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CABINET 

Meeting date: 3 February 2011 

From: Deputy Leader and Corporate Director 
Resources 

 

DRAFT REVENUE BUDGET AND CAPITAL PROGRAMME 

PART A - RECOMMENDATION OF CABINET MEMBER 
 

1.0 EXECUTIVE SUMMARY 

1.1 The Medium Term Financial Plan is the financial expression of the 
Council Plan taken together they demonstrate how it is intended to align 
priorities, resources and outcomes. The current planning horizon for the 
medium term financial plan covers the period from 2011/12 to 2013/14 
and is made up of the following   

 the revenue budget and capital programme 

 review of fees and charges 

 Treasury Management strategy for 2011/12 which sets out the 
Council’s approach to cash management, long term borrowing and 
investment of cash balances – presented as a separate item within 
this agenda 

Together these provide the basis for the Medium Term Financial Plan. 
 
1.2 The purpose of this report is to present Cabinet with an update on the  

resource position and propose a revenue budget and capital programme 
for recommendation to  Council for approval on 18 February, covering: 

 

 The provisional Revenue Budget for 2011/12 and later years 
including the allocation of the Schools Grant 

 

 The precept on District Councils in 2011/12 
 

 The levels of the County Council's share of council tax in 2011/12 
for the eight property bands 

 

 The draft Capital Programme for 2011/12 to 2013/14 
 

 The planned use of General Reserves and earmarked reserves in 
2011/12, and the updated strategy in respect of general reserves 

 
1.3 Since the January cabinet a number of revisions and updates have been 

made to the position predominantly to include updated grant 
information. However, final notification of the settlement and changes to 
the council taxbase and the deficits or surpluses on collection fund are 
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still outstanding. Consultation on the provisional local government grant 
settlement closed on the 17th January (representation from Cumbria 
being included therein) and final notification is expected in early 
February 

 
1.4  A high level summary of the draft Revenue Budget appears in the 

attached tables at Appendix A.  
 
1.5 For 2011/12 the net position decreases by £21.186m (5.5%) from 

£385.129m to £363.943m. The decreases are in line with national 
reductions to Local Government funding in light of the Government 
policy to eliminate the national budget deficit by 2014/15. The figures 
lead to a projected Band D Council Tax of £1,161.50 (0.0%).  The budget 
requires a precept of £204.915m.  

 
1.6 The draft capital expenditure in 2011/12 is £99.726m (inclusive of new 

additional schemes proposed) in an overall programme of £173.706m 
over the next three years (Appendix J). 

 
2.0 POLICY POSITION AND BUDGETARY AND EQUALITY IMPLICATIONS 

AND LINKS TO THE CORPORATE PLAN 
 
2.1 The County Council‟s Budget is a key part of the policy framework for the 

County Council and links directly from the Council Plan and Directorate 
service plans. This year due to the level and scope of the required savings the 
emphasis has been on ensuring that the focus both financially and from a 
service provision and therefore outcomes perspective has been on the three 
main priorities of the Council as set out in the Council Plan: 

 Challenging poverty in all its many forms including financial poverty and 
the poverty of ambition and opportunity; 

 Ensuring that the most vulnerable people in our communities receive 
the support they need, and; 

 Improving the life changes of the most disadvantaged in Cumbria 

Cabinet Members and the Corporate Management Team have led the 
strategic planning process to ensure that resources and delivery plans are 
aligned to the above priorities. 

2.2 Due to the extent and volume of change that has been required this year to 
reach a balanced budget the Council has further developed the level of 
consultation undertaken on the savings proposals. Engagement with the public 
and other impacted groups has been a core part of the process with the 
Council committed to allowing all interested parties to have access to a variety 
of ways in which they can ensure their voice and views are heard and 
therefore considered.  

2.3 The Council has completed an Equality Screening of all Budget Proposals and 
Grant Options. The overall results of the screening was that none of the 
proposals were inherently discriminatory, though some may affect particular 
groups disproportionately if no mitigating activity is put in place.  
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2.4 Where the Equality Screening has highlighted evidence of a potential 
discrimination, Directorates are addressing this by developing detailed 
Equality Impact Assessments.  

2.5 The Equality Impact Assessments will be completed before the of end March 
when the proposals are implemented. This will ensure that the Budget meets 
the Council's Equality Duty, and also addresses the Council Plan priorities of 
protecting vulnerable groups, combating poverty and targeting services where 
need is greatest. Appendix M shows the detailed assessments undertaken. 

  
3.0 RECOMMENDATIONS 
 
3.1 Agree to recommend to Council approval of:  

i) The 2011/12 draft revenue budget, including the budget 
requirement of £363.943m 

ii) A total precept of £204.916m as set out below 

 £ 
Allerdale 36,644 
Barrow 24,940 
Carlisle 40,128 
Copeland 25,747 
Eden 23,996 
South Lakeland 53,461 
  

 

iii) In light of the new Council Tax Subsidy Grant Council Tax no 
change is proposed to the previous years levels. As such the 
following level of Council Tax for each property band as set out 
below 

 £ 

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 

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 

       
iv) The draft Capital Programme for 2011/12 to 2014/15 

v) The schools budget 

vi) The use of reserves and levels of forecast reserves 

3.2 Note the revised fees and charges. 
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3.3 Agree to delegate to the Chief Executive in consultation with the Leader 
and Deputy Leader the revisions to the draft budget and capital 
programme between Cabinet and County Council  

3.4 Agree the proposed Local Committee budget allocations.  

Stewart Young 
Deputy Leader 
 

PART B – ADVICE OF CORPORATE DIRECTOR – RESOURCES 
 

4.0 BACKGROUND 

4.1 This report updates the position as outlined to Cabinet in January and 
provides clarification on further grant notifications and updated consultation 
feedback. 

5.0 POLICY CONTEXT AND COUNCIL PLAN  

5.1 The 6th May 2010 saw the election of a new government facing what is widely 
accepted as the worst global financial crisis since the war. This was pre-
empted by an unprecedented loss of faith in the banking sector, resulting in 
the previous Government increasing national borrowing to support the sector. 
The cost of this and large scale quantitative easing saw the national debt, 
which had been steadily rising due to the expansion of the public sector, 
escalate to levels that all accepted were unsustainable.  The financial markets 
added pressure on the incoming Government to set out plans that showed it 
was serious in its intention to tackle this deficit and that it was going to do it 
both forcefully and quickly. 

 
5.2 In the Comprehensive Spending Review (CSR) in October Departmental 

Programme and Administration Budgets were to be reduced by 8.3% over the 
four year Spending Review period. However, this headline rate masked 
significant differences at an individual departmental level. NHS (Health), 
Schools and International Development were relatively „protected‟, following 
various statements made by the Government in the run-up to the General 
Election in May 2010.  The biggest „losers‟ were: Communities and Local 
Government (-51%, although -33% when grants to local government are 
included); Environment, Food and Rural Affairs.  
 

5.3 Given the scale of government funding reductions the council undertook to 
carry out a comprehensive public and stakeholder consultation on all savings 
proposals being considered. The consultation has focussed on the Council 
Plan, priorities and options on changes to services proposed in order to make 
financial savings. The consultation commenced on 19th November 2010 and is 
due to conclude on 16th February  Further separate reports are presented 
elsewhere on this agenda entitled “Draft Council Plan 2011/2014” & 
“Consultation Feedback” which details fully the consultation process to date. 

5.4 The agenda item on consultation feedback is an interim report that will be 
subject to amendment and updating. However, given the consultation has 
been running for approximately 2 months at the time of writing, and that 
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consultation responses are generally covering a similar range of concerns and 
issues, the council can be relatively confident that, while there may be 
additions, the key messages to be taken from the consultation feedback are 
not expected to change significantly between now and 31 January 

5.5 The budget sits within the context of the Council Plan and provides the 
financial strategy to deliver the priorities.  

5.6 The budget also draws upon the financial elements of the Council‟s ICT 
Strategy and Workforce Strategy. The main elements of the former relate to 
the continued development of the Council‟s corporate systems. In respect of 
the latter, there are obvious key elements in respect of equal pay and single 
status, but also the financial support that is included within the budget for work 
force development, to ensure that the Council has a skilled workforce over the 
medium to long terms to deliver its priority outcomes. 

5.7 The requirement for budgetary savings proposals has been exceptional in 
value and volume and the level of service and structural back office change 
that drives such a quantum of savings is unprecedented – therefore 
consultation and associated review of all options is key to ensuring that there 
is alignment between the Council Plan, Consultation (stakeholder views) and 
the Budget. 

6.0 REVENUE BUDGET PROPOSALS / RESOURCE POSITION 

Changes to Grants and Contributions 
 

6.1 The Comprehensive Spending Review on 20th October 2010 set out extensive 
changes in the grant funding streams and contributions to local government 
including significant reductions in the spending totals, and number of grants. 
With the exception of the Schools Grant (formerly the Dedicated Schools 
Grant) all ringfences have been removed, giving councils the discretion as to 
those areas which grants are allocated to.  

6.2 The main funding allocations the Council now receives are, 

 Formula Grant  

 Early Intervention Grant  

 Learning Disabilities Grant 

The principal grant streams are summarised below. 

6.3 A significant number of other grants either ceased or have been incorporated 
into the Council‟s main government grant, Formula Grant. For those areas that 
were incorporated into Formula Grant in some cases the national totals were 
reduced before they were incorporated into Formula Grant. The overall level of 
Formula Grant has decreased so although a set amount may have been 
incorporated, this may have been the subject of the overall reduction in 
funding. The general principle has been adopted that where grants have 
ceased or been reduced the Council‟s provision in that area will also cease or 
reduce. Each area has however been the subject of individual consideration in 
the light of the Council‟s priorities and in certain cases it is proposed to 
continue to provide a service and funding.  
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6.4 The Early Intervention Grant replaces several previous funding streams 
targeted to children, young people and families. The grant is intended to fund 
preventative measures and early interventions to increase life chances for 
young people who are disadvantaged or at risk (or reduce the likelihood of 
problems developing).  The grant is unringfenced, so the council has flexibility 
to allocate resources in response to local needs.  Cumbria‟s Early Intervention 
Grant is £18.3m for 2011/12 and £19.4m for 2012/13. The equivalent funding 
streams were worth £22.1m in 2010/11. The 2011/12 budget is constructed on 
the basis that these activities are funded within the £18.3m allocation for next 
year. 

6.5 Learning Disability Grant replaces contributions previously paid by the Primary 
Care Trust (PCT) to the Learning Disabilities Pooled Fund.  Cumbria‟s 
allocation is £16.1m for 2011/12 and £16.5m for 2012/13, compared to a 
contribution of £15.7m in 2010/11.  Next year‟s allocation is equivalent to a 
cash freeze since the additional funding covers demographic growth that 
would previously have been funded by the PCT. Funding has been assumed 
at £16.1m in the budget.  

6.6 The Comprehensive Spending Review allocated funds to the NHS to invest in 
social care that will benefit health and improve overall health outcomes. 
Cumbria‟s share of this is £6.9m. Use of these funds is subject to agreement 
of a programme of investment with the PCT under Section 256 of the 2006 
NHS Act. This could fund activities including, for example, telecare, community 
equipment and adaptations, and community-based preventative measures. 
Previous national experience has shown that not all resources allocated using 
this methodology has been available to local authorities to spend, with 
resources being retained within the NHS. However positive discussions have 
taken place with NHS Cumbria on the payment of this funding, and the nature 
of activities to be undertaken that could be the subject of an agreement. The 
proposed budget excludes use of this funding pending the outcome of those 
discussions and the timing of these negotiations are such that it will not be 
possible to achieve certainty in time for final budget setting. However the type 
of activities that are the focus of these discussions are fully in line with 
the Closer to Home Agenda, including   

 Obesity work with young people and families 

 Telecare and assistive technology 

 Extra care housing 

 Improvements to dementia care 

6.7 At present these resources have not been incorporated in the Council‟s 
budget. Once an agreement has been reached this will be reported to 
members for approval. 

6.8 The new Council Tax Grant of £5.1m has been included in the budget 
assumptions. This is available for those Council‟s who do not increase the 
Council Tax up to levels of 2.5%.  

6.9 Some grant announcements are still outstanding at the time of writing. The 
Council has received notification that funding will be available for the following 
areas: 

 Adult Education; 

 Youth Offending; 
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 Extended Rights for Free Travel; 

 Home Office Services (principally Safer and Stronger 
Communities). 

 

There have also been announcements of new grants in the following areas: 

 Sustainable Transport Fund –(allocations are subject to a bidding 
process which the County will be engaged in) 

 Lead Local Flood Authority Grant – targeted at tackling surface 
water 

6.10 The budget is constructed on the basis that the existing services continue and 
are matched by grant. It has been assumed that if actual grant awards are 
less than current funding, that the spend will be contained within the actual 
grant allocation. This will however need to be reviewed in the light of these 
announcements, as for areas such as youth offending there is a minimal level 
of viable service to ensure that the Council‟s priorities are met. For the new 
areas it has been assumed that services will be provided at this level. 

6.11 As reported to Cabinet on 6th January 2011 £6.7m of Local Area Agreement 
Grant will be payable, subject to final audit, for achieving targets in the Local 
Area Agreement. This will be a one-off sum, half paid as revenue and half as 
capital paid 2011/12.  A steering Group of representatives from partner 
organisations and partnerships across Cumbria has developed a set of 
principles for the use of the reward grant. This group will meet early in 2011 to 
gauge progress prior to discussion on use of the grant by the Cumbria 
Leadership Board. Final proposals for use of the reward grant will be 
presented to Cabinet for approval. The recommended budget excludes any 
use of Reward Grant for the County Council pending the outcome of these 
discussions. 

6.12 In setting out the provisional settlement a new measure, the Revenue 
Spending Power has been introduced. This consists of the Council Tax, 
Formula Grant, some Specific Grants and the NHS funding for social care and 
health received by the PCT. This measure is one of the elements that has 
been used nationally to determine limits in the reduction that any one Council 
faces. Cumbria‟s reduction in Revenue Spending Power is determined at 
1.9%. As set out above, and in the report to Cabinet in January, the overall 
position is more complex. 

6.13 The announcements made in the provisional local government settlement in 
respect of the main funding streams were provisional, and subject to 
consultation, which ended on 17th January 2011. It is expected that the final 
settlement will be received in early February, although as yet the specific date 
has not been confirmed. As such the grant figures set out in this report may be 
subject to change. It should be noted that the distribution system has now 
become even more complex, and as such small national changes could lead 
to considerable changes to the local settlement figures. These changes will be 
incorporated into the report to County Council on 17th February. 

Revenue Budget Proposals 
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6.14 The draft revenue budget is summarised in Appendix A, with further detail of 
the proposed budget changes set out in Appendix B, C,  the detailed budget 
proposals in Appendix D, and proposals for grant funded expenditure in E.    

6.15 The forecast budget requirement as a result of these proposals and total 
council tax required for the next three years together with the year on year 
changes is shown in the table below: 

 2011/12 2012/13 2013/14 

Budget Requirement (£000) 363.943 358.490 363.825 

Council Tax Requirement (£000) 204.915 210.038 215.289 

Council tax £ 1161.50 1190.53 1220.30 

Council tax change % 0.0% 2.5% 2.5% 

Budget requirement change % (4.5%) (1.5%) 1.5% 

 

6.16 The table shows the impact of the decrease in Funding levels following the 
Comprehensive Spending Review 2010 and draft settlement in December 
2010.  No change is proposed in the level of Council Tax. This provides for the 
receipt of the Council Tax Freeze Grant, which is available for one year.  As 
agreed at Cabinet in January, the proposed budget assumes Council Tax 
increases of 2.5% for the subsequent two years, this is a revision of planning 
assumption from the existing Medium Term Financial Plan, which had 
assumed increases of 2%.  

6.17 The draft revenue budget incorporates £0.6m to allow for the net effect of 
surpluses and deficits on the collection fund and changes in the Council Tax 
base. This has been shown in Appendix A as a net sum. At the time of drafting 
this report notifications had not been received from all Districts and this 
remains an estimate at present. Once all notifications have been received, this 
figure will be split between surpluses and deficits and the changed council tax 
base.  

6.18 A summary of the budget savings options, additional pressures and budget 
changes due to grant changes  in respect of the new and revised savings is 
attached at Appendix C; individual detailed proposal sheets at Appendix D;. 
outline of the implication of service impacts as a result of grant reductions and 
assimilation at Appendix E 

6.19 As set out in last year‟s Medium Term Financial Plan, the intention is to build 
up general reserves. The advice from the Chief Finance Officer remains that 
the target level for general reserves should be circa £14m. The level of 
savings requirements; uncertainty over future years funding (especially in light 
of a settlement period of only two years); recent winter conditions; etc. only go 
to strengthen the need for adequate reserves levels. It is currently forecast 
that the position at the end of 2010/11 will be £13.2m and therefore it is 
advised the existing policy of building reserves continues but no specific 
additional contributions to General Reserves are proposed. Appendix F details 
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the specific budgeted contributions to and from earmarked reserves and 
General Reserves. 

 

Local Committee Budgets 

6.20 Initial discussions on the budget proposals as they relate to Local Committees 
took place at the meeting of the Leadership and Local Committee Chairs 
Group on 8th December 2010 and 7th January 2011. 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. 

6.21 In these discussions proposals were made aimed at providing greater flexibly 
to Local Committees on the use of their budgets, and remove restrictions or 
the ring fencing associated with specific budget lines. Whilst a number of the 
savings proposals put forward seek to reduce the overall budget amount 
across a number of budget lines, Local Committees would have greater 
discretion on the use of their budgets to meet local priorities. The proposals in 
this report represent Cabinet‟s proposals.  

6.22 In discussions with the Local Committee Chairs and Vice Chairs the following 
amendments have been made to the proposals presented on 9th January 
2011, which relates to the inclusion of an additional £250,000 in respect of the 
proposed 0-19 budget. This addition is funded from the Early Intervention 
Grant.  

6.23 Local Committee budgets will be split into the following areas: 
 

AREA USE 

Highways Revenue To be used on highways projects 

Neighbourhood Teams Budget for staffing, managed by the Assistant 
Director – Policy and Performance. Cannot 
be vired, but can be supplemented by other 
budgets. 

Local Member Schemes Fully flexible. Local members to bring 
proposals for spending to Local Committee 
for decision. 

General Provision Fully flexible 

0-19 Services To be used in 0-19 projects and services 
Supporting guidance to be issued. 

Schools crossing patrols To be used on crossing patrols or road safety 

Sandgate Hydrotherapy Pool To be used to support the pool 

Money Advice / Debt 
Management Advice 

To be used on those areas / contracts only. 

 

Appendix G shows the proposed budgetary allocations for each Local 
Committee. There has been a reduction in budget of £6.145m from 2011/12 
(excluding £2.137m carry forward as shown in Appendix A) to £16.563m. 
However, the majority of this relates to budgetary adjustments required due to 
the internalisation of services previously provided by Capita as opposed to 
changes in service provision.  
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6.24 Some of these changes will require updates to the constitution and these will 
be considered by the Constitution Review Group and Council on 31st January 
and 21st April respectively. 

 

Single Status Update and Implications  

6.25 Revised terms and conditions and a new pay structure for Administrative, 
Professional and Technical & Clerical Staff and former Manual employees 
covered by the „Green Book‟ were agreed by Staffing Committee on the 5th 
January and Cabinet on 6th January. Cabinet agreed to recommend that 
Council agree the appropriate budget as part of its consideration of the 
2011/12 Council Plan and Budget. The new terms and conditions and pay 
structure will be implemented from 1st September 2011. 

6.26 The estimated maximum cost of fully implementing the proposed changes is 
£8.7m. 

6.27 In preparing the budget for 2010/11 a sum of £2m was provided as a 
contingency to address budget risks. Some £1.7m of the contingency remains 
and as part of the budget proposals set out in this report Council will be asked 
to agree that £1m of this should be drawn upon to fund the pay model. This 
together with the equal pay budget of £6m, and the retention of savings from 
the changes to terms and conditions is proposed to be used to fund the 
implementation costs. 

6.28 In addition there are one off pay protection costs estimated at £4.4m. It is 
proposed that these are funded from the equal pay and modernisation 
reserve. The reserve is forecast to stand at £38m at 31 March 2011. The 
reserve will also be required to help fund any outstanding equal pay 
settlements and the Council‟s modernisation agenda, including costs of 
redundancies. However, the reserve is sufficient to meet the one off pay 
protection costs incorporated in the recommended pay model. 

6.29 The estimated part year impact of the implementation is a cost of £5.1m, this 
is made up of £3.5m from the equal pay resources, £0.6m from the 
contingency, and the balance from terms and conditions changes when they 
are implemented These resources will be held centrally and allocated to 
Directorate budgets prior to implementation in September. The balance of 
funding available in 2011/12 has been used to support the overall budget. It 
should be emphasised that pay modelling and discussions over terms & 
conditions have been very much a dynamic process and there remains 
uncertainty over appeals and the final impact of directorate and Council-wide 
moderation. Pay modelling has concentrated on basic pay and work is under 
way to ensure that the data from the agreed pay model option are uploaded 
into the full modelling software so that assurance can be obtained as regards 
the full costs of the proposed option.  

6.30 The Job Family allocation appeals process is well underway and it is important 
to include a contingency to account for the possibility that appeals will be 
successful and involve an increase in costs. As set out in paragraph 6.27, 
£1.7m of the contingency remains in the budget for 2010/11. Allowing for the 
£1m for funding the pay model, £0.7m of the contingency remains and could 
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be drawn upon to meet additional costs in the event of successful 
appeals/further moderation. It is proposed that this corporate contingency 
should be used in the event of successful appeals. 

6.31 Given the need to update the pay modelling, early stage of the appeals 
process and further moderation there is a significant risk that the contingency 
will be insufficient and in such circumstances additional budget pressures 
would need to be considered. An assessment of the adequacy of the 
contingency will be ongoing in light of these factors.   

Fees & Charges  

6.32 Fees and charges across the Council have been reviewed by Corporate 
Directors in the light of inflationary and cost pressures, and specific budget 
proposals. A schedule setting out the Fees and Charges for 2011/12 is set out 
at Appendix H. 

Pension Fund Contributions  

6.33 The report to Cabinet in January set out the results of the recent triennial 
actuarial valuation and showed that the Cumbria scheme is 79% funded with 
the intention of the deficit being cleared in the next 22 years. Lord Hutton is 
undertaking a review of public sector pensions at the current time, many 
options are being discussed most of which look in some way to either reduce 
benefits, increase employee contributions or transfer some of the future 
funding risk from the tax payer to the employee member. The Hutton report is 
due to be published in March 2011. 

6.34 Due mainly to the move from RPI to CPI (as an uplift factor for future 
pensions) plus other demographic and investment performance changes the 
expected required employer contribution rate increase has been held to a 
minimum.  This would give a pension contribution rate of 19.0%  

6.35 There is an opportunity because of the beneficial effect of the valuation to 
establish an amount in the fund to meet the capitalised value of the pension 
costs arising from redundancies. This has the impact of increasing the 
contribution rate. The Actuary has reviewed the assumption set out in the 
January Cabinet report in the light of the planned staffing reductions. It is 
estimated that a 1% contribution rate would provide for in the region of £23m 
of capitalised costs. At this stage of the budget process the value of early 
retirements in unclear, and for planning purposes a slightly reduced increase 
of 0.9% in overall pension contributions has been allowed compared to the 
January assumptions i.e. 0.4% to allow for the valuation results and 0.5% to 
enable £11.5m capitalised retirement costs to be met from the pension fund. 

6.36 Additionally consideration has been given to move to split the contributions 
between past and future service. The current employer contribution rate is 
effectively an amalgam of past service deficit recovery and future service 
contribution. As the past service deficit is a fixed sum, which increases 
annually based upon CPI plus 1.5%, to calculate its recovery by charging a 
percentage of pay means that in times of reducing staff numbers, full recovery 
is never achieved. Therefore as part of the budget it is proposed to change to 
a cash lump sum recovery amount for the past service deficit recovery and 
percentage contribution rate for ongoing liabilities. 
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6.37 In respect of the Fire Pension Scheme announcements are outstanding in 
respect of future employer‟s contribution rates.  A small amount has been set 
aside in the inflation calculations to allow for the introduction of this anticipated 
change.  

Budget Implementation 

6.38 The budget proposals set out  in this report include a number of savings which 
involve reviewing business processes and structures and thereby require 
reductions in post numbers. It is estimated that 611 posts will be reduced as a 
result of the proposed changes. The County hopes to achieve as many of the 
required reductions as possible through vacancy management, redeployment, 
voluntary redundancy and will seek to avoid compulsory redundancy if 
possible. Applications for Voluntary Redundancy in connection with the current 
strategic planning proposals closed for applications on 17th December. 
Officers are currently reviewing the applications alongside the strategic 
planning proposals with a view to be able to confirm those applications 
necessary. It is anticipated that the costs of redundancy will be met from the 
Equal Pay and Modernisation Reserve. The pensions capital strain will be 
funded from the Pension Fund through increased contributions, as set out in 
paragraph 6.35.  

6.39 The assessment of the applications and confirmation of the implementation 
costs is underway at present. The criteria being used include affordability, 
alignment with strategic planning proposals, and future requirements for skills 
and capacity. An update on the latest position in relation to the current 
Voluntary Redundancy process will be provided in the report to Council. 

Inflation and Contingency 

6.40 Inflation assumptions have been reviewed since the report to Cabinet in 
January, and adjustments made to assumptions for third party payments. 
Discussions with Directors, have indicated that there is opportunity to agree 
these on an individual basis, and hence the broad assumption of inflation at 
CPI has been reduced. The table below sets out the core indices included in 
the budget planning assumptions. 

Main Planning Assumptions 
% Increase 

2011/12 
% Increase 

2012/13 
% Increase 

2013/14 

        
Pay 0.0 1.0 2.0 

National Insurance (net rate) 0.4 0.0 0.0 

Pensions (rate) 0.9 0.0 0.0 

Baxter Indices 1.7 to 4.4 3.0 3.0 

Other supplies and services 0.0 0.0 2.0 

CPI 3.3 3.1 1.8 

RPI 4.6 4.2 3.0 

Income 3.0 2.0 2.0 

Council Tax 0.0 2.5 2.5 

 
In addition there are a number of uncertainties in respect of index linked 
contract costs agreed later in the year, budget implementation and the recent 
national demand for a pay award. It is proposed that the contingency include 
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£1m to cover these eventualities. An amount of £6.739m has been set aside in 
the budget for inflation and contingency in 2011/12. 

Changes to the Budget Following Consultation 

6.41 The Council has undertaken an extensive consultation on its draft priorities 
and budget proposals for 2011/12 and beyond.  This is being carried out in a 
range of ways; through public meetings, focus groups, internet based 
questionnaires and Overview and Scrutiny meetings. The consultation process 
includes a formal consultation with the recognised Trade Unions.  

6.42 The response to the consultation has been good with over 500 individuals 
completing the online questionnaire alone.  Councillors through the Scrutiny 
Panels also undertook three time limited pieces of task and finish group work 
focussing on three areas they deemed as priorities – Connexions, 3rd Sector 
Grants, and the Supporting People Contract.  Members felt it essential to 
review these areas and any implications arising from the budget proposals. 
Their findings are being reported to Cabinet and will help shape the final set of 
budget proposals for Councils consideration. 

6.43 As a direct result of this consultation process, Cabinet has reviewed, changed 
and excluded various proposals to reflect the feedback received. Appendix K 
details the key changes that have been made to the budget as a result of this. 

7.0 COUNCIL TAX AND CAPPING 

7.1 In his announcement at the draft settlement, the Local Government Minister 
set out that the capping principles for 2011/12 will be announced at the time of 
the Local Government Finance settlement in early 2011. Currently under the 
Local Government Finance Act 1992 the Secretary of State has power to 
designate or nominate an authority which in his opinion has calculated a 
budget requirement for a financial year which is excessive.  

7.2 The Secretary of State must decide whether to exercise these powers by 
reference to a set of principles determined by him these principles must 
include a comparison between:  

 the amount calculated by the authority as its budget requirement 
for the year under consideration; and  

 the amount calculated by the authority as its budget requirement 
for a financial year falling before the year under consideration.  

7.3 Due to the volume of change that has occurred between 2010/11 and 2011/12 
financial years the Government is to use its powers to set new “alternative 
notional amounts” (ANA) which will allow for comparison on a like for like 
basis. In relation to the financial year 2011/12 the Secretary of State proposes 
to make a report (“an ANA Report”) specifying alternative notional amounts for 
all billing authorities and all major precepting authorities other than fire and 
rescue authorities. For Cumbria our provisional amount is proposed to be 
£381.583m. As our budget requirement for the year is significantly less at 
£363.943m it is not anticipated the County will be subject to review.  

7.4 The reasons for proposing alternative notional amounts are that: 
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 The Department is currently consulting on the draft Local 
Government Finance Report 2011/12. That Report includes a 
number of changes for the financial year 2011/12 to reflect 
changes in the functions exercised by local authorities, and 
changes in funding (in particular, changes in funding provided 
through specific grants in 2010/11 but which will be provided 
through formula grant from 2011/12 onwards).  

 An adjusted formula grant for all Authorities is calculated to 
enable like-for-like comparisons to be made between the amount 
of formula grant an authority would have received in 2010/11 had 
formula grant in that year covered the same functions for each 
authority as it does for 2011/12, and the amount of formula grant 
it is proposed to receive in 2012/13. In particular, the adjusted 
formula grant is used in calculating the floor damping amount for 
each authority under the draft Local Government Finance Report.  

 Given these changes in 2011/12 in relation to formula grant, 
similar changes are required to the budget requirements which 
were set by local authorities in 2010/11 for capping purposes.  

7.5 In his speech to parliament on 13th December Eric Pickles stated   

"Hard working families and pensioners have seen their council tax bills more 
than double since 1997. But the new Government is standing up for hard-
pressed local residents, providing special funding to help councils freeze their 
bills next year. Further financial freedoms announced for councils will mean 
they can better protect frontline services like rubbish collections and care for 
the elderly. 

The new Government has already stopped the council tax revaluation which 
would have led to higher council tax bills over this Parliament for many 
families. And we will give local residents a new power to veto excessive 
council tax rises in the future, to protect the interests of local communities and 
strengthen local democracy." 

7.6 The Decentralism and Localism Bill introduced a means by which local people 
could approve or veto excessive council tax rises through a local 
referendum. The Localism Bill is expected to become law by November 2011. 
The right to veto is expected to be in place for council tax bills issued in March 
2012. This in effect replaces the current capping regime as a means of limiting 
council tax increases to a process controlled by local referendums. In line with 
the Governments drive to devolve an increasing amount of power to the most 
appropriate level; the proposals are designed to give local people a stronger 
role in determining annual increases in council tax. The proposals are 
intended to abolish centrally set measures of control i.e. “capping” and replace 
them with local.  

8.0 CAPITAL PROGRAMME 

8.1 As with revenue, the provisional local government settlement announced that 
capital funding has been reduced in some areas, and that there have been 
changes to the streams of funding available with the abolition of any future 
supported borrowing. The provisional settlement included announcements for 
funding for the next two years for all areas except Children‟s Services where 
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confirmation of funding levels has only been given for one year. 
Announcements of future capital spend in Children‟s is pending the outcome 
of the current review which is expected to report in the summer of 2011. 
Although there have been some indications that elements will continue at the 
levels given for 2011/12 and this has been used as the basis of our planning 
assumptions.  

8.2  This means future capital will either be funded through: 

Capital Grant – with the exception of Formula Capital, none of our advised 
capital grants are ring fenced and therefore the Council has the discretion as 
to where these are best allocated. 

8.3 Funding of capital for Children‟s Services has reduced with grants of 
£15.310m available, of which £1.565m relates to Devolved Formula Capital to 
schools. 

8.4 Highways and Transportation announcements were beneficial with allocations 
previously funded from supported borrowing being converted to capital grant. 
Total funding of £27.164m is available. 

8.5 The Department of Health has announced grants of £1.329m, and 
announcements are still awaited respect of the allocation of the £70m national 
total related to fire. 

8.6 Capital Receipts / Reserves –These arise from the sale of assets such as 
surplus land. The current market conditions for capital receipts remain difficult 
and, where capital receipts are not generated as planned, additional borrowing 
would be required or reductions in the Capital Programme may need to be 
considered. A cautious approach to the generation of such receipts has been 
taken. It is estimated that £1.3m of capital receipts (plus the funds from the 
sale of care homes) have been used to support the capital programme. It is 
estimated that the balance on the usable capital receipts reserve at April 2011 
will be £1.6m,.   

8.7 Another source of funding potentially available to support the capital 
programme is the annual receipt of £340k from the Amey partnership, to 
March 2012.  

8.8 Prudential Borrowing – 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.  

8.9 Additionally in the CSR October 2010 the Public Works Loan Board (PWLB) 
rate (ie the rate at which the Council can most favourably borrow) was 
increased by 1% thus making prudential borrowing more expensive.  
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8.10 In order for Members to be able to make an informed decision on capital 
spending plans various mandatory indicators and limits (referred to as 
Prudential Indicators) need to be taken into account. Council are required to 
set the prudential indicators prior to the start of the new financial year. The 
Annual Treasury management Strategy tabled elsewhere in this meeting gives 
full details of these. As the Capital Programme beyond the next year will be 
subject to future announcements, for planning purposes prudential borrowing 
of £8m per year is assumed for 2012/13 and beyond. Below are the 
assumptions that have been made in respect of prudential borrowing for the 
years to 2011/12 to 2012/13 and the impact that this will have on the Council 
Tax  

 2011/12 
£000’s 

2012/13 
£000’s 

2013/14 
£000’s 

Children‟s Services 
(excluding prudential 
borrowing by DSG) 

1,702 571  

Adult Social Care  3,801 1,530 

Safer & Stronger  656 695 

Other 1,043 2,972 5,775 

Total 2,745 8,000 8,000 

Financing Cost – General 
Fund (cumulative) 

172 804 1,304 

 

Impact upon Council Tax 
(cumulative) £ 

 

0.98 4.56 7.60 

 

8.11 Revenue Contributions to Capital – The Council has the discretion to 
finance capital expenditure through revenue contributions, however with the 
current demands on revenue funding / service provision due to the savings 
requirement 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   

8.12 Implementing the Capital Programme  - This should be viewed as a 3 to 5 
year process as most schemes are progressed over a number of years. 
Moderate spend variations between years are not generally a significant issue.  
Details of the current position on the 2010/11 capital programme and the 
forecast outturn for the year is given in a separate report on the agenda.  In 
planning the 2011/12 programme it has been assumed that where schemes 
have slipped in 2010/11, the slippage will be carried forward to next year 

Development of the Capital Programme for 2011/12 – 2013/14 

8.13  Formulating the capital programme centres on four main issues: 

 Availability of resources to fund the programme: 

 The extent to which the existing programme is committed and 
can be changed 
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 The capital implications of savings and growth proposals arising 
from the draft revenue budget 

 Review of any new bids for capital resources and the scope to 
deliver these within existing resources or otherwise. 

8.14 Given the major uncertainty surrounding the level of funding of the capital 
programme past the next couple of years, the focus in drafting the capital 
programme has been on ensuring that existing capital schemes are properly 
aligned with corporate priorities as part of the strategic planning process. A 
review of the capital programme has been undertaken, including analysis of 
the extent to which the existing programme is committed.  

8.15  Appendix H shows the proposed Capital Programme resulting from this 
exercise.    

8.16 It is proposed that both Children‟s Services and Transport are funded at the 
levels of the government announcements. Certain committed areas such as 
some of the non PfS costs associated with the new academies, will be met 
from within these allocations. 

8.17 In respect of Children‟s Services, a review is currently underway to identify the 
future investment and maintenance needs, and details of the spending 
proposals will be brought to members for decision early in the new financial 
year. 

8.18 In respect of the Transport capital programme a number of different options 
have been considered, looking at ways in which improved value can be 
achieved within the resources available using the experiences from the better 
highways review. In respect of Local Committees greater flexibility exists in the 
amalgamation of a number of budgets into one budget.  

8.19 The Capital Programme has been changed to finance from revenue local 
member schemes, formerly shown as Local Capital Schemes, and a 
significant element of ICT Projects, as experience has shown that it would be 
more appropriate to fund the majority of future schemes as revenue. 

8.20 With the exception of Land Reclamation Development Works, the other figures 
shown in the economic development programme are indicative, and subject to 
final schemes being agreed. 

8.21 No new schemes have been included elsewhere in the programme, with the 
exception of including fire service vehicle replacement in 2013/14. The 
Customer Access Centres are included for 2011/12 only and are subject to a 
review for future years. 

Future Prospects 

8.22 The level of financial support from Government in Children‟s Services for 
2012/13 and 2013/14 and for the rest of the Council‟s services for 2013/14 is 
unknown. Due to the difficulty in predicting this the capital programme shows 
that the level of spend on certain schemes will be equal to the level of 
Government financial support.  
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8.23 The Capital Programme had included some very significant schemes in 
relation to Building Schools for the Future. The Council awaits further 
announcements in this area to support the planned review of its ageing 
schools buildings. 

9.0 STATEMENT OF ROBUSTNESS, ADEQUACY OF RESERVES AND 
BUDGET RISK 

9.1 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 the Chief Finance Officer is required to provide a 
statement on the robustness of the budget and the adequacy of the reserves. 
This assessment is set out at Appendix L. 

9.2 In 2011/12 the County faces a number of significant risks. The main factors 
relate to the scale of the changes that are due to be implemented during that 
year. This includes the delivery of significant savings through the better 
programmes such as better transport and better places for work, and also the 
carbon shift proposals and major contract transitions. In some areas there is 
still a considerable amount to be done before implementation, for example 
some of these savings proposals require policy changes before 
implementation creating potential risks related to achieving the necessary 
decisions. Of the total savings, 30% equating to £9m are due to be delivered 
from eight significant programmes, this increases to over 40% or £19m in the 
subsequent year. If budget proposals cannot be delivered as anticipated then 
alternative savings will need to identified in year, and this will also impact on 
future year‟s planning assumptions. 

9.3 Many of the savings proposals include changes to the Council‟s staffing 
establishment, and this coupled with the significant risks in terms of 
implementing the new pay structure and revised terms and conditions prior to 
the deadline agreed as part of the equal pay settlements, compounds these 
risks. 

9.4 The key issue is 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 the changes, budget proposals, single status 
and staffing changes are implemented effectively. As last year, the budget 
proposals include an additional contingency specifically to enable the County 
some ability to respond to changes that may take place. The County‟s 2011/12 
budget has been formulated following a robust process, but there remains a 
great deal to do to implement the budget. 

9.5 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 ongoing monitoring of 
financial, service and economic information. 

9.6 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 virements 
and if necessary in year savings, or if not successful the use of reserves. 
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9.7 A list of identified risks is set out in Appendix L (Annex i). In some cases these 
risk areas offer exciting new opportunities for the County but can also pose 
fresh challenges. For example the Carbon Shift, the implementation of new 
corporate IT systems, and Better Places for Work present clear long term 
benefits and support the achievement of the Council Plan.  

General Reserves 

9.8 The 2003 Local Government Act also provides potential intervention powers if 
the Government believes balances are at too low a level. In times of austerity 
such as these, there may be a temptation to “raid” current balances and 
reserves rather than reduce services through a programme of savings. 
However, this action must be seen in the light of the prevailing risks. In times 
of such levels of change there is a greater risk that financial difficulties may 
occur and thereby requiring recourse to balances. Thus it is proposed that the 
previously agreed level of general balances £14m be maintained as a target 
level. Without adequate reserves the Council remains vulnerable to costs such 
as those of the recent flooding, potential budget variations and changes from 
its savings programme.  

9.9 In last years budget process the Council agreed a strategy to increase the 
reserves over a three to five year period to a level of about £14m. Progress 
has been made in implementing the strategy with uncommitted general 
reserves currently predicted to be standing at £13.2m at March 2011. It is not 
proposed to make specific additional contributions in 2011/12 or to change the 
strategy with regards to the appropriate level or General Reserves held.  

Equal Pay and Modernisation 

9.10 Significant progress that has been made over the last two years in settling 
historic equal pay claims, offers have/are being made in respect of similar 
school based staff. Not all claims have or will be settled via this route, and 
there remain a number of claims that will be determined through litigation. In 
addition there are a series of claims from school based staff, where the 
Council has assessed that it believes that it would succeed in defending 
against the claims lodged. All in all, although positive progress in dealing with 
historical equal pay liabilities has been made over the past two years, equal 
pay remains a volatile and changeable matter that requires further work and 
continued contingency.  

9.11 As set out in paragraph 6.25, the reserve will also be required to finance the 
pay protection in respect of the implementation of Single Status, and the 
outstanding national part-time workers claim in respect of the Fire Service. 
When considered alongside the Council‟s 2010/11 capitalisation direction, it is 
broadly estimated that the authority will need approximately £22m for the 
remaining equal pay cases and single status implementation 

9.12 In respect of budget implementation work is still in hand to determine the 
potential costs of voluntary and possible compulsory redundancy, which would 
be met from this reserve.  

9.13 At this stage this reserve is broadly adequate for the potential calls upon it, 
and will continue to be assessed in the light of the ongoing work in respect of 
budget implementation..  
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School Balances 

9.14 As set out later in the report, at the end of March 2010, individual school 
balances stood at £2.744m (including earmarked and non-earmarked 
reserves). These balances are dependent upon financing levels, transfer of 
schools to Academies and other general economic factors. The net balances 
on schools have fallen for the past few years and this position is liable to 
continue. At present it is projected that these balances may be in a net deficit 
position by April 2013.  

9.15 Until September 2010, Cumbrian schools forecasting a deficit were required to 
produce a recovery plan detailing how they intended to rectify this position 
within the next three years. From September, schools have been required to 
address their budget deficits within one year or receive appropriate approval 
for a deficit budget from the Corporate Director – Children‟s Services. The 
position will need to continue to be carefully monitored with robust action to 
address the deficits that arise. 

Budget Risk 

9.16 The assessment and addressing of risks is an important element of sound 
financial management. Appendix L discusses risk and highlights various 
potential risks. 

9.17 The current funding scenario has meant that the previously agreed change 
programmes have been required to be further augmented to deliver a 
balanced budget. These significant and ambitious plans bring with them 
significant risks, together with the current economic and political risks and 
risks associated with service demand. 

9.18 The key for the County is that these risks are managed effectively over the 
coming years and that the Council is in a strong enough financial position to 
manage adverse risks. 

 

10.0 ISSUES FOR 2012/13 ONWARDS 

10.1 The Comprehensive Spending Review set out that the reductions in funding 
for Local Authorities were front loaded in the first two years, there was then a 
year of less significant reductions, and a further more significant reduction in 
2014/15. 

10.2 The proposed budget sets out that at present there is a need to seek further 
reductions in spend of £0.636m in 2012/13 and £8.147m in 2013/14, 

10.3 Work to identify changes to meet these future challenges will need to continue 
over the coming months. 

11.0 SCHOOLS BUDGET  

11.1 The ring fenced Dedicated Schools Grant (DSG) has been renamed the 
Schools Grant and, from April 2011, also includes grants previously allocated 
to Local Authorities through the School Standards Fund. The Schools Grant is 
retained as one of the few ring fenced grants. It comprises funding in respect 
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of the Individual Schools Budget and the Central Expenditure incurred by the 
Authority on behalf of schools. 

11.2 Schools were relatively protected in the cuts announced in the comprehensive 
spending review. The indicative baseline for 2011/12 is £319m (before any 
deduction for Academies), a decrease of £7m, or 2.2%. This reduction in 
funding is primarily due to falling pupil numbers within Cumbria The final 
2011/12 allocation will be based upon the January 2011 pupil census and 
notified to the Council in June. However, this figure may be subject to further 
changes and it is worth noting that the final figures have previously been 
received very late.  The Council has no discretion to reduce the size of the 
Schools Grant but can make additional resources available. 

11.3 In addition to the Schools Grant, the Government have announced funding for 
a Pupil Premium to support children from deprived backgrounds within 
Schools. It is estimated that Cumbrian Schools will receive £3.3m additional 
funding for this. The grant is to be passported directly to schools but is not ring 
fenced for any particular services within those schools. 

11.4 There are certain specific types of central expenditure that can only be held 
centrally with the agreement of the Schools Forum. These include: 

 school specific contingency for the purposes of making in-year 
adjustments of school budget shares 

 funding for combined services 

 funding for servicing the costs of a prudential borrowing scheme 

 funding for premature retirement and redundancy costs 
 

11.5 In addition to the type of expenditure that can be incurred by the local authority 
from the central expenditure, there is also a limit placed on its size. This 
operates by restricting the increase in central expenditure, to the increase in 
the Individual Schools Budget. 

11.6 The Schools Forum can veto or allow the Council to increase the level of 
central expenditure. 

11.7 The Corporate Director for Children‟s Services has reviewed the central 
expenditure and current plans for approval reduce this by £4.688m for 2011/12 
ensuring that more funds are delegated directly to schools enabling this to 
fund spend directly on services for children. These reductions include a review 
of staffing within Children‟s Services, the withdrawal of ring fencing for grants 
previously funded by the Standards Fund and the withdrawal of funding 
previously used to support the education infrastructure within Children‟s 
Services. 

11.8 During 2010, the Government announced the abolition of the Building Schools 
for the Future programme. Cumbria had anticipated utilising funding from the 
programme to develop secondary schools in west Cumbria. The Government 
have announced that alternative programmes will be developed to support the 
development of schools and Cumbria will be required to bid for grants in the 
future to facilitate this. 

11.9 At the end of March 2010, individual school balances stood at £8.2m 
(including earmarked and non-earmarked reserves including Standards Fund) 
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The net balances on schools have fallen for the past few years and this 
position is liable to continue. Returns from schools forecast that total balances 
will be £4.0m in April 2011, £1.6m in April 2012 and a net deficit of £0.8m in 
April 2013. These balances are dependent upon financing levels, transfer of 
schools to Academies and other general economic factors.  

11.10 Until September 2010, Cumbrian schools forecasting a deficit were required to 
produce a recovery plan detailing how they intended to rectify this position 
within the next three years. From September, schools have been required to 
address their budget deficits within one year or receive appropriate approval 
for a deficit budget from the Corporate Director – Children‟s Services. 

11.11 To date, two schools, Seaton Infants and Queen Elizabeth Kirkby Lonsdale, 
have successfully converted to Academy status and a further two schools are 
currently awaiting approval. When a school converts to Academy status, the 
funding the Council receives for supporting these schools is transferred 
directly to the new Academy. This includes both the schools direct budget and 
costs incurred centrally to support all school services across the County.   

11.12 Appendix I sets out the proposed schools budget for 2011/12 that is being 
considered by the Schools Forum on 24th January. 

12.0 INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)  

12.1 From 1 April 2010 local authority accounting practices have been required to 
follow International Financial Reporting Standards(IFRS) .  This is a major 
development and some of the changes to accounting practices would have 
potentially significant budgetary impacts if their effects were not mitigated by 
Government.  The primary impact of IFRS relates to the accounting treatment 
of employee benefits, leases, Private Finance Initiative and Public Private 
Partnership schemes.  All these accounting adjustments have been mitigated 
by Government in the year of implementation (i.e 2010/11) to ensure there is 
no requirement to fund these items through the Council Tax Requirement.  

12.2 The exception to this is in relation to leases, where mitigation is only allowed in 
respect of leases existing on 31st March 2010. In respect of all new leases 
entered into from 1st April 2010, income generated from leased out assets is 
classed as a capital receipt (not a revenue receipt would have been the case, 
pre-IFRS) and will benefit the capital fund. This is being reviewed on a case by 
case basis, although currently, the impact of this is considered to be minimal. 
Expenditure in relation to leased in assets must also be considered,  and if 
the lease is deemed to be a finance  lease, the asset to which it relates must 
be recognised in the balance sheet, and accounting treatment applied as 
if were a capital asset of the authority. If the new lease is considered to be an 
operating lease, however, then the lease payments are treated as running 
costs, through the Revenue Budget.   

12.3 The accounting regulations now require the revenue account to accrue staffing 
costs for only those days worked during the year. The new pay and grading 
structure includes changes to employee's terms and conditions. Included in 
this is changing the annual leave year, which currently is 1st April - 31st 
March, to commencing on an employee's birthday. There are operational 
benefits of this approach, but this will impact upon the amount charged to 
revenue, this is because the current leave policy limits the carrying forward of 
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leave at 31st March to three days. It follows that there may be a different 
pattern of leave outstanding at 31st March 2012 than if the existing policy was 
still in place. However, the mitigation legislation offsets this and there is no 
overall impact on General Fund Reserves at 31st March 2012. Appendix N 
contains further detail.  

13.0 OPTIONS 

13.1 The options for Cabinet are to agree to recommend the proposals in this paper 
to Council as set out in section 3 above or to recommend alternatives to the 
proposals. 

14.0 RESOURCE AND VALUE FOR MONEY IMPLICATIONS 

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

15.0 LEGAL IMPLICATIONS 

15.1 The key statute for the budget making process is the Local Government 
Finance Act 1992. Section 32 imposes a duty on a local authority to calculate 
its budget requirement for each financial year. 

15.2 Part 2 of the Local Government Act 2003 adds a series of duties and powers 
to give statutory support to important aspects of financial good practice. This 
includes the provisions in respect of the requirement for the Chief Finance 
Officer to report on the robustness of the estimates, including the adequacy of 
the reserves. 

15.3 Cabinet is required to agree a budget proposal to recommend to County 
Council.  

15.4 County Council is required to agree the budget by the statutory deadline of 28 

February 2011.  

16.0 CONCLUSION 

16.1 The draft Revenue Budget and draft Capital Programme for 2011/12 and later 
years is 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. 

16.2 In considering the recommendations to this report Members need to consider 
the balance that has been struck between the following: 

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

 The County‟s priorities 

 The longer term three-year financial planning period 
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 The need for capital investment and its revenue consequences 
and the serious challenges associated with equal pay and 
single status 

 The need to deliver value for money 

 The potential impact of future budget changes 

 Feedback from the budget consultation process 

 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 
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IMPLICATIONS 
 
Staffing: As set out throughout the covering report and the 

Appendices. 
Financial: As set out throughout the covering report and the 

Appendices. 
Electoral Division(s): All 
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Executive Decision No 

 

Key Decision Yes 

 

If a Key Decision, is the proposal published in the current Forward Plan? Yes 

 

Is the decision exempt from call-in on grounds of urgency? N/A 

 

If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained? 

N/A 

 

 

Has this matter been considered by Overview and Scrutiny? 
If so, give details below.  

Yes 

 

 

Has an environmental or sustainability impact assessment been 
undertaken? 

N/A* 

The budget has been considered in the context environmental impact and 
sustainability 
 

Has an equality impact assessment been undertaken? Yes 

 
 
N.B. If an executive decision is made, then a decision cannot be implemented until the 

expiry of the eighth working day after the date of the meeting – unless the decision is 
urgent and exempt from call-in and the Head of Member Services has obtained the 
necessary approvals. 
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