range of Local Authority and NHS 
budgets for 2015/16. We are awaiting the confirmation of the potential 
allocation to Cumbria from 2015/16 onwards. Joint discussions are taking 
place to develop the Cumbria Better Care Fund plan, which must be approved 
by the Health and Wellbeing Board in February 2014 prior to submission to 
Department of Health in April 2014.  
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5.33 The Care and Support Bill proposes a number of changes to Adult Social Care 
including fundamental changes to the way in which it is funded.  The likely 
increased cost to Cumbria County Council is estimated to be £10m based on 
early modelling. There is still significant work to be undertaken, locally and 
nationally, to produce more accurate figures.  It has been indicated that the 
additional costs will be funded through general taxation, but there is a 
considerable lack of detail at this early stage in the legislative and 
implementation process. 

5.34 The increase in the Council’s employer contribution rates for current service in 
respect of staff who are members of the Cumbria Local Government Pension 
Scheme (LGPS) and the lump sum in respect of past service have been 
contained within the current MTFP estimate of £1.5million. The current service 
employer contribution rate following the triennial valuation 2013 reflected in the 
Council’s budget for 2014/15 is 13%. This is an increase of 0.6% on the 2010 
valuation rate.  The triennial valuation is set out in more detail in the MTFP. 

 
 

6 Medium Term Financial Plan 2014-17 – Capital Spending Plans 

6.1 The Medium Term Financial Plan sets out the Council’s Revenue and Capital 
Spending Plans and is attached at Appendix A.  The Capital Programme 
encompasses a five year period; with primary focus on next three years. 

6.2 The capital expenditure in 2014/15 is £85.762m (inclusive of £11.822m of new 
schemes for 2014-15 proposed in this report). This is in an overall programme 
of £156.337m over the next 5 years which includes a total of £23.770m of new 
schemes) 

 
6.3 In total there are 13 new schemes proposed totalling £23.770m. They include 

Street lighting improvements, Community transport investment, additional 
investment in extra care/ specialised care accommodation and investment in 
Special Education Needs and Disability provision.   

6.4 The existing capital programme included £9.594m of highways devolved major 
schemes funding. This has been transferred from the Council Capital 
programme as the schemes will be delivered through the Local Transport 
Body.  

6.5 Included in the 2014/15 capital programme is an increase to the Non-
Partnership for schools Scheme of £0.650m. This was recommended by 
Cabinet (on 19th September 2013) in the Q1 monitoring report for Council to 
approve as part of the 2014/15 capital programme.  

6.6 Details of the new schemes are included within the MTFP (at Appendix A) and 
detailed capital pro forma’s for the new schemes are included at Appendix F.  

 
6.7 The development of the capital programme is an incremental process 

throughout the year allowing schemes to be approved by Council on a 
quarterly basis. As individual business cases are approved by Cabinet they 
are recommended for inclusion in the capital programme by Council.  

 
6.8 Within the MTFP (at Appendix A) there are a number of potential schemes that 

are in development by the Council. As business cases are finalised and 
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approved by Cabinet they will be recommended to Council for inclusion in the 
Council’s capital programme. This includes potential land improvement works 
at Derwent Howe, provision of the capital investment to support the 
introduction of the universal free infant school meals from September 2014 
and development of a specialist Autism/ Complex care facility in Cumbria.  

 
6.9 The new schemes within the capital programme focus on enhancing the 

assets that the Council owns to ensure they are fit to deliver an environment 
that supports modern working practices. They also support partnership 
working to ensure fit for purpose accommodation and facilities are provided for 
the community of Cumbria.  

 
6.10 The Council’s asset management strategy aims to reduce the Councils 

building stock by 25% in the next five years. The capital programme 
concentrates spend on those buildings that the Council intends to keep for the 
long term. 

6.11 In planning the 2014 - 2019 Capital Programme it has been assumed that 
where schemes have slipped in 2013/14, the slippage will be approved by 
Council to be carried forward to 2014/15.  

 
Capital Financing  
6.12 Capital financing for the capital programme comes from primarily government 

grants and borrowing. In addition the Council can utilise capital receipts, 
accrued through the sale of assets (such as surplus land and buildings) and 
reserves. 

 
6.13 The largest grant received is the Highways and Transportation Capital Grant. 

The confirmed level of Highways and Transportation Capital Grant for 2014/15 
is £24.581m, with an additional allocation announced in December 2012 of 
£2.082m. This gives confirmed total funding for 2014/15 of £26.663m.  

 
6.14 In February 2013, the assumption going forward was that the confirmed level 

for 2014/15 (excluding the additional allocation) would reduce by 5% in 
2015/16 to £23.352m. This assumption has not been changed for 2015/16.  

 
6.15 In addition Cumbria was successful in attracting £1.617m of Government 

funding for a £2.309m Local DFT Pinch Point Scheme – Gilwilly Estate access 
improvements in Penrith.  £0.315m of funding will be received from Eden 
District Council and Cumbria Infrastructure Fund with the Council contributing 
£0.207m to the scheme. £0.070m will be spent in 2013/14 and is included in 
the 2013/14 capital budget. 

 
6.16 Announcements regarding Children’s Services Capital Grants for Priority 

Maintenance and Devolved Formula Capital have been received.  
 
6.17 The estimated Children’s Prioritised Maintenance grant for 2014/15 was 

£7.058m. The grant notification letter states that for 2014/15 the grant to be 
received is £6.711m, a reduction of £0.347m. The prioritised maintenance 
projects already approved within the capital programme of £9.400m in 2014/15 
and £5.261m for 2015/16 will not be reduced. Existing carried forward capital 
financing will be utilised to cover the reduction in grant.  
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6.18 Planning assumptions with respect to Devolved Formula Capital provide for 
funding of £1.369m being available, which was the same base level of funding 
as 2013/14. It has been notified that a revised estimate of £1.343m will be 
provided. A final grant allocation will be notified in April and at that stage the 
capital programme will be recommended to be updated to reflect the final 
figures. The grant value is influenced by pupil numbers.  

 
6.19 From September 2014, infant pupils in state funded schools will be entitled to 

a free school meal. Infant pupils comprise those in reception, Year 1 and Year 
2.  Capital funding is available in 2014/15 to enable the improvement of school 
kitchen and dining facilities to enable schools to meet this provision.  The 
capital allocations for Cumbria County Council for 2014/15 are £0.829m for LA 
schools and £0.321m for Voluntary Aided Schools. This is £1.150m in total.  

 

6.20 Extra capital funding has been announced for schools’ Basic Need and the 
Council will receive £4.868m for 2015/16 and 2016/17. This is in addition to 
the £3.280m for 2014/15 already included in the capital programme. In total 
this is £8.148m over the next three years. 

6.21 Notification of Fire Grant to be distributed to Fire Authorities has been received 
and Cumbria will receive £0.769m for 2014/15. No grant is assumed beyond 
2014/15 at this time. 

 
6.22 The Department of Health capital funding for 2014/15 is £1.376m. No grant is 

assumed beyond 2014/15 at this time. 
 
6.23 In the Quarter two monitoring report (reported to Cabinet on the 21st 

November 2013) for 2013/14 an underspend of £0.250m was reported. The 
funding associated with this under spend has been assumed to be available to 
finance the new schemes in the 2014/15 capital programme. 
 

6.24 Under the Prudential Code of Capital Financing the Council is permitted to 
borrow if it can prove that it is affordable, sustainable and prudent.  The 
Council must meet the whole of the capital financing costs associated with this 
level of extra borrowing (referred to as Prudential Borrowing) via either 
compensating savings or by an increase in the level of Council Tax. A 
fundamental principle when determining affordability of capital spending is that 
all borrowing undertaken by the Council is secured on its future revenue 
income. However, note must be taken that in times of reducing and uncertain 
revenue budgets additional consideration must be given before raising 
borrowing limits above current levels. 

 
6.25 Due to the levels of pressure already in the revenue budget, and in recognition 

of the reducing funding levels going forward, prudential borrowing has been 
kept to a minimum. For planning purposes additional prudential borrowing of 
£5.000m each year to support the 2014-19 capital programme is assumed to 
assist in managing the risks outlined above.  

 
6.26 The Council has the discretion to finance capital expenditure through revenue 

contributions. With the current demands on revenue funding / service provision 
however, it is not considered advisable to place further pressure on the 
revenue budget at this time. Therefore in the light of the current budgetary 
situation, no contribution has been assumed  
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6.27 A prudent approach to the generation of capital receipts has been taken for 

the purposes of financing the capital programme. Table 6 shows the original 
estimates for capital receipts and the revised estimates. Due to acceleration of 
asset sales during 2013/14 and 2014/15 it is expected that an additional 
£1.4m capital receipts will be achieved.  The estimates for 2015/16 and 
2016/17 remain the same.  
 

Table 6 – General Capital Receipts Estimates  
 Original Estimate 

£m 
Revised Estimate 

£m 
Difference 

£m 

2013/14 1.800 2.500 +0.700 

2014/15 1.800 2.500 +0.700 

2015/16  1.000 1.000 0.000 

2016/17 0.200 0.200 0.000 

TOTAL 4.800 6.200 1.400 

 
6.28 The table below summarises the capital funding requirements for the Capital 

Programme 2014 - 2019.  
 
Table 7 

Capital Programme - Financing of draft capital programme  

2014/15 2015/16 2016/17 to 2019 Total

£m £m £m £m £m

Government Grants 49.640 35.151 0.560 0.560 85.911

External Funding 15.814 11.754 0.000 0.000 27.568

Capital Receipts 3.313 3.296 1.350 0.200 8.159

Borrowing 16.995 14.528 3.176 0.000 34.699

Total Capital Programme 85.762 64.729 5.086 0.760 156.337  
 
Single Local Growth Fund and European Union Programme  
 

6.29 Funding is currently being sought from the Single Local Growth Fund (SLGF) 
and the new EU programme (2014 – 2020). The strategic framework for the 
Council’s economic priorities is set out in the policy document ‘Economic 
Ambition’ adopted by Council in November 2012. 

 
6.30 The Growth Deal guidance issued by Government asks for Local Economic 

Partnership (LEP) areas to put forward their economic priorities in the form of 
a Strategic Economic Plan (SEP).  The Council has been working closely with 
the Cumbria LEP to ensure its economic priorities are included in the Strategic 
Economic Plan.  Single Local Growth Fund will be allocated on the basis of the 
quality of the SEP. The final submission of the SEP with full details of 
programmes and projects is 31st March 2014. 

 
6.31 Where funding is to be sought from the EU programme, a broad scope of the 

programme has been included in the final submission of the EU investment 
strategy in January 2014. 
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7 Medium Term Financial Plan 2014-17 – Treasury Management 
Strategy 

7.1 The approval of a Treasury Management Strategy is a statutory requirement 
for every Council. Councils are required to demonstrate that capital investment 
plans are affordable, prudent and sustainable. The Treasury Management 
Strategy at Appendix G meets this requirement and is developed in 
accordance with a Code of Practice produced by CIPFA.  

7.2 The economic and financial environment in which the Council’s treasury 
operations are undertaken remains challenging. Interest rates remain at 
historic lows and concerns over the security of financial institutions continue. 
As a result, the Council continues to take a prudent approach to its treasury 
strategy. The proposed 2014/15 Strategy is therefore, largely unchanged from 
that approved for 2013/14;  

• investments will be deposited with high quality counterparties over 
relatively short periods, and  

• a flexible approach to borrowing for capital purposes will continue which 
avoids the ‘cost of carrying debt’ in the short term (i.e. there is no plan 
in the short term to unwind the current internal borrowing position) 

7.3 The Strategy sets out the expected levels of borrowing that are required to 
fund the future capital programme and also the anticipated rates at which the 
Council will borrow. Importantly it sets out the recommended target interest 
rate at which the Council should consider using external borrowing. Due to 
reasonably high cash balances the Council is in a position to not need to 
borrow from a cash flow perspective to finance capital spend at the moment 
but this won’t continue forever and it is prudent to take advantage of the 
historic low levels of interest rates i.e. when the 10-year borrowing rate 
reaches 4.05% or the 25 year-rate reaches 4.8% the Council will look to 
externally borrow.    

7.4 On the Investment side the Strategy sets out with whom, and at what level, the 
Council invests its cash balances. The primary focus is to provide security of 
investments and to minimise risks. Country, Group and Sector limits are set to 
help manage the risk. 

7.5 The Council also needs to develop Prudential Indicators which support the 
Council in assessing if its capital investment plans are affordable, prudent and 
sustainable. These are monitored during the year and reported to Council half 
way through the year, and at the year end. 

7.6 The Prudential Indicators cover the capital investment and strategy plans for 
the next three years. The Minimum Revenue Policy, which determines how the 
cost of borrowing is charged to the revenue budget (i.e. to ensure the cost is 
spread over several years to match the useful life of the assets funded through 
borrowing). These are both also set out in the Medium Term Financial Plan.  
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8 Statement of Robustness, Adequacy of Reserves and Budget 
Risk 

8.1 The Local Government Finance Act 2003 places a duty on the Council to 
reinforce sound financial management and in this respect the Assistant 
Director – Finance, as Section 151 Officer is required to provide a statement 
on the robustness of the budget and the adequacy of the reserves. The 
assessment of the management of financial risk is set out in the Medium Term 
Financial Plan. 

8.2 The AD-Finance confirms that the spending plans identified within the MTFP 
and the Council Tax calculation for 2014/15 are robust estimates that:- 

• Direct resources towards priorities in a way that is achievable 

• Reflect the best estimates of inflation factors available at this time 

• Consider and recognise the major financial risks facing the Council over 
the medium-term 

8.3 The County’s 2014/15 budget has been formulated following a robust process, 
however risks remain. The main factors relate to the scale of the changes that 
are due to be implemented during the year and that these are in the context of 
continuing budget reductions since 2010/11. Planning in respect of addressing 
the estimated budget gap for the remaining two years of the Medium Term 
Financial Plan continues. 

8.4 The key issue for 2014/15 will be the Council’s ability to manage the 
necessary changes successfully, and make the necessary decisions to 
support these changes in a timely way, and thus ensure that they are 
implemented effectively. This cannot be taken as a guarantee that every 
element of the budget can be implemented without issue or variation, or that 
every issue was fully resolved when the budget was proposed and set. It 
remains essential that there is robust implementation of the budget, supported 
by on-going monitoring of financial, service and economic information. 

8.5 It must be recognised that given the size of the County’s budget it should be 
possible to manage most non-exceptional in year variations through virement 
and if necessary in year savings, or if not successful, the use of reserves. The 
inflation and contingency budget also helps manage in year variations.  

8.6 The current Medium Term Financial Plan assumes the target level for general 
reserves should be £15m. The General Fund Balance at 1st April 2013 is 
£15.133m. The latest budget monitoring forecast presented to Cabinet based 
on the position at 30th September is of £14.212m, however, the monthly 
projections reported to Corporate Management Team since September have 
shown an improvement on this position and that the General Fund Balance 
target of £15m will be maintained.  The 31st December monitoring position will 
be reported to Cabinet on 26th February.  The AD-Finance is satisfied that the 
target level for general reserves of £15m is appropriate. 
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9.0 Pay Policy Statement 2014/15  

9.1 Appendix J sets out the Council’s Pay Policy Statement for 2014/15. The pay 
policy statement sets out the authority’s policies relating to; 

 

• Chief Officer remuneration (at recruitment, salary, bonus/performance 
related pay, charges/fees/allowances, benefits in kind, enhancement to 
pension, at termination), 

• Remuneration of its lowest paid employees, the definition used for this 
group and the reason for adopting that definition,  

• The relationship between chief officer remuneration and that of other 
staff. 

 
9.2 There have been changes to the content of the Pay Policy Statement 

proposed for 2014/15 in comparison to the Pay Policy Statement 2013/14 
agreed by Council in February 2013 to reflect the restructured Extended 
Leadership Team.  As part of the Budget proposal for 2014/15, the additional 
spend on priority areas includes the cost of introducing a supplement to those 
employees who are currently paid below the level of the National (non London) 
‘Living Wage’.  This payment will be an additional supplement taking the 
hourly rate up to £7.45 per hour, effective from the 1st April 2014.  This 
supplement increases the lowest pay level to £14,759 per annum, which 
reduces the current ratio to 1:9.5 in comparison with the salary of the Chief 
Executive. The Council will review and adjust the supplement rate annually as 
part of its budget process. 
 

9.3 Other key ratios reported within the Pay Policy Statement have also 
decreased as result of an increase in the average median and mean pay for 
staff.  These increases reflect the changes in the workforce, as a result of the 
transfer in of Highways and Public Health staff and the transfer out of staff to 
Orian.  These changes together with the reduction in salary for the post of the 
Chief Executive and the recommended introduction of the additional 
supplement, as stated above, have resulted in a decrease in the previously 
reported ratios.  An Authority may amend its pay policy statement during the 
period but must comply with the statement in force in making decisions on 
relevant remuneration 
 

10.0 OPTIONS 

10.1 Council can approve or reject the recommendations in Section 3 above, or 
may consider any amendments proposed in accordance with the constitution.  

11.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS 

11.1 Resource and value for money implications have been set out throughout the 
report and appendices. 

12.0 LEGAL IMPLICATIONS 

12.1 The key statute for the budget making process is the Local Government 
Finance Act 1992. Section 42A imposes a duty on a county council as a major 



 

21 

 

precepting authority to calculate its budget requirement for each financial year, 
which forms part of the calculation of its council tax precept. 

 
12.2 It is the full Council's responsibility to approve a budget by 28th February 2014 

to meet statutory timescales.  

13.0 CONCLUSION 

13.1 The Revenue Budget and draft Capital Programme for 2014/15 and later years 
are set in the context of the Council Plan and the resources available as 
described in this report and the Appendices. This is the platform for the next 
three years to enable delivery of the reduced funding levels whilst still retaining 
focus on the County’s priorities. 

 
13.2 In considering the recommendations to this report Members need to consider 

the balance that has been struck between the following: 
 

i) the need to achieve the required level of savings to deliver a balanced 
budget 

ii) the County’s priorities 

iii) the longer term three-year financial planning period 

iv) the need for capital investment and its revenue consequences and the 
serious challenges associated with equal pay and single status 

v) the need to deliver value for money 

vi) the potential impact of future budget changes 

vii) feedback from the budget consultation process 

viii) the overall balance of the Council’s budget between the needs of 
service users and the impact of the level of any increase on the 
council tax. 

13.3 The financial challenges facing the Council continue in the Medium Term and 
cannot be underestimated. The Council has had to save £88m from its 
revenue budgets over the last three financial years and this Medium Term 
Financial Plan for the next three years sets out a savings requirement of 
another £89m. 

Dominic Donnini     Julie Crellin 
Corporate Director – Resources   Assistant Director – Finance  
       (Section 151 Officer) 
February 2014  
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Appendix B   Detailed saving and priority spend sheets  
Appendix C Equality Impact Assessments  
Appendix D Summary of consultation responses 
Appendix E Fees and Charges Schedule  
Appendix F Capital scheme pro-forma’s  
Appendix G Treasury Management Strategy  
Appendix H Local Committee Allocations – revenue and capital  
Appendix I Pay Policy  
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