
   Allerdale Borough Council

Executive – 21 November 2018

Budget Strategy 2019-20 and beyond

The Reason for the Decision This Budget Strategy sets out the guidelines for 
preparing the 2019-20 Budget.  The Strategy 
takes account of current and future financial 
issues, sets out assumptions and initial proposals 
and provides a timetable for delivering a balanced 
budget in 2019-20. 

Summary of options considered Included in this report is an update on the current 
economic position and developments in national 
policy, which give rise to specific impacts on local 
government funding.  This, along with in year 
budget monitoring information and emerging 
issues, will inform the development of the budget 
and medium term financial plan.

Recommendations  That the significant financial challenges 
that the Council faces to be noted

 To note the planning assumptions for 
building the 2019-20 budget

 To undertake a public consultation on 
budget proposals

Financial /  Resource Implications There are no financial implications arising directly 
from this report, but it does summarise the 
financial position over the medium term, and the 
measures that have been taken to mitigate the 
impact of reduced funding levels.

Legal Implications There are no legal implications arising directly 
from this report.  There is a statutory requirement 
to set a balanced budget.

Community Safety Implications None

Health and Safety and Risk 
Management Implications

The budget contains provision for the Council to 
discharge its obligations under health and safety 
legislation, and to maintain a reserve in order to 
manage risks.



There are also risks that the Council will not be 
able to operate within agreed budgetary 
provisions but this can be minimised by the  
financial monitoring process and by the prudent 
policy on the level of reserves and balances

Equality Duty considered / Impact 
Assessment completed

As part of the budget growth and savings bids 
process

Wards Affected All

The contribution this decision would 
make to the Council’s priorities

The revenue budget is set to support the Council 
in achieving priorities through the Council Plan 
and to facilitate control of expenditure on its 
activities

Is this a Key Decision Yes

Portfolio Holder Councillor Barbara Cannon

Lead Officer Catherine Nicholson, Head of Financial Services
01900 702503 
catherine.nicholson@allerdale.gov.uk

Report Implications (Please delete where applicable).

Community Safety N Employment (external to the Council) N

Financial Y Employment (internal) N

Legal Y Partnership N

Social Inclusion N Asset Management N

Equality Duty Y Health and Safety N

Background papers:  Budget working papers in Financial Services, updates from DCLG 
etc.

1.0 Introduction

1.1 This report is the first report of the Council’s budget setting process for 2019-20 
onwards.  It sets out the financial pressures that the Council is likely to face in the 
coming years and suggests and appropriate strategy to ensure that this authority 
remains financially stable over the long term.



1.2 The report is informed by the latest information from Government and from 
discussions with the Portfolio Holders and Heads of Service via the Star 
Chamber process.

1.3 This Executive’s financial strategy over the last few years has worked 
successfully in increasing financial sustainability.   There is a well-planned 
approach to budget setting and the budget process considers:-

 The Council’s priorities – what does it want to do, to what standard and 
what results does it want to achieve

 The level of funding anticipated from Government funding

 Income that can be generated through fees and charges, such as new and 
increased prices

 The levels of balances required for financial prudence and to proactively 
manage the Council’s risks

 The methods of service delivery that will deliver value for money

 Stakeholder consultation

1.4 This report details the key assumptions that have been adopted as part of the 
Medium Term Financial Plan and the foundation for the detailed budget position 
for 2019-20, which will be considered by Executive in February 2019 and Council 
approval in March 2019.

1.5 This strategy represents the first stage of the budget setting process for 2019-20 
and many of the figures involved will be subject to significant review in the 
coming months before final approval by Council.  They are however based upon 
the most up to date assumptions at the time of writing.

2.0 Funding Projections

2.1 The upcoming financial year represents the final year of the government’s multi-
year (4) settlement offer which was accepted by this Council and the majority of 
local authorities within the UK.  This settlement primarily covered the level of 
Revenue Support Grant and the baseline for retained business rates funding.  
Council Tax and New Homes Bonus grant did not form part of the four year 
settlement.

Over recent years the amount of Government grants received has reduced 
significantly as the Government has changed its emphasis on how local 
authorities should be supported.  The provisional settlement for 2019-20 is not 
due to be announced by Government until 6th December 2018, but as Allerdale 
have been awarded the multi-year settlement the grants receivable are not likely 
to change.  They are:-



2019-20Settlement Funding 
Assessment £000
Revenue Support Grant 196
Baseline funding 3,595
Total 3,791
Rural Services Delivery 
Grant 261

Longer term projections

2.2 The funding position for local authorities from 2020-21 onwards remains 
uncertain.

2.3 The government has stated its commitment to proceed with a Fair Funding 
Review, a reset of the Business Rates Baseline and a move to 75 per cent 
Business Rates Retention, all to be implemented by April 2020.

2.4 In order to implement all three of these reform strands the government will 
require a significant volume of technical developments, formal consultations and 
detailed modelling. 

 
2.5 Each of the reforms could individually have significant financial implications for us 

and could include:-

 A decrease or increase in the size of baseline need set for Allerdale
 A change in the current percentage share of local business rates income 

after 2020-21, compared to the current share
 Changes to the levels of financial reward or loss arising from business 

rates retention – including any future pooling arrangements etc.

2.6 There may be transitional arrangements in place to address the impact of these 
reforms – but again these are unknown at this stage.  All adding to the level of 
uncertainty about how significant the financial impact will be.

2.7 This Council has previously set up a Volatility Reserve to cushion the impact of 
changes to the Council’s funding, but it is highly likely that additional reserves will 
be needed if the level of reduction is severe.

New Homes Bonus

2.8 Changes to NHB grant in recent years have meant that only housing growth 
above a baseline percentage has been rewarded.  This percentage is currently 
set at 0.4% but the government has announced its intention to increase that 
figure, which would effectively reduce the grant awarded to the Council.



2.9 The estimated amount receivable of NHB is as follows:-

Table 1: New Homes Bonus Grant
Year of Payment (Allerdale Borough Council Share)
2018-19 2019-20 2020-21 2021-22 2022-23Year

£000 £000 £000 £000 £000
1 277
2 458 458
3 178 178  178  
4 91 91 91  91

Total 1,004 727 269 9 0

The amounts shown in table 1 are based on the legacy payments the Council expects to receive respect of 
allocations already secured. In setting the 2017/18 budget it was agreed that for budget setting purposes the 
Council would not seek to rely on any further New Homes Bonus money to support the Council’s general 
expenditure over and above the allocations already secured.

Business Rates

2.10 Under the current business rates retention scheme, 40% of business rates 
(NNDR) collected is retained by the Council.  The remainder is paid to Central 
Government (50%) and Cumbria County Council (10%).  The scheme also 
provides that certain sums are to be treated as being outside the scheme and 
retained in their entirety by the Council.  The Council is also able to retain the 
growth in the local share of business rates subject to the payment of a levy to 
central government designed to prevent disproportionate increases in the 
Council’s funding as a result of growth in business rates income.

2.11 A system of top-up and tariffs ensures the Council’s share of estimated business 
rates income (business rates baseline) does not exceed the level of funding to be 
provided through the business rates retention scheme (baseline funding).  Tariffs 
and Top-Ups and baseline funding levels are indexed each year in line with the 
small business rates multiplier.  

2.12 The amount of business rates income available to the general fund and taken 
into account when setting the budget is based on an estimate made in January 
preceding the start of the financial year.  This estimate of business rate income 
reported in the government return NNDR1, also determines how much the 
Council must pay to central government and the County Council during the 
course of the year.

2.13 Local authorities have the option of working with neighbouring authorities to form 
a business rates pool, and Allerdale has been part of the Cumbria Business rates 
pool since its inception.  

2.14 The Government offered Council’s the opportunity to apply to pilot 75% business 
rates retention from 2019-20, and Allerdale along with all of the Cumbrian 
authorities have submitted an application.



2.15 This Pilot bid for 2019-20 offers a further financial gain of nearly £5.9 million to 
Cumbria which would further support economic development and the 
sustainability of key public services.

2.16 A further report on this will be included in the Budget reports when they are 
presented to Council in March.

Council Tax

2.17 The reductions in income from central government funding means that there is 
now an increased importance on Council Tax as a means of raising income.  
This means that the decisions taken now in relation to Council Tax levels are 
critical to the delivery of a sustainable MTFP.

2.18 The tax base increases each year due to the general increase in the number of 
residential properties and future developments together with the ongoing work to 
ensure the validity of council tax discounts awarded.  The increased tax base 
results in additional Council Tax income.

2.19 The Council has the ability to set any level of Council Tax increase, however, the 
Government has proposed a trigger point for council tax referendums so that any 
excessive increases are put to the local electorate for approval.  Over recent 
years the Government has set the maximum increase in council tax before a 
referendum must be called, at 2%.  For 2018-19 this was increased to the higher 
of 3% or £5.00.

2.20 The assumption the medium term is that Council Tax will be increased year on 
year by 2.9% as Allerdale residents have supported this level of increase.

Interest Rates

2.21 Despite an expectation of a further 25 basis point increase in the Bank Rate 
during 2019/20 investment returns are likely to remain low during 2019/20 but be 
on a gently rising trend over the next few years.

2.22 The Authority’s treasury advisors Link Asset Services undertook its last review of 
interest rate forecasts on 7 August 2018 after the quarterly Bank of England Inflation 
Report and the Monetary Policy Committees (MPCs) decision on 2 August to 
increase the Bank Rate from 0.5% to 0.75%.  The first increase in Bank Rate 
above 0.5% since the financial crash.

2.23 However, the MPC emphasised again, that future Bank Rate increases would be 
gradual and would rise to a much lower equilibrium rate, (where monetary policy 
is neither expansionary of contractionary), than before the crash; indeed they 
gave a figure for this of around 2.5% in ten years’ time but they declined to give a 
medium term forecast. 

2.24 It is unlikely that the MPC will increase Bank Rate in February 2019, ahead of the 
deadline in March for Brexit.  Similarly, the MPC is more likely to wait until August 
2019, than May 2019, before the next increase, to be followed by further 
increases of 0.25% in May and November 2020 to reach 1.5%. However, the 



cautious pace of even these limited increases is dependent on a reasonably 
orderly Brexit.

2.25 As for borrowing rates, whilst geo-political events, sovereign debt issues and 
emerging market developments can all contribute to short-term volatility in 
financial markets, the overall longer run trend for gilt yields - and therefore PWLB 
rates -  continues to be for rates to rise, albeit gently, over short and longer term 
forecast horizons.  

3.0 Financial Pressures – expenditure

Employee Pay

3.1 In June 2018 as part of the NJC pay agreement for 2018-20 new Spinal Colum 
Points (SCPs) are to be introduced from the 1 April 2019.  This will require a re-
alignment of our grading structure to these new SCPs.

The introduction of this new pay spine is based on the following:
 A bottom rate of £9:00 per hour on Spinal Column Point (SCP)
 ‘Pairing off’ old SCPs 6-17 inclusive to create new SCPs 1-6 inclusive.
 Equal steps of 2% between each new SCPs 1 to 22 inclusive.
 By creating equal steps between these pay points, new SCPs 10,13,16,18 

and 21 are generated to which no old SCPs will assimilate.
 On new SCPs 23 and above 2% increase 2018 rate.

Employee Pension Fund

3.2 The last pension fund triennial valuation by the scheme actuaries, took place in 
November 2016.  This set the Authority’s Employers Contribution Rate for the 
three years beginning 1 April 2017 at 14.5% (compared to 12.6% for the three 
years beginning 1 April 2014). It also established the Authority’s (employers) 
deficit funding contributions.

3.3 Rather than spread payment of the deficit funding contributions over the three 
years 2017-18 to 2019-20 the Authority chose to take up the option to pay these 
by way of a single payment in April 2017. This has enabled the Authority to make 
a cash saving over the three period of £168,600.

3.4 The next actuarial review of the scheme will occur during 2019-20 and at this 
stage we will review similar options.

Borrowing and Minimum Revenue Provision (MRP)

3.5 Any general fund requirement for borrowing to fund capital works creates a need 
for a Minimum Revenue Provision.  This is a charge to the General Fund to 
represent a prudent provision for the repayment of borrowing.

3.6 In previous years where the capital programme has largely been funded by 
external grants or revenue reserves, then the impact of MRP on the revenue 
budget has been minimised.



3.7 As the capital programme expands and the approval for borrowing increases, 
then there will be additional MRP requirements.  Where borrowing is required the 
impact of MRP upon the revenue budget will be considered as a fundamental 
part of the planning for the capital scheme.

3.8 This strategy does not consider the detail of the capital programme.  This will be 
included within the full budget report.

Inflation

3.9 The Consumer Price Index (CPI) measure of inflation has remained above the 
MPC’s 2% target throughout the first half of 2018/19 , pushed above target by 
external cost pressures resulting from the effects of sterling’s past depreciation 
and higher energy prices. After remaining steady at 2.4% between April and 
June, CPI rose unexpectedly to 2.7% in August before falling back to 2.4% in 
September. The increase in August was in part, due to higher energy and utilities 
prices, but price rises for some volatile items also pushed up the core rate. RPI 
inflation fell marginally from 3.4% in April to 3.3% in September.

3.10 Current Bank of England forecasts are for CPI Inflation to fall but remain above 
the Banks 2% target during 2019-20 but with an expectation for it to fall back to 
the 2% inflation target over the next two to three years given a scenario of 
minimal increases in Bank Rate. The MPC has indicated the Bank Rate would 
need to be in the region of 1.5% by March 2021 for inflation to stay on track.  
Financial markets are currently pricing in the next increase in Bank Rate for the 
second half of 2019.

3.11 The Office for Budget Responsibility’s forecast for CPI inflation in both 2018-19 
and 2019-20 is 1.9%, whilst RPl  inflation is forecast at 3.1% and 2.9% 
respectively (2.9% and 2.8% for the RPIx measure of inflation). Independent 
forecasts for inflation for 2018 and 2019 (quarter 4 on quarter 4 a year ago) 
average 2.4% and 2.1% for CPI and 3.4% and 3% for RPI inflation.

3.12 No inflationary increases will be applied to operational services budgets.
                                                               

                                                             
Unavoidable service pressures

3.13 There is always the potential for unplanned for and unavoidable expenditure and 
there has to be a clear plan to how to manage these additional pressure 
throughout the year.

3.14 Heads of Service and Portfolio Holders will be responsible for monitoring and 
putting plans in place to limit or reduce any additional budget pressures and the 
Star Chambers will discuss these issues.

3.15 A general contingency provision of £112k will continue to be made in the 
recurring base budget.



4.0 Updated Medium Term Financial Position

4.1 Following the revised budget, the updated MTFP is as follows:

2018-19
revised 2019-20 2020-21 2021-22

Budget £ £ £ £
Base Budget 11,932,565 11,533,045 11,641,795 12,365,659
Change in salary 101,682 175,000 175,000 175,000
Additional Capital Financing 
Costs 146,840 563,651 425,864 40,568

Recurring growth 563,209 279,000 183,000 186,000
Recurring savings (788,751) (908,900) (60,000) (42,000)
Self-sufficiency savings (422,500) 0 0 0
Recurring (base) budget 11,533,045 11,641,795 12,365,659 12,725,227

    
Change in salary costs - non-
recurring 55,511 0 0 0

Non-recurring growth 1,874,079 120,000 0 0
Non-recurring savings (402,482) 0 0 0
Net Service Expenditure budget 13,060,153 11,761,795 12,365,659 12,725,227

    
Expenditure on earmarked 
priorities 1,750,394 360,451 244,518 0

    
Proposed budget (excl. parish 
precepts) 14,810,547 12,122,247 12,610,177 12,725,227

    
Parish Precepts 2,024,054 2,024,054 2,024,054 2,024,054

    
Proposed Budget (incl. parish 
precepts) 18,834,601 14,146,301 14,634,231 14,749,281

    
Less: Planned use of earmarked 
balances (1,750,394) (360,451) (244,518) 0

    
Net Budget Requirement 15,084,207 13,785,849 14,389,713 14,749,281



2018-19 2019-20 2020-21 2021-22

Funding £ £ £ £
Revenue support grant 652,363 196,187 0 0
Rural Services Delivery Grant 325,556 261,249 0 0
Other government grants (New 
Homes Bonus) 1,003,560 726,645 269,515 90,878

Council tax – Allerdale only 5,100,166 5,299,421 5,506,645 5,721,797
Council tax – parish element 2,024,054 2,024,054 2,024,054 2,024,054
Collection fund surplus/(deficit) - 
Council Tax 91,201 0 0 0

NNDR funding 4,963,579 5,137,534 4,174,175 4,248,581
Release of earmarked reserves 500,000 0 0 0
Use of General Fund Reserves 423,728 0 0 0

Total funding 15,084,207 13,645,090 11,974,389 12,085,310
  

Funding Gap/(surplus) 0 140,759 2,415,324 2,663,971

4.2 As set out above, the impact of the Governments reviews around Fair Funding, 
Baseline resets and 75% business are forecast to have a significant adverse 
impact on the financial position from 2020.

4.3 The senior management team and the Star Chambers will continue to challenge 
the budget proposals as they are being developed and work towards addressing 
the funding gap.

5.0 Budget Consultation

5.1 The objectives for consulting on the 2019-20 budget proposals are to:

 Engage with local residents and key stakeholders
 Inform on how we have met the budget challenges so far
 Set out our future ambitions and projects
 Seek feedback on general spending and income generation priorities
 Seek feedback on specific budget proposals for 2019-20

5.2 The consultation will set out the financial challenge racing the Council and look at 
options for making the budget balance and our approach and strategy.  It will 
also take into account results from last year’s Residents Survey where we asked 
questions about prioritising spend and the approach to making savings and 
increasing income.

5.3 As well as asking specific questions around Council Tax and Fees and Charges 
increases, the consultation will focus on proposals around growth and a balanced 
approach to risk.



6.0 Legal Implications and Risks

6.1 A summary of the perceived risks is as follows:-

Risk Impact Likelihood Mitigating Action
Assumptions may be 
inaccurate

4 2 Regular budget monitoring.
Review assumptions and national 
issues

Local Government 
Settlement different

4 1 Signed up to multi-year settlement 
and figures provided by Govt used.

75% retention of  NNDR 
brought in

4 3 Currently applying for pilot status to 
test scheme in 19-20

7.0 Recommendations

7.1 This report makes the following recommendations:-

 That the significant financial challenges that the Council faces be noted
 To note the planning assumptions for building the 2019-20 budget
 To undertake a public consultation on the budget proposals

8.0 Conclusion

8.1 The Council will continue to use a range of approaches to address the deficit in 
the short and medium term, including:-

 Pursuing alternative income streams
 Making the most of commercial opportunities
 Growing the local economy
 Using digital technologies to transform services
 Reviewing all services to generate efficiencies
 Consider the use of reserves to help manage year on year 

variations in income and expenditure

8.2 The budget setting process has largely been successful in delivering a balanced 
budget and engaging with the public.  There are always alternatives, but 
ultimately the Council must produce a budget which meets its statutory 
responsibilities.

Catherine Nicholson
Head of Financial Services


