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Purpose

The purpose of this report is to ask the Council to consider the City Mayor’'s
proposed budget for 2018/19 to 2020/21.

The proposed budget is described in this report, subject to any amendments
the City Mayor may wish to recommend when he makes a firm proposal to the
Council.

Summary

The Council is enduring the most severe period of spending cuts we have ever
experienced.

On a like for like basis, government grant has fallen from £289.2m in 2010/11 to
an estimated £165.8m by 2019/20, a cut of 53% in real terms.

As a consequence of these cuts, the Council’s budget (on a like for like basis)
has fallen from £355.7m in 2010/11 to an estimated £287.2m in 2019/20.
Despite this, spending on social care is demand led, and numbers of older
people requiring care and looked after children have increased over this period.
As a consequence, spending on all other services will fall from £192m to an
estimated £90m, a cut of 62% in real terms.

We know from reports of the Institute of Fiscal Studies and our own analysis
that government cuts have disproportionately hit the most deprived authorities
(such as Leicester).

Since 2014/15, the Council’s approach to achieving these substantial budget
reductions has been based on the following approach:-

(@) An in-depth review of discrete service areas (the “Spending Review
Programme”);
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(b) Building up reserves, in order to “buy time” to avoid crisis cuts and to
manage the Spending Review Programme effectively. We have termed
this the “managed reserves strategy”.

The Spending Review Programme is a continuous process. When individual
reviews conclude, an Executive decision is taken and the budget is reduced in-
year, without waiting for the next annual budget report. Executive decisions are
informed by consultation with the public (where appropriate) and the scrutiny
function.

This approach has served us well. Budgets for the period 2013/14 to 2015/16
contributed £42m to reserves, in order to buy time. In practice, the strategy has
been sustained by the achievement of in-year savings which increased the
amounts available. This has helped us to postpone the maximum impact of
government cuts.

Since 2016/17, however, budgets have planned to take money from reserves
rather than add to them. Reserves are consequently running out.

Because of the spending review approach, the Council has been able to
balance the budget in 2018/19, making use of most of the remaining reserves.
However, the outlook beyond 2018/19 is extremely difficult, as reserves will
almost inevitably run out before 2020. There is very little hope of the strategy
being extended this far.

Medium term budgets cannot be balanced without additional, deep, cuts. The
forecast gap in 2019/20 is over £26m, and the current estimate of reserves to
bridge this is less than £10m. Outstanding spending reviews will realise
savings of £10m per year at the most.

The budget includes the costs of the pay offer for local government staff made
in early December. This pay offer, following the end of the 1% public sector
pay cap, will cost around 2.5% in each of the next 2 years. The budget
assumes this will be accepted.

As a consequence, the following approach has been adopted:-

(@)  The budget for 2018/19 has been balanced using reserves, and can be
adopted as the Council’s budget for that year;

(b) A further round of spending reviews has commenced (“Spending Review
4”). This has allocated target savings of £20m across departments, and
work to identify and achieve this level of saving is taking place;

(c) A more realistic assessment of the current outstanding reviews has been
carried out, and a figure of £8.5m was rolled into the Spending Review 4
targets (rather than the formal outstanding amount of £12.8m). Of this
£8.5m, £5.9m remains outstanding.
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What this means is that, in substance, the budget proposed is a one year
budget with projections of the further cuts required beyond 2018/19.

These cuts need to be planned over the next 12 months, and implementation
commenced as quickly as possible. Any savings achieved before 2019/20 will
increase the level of reserves available to support the budget in that year.

It cannot be stressed enough how difficult these cuts will be. We continue to
face growth in social care costs, and it is not impossible that these services will
consume an ever greater proportion of the budget (squeezing out the traditional
services provided to the whole community). Government intentions for social
care funding beyond 2019/20 are not known; a Green Paper planned for
summer 2018 should give an indication of their plans, but it will be some time
before any reforms have an impact on our costs.

It should also be noted that there are some significant risks in the budget —
more so than usual. These are described in paragraph 16, and to help mitigate
these, a contingency of £1m has been included in the 2018/19 budget.

Additionally, a number of departments are facing difficulties living within their
existing budget ceilings. These pressures, and mitigating actions, are further
described in paragraph 7 below.

The budget provides for a council tax increase of 6%, which is the maximum
available to us without a referendum. 3% of this 6% is for the “social care
precept” — the Government has permitted social care authorities to increase tax
by more than the 3% available to other authorities, in order to help meet social
care pressures. In practice, increasing our tax by an additional 3% will only
meet a small proportion of the extra costs we are incurring.

In the exercise of its functions, the City Council (or City Mayor) must have due
regard to the Council’s duty to eliminate discrimination, to advance equality of
opportunity for protected groups and to foster good relations between protected
groups and others. The budget is, in effect, a snap-shot of the Council’s
current commitments and decisions taken during the course of 2017/18. There
are no proposals for decisions on specific courses of action that could have an
impact on different groups of people. Therefore, there are no proposals to
carry out an equality impact assessment on the budget itself, apart from the
proposed council tax increase (this is further explained in paragraph 11 and the
legal implications at paragraph 21). Where required, the City Mayor has
considered the equalities implications of decisions when they have been taken
and will continue to do so for future spending review decisions.
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3. Recommendations

3.1 Subject to any amendments recommended by the Mayor, the Council is asked
to:-

(@) approve the budget strategy described in this report, and the formal
budget resolution for 2018/19 which will be circulated separately;

(b)  note comments received on the draft budget from scrutiny committees,
trade unions and other partners;

(c) approve the budget ceilings for each service, as shown at Appendix One
to this report;

(d) approve the scheme of virement described in Appendix Two to this
report;

(e) note my view that reserves will be adequate during 2018/19, and that
estimates used to prepare the budget are robust;

(f) note the equality implications arising from the proposed tax increase, as
described in paragraph 11 and Appendix Five;

(9) approve the prudential indicators described in paragraph 18 of this report
and Appendix Three;

(h) approve the proposed policy on minimum revenue provision described in
paragraph 19 of this report and Appendix Four;

(i) emphasise the need for outstanding spending reviews to be delivered on
time, after appropriate scrutiny;

() agree that finance procedure rules applicable to trading organisations
(4.9 to 4.14) shall be applicable only to City Catering, operational
transport and highway maintenance.
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4.3

Budget Overview

The table below summarises the proposed budget, and shows the forecast

position for the following three years:-

2018/19 | 2019/20 | 2020/21
£m £m £m

Service budget ceilings 254.6 256.8 260.8
Corporate Budgets
Capital Financing 14.0 13.8 13.3
Miscellaneous Central Budgets (3.5) (3.2) (2.9)
Corporate Contingency 1.0
Education Funding Reform 3.8 3.8 3.8
Future Provisions
Inflation 6.9 11.3
Planning provision 3.0 6.0
Managed reserves Strategy (10.2) (9.7)
TOTAL SPENDING 259.7 271.3 292.2
Resources — Grant
Revenue Support Grant 384 28.4 29.3*
Business rates top-up grant 45.2 46.6 48.0*
New Homes Bonus 6.2 5.5 4.2
Adult Social Care Grant 1.0
Resources — Local Taxation
Council Tax 107.9 111.9 115.0
Business Rates 61.3 62.4 63.6*
Collection Fund Surplus / (Deficit) (0.3)
TOTAL RESOURCES 259.7 254.8 260.1
Projected tax increase 6.0% 3.0% 2.0%
Gap in resources NIL 16.5 32.1
Underlying gap in resources 10.2 26.3 32.1

*These figures are expected to be rolled into the new system of local government finance in due course

(see para. 13.5).

Future forecasts are of course volatile and will change.

The forecast gap in 2019/20 and 2020/21 makes no allowance for most inflation
In real terms, the gap for 2020/21 is some £5m

(other than for pay awards).
higher.
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5. Council Tax

5.1  The City Council’'s proposed tax for 2018/19 is £1,506.98, an increase of just
below 6% compared to 2017/18.

5.2 The tax levied by the City Council constitutes only part of the tax Leicester
citizens have to pay (albeit the major part). Separate taxes are raised by the
police authority and the fire authority. These are added to the Council’s tax, to
constitute the total tax charged.

5.3  The total tax bill in 2017/18 for a Band D property was as follows:-

£
City Council 1,421.69
Police 187.23
Fire 62.84
Total tax 1,671.76

5.4  The actual amounts people are paying in 2017/18, however, depend upon the
valuation band their property is in and their entittement to any discounts,
exemptions or benefit. Almost 80% of properties in the city are in band A or
band B.

5.5 The formal resolution will set out the precepts issued for 2018/19 by the Police
and Crime Commissioner and the fire authority, together with the total tax
payable in the city.

6. Construction of the Budget

6.1 By law, the role of budget setting is for the Council to determine:-

(@)  The level of council tax;

(b)  The limits on the amount the City Mayor is entitled to spend on any
service (“budget ceilings”).

6.2 The proposed budget ceilings are shown at Appendix One to this report.

6.3  The ceilings for each service have been calculated as follows:-

(@)  The starting point is last year’'s budget, subject to any changes made
since then which are permitted by the constitution (e.g. virement);

(b) Decisions taken by the Executive in respect of spending reviews which
are now being implemented have been deducted from the ceilings;

(c) Increases in pay costs have been added. The pay award for local
government staff from April 2018 is yet to be agreed; a two-year offer
averaging 2.5% p.a. was made in December. The trade unions are
currently consulting their members on this offer, with the results
expected to be known in mid-March. Budget ceilings in Appendix One
have been calculated on the assumption that this offer is implemented.
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6.4  Apart from the above, no inflation has been added to departments’ budgets for
running costs or income, except for an allowance for:-

(@)  Independent sector adult care (2%);
(b) Foster care (2%);
(c) Costs arising from the waste PFI contract (3.8% - RPI).

6.5 The following spending review decisions have been formally taken since
February 2017, and budgets reduced accordingly:-

17/18 18/19 19/20
£000 £000 £000

Transforming Neighbourhood Services 9 51 122
Cleansing 365 508 700
Early Help Remodelling 1,200 3,500 3,500
Civic & Democratic Services 280 280 280
Investment Property 180 340 500
Corporate Administration 240 1,300 1,300
Using Buildings Better / Channel Shift 295 355 355
Regulatory Services 12 271 271
Sexual Health 245 245 245
Lifestyle Services 270 270 270
Youth Services - 923 923
Community Capacity 62 125 125
Park & Ride - 100 100
Supported Housing - 250 250
Tourism, Culture & Investment 381 775 1,080

3,539 9,293 10,021

Savings realised in 2017/18 are being used to support the managed reserves
strategy into 2019/20.

6.6 A full schedule of reviews included in the programme is provided at Appendix
Eight. In addition, departments have been asked to prepare plans to save an
additional £20m by 2019/20, to address the remaining budget gap in that year.
Work on these savings is ongoing, and has not yet been included in budget
projections.
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How Departments will live within their Budgets

7.1 The role of the Council is to determine the financial envelopes within which the
City Mayor has authority to act. In some cases, changes to past spending
patterns are required to enable departments to live within their budgets.
Actions taken, or proposed by the City Mayor, to live within these budgets are
described below.

Adult Social Care

7.2 In common with adult care services across the country, the department faces
significant cost pressures. These principally arise from:-

(@) Demographic growth — an ageing population means the number of older
people requiring care is increasing (which has been the pattern for many
years);

(b) Increasing frailty and the impact of people having multiple health
conditions that increase the level of care and support required (not just in
older people, but also for adults of working age who are supported by
the department);

(c) Increasing cost of packages after individuals have been assessed and
care has started to be provided. In practice, this is proving to be an area
of significant cost increase (projected at an average 5.7% on the original
package cost);

(d)  The National Living Wage — this was introduced by the Government in
April 2016, and is due to increase in stages to over £8.50 per hour by
2020/21. These increases are creating substantial pressures for
independent sector care providers, who are heavily dependent on a
minimum wage workforce; and they will seek to pass on additional costs
to local authorities.

7.3 The Government has partially recognised the difficulties facing adult social
care, and has:-

(@) Permitted social care authorities to increase council tax by 6% in
2018/19 (as opposed to the usual referendum limit of 3%);

(b) Provided additional funds through the “Improved Better Care Fund”
(iBCF). Monies available will rise to £15.5m by 19/20;

(c) Provided limited further funds for 2018/19 (only) by extending the “Adult
Social Care Support Grant” for a further year. This will provide an
additional £1 million in 2018/19.

7.4  These measures are far from adequate, and we have no indication of what will
be provided beyond 2019/20 (we have simply assumed BCF amounts in 19/20
will roll forward at the same level).

7.5 In 2016/17, the Council recognised the growing costs of care, and a significant
injection of funds was provided.
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The department has estimated the impact of increased packages of care on its
current budget, and is able to fund these from a combination of growth in BCF
monies and some one-off monies:-
18/19 19/20
£m £m

Forecast growth 7.2 11.5
Funding

Better Care Fund 6.2 7.7
CCG Income 0.3 0.3
One-off Monies 0.7 3.5

Total funding 7.2 11.5

The use of one-off monies, and uncertainty about Government intentions,
means that the position for 2020/21 and beyond is extremely vulnerable.
Indeed, without additional funding, it is fair to say that social care provision
(locally and nationally) will face crisis by 2020.

Education and Children’s Services

The most substantial pressure facing the Education and Children’s Services
Department is increasing service demand. This manifests itself in growth in the
numbers of looked after children (currently averaging 4% per annum). Like
Adult Social Care, money was added to the budget in 2016/17, but this was
predicated on an expectation that future growth could be curtailed. This has
not proven to be the case.

The table below shows the cost pressures facing the department:-
£m

Looked after children — placement costs 5.0
Home to school transport 1.2
Other pressures 1.1

Total pressures 7.3

In addition to looked after children, pressures have grown on home to school
transport (the majority of which is itself caused by the increase in looked after
children numbers). Other pressures arise for a number of reasons, principally
due to increase in demand across all services and not realising some
anticipated savings (although delivering some substantial transformation
programmes).

A number of approaches are being adopted to mitigate these pressures, which
include:-

(@) Reducing reliance on agency foster care, by recruiting 24 more internal
foster carers. This is expected to save £0.9m by 2019/20;

(b) Reducing the number of external residential placements for looked after
children (which are extremely expensive) by 10, by increasing semi-
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supported accommodation and returning young people to Leicester
through planned moves. This is expected to save around £1.3m per
annum by 2019/20;

(c) Expansion of the multi-systemic therapy treatment teams. These
provide intensive support to children and families to address the reasons
underlying the need for intervention: expanding the teams and piloting a
new intervention method (Functional Family Therapy) is expected to
save £1.2m per annum by 2019/20;

(d) Reviewing all cases of home to school transport to ensure the existing
policy is being consistently applied, and where appropriate ceasing
existing arrangements. This is anticipated to save £0.7m per annum by
2019/20;

() An end to end review of all elements of SEN transport provision is
planned. This will examine eligibility, use of independent travel and
personal transport budgets, use of fleet and the potential for multi-
authority and regional solutions.

However, these measures by themselves are unlikely to be sufficient. Wider
strategies will be adopted to address increased demand and rising placement
costs, which are described below. The department may also need to make
further savings during the course of the year.

In respect of the less complex non-residential placement growth, these
strategies include:-

(@)  Adopting the “no wrong door” principle;

(b) Integration of YOS case workers and advocates with “edge of care”
social work;

(c) Implementation of a “Signs of Safety” programme, to improve quality of
work and better assessment of risk by workers.

To address more complex residential placements, the following work is taking
place:-

(@) Compilation of a placement and commissioning sufficiency strategy;

(b) Monthly reviews of all residential placements to check whether the
placement can be stepped down to less expensive care;

(c) Increased quality checks on the work of specialist residential homes;

(d)  Earlier identification of complex cases with partners, to increase the
number of joint funded placements as appropriate.

In addition to General Fund pressures, there are two other significant pressures
affecting the department:-

(a) National changes in the education funding system have led to the loss of
Education Services Grant (which was £4.5m in 2017/18). This will be
replaced by a much smaller central services grant, and £2.8m of
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corporate funding has been made available to address the shortfall.
However, the change will have a significant impact on the school
improvement service, which will reduce in size by around £1m as a
consequence;

(b)  Significant pressure on the high needs block (HNB) element of
Dedicated Schools Grant is anticipated. This is not part of the overall
General Fund: whilst £1m of corporate funding has been provided,
reflecting reduced general fund overheads, the balance will need to be
resolved within overall schools’ funding. Pressures have arisen because
of numbers of SEND pupils rising in proportion to the overall increase in
school age pupils, with some conditions (autism and mental health)
increasing disproportionately. The funding formula only provides £4,000
per special school pupil for growth; actual costs per pupil range from
£22,000 to over £70,000 per year. Changes to the national school
funding formula will compound the problem, because the current
flexibility to subsidise the HNB from mainstream school funding will
reduce and may disappear altogether. The expected impact is a
significant reduction in support services for SEND provided by the
authority, although in the short term the cost will be met from reserves of
Dedicated Schools Grant. A comprehensive review of all HNB
expenditure is in progress.

City Development and Neighbourhoods

The department provides a wide range of statutory and non-statutory services
which contribute to the wellbeing and civic life of the city. It brings together
local services in neighbourhoods and communities, economic strategy,
strategic and local transportation, tourism, regeneration, the environment,
culture, heritage, libraries, housing and property management.

Historically, | have been able to report that the department has been able to live
within its budget. This is now much more difficult. The department faces
budget pressures of £1.5m in 2018/19 and beyond which can no longer be
managed with service budgets. These arise from:-

£m
Waste management 0.7
Bereavement income 04
Leicester market 04
Total 1.5

The pressures in waste management arise from a number of factors. These
include the cumulative effect of increases in landfill tax rates since 2014/15;
changes in Government regulations which mean that some waste from Wanlip
has started to attract a higher rate of landfill tax; a shortfall of income at
Gypsum household waste recycling centre, which can now be seen as
permanent; and gradually increasing levels of waste going to landfill as the
number of households rises.

Bereavement income has fallen on what appears to be an on-going basis due
to competition from other facilities.
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The income and expenditure budgets for Leicester Market need realigning in
the light of current trends affecting markets nationally.

In addition, a new long-term contract for the provision and management of bus
shelters is to be procured during 2018/19. The future income levels from
advertising are uncertain, with a potentially significant short-term financial
impact in 2018/19 and possibly also 2019/20 ahead of a new contract being
developed and implemented.

The department faces a further temporary pressure in 2018/19 as a
consequence of the spending review programme. The department has been a
substantial contributor to the success of this programme, and decisions have
been taken to reduce budgets by some £19m to date. Completed reviews
include:-

) Technical Services - £10.1m;
) Investment Properties - £0.5m;
C) Neighbourhood Services - £1.1m;
) Parks and Open Spaces - £1.7m;
) Homelessness Services - £1.5m;
f) Cleansing and Waste - £0.7m;
9) Regulatory Services - £0.4m;
h) Tourism, Culture and Investment - £1.1m.

All these savings are expected to be delivered, but the Technical Services
Review is running late. Certain preparatory and ancillary works to minimise the
impact of savings have taken longer than anticipated and resulted in some
programme drift. As a consequence, around £1.5m of further pressures exist
within the 2018/19 budget.

In practice, whilst some of the pressures can be mitigated (e.g. a new sand
classifier due to be delivered in February may reduce the landfill tax), the
department will need to make further savings during the course of the year.

Health and Wellbeing

The Health and Wellbeing Division consists of core public health services,
together with Sports and Leisure provision. It is partly funded from Public
Health Grant and partly from the General Fund.

Public Health Grant is falling, by an expected £0.7m in each of 2018/19 and
2019/20. The department will manage these reductions through the spending
review process. The following reviews are yet to finish and will ensure the
necessary savings are achieved:-

(@)  Areview of sexual health services;

(b)  Areview of lifestyle services.
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Both these reviews are on course to achieve the expected savings. The
department is consequently able to live within its reduced level of budget
(although it will also be expected to contribute to Spending Review 4 in due
course).

Sport and Leisure Services are also subject to review, as part of the current
spending review programme. A public consultation has recently been
completed, and final proposals have been considered by Scrutiny.

Corporate Resources and Support

The key challenge facing the department is to be as cost effective as possible,
in order to maximise the amount of money available to run public facing
services. The department has achieved £14m of savings since 2011/12, and
will inevitably need to save considerable further sums as part of the Spending
Review 4 programme.

The department will manage within its budget ceilings for 2018/19, having
absorbed new spending pressures. These pressures include:-

(@) Continuing reduction in housing benefit administration grant, received
from the DWP. Grant received in 2019/20 will be less than half the
£3.5m received in 2010/11;

(b)  Pressures on the revenues and benefits service will increase with the
“full service” roll out of Universal Credit in June 2018. This will be high
risk in terms of delivery and customer impact;

(c) The department is working hard to retain levels of traded income,
especially from the HR service to schools;

(d) The department has to facilitate a high level of change across the
Council, with reduced staff. In particular, HR is affected by
organisational change work, and a dramatic increase in employment
case work volumes. Growth in the use of IT and the move to mobile
working and greater use of on-line customer service channels continues
to be a challenge for the IT division, and there are increasing needs to
respond to the threats of cyber security. Legal Services faces an
increased number of child care proceedings and contested debt.

Sums to be Allocated to Services

Unusually this year, there are no sums which are required to be allocated to
services during the course of the year.

Corporately held Budgets

In addition to the service budget ceilings, some budgets are held corporately.
These are described below (and shown in the table at paragraph 4).

The budget for capital financing represents the cost of interest and debt
repayment on past years’ capital spending. This budget is not controlled to a
budget ceiling, and is managed by the Director of Finance. Costs which fall to
be met by this budget are driven by the Council’'s approved treasury
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10.2
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management strategy, which will also be approved by the Council at your
meeting. This budget is declining over time, as the Government now provides
grant in support of capital expenditure instead of its previous practice of
providing revenue funding to service debt.

A one-off corporate contingency of £1m has been created in 2018/19 to
manage significant pressures that arise during the year.

Paragraph 7.15 above describes the education funding reforms that will
come into effect from 2018/19. Whilst the Education and Children’s Services
Department is making changes to mitigate these effects, a provision has been
made for funding reductions which the department is unable to mitigate.

Miscellaneous central budgets include external audit fees, pensions costs of
some former staff, levy payments to the Environment Agency, bank charges,
the carbon reduction levy, monies set aside to assist council taxpayers
suffering hardship and other sums it is not appropriate to include in service
budgets. These budgets are offset by the effect of charges from the general
fund to other statutory accounts of the Council (which exceed the
miscellaneous costs).

Future Provisions

This section of the report describes the future provisions shown in the table at
paragraph 4 above. These are all indicative figures — budgets for these years
will be set in February prior to the year in question.

The provision for inflation includes money for:-

(@) Pay awards in 2019/20 and 2020/21. The current pay offer will cost an
estimated £4.3m (2.5%) in 2019/20 (see paragraph 6.3 above). An
assumed 1% pay offer is included for 2020/21 — however, if inflation
remains relatively high, there is a risk that this provision will be
insufficient;

(b) A provision for inflation on running costs for services unable to bear the
costs themselves. These are: waste disposal, independent sector
residential and domiciliary care, and foster payments.

A planning provision has been set aside to manage uncertainty. Our general
policy is to set aside a cumulative £3m per year, each year, for the duration of
the strategy. This can then be removed in subsequent budget reports, to the
extent that it has not been utilised elsewhere. In recent years, it has been used
to deal with the impact of education funding reform.
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11. Budget and Equalities (Hannah Watkins)

11.1  The Council is committed to promoting equality of opportunity for its local
residents; both through its policies aimed at reducing inequality of outcomes,
and through its practices aimed at ensuring fair treatment for all and the
provision of appropriate and culturally sensitive services that meet local
people’s needs.

11.2 In accordance with section 149 of the Equality Act, the Council must “have due
regard”, when making decisions, to the need to meet the following aims of our
Public Sector Equality Duty:-

(@)  eliminate discrimination;
(b) advance equality of opportunity between protected groups and others;
(c) foster good relations between protected groups and others.

11.3 Protected groups under the public sector equality duty are characterised by
age, disability, gender re-assignment, pregnancy/maternity, race, religion or
belief, sex and sexual orientation.

11.4 When making decisions, the Council (or City Mayor) must be clear about any
equalities implications of the course of action proposed. In doing so, it must
consider the likely impact on those likely to be affected by the recommendation;
their protected characteristics; and (where negative impacts are anticipated)
mitigating actions that can be taken to reduce or remove that negative impact.

11.5 This report seeks the Council’s approval to the proposed budget strategy. The
report sets out financial ceilings for each service which act as maxima above
which the City Mayor cannot spend (subject to his power of virement).
However, decisions on services to be provided within the budget ceilings are
taken by managers or the City Mayor separately from the decision regarding
the budget strategy. Therefore, the report does not contain details of specific
service proposals. However, the budget strategy does recommend a proposed
council tax increase for the city’s residents. The City Council’s proposed tax for
2018/19 is £1,506.98, an increase of just below 6% compared to 2017/18. As
the recommended increase could have an impact on those required to pay it,
an assessment has been carried out to inform decision makers of the potential
equalities implications. This is provided at Appendix Five.

11.6 In a nutshell, the likely impact on a household depends on whether or not the
household is reliant on social security benefits.

11.7 The assessment of the council tax increase for 2017/18 suggested a very
limited impact on the household finances of council tax payers who are not
dependent on social security benefits as it was argued that the increase would
be readily mitigated by increased levels of household discretionary income
which had been seen nationally. However, more recently, we have seen that
disposable income has fallen in real terms. This has multiple causes: slow
wage growth (only partly offset by rising employment rates), welfare changes
and inflation.
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11.8 The table below (taken from the ASDA income tracker) shows the changes in
disposable income for different brackets of household earnings and shows that
families with the lowest income have seen the biggest reduction, whereas those
in the top bracket have seen spending power increase year on year.

Income Weekly Weekly .Weekly .Weekly

. . disposable disposable
Bracket income income growth - .

income income growth

Highest o o
income £1,928 2.3% £699 1.5%
2" highest £935 2.0% £259 0.2%
Middle £606 1.6% £110 -3.5%
2nd lowest £379 1.0% £48 -10.0%
rowest £180 0.5% £-26 25.9%
ncome

The ASDA income tracker is an indicator of the economic prosperity of ‘middle
Britain’, taking into account income, tax and all basic expenditure. ASDA’s
customer base matches the UK demographic more closely than that of other
supermarkets.

11.9 60% of households saw their discretionary incomes decrease in the 12 months
to August 2017. This reflects the continued pressure on household budgets.
Inflation in a number of categories, from food prices to electricity and clothing,
has increased the cost of essential spending substantially over the past
months.

11.10 Having said this, in most cases, the change in council tax (maximum
£1.27/week for a band B property) is a small proportion of disposable income,
and a small contributor to the squeeze on household budgets.

11.11 Some households reliant on social security benefits are likely to be adversely
affected by both an increase in inflation and further implementation of the
Government’s welfare reforms. Positively, many forecasters have predicted
that inflation will have peaked in October 2017, before dropping back in 2018
as the impact of the pound’s fall starts to fade.

11.12 The increase in tax alone would contribute only a small increase in weekly
costs for many benefit dependent households, but it must be considered that
there is also likely to be an adverse impact on some benefit dependent
households arising from the rollout of Universal Credit in summer 2018 and,
therefore, there is likely to be a cumulative impact on those households.

11.13 The Council has a number of mitigating actions in place to provide support in
instances of short term financial crisis.

11.14 Locally, Council services provide (or fund) a holistic safety net including the
provision of advice, personal budgeting support, and signposting provision of
necessary household items. It is important to note that these mitigating actions
are now the sole form of safety net support available to households in the city.
A House of Commons Works and Pensions Committee report in January 2016
(‘The local welfare safety net’) described this devolution of discretionary support
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to those in short term financial crisis to local government. There is now no
other source of Government support available.

11.15 Since April 2013, as a consequence of the Government’s welfare reforms, all
working age households in Leicester have been required to contribute towards
their council tax bill. Our current council tax reduction scheme (CTRS) requires
working age households to pay at least 20% of their council tax bill, and sets
out to ensure that the most vulnerable householders are given some relief in
response to financial hardship they may experience. In order to apply for a
Council Tax Discretionary Relief, a charge payer must have a Council Tax
liability and:

* be in receipt of Council Tax Reduction; and/or,

* be in receipt of Universal Credit (UC); and/or,

* require further financial assistance; and/or,

» suffer hardship through an extreme event or natural disaster where
their main or sole residence has structural damage, which could not
reasonably have been rectified within the normal period of
exemption.

11.16 Leicester is ranked as the 215t most deprived local authority in the country. In
addition to provision of a ‘local welfare safety net’, council services seek to
address inequalities of opportunity that contribute to this deprivation. They do
this by seeking to improve equality of outcomes for those residents that we can
directly support. The role of Adult Social Care is crucial in this context, and the
approval of the additional 3% of council tax to maintain this service provision for
a growing number of elderly people (and to a lesser extent, those people who
require support arising from a disability) will directly contribute to improved
outcomes related to health; personal safety; and personal identity,
independence and participation in community life. There are likely to be
significant equalities impacts should the council be in a position where they are
unable to fund support for those who require it.

11.17 Our public sector equality duty is a continuing duty, even after decisions have
been made and proposals have been implemented. Periodically we review the
outcomes of earlier decisions to establish whether mitigating actions have been
carried out and the impact they have had. The spending review programme
enables us to assess our service provision from the perspective of the needs of
individual residents. This “person centred” approach to our decision making
ensures that the way we meet residents’ needs with reducing resources can be
kept under continuous review — in keeping with our Public Sector Equality Duty.

11.18 The Council has a legal duty to set a balanced budget. In the current financial
climate, a lower council tax increase would require even greater cuts to
services. While it is not possible to say where these cuts would fall (and
therefore which specific groups would be affected), the users of Adult Social
Care are mostly older people or, to a lesser extent, adults who have a disability
and therefore there are likely to be negative equalities implications arising from
a decision to implement a lower council tax increase.

2018/19 BUDGET REPORT Page 17 of 49
21st February 2018



12. Government Grant

12.1 As can be seen from the table at paragraph 4, Government grant is a major,
though reducing, component of the Council’s budget. Under the current
funding system, Government support for the general budget principally consists
of:-

(@) Revenue Support Grant (RSG). This is the main grant which the
Government has available to allocate at its own discretion.
Consequently, cuts to local authority funding are substantially delivered
through reductions in RSG (and the methodology for doing this has
disproportionately disadvantaged deprived authorities). The impact on
the city has been dramatic (RSG is reducing from £133m in 2013/14, to
an estimated £28m in 2019/20).

(b) A top-up to local business rates. The local authority sector keeps
50% of business rates collected, with the balance paid to the
Government. In recognition of the fact that different authorities’ ability to
raise rates does not correspond to needs, a top-up is paid to less
affluent authorities (funded by authorities with greater numbers of higher-
rated businesses). Our top-up has been recalculated to take account of
the effect of the 2017 business rates revaluation.

(c) New Homes Bonus (NHB). This is a grant which roughly matches the
council tax payable on new homes, and homes which have ceased to be
empty on a long term basis. Since 2017/18, NHB is less generous than
it was, although further changes planned for 2018/19 have been
cancelled. These changes have been made to secure more resources
for social care: in two tier areas, this transfers money from districts to
counties; in our case, we are simply moving money from one pocket to
another.

(d)  The Adult Social Care Support Grant has been extended to 2018/19,
in recognition of the ongoing pressures faced by social care authorities.
In reality it is only meeting a part of the additional funds we have had to
put into social care since 2016/17.

12.3 No figures have been made available for RSG after 2019/20 (in reality, it is
likely to be absorbed into the next phase of business rates retention described
in paragraph 13.5 below). The budget assumes no further cuts in RSG in
2020/21. In effect, we are assuming that the period of austerity will come to an
end as far as local government budgets are concerned. This is a significant
risk, which is discussed further at paragraph 16 below.

12.4 The Government also controls specific grants which are given for specific
rather than general purposes. These grants are not shown in the table at
paragraph 4.1, as they are treated as income to departments (departmental
budgets are consequently lower than they would have been).

12.5 Some specific grants are subject to change:-

(@) The Education Services Grant has been cut as part of education
funding reforms, as described at paragraphs 7 and 9 above;
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(b) Dedicated Schools Grant (DSG), which funds schools’ own spending
and a range of education-related central services, is being reformed from
2018/19. This will lead to a reduction in the funding available for school
improvement and SEN support services provided centrally.

(c)  The Better Care Fund (BCF) has increased nationally, and the city is
expected to receive £15.5m by 2019/20. This is not entirely new money
—some is being met from cuts to NHB, and from a reduction in the
amount available for RSG. Unlike the original BCF, this new tranche is a
direct grant to local government, although strings have been attached.

12.6 In 2016, the Institute for Fiscal Studies (IfS) calculated the disproportionate
impact of funding cuts on deprived authorities!. Since 2009/10, the 10% of
authorities most reliant on grant have seen budget cuts averaging 33% in real
terms. The 10% of authorities least reliant on grant have seen cuts averaging
9%. This is a consequence of various changes in the funding regime which
have had different impacts, and (to some extent) contravened the
Government’s stated intentions of protecting the most grant-dependent
councils. The IfS states that “the overall impression is of rather confused,
inconsistent and opaque policymaking.”

13. Local Taxation Income

13.1 Local tax income consists of three elements:-
(@)  The retained proportion of business rates;
(b)  Council tax;

(c) Surpluses or deficits arising from previous collection of council tax and
business rates (collection fund surpluses/deficits).

Business Rates

13.2 Local government retains 50% of the rates collected locally, with the other 50%
being paid to central government. In Leicester, 1% is paid to the fire authority,
and 49% is retained by the Council. This is known as the “Business Rate
Retention Scheme”.

13.3 The rates collected from Leicester businesses changed from 2017/18, when a
revaluation of all properties nationally came into effect. There is a transitional
scheme which is phasing in increases and decreases over time.

13.4 Our estimates of rates income take into account the amount of income we
believe we will lose as a consequence of successful appeals. The majority of
appeals against the 2017 revaluation have not yet been decided, and appeals
have been a source of volatility since business rates retention was introduced.
The Government has recently taken steps to reduce this volatility, known as
“check, challenge, appeal”. The full impact of this policy will not be known for
some time, but current indications are that it has substantially reduced the
volume of appeals, although they remain a considerable area of uncertainty.

t A time of revolution? British local government finance in the 2010s, IfS, October 2016, p.20
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13.5 A further reform of local government funding is planned to take effect from April
2020, increasing the proportion of rates retained locally to 75%. In itself, this
change should be financially neutral, as the additional business rates will be
offset by the loss of RSG and some other grants. There is likely to be a more
substantial effect on the Council’s finances from the “fair funding review”
planned for the same date, which will redistribute resources between councils.

13.6 The Council is part of a “business rates pool” with other authorities in
Leicestershire. Pools are beneficial if district councils’ rates grow, as the pool
increases the amount of rates retained, and in 2016/17 the pool made a surplus
of £6m. Surpluses are made available to the LEP to support economic
regeneration in the sub-region.

Council Tax

13.7 Council tax income is estimated at £107.9m in 2018/19, based on a tax
increase of just below 6%. For planning purposes, tax increases of 3% and 2%
have been assumed in 2019/20 and 2020/21 respectively.

13.8 The Government has made changes to the amounts we can raise council tax
without a referendum:

e Additional flexibility (the “social care levy”’) has been granted to social care
authorities since 2016/17. This is designed to help social care authorities
mitigate the growing costs of social care; the Government will expect us to
demonstrate that the money is being used for this purpose. We will have
used our maximum social care flexibility in 2018/19.

e For 2018/19 and 2019/20, the basic referendum limit has been increased
from 2% (which has been in place for some years) to 3%, reflecting current
levels of inflation.

13.9 Council tax income includes additional income raised from the Empty Homes
Premium, which increases the charge by 50% for a property left empty for more
than six months. The government has announced plans, as part of its housing
strategy, to allow this premium to be doubled to 100% from April 2019. A
decision on the level of premium to be charged will be required in due course;
this report has been prepared on the basis that the premium remains at its
current level.

Collection Fund Surpluses/Deficits

13.10 Collection fund surpluses arise when more tax is collected than assumed in
previous budgets. Deficits arise when the converse is true. The surplus or
deficit is shared with the other bodies that take a share of collection fund
income — police and fire authorities for council tax, and the fire authority and
central government for business rates. Figures below are the Council’s share
of the collection fund.

13.11 The Council has an estimated council tax collection fund surplus of £1.1m.
This has arisen because of growth in the number of homes liable to pay tax
(which has been greater than was assumed when the budget was set) and a
reduction in the costs of the council tax reduction scheme (linked to
improvements in the local economy).
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13.12 The Council has an estimated business rates collection fund deficit of
£1.4m. This is partly due to a late change to small business relief, announced
after we set the budget; and to the cost of appeals. The former has been
compensated by the Government.

14, General Reserves and the Managed Reserves Strateqy

14.1 In the current climate, it is essential that the Council maintains reserves to deal
with the unexpected. This might include continued spending pressures in
demand led services, or further unexpected Government grant cuts.

14.2 The Council has agreed to maintain a minimum balance of £15m of reserves.
The Council also has a number of earmarked reserves, which are further
discussed in section 15 below.

14.3 In the 2013/14 budget strategy, the Council approved the adoption of a
managed reserves strategy. This involved contributing money to reserves in
2013/14 to 2015/16, and drawing down reserves in later years. This policy has
bought time to more fully consider how to make the substantial cuts which are
necessary. Since 2016/17, these reserves have been drawn down to balance
the budget, although some remain to support 2018/19 and 2019/20.

14.4 The managed reserves strategy will be extended as far as we can: the rolling
programme of spending reviews enables any in-year savings to extend the
strategy. Additional money has been made available since the 2017/18 budget
was set, and future reviews should enable further contributions to be made.
However, the reserves available are forecast to be exhausted in 2019/20, and
none will be available to cushion the 2020/21 budget.

14.5 The table below shows the forecast reserves available to support the managed
reserves strategy:-

2017/18 2018/19 2019/20

£m £m £m
Brought forward 27 .1 20.0 9.8
Planned use (7.1) (10.2) (9.8)
Carried forward 20.0 9.8 NIL

15. Earmarked Reserves

15.1 In addition to the general reserves, the Council also holds earmarked reserves
which are set aside for specific purposes. A schedule is provided at Appendix
Six.

15.2 Earmarked reserves are kept under review, and amounts which are no longer
needed for their original purpose will be used to extend the managed reserves
strategy. The next such review will take place at the end of 2017/18.

2018/19 BUDGET REPORT Page 21 of 49
21st February 2018



16. Risk Assessment and Adequacy of Estimates

16.1 Best practice requires me to identify any risks associated with the budget, and
section 25 of the Local Government Act 2003 requires me to report on the
adequacy of reserves and the robustness of estimates.

16.2 In the current climate, it is inevitable that the budget carries significant risk.

16.3 In my view, although very difficult, the budget for 2018/19 is achievable subject
to the risks and issues described below.

16.4 There are risks in the 2018/19 budget arising from:-

(@)  Social care spending pressures - specifically the risks of further growth
in the cost of care packages above budget assumptions, risks to our
BCF income due to government expectations (particularly relating to
delayed transfers of care) and inability to contain the costs of looked
after children;

(b) Ensuring spending reviews which have already been approved, but not
yet implemented, deliver the required savings;

(c) Managing the position of two departments (City Development &
Neighbourhoods, and Children’s Services) who need to do further work
to live within their means in 2018/19;

(d)  Achievability of estimated rates income (although technically any
shortfall will appear as a collection fund deficit in the 2019/20 budget),
and particularly the extent of successful appeals against the 2017
revaluations.

16.5 The 2019/20 budget projections are subject to the same risks as 2018/19, with
additional uncertainty around:-

(@) Non-achievement, or delayed achievement, of the remaining spending
review savings, and the additional £20m of savings that departments
have been asked to find by 2019/20;

(b) Pay costs. The current pay offer includes a revised pay spine from
2019/20, to make it compatible with the forecast increases to the
National Living Wage and to retain pay differentials at the lower end of
the pay scale. The proposals will see a significant cost increase in
2019/20 to authorities across the country (in addition to the 2018/19 pay
award); however, the details of implementation still need to be finalised.

16.6 For 2020/21 and beyond, the budget projections are particularly uncertain, due
to:-

(@)  The funding landscape after 2019/20 is largely unknown, with the move
to 75% business rates retention and the planned needs review (which
could result in a gain or loss to the Council). The risk of further cuts to
RSG in 2020/21 is significant - on current trajectories a further round of
cuts would cut £10m in that year;
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16.7

16.8

16.9

(b)  Longer-term reforms to social care funding and expectations on local
authorities, and the need to manage ongoing demographic pressures.
Crucially, we need to know what additional funding the Government will
make available after 2019/20;

(c) Continuing increases in pay costs. Upwards pressures on pay, and
forecast future increases in the National Living Wage, make it less likely
that future pay increases will be limited to 1%.

A further risk is economic downturn, nationally or locally. This could result in
new cuts to grant; falling business rate income; and increased cost of council
tax reductions for taxpayers on low incomes. It could also lead to a growing
need for council services and an increase in bad debts. The effect of Brexit
remains to be seen.

The budget seeks to manage these risks as follows:-
(@) A minimum balance of £15m reserves will be maintained;

(b) A one-off corporate contingency of £1m is included in the budget for
2018/19;

(c) A planning contingency is included in the budget from 2019/20 onwards
(£3m per annum accumulating);

(d)  Savings from the Council’s minimum revenue provision policy are being
saved until they are required (see paragraph 19).

Subject to the above comments, | believe the Council’s general and earmarked
reserves to be adequate. | also believe estimates made in preparing the
budget are robust. (Whilst no inflation is provided for the generality of running
costs in 2018/19, some exceptions are made, and it is believed that services
will be able to manage without an allocation).

17.  Consultation on the Draft Budget

17.1 Comments on the draft budget have been sought from:-
(@)  The Council’s scrutiny function;
(b)  Key partners and other representatives of communities of interest;
(c) Business community representatives (a statutory consultee);
(d)  The Council’s trade unions.

17.2  Scrutiny comments will be circulated with this agenda (in full).

17.3 Comments from partners and business representatives are summarised at
Appendix Seven. The full comments are available from the report author.

18. Borrowing

18.1 Local authority capital expenditure is self-regulated, based upon a code of
practice (the “prudential code”).
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18.2

18.3

18.4

18.5

19.
19.1

19.2

19.3

19.4

19.5

20.
20.1
20.2

The Council complies with the code of practice, which requires us to
demonstrate that any borrowing is affordable, sustainable and prudent. To
comply with the code, the Council must approve a set of indicators at the same
time as it agrees the budget. The substance of the code pre-dates the recent
huge cutbacks in public spending, and the indicators are of limited value.

Since 2011/12, the Government has been supporting all new general fund
capital schemes by grant. Consequently, any new borrowing has to be paid for
ourselves and is therefore minimal.

Attached at Appendix Three are the prudential indicators which would result
from the proposed budget. A limit on total borrowing, which the Council is
required to set by law, is approved separately as part of the Council’s treasury
strategy.

The Council will continue to use borrowing for “spend to save” investment
which generates savings to meet borrowing costs.

Minimum Revenue Provision

By law, the Council is required to charge to its budget each year an amount for
the repayment of debt. This is known as “minimum revenue provision” (MRP).
The Council approved a new approach in November 2015: the proposed policy
at Appendix Four is based on this new approach.

The proposed MRP policy results in revenue account savings when compared
to the old approach, although these are paper rather than real savings — they
result from a slower repayment of historic debt.

The proposed budget for 2018/19 would use the savings made in that year to
set aside additional monies for debt repayment (voluntarily). This creates a
“virtuous circle”, i.e. it increases the savings in later years when we will need
them. Additionally, the policy enables the Director of Finance to use sums set
aside voluntarily to facilitate the treasury management strategy. This will
enable us to consider an extended list of pooled property investments, without
restricting ourselves to those which benefit from exemptions to normal
accounting rules.

The approach to savings in 2019/20 and later years will be considered when
the budgets for those years are prepared. At present, the capital financing
estimates assume that the previous policy continues to apply.

Members are asked to note that the extent of savings available from the policy
change will tail off in the years after they are fully brought into account.

Financial Implications

This report is exclusively concerned with financial issues.

Section 106 of the Local Government Finance Act 1992 makes it a criminal
offence for any member with arrears of council tax which have been
outstanding for two months or more to attend any meeting at which a decision
affecting the budget is to be made unless the member concerned declares the
arrears at the outset of the meeting and that as a result s/he will not be voting.
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21.
211

21.2

21.3

214

21.5

The member can, however, still speak. The rules are more circumscribed for
the City Mayor and Executive. Any executive member who has arrears
outstanding for 2 months or more cannot take part at all.

Legal Implications (Kamal Adatia/Emma Horton)

The budget preparations have been in accordance with the Council’s Budget
and Policy Framework Procedure Rules — Council’s Constitution — Part 4C.
The decision with regard to the setting of the Council’s budget is a function
under the constitution which is the responsibility of the full Council.

At the budget-setting stage, Council is estimating, not determining, what will
happen as a means to the end of setting the budget and therefore the council
tax. Setting a budget is not the same as deciding what expenditure will be
incurred. The Local Government Finance Act, 1992, requires an authority,
through the full Council, to calculate the aggregate of various estimated
amounts, in order to find the shortfall to which its council tax base has to be
applied. The Council can allocate more or less funds than are requested by the
Mayor in his proposed budget.

As well as detailing the recommended council tax increase for 2018/19, the
report also complies with the following statutory requirements:-

(a) Robustness of the estimates made for the purposes of the calculations;
(b)  Adequacy of reserves;
(c) The requirement to set a balanced budget.

Section 65 of the Local Government Finance Act, 1992, places upon local
authorities a duty to consult representatives of hon-domestic ratepayers before
setting a budget. There are no specific statutory requirements to consult
residents, although in the preparation of this budget the Council is undertaking
tailored consultation exercises with wider stakeholders.

As set out at paragraph 11, the discharge of the ‘function’ of setting a budget
triggers the duty in s.149 of the Equality Act, 2010, for the Council to have “due
regard” to its public sector equality duties. These are set out in paragraph 11.
There are considered to be no specific proposals within this year’s budget that
could result in new changes of provision that could affect different groups of
people sharing protected characteristics. As a consequence, there are no
service-specific ‘impact assessments’ that accompany the budget. There is no
requirement in law to undertake equality impact assessments as the only
means to discharge the s.149 duty to have “due regard”. The discharge of the
duty is not achieved by pointing to one document looking at a snapshot in time,
and the report evidences that the Council treats the duty as a live and enduring
one. Indeed case law is clear that undertaking an EIA on an ‘envelope-setting’
budget is of limited value, and that it is at the point in time when policies are
developed which reconfigure services to live within the budgetary constraint
when impact is best assessed. However, an analysis of equality impacts has
been prepared in respect of the proposed increase in council tax, and this is set
out in Appendix Five.
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21.6 Judicial review is the mechanism by which the lawfulness of Council budget-
setting exercises are most likely to be challenged. There is no sensible way to
provide an assurance that a process of budget setting has been undertaken in
a manner which is immune from challenge. Nevertheless the approach taken
with regard to due process and equality impacts is regarded by the City
Barrister to be robust in law.

22. Other Implications

Other Implications Yes/ | Paragraph References within the
No report

Equal Opportunities Y Paragraph 11

Policy Y The budget sets financial envelopes

_within which Council policy is delivered

Sustainable and
Environmental N The budget is a set of financial envelopes

; . within which service policy decisions are taken.
Crime & Disorder N L The proposed 2018/19 budget reflects existing
Human Rights Act N

service policy.
Elderly People/People on
Low Income N

Background information relevant to this report is already in the public domain.

23. Report Authors

Catherine Taylor Mark Noble
Principal Accountant Head of Financial Strategy
catherine.taylor@leicester.gov.uk mark.noble@]leicester.gov.uk

8th February 2017
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Appendix One

Budget Ceilings

Spending Technical 18/19
Current Review & other budget
budget savings Inflation changes ceiling
£'000s £'000s £'000s £'000s £'000s
1. City Development & Neighbourhoods

1.1 Neighbourhood & Environmental Services

Divisional Management 205.0 2.9 207.9
Regulatory Services 3,297.1  (259.0) 117.4 3,155.5
Waste Management 15,524.0 822.6 16,346.6
Parks & Open Spaces 3,543.0 (293.0) 303.3 3,553.3
Neighbourhood Services 5,994.0 (275.1) 144.3 5,863.2
Standards & Development 1,698.0 (79.0) 32.1 1,651.1
Divisional sub-total 30,261.1 (906.1) 1,422.6 0.0 30,777.6

1.2 Tourism, Culture & Inward Investment

Arts & Museums 4,810.3 (60.0) 58.2 4,808.5
De Montfort Hall 922.8 48.6 971.4
City Centre 97.0 5.9 102.9
Place Marketing Organisation 390.3 3.9 394.2
Economic Development 342.9 24.6 367.5
Markets (616.8) 14.6 (602.2)
Divisional Management 12.4  (394.3) 3.6 (378.3)
Divisional sub-total 5,958.9 (454.3) 159.4 0.0 5,664.0

1.3 Planning, Development & Transportation

Transport Strategy 9,175.1  (120.0) 74.8 9,129.9
Highways 6,015.3  (121.0) 98.0 5,992.3
Planning 990.5 54.8 1,045.3
Divisional Management 206.3 4.0 210.3
Divisional sub-total 16,387.2 (241.0) 231.6 0.0 16,377.8
1.4 Estates & Building Services 6,871.1 (1,550.0) 224.1  (220.0) 5,325.2

1.5 Housing Services

Housing Services 3,844.9 (250.0) 133.1 3,728.0
Fleet Management 5.1 25.9 31.0
Divisional sub-total 3,850.0 (250.0) 159.0 0.0 3,759.0
1.6 Departmental Overheads 621.3 0.0 8.6 0.0 629.9
DEPARTMENTAL TOTAL 63,949.6 (3,401.4) 2,205.3 (220.0) 62,533.5
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2.Adults

2.1 Adult Social Care & Safeguarding

Budget Ceilings

Other Management & support

Safeguarding
Preventative Services

Independent Sector Care Package Costs
Care Management (Localities)

Divisional sub-total

2.2 Adult Social Care & Commissioning

Enablement &Day Care

Care Management (LD & AMH)

Preventative Services

Contracts,Commissioning & Other Support

Substance Misuse
Departmental
Divisional sub-total

2.3 Health and Wellbeing
Sexual Health
NHS Health Checks
Children 0-19
Smoking & Tobacco
Substance Misuse
Physical Activity
Health Protection
Public Mental Health

Public Health Advice & Intelligence

Staffing & Infrastructure
Sports Services
Divisional sub-total

DEPARTMENTAL TOTAL

2018/19 BUDGET REPORT
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S
Current
budget
£'000s

1,524.5
417.3
7,482.4
81,101.8
7,367.4
97,893.4

3,733.3
5,235.9
3,749.2
2,716.4
5,559.7
(15,416.4)
5,578.1

4,145.6
371.0
9,517.5
922.0

1,158.0
55.0
234.0
48.5
1,525.4
3,230.6
21,207.6

124,679.1

pending
Review
savings
£'000s

0.0

(200.0)
(200.0)

(250.0)

(25.0)
(120.0)
(395.0)

(595.0)

Inflation
£'000s

50.5
11.7
109.6
1,684.7
143.0
1,999.5

97.9
101.3
6.3
73.9

17.2
296.6

200.9
200.9

2,497.0

Appendix One

Technical 18/19
& other budget
changes ceiling
£'000s £'000s
1,575.0
429.0
(1,333.0)  6,259.0
6,614.0 89,400.5
7,510.4

5,281.0 105,173.9

3,831.2
5,337.2
2,965.5
2,790.3
5,559.7
(4,950.0) (20,549.2)
(5,740.0) (65.3)

(790.0)

4,145.6
371.0
9,267.5
922.0
0.0
1,158.0
55.0
234.0
48.5
1,500.4
3,311.5
0.0 21,013.5

(459.0) 126,122.1
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Budget Ceilings

3. Education & Children's Services

3.1 Strategic Commissioning & Business Support
Divisional Budgets
Operational Transport
Divisional sub-total

3.2 Learning Quality & Performance
Raising Achievement
Adult Skills
School Organisation & Admissions
Special Education Needs and Disabilities
Divisional sub-total

3.3 Children, Young People and Families
Children In Need
Looked After Children
Safeguarding & QA
Early Help Targeted Services
Early Help Specialist Services
Divisional sub-total

3.4 Departmental Resources
Departmental Resources
Education Services Grant
Divisional sub-total

DEPARTMENTAL TOTAL

4. Corporate Resources Department

4.1 Delivery, Communications & Political Gover

4.2 Financial Services
Financial Support
Revenues & Benefits
Divisional sub-total

4.3 Human Resources

4.4 Information Services

4.5 Legal Services

DEPARTMENTAL TOTAL

TOTAL -Service Budget Ceilings
less public health grant
NET TOTAL

2018/19 BUDGET REPORT
21st February 2018

Spending
Current Review
budget savings
£'000s £'000s

659.4
(111.6)
547.8 0.0

1,466.8
(870.4)
816.3
6,941.9
8,354.6 0.0

9,506.5
33,368.0
2,234.8
7,666.4 (2,300.0)
4,791.7  (923.0)
57,567.4 (3,223.0)

1,662.0  (370.0)
(4,468.1)
(2,806.1)  (370.0)

63,663.7 (3,593.0)

53779  (63.0)

5,959.8
5,709.5  (60.0)
11,669.3  (60.0)

4,171.0 0.0
9,280.9 0.0
2,045.2 0.0

32,5443 (123.0)
284,836.7 (7,712.4)
(27,519.0)

257,317.7 (7,712.4)

Technical
& other
Inflation changes
£'000s £'000s
17.5
17.5 0.0
38.2 (33.0)
12.2 (38.0)
77.7 325.0
128.1 254.0
149.1  (608.0)
390.4 1,705.0
58.6
200.6
133.1 630.0
931.8 1,727.0
10.6 (3,581.0)
10.6 (3,581.0)
1,088.0 (1,600.0)
90.7 0.0
175.3
191.0
366.3 0.0
99.5 0.0
106.9 0.0
85.3 0.0
748.7 0.0
6,539.0 (2,279.0)
715.0
6,539.0 (1,564.0)

Appendix One

18/19
budget
ceiling
£'000s

676.9
(111.6)
565.3

1,472.0
(870.4)

790.5
7,344.6
8,736.7

9,047.6
35,463.4
2,293.4
5,567.0
4,631.8
57,003.2

(2,278.4)
(4,468.1)
(6,746.5)

59,558.7

5,405.6

6,135.1
5,840.5
11,975.6

4,270.5
9,387.8
2,130.5
33,170.0

281,384.3
(26,804.0)
254,580.3
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Appendix Two

Scheme of Virement

1. This appendix explains the scheme of virement which will apply to the budget, if
it is approved by the Council.

Budget Ceilings

2. Strategic directors are authorised to vire sums within budget ceilings without
limit, providing such virement does not give rise to a change of Council policy.

3. Strategic directors are authorised to vire money between any two budget
ceilings within their departmental budgets, provided such virement does not
give rise to a change of Council policy. The maximum amount by which any
budget ceiling can be increased or reduced during the course of a year is
£500,000. This money can be vired on a one-off or permanent basis.

4. Strategic directors are responsible, in consultation with the appropriate
Assistant Mayor if necessary, for determining whether a proposed virement
would give rise to a change of Council policy.

5. Movement of money between budget ceilings is not virement to the extent that
it reflects changes in management responsibility for the delivery of services.

6. The City Mayor is authorised to increase or reduce any budget ceiling. The
maximum amount by which any budget ceiling can be increased during the
course of a year is £6m. Increases or reductions can be carried out on a one-
off or permanent basis.

7. The Director of Finance may vire money between budget ceilings where such
movements represent changes in accounting policy, or other changes which do
not affect the amounts available for service provision.

8. Nothing above requires the City Mayor or any director to spend up to the
budget ceiling for any service.

Corporate Budgets

9. The following authorities are granted in respect of corporate budgets:

(@) the Director of Finance may incur costs for which there is provision in
miscellaneous corporate budgets, except that any policy decision
requires the approval of the City Mayor;

(b)  the City Mayor may determine the use of the corporate contingency;

(c) the City Mayor may determine the use of the provision for Education
Funding reform.

Earmarked Reserves

10. Earmarked reserves may be created or dissolved by the City Mayor. In
creating a reserve, the purpose of the reserve must be clear.
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11.  Strategic directors may add sums to an earmarked reserve, from:

(@) a budget ceiling, if the purposes of the reserve are within the scope of
the service budget;

(b)  a carry forward reserve, subject to the usual requirement for a business
case.

12.  Strategic directors may spend earmarked reserves on the purpose for which
they have been created.

13. When an earmarked reserve is dissolved, the City Mayor shall determine the
use of any remaining balance.
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1.1

2.2

Appendix Three

Recommended Prudential Indicators

Introduction

This appendix details the recommended prudential indicators for general fund
borrowing and HRA borrowing.

Proposed Indicators of Affordability

The ratio of financing costs to net revenue budget:

2018/19 | 2019/20 | 2020/21
Estimate | Estimate | Estimate
% % %
General Fund 54 55 51
HRA 121 12.5 12.4

The estimated incremental impact on council tax and average weekly rents of
capital investment decisions proposed in the general fund budget and HRA
budget reports over and above capital investment decisions that have
previously been taken by the Council are:

2018/19 | 2019/20
Estimate | Estimate
% %
Band D council tax 0.0 0.0
HRA rent 0.0 0.0

Indicators of Prudence

The forecast level of capital expenditure to be incurred for the years 2017/18
and 2018/19 (based upon the Council capital programme, and the proposed

budget and estimates for 2018/19) are:

2017/18 | 2018/19
Area of expenditure Estimate | Estimate
£000s £000s
Children’s services 37,288 44 932
Young People 118 1,050
Resources ICT 2,905 500
Transport 33,994 33,678
Cultural & Neighbourhood Services 3,812 6,787
Environmental Services 711 355
Economic Regeneration 25,040 26,516
Adult Care 5,230 10,998
Public Health 328 1,723
Property 4,143 4,100
Vehicles 2,929 -
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Housing Strategy & Options 2,650 3,450
Corporate Loans - -

Total General Fund 119,148 134,089
Housing Revenue Account 19,057 15,626
Total 138,205 149,715

3.2  The capital financing requirement, measuring the authority’s underlying need to
borrow for a capital purpose, is shown below. This includes PFI recognised on
the balance sheet.

2017/18 | 2018/19 | 2019/20 | 2020/21
Estimate | Estimate | Estimate | Estimate

£m £m £m £m
General Fund 350 333 316 298
HRA 215 215 215 215

4. Treasury Limits for 2018/2019

41 The Treasury Strategy, which includes a number of prudential indicators
required by CIPFA’s prudential code for capital finance, is being presented to
Council at this meeting.
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1.1

1.2

2.2

2.3

Appendix Four

Minimum Revenue Provision Policy

Introduction

This policy sets out how the Council will calculate the minimum revenue
provision chargeable to the General Fund in respect of previous years’ capital
expenditure, where such expenditure has been financed by borrowing.

This policy will apply immediately from the date this report has been approved
by Council.

Basis of Charge

Where borrowing pays for an asset, the debt repayment calculation will be
based on the life of the asset.

Where borrowing funds a grant or investment, the debt repayment will be based
upon the length of the Council’s interest in the asset financed (which may be
the asset life, or may be lower if the grantee’s interest is subject to time limited
restrictions).

Where borrowing funds a loan to a third party, the basis of charge will normally
be the period of the loan (and will never exceed this). The charge may be
based on an equal instalment of principal or set on an annuity basis whichever
the Director of Finance deems appropriate.

Commencement of Charqge

Debt repayment will normally commence in the year following the year in which
the expenditure was incurred. However, in the case of expenditure relating to
the construction of an asset, the charge will commence in the year in which the
asset becomes operational. Where expenditure will be recouped from future
income, and the receipt of that income can be forecast with reasonable
certainty, the charge may commence when the income streams arise.

Asset Lives
The following maximum asset lives are proposed:-

Land — 50 years;

Buildings — 50 years;

Infrastructure — 40 years;

Plant and equipment — 20 years;

Vehicles — 10 years;

Loan premia — the higher of the residual period of loan repaid and the
period of the replacement loan;

Voluntary Set Aside

Authority is given to the Director of Finance to set aside sums voluntarily for
debt repayment, where she believes the standard depreciation charge to be
insufficient, or in order to reduce the future debt burden to the authority.
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5.2  Authority is given to the Director of Finance to use any previous years’
voluntary set-aside to facilitate implementation of the treasury strategy. It may,
for instance, be used to give effect to the strategy of investing in pooled
property funds.

6. Other

6.1 In circumstances where the treasury strategy permits use of investment
balances to support investment projects which achieve a return, the Director of
Finance may adopt a different approach to reflect the financing costs of such
schemes. A different approach may also be adopted for other projects which
aim to achieve a return.
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1.1

1.2

2.2

3.2

Appendix Five

Equality Impact Assessment

Purpose of the increase

The purpose of this appendix is to present the equalities impact of the proposed
5.99% council tax increase.

There are two elements to the proposed tax increase:

(@) A 3% increase to address Adult Social Care funding needs outlined in
the budget strategy;

(b) A 2.99% increase in council tax to enable the council to maintain its
budgeted policy commitments.

Who is affected by the proposal?

Since April 2013, as a consequence of the Government’s welfare reforms, all
working age households in Leicester have been required to contribute towards
their council tax bill. Our current council tax reduction scheme (CTRS) requires
working age households to pay at least 20% of their council tax bill, and sets
out to ensure that the most vulnerable householders are given some relief in
response to financial hardship they may experience.

NOMIS2 figures for the city’s working age population (June 2017) indicated that
there are 161,000 economically active residents in the city, of whom 5.2% are
unemployed. As of November 2016, there were 30,060 working age benefit
claimants (12.9% of the city’s working age population of 233,000) It should be
noted that this does not include tax credit claimants (unless they are also in
receipt of another benefit). The working age population is inclusive of all
protected characteristics.

How are they affected?

The table below sets out the financial impact of the proposed council tax
increase on different properties, before any discounts or reliefs are applied. It
shows the weekly increase in each band, and the minimum weekly increase for
those in receipt of a reduction under the CTRS.

For band B properties (almost 80% of the city’s properties are in bands A or B),
the proposed annual increase in council tax is £66.34; the minimum annual
increase for households eligible under the CTRS would be £13.27.

2 NOMIS is an Office for National Statistics web based service that provides free UK labour market statistics from
official sources.
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Band No. of Weekly Maximum Relief Minimum Weekly
Households Increase (80%) Increase

A- 258 £0.91 £0.73 £0.18
A 75,528 £1.09 £0.87 £0.22
B 24,809 £1.27 £1.02 £0.25
C 14,310 £1.45 £1.02 £0.44
D 6,031 £1.64 £1.02 £0.62
E 3,172 £2.00 £1.02 £0.98
F 1,457 £2.36 £1.02 £1.34
G 579 £2.73 £1.02 £1.71
H 36 £3.27 £1.02 £2.25
Total 126,180

NB: A- properties refer to band A properties receiving an extra reduction for Disabled Relief

4.2

4.3

Risks over the coming year

Recently, disposable income has fallen in real terms. This has multiple causes:
slow wage growth (only partly offset by rising employment rates), welfare
changes and inflation.

One of the main risks to household income in the previous year (2017/18) was
increases in inflation. Inflation has increased, as predicted. The National
Institute of Economic and Social Research (NIESR) have projected consumer
price inflation to peak at 3.4 per cent in the final quarter of 2017, before
gradually returning back towards the Bank of England’s 2 per cent target. The
Bank now expects inflation will hit 2.4% in 2018 and 2019. Therefore, the
impact of rising inflation is less of a risk over the coming year. Having said this,
it must be considered that until such a point that inflation returns towards the
Bank of England’s 2% target, households will continue to be squeezed and are
likely to have less discretionary income than they would enjoy in the event that
inflation were to fall.

Incomes of households reliant on social security benefits continue to be
squeezed with the Government’s continued implementation of the welfare
reform programme. Of particular relevance is the roll out of Universal
Credit in Leicester (in summer 2018). The chart below?® gives an indication of
anticipated decreases in household incomes by 2020/21, as a consequence of
post 2015 welfare reforms:-

Couple — one dependent child £900 p.a.
Couple — two or more dependent children £1,450 p.a.
Lone parent — one dependent child £1,400 p.a.
Lone parent — two or more dependent children £1,750 p.a.
Single person working age household £250 p.a.

3 Source: Centre for Regional Economic and Social Research/Sheffield Hallam University report: “The
uneven impact of welfare reform — the financial losses to places and people” (March 2016).
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4.4  The Joseph Rowntree Foundation’s annual “Minimum Income Standard” (MIS)
for 2017, highlighted that millions of just managing families are on the tipping
point of falling into poverty as prices rise in the shops (the price of a minimum
“‘basket of goods” has risen 27-30% since 2008), with forecasts showing the
cost of living could be 10 per cent higher by 2020. The Foundation is warning
there is a fine margin where just managing can quickly tip into living in poverty,
such is the precarious state of many household budgets.

45 Between 2008/9 — 2014/5, based on the latest available data from official
statistics:

e The number of individuals below MIS rose by four million, from 15 million
to 19 million (from 25 to 30 per cent of the population);

e There are 11 million people living far short of MIS, up from 9.1 million,
who have incomes below 75% of the standard and are at high risk of
being in poverty;

e The remaining eight million fall short of the minimum, by a smaller
amount, and despite having a more modest risk of poverty, are just
about managing at best.

4.6  Almost three million working age households, six in 10 below MIS, have at least
one person in work. Families with children continue to have the highest risk of
having incomes that fall short of the standard, with working parents facing
worsening prospects:

« Forlone parents, even those working full time have a 42% risk of being
below MIS, up from 28% in 2008/09. 151,000 out of 356,000 people in
households headed by lone parents working full time are below the
minimum.

e 56% of people in single-breadwinner couples with children live below — a
substantial increase of more than a third over the six-year period. This
affects 500,000 out of 880,000 people in such families.

o For couples with children where one adult works full time and the other is
in part-time or self-employment, the risk of inadequate income has
increased by a half, reaching 18%. This is 310,000 out of 1.7 million
people in such families.

4.7  There are some offsetting current trends:

e There has been a continuing decrease in the percentage of the working
age population unemployed in Leicester (NOMIS): June 2017, 5.2%
(down from June 2016, 6.6%, June 2015, 7.7%; June 2014, 11.8%; and
June 2013, 13.9%).

o The National Institute of Economic and Social Research (NIESR) have
projected consumer price inflation to peak at 3.4 per cent in the final
quarter of 2017, before gradually returning back towards the Bank of
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6.2

6.3

6.4

England’s 2 per cent target. The Bank now expects inflation will hit 2.4%
in 2018 and 2019.

Overall impact

Any increased costs will be a problem for some households with limited
incomes, as they will be squeezed by the next round of welfare reforms
alongside inflationary increases of many basic household items such as food
and fuel.

The weekly increase in council tax, however, is small for many of these
households, as can be seen from the table above.

Mitigating actions:

For residents likely to experience short term financial crises as a result of the
cumulative impacts of the above risks, the Council has a range of mitigating
actions. These include: funding through Discretionary Housing Payments; the
council’s work with voluntary and community sector organisations to provide
food to local people where it is required — through the council’s or partners’
food banks; and through schemes which support people getting into work (and
include cost reducing initiatives that address high transport costs such as
providing recycled bicycles).

Having said this, although it will continue to be in place as a mitigating action,
there has been significant pressure on the Discretionary Housing Payment fund
which has resulted in the need to review the policy for 2018. The change will
mean that initial awards of discretionary support to claimants affected by the
Benefit Cap are restricted, and those who have previously received support at
100% of rent shortfall to a further award of thirteen weeks only, supplemented
by intensive support by Citizens Advice LeicesterShire (CITAL). Claimants
affected by the Benefit Cap are considered by the government to be fit to move
into work and are not receiving any of a series of exclusionary benefits. The
initial 13 week allowance of discretionary support will be removed, prior to
applying to be placed on the Housing Register and actively seeking alternative
accommodation, instead requiring this engagement from the outset of a claim,
unless a legal exemption or exceptional circumstances apply. A ring fenced
allocation of the DHP budget will also be transferred to the administration of the
Housing Department to provide rent deposits and rent in advance, supporting
the LeicesterLet scheme. This is intended to ensure that households affected
by welfare reforms are able to move to more appropriate properties and to
ensure that Leicester City Council meet their new statutory homelessness
obligations.

These changes will ensure that there are sufficient funds to protect those who
require support the most (across all protected characteristics) and will ensure
that the fund is not exhausted rapidly, which would leave those who need
support without any financial assistance.

Social welfare advice is currently in the process of being re-procured and will
continue to be used as a mitigating action. Advice will continue to be provided
in relation to welfare benefits, debt, housing, employment, community care,
family issues and immigration. A full assessment of the impact of the proposals
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7.2

has been undertaken. A model has now been agreed and soft market test has
commenced.

What protected characteristics are affected?

The table below describes how each protected characteristic is likely to be
affected by the proposed council tax increase. The chart sets out known trends,
anticipated impacts and risks; along with mitigating actions available to reduce
negative impacts.

Some protected characteristics are not (as far as we can tell) disproportionately
affected (as will be seen from the table) because there is no evidence to
suggest they are affected differently from the population at large. They may, of
course, be disadvantaged if they also have other protected characteristics that
are likely to be affected, as indicated in the following analysis of impact based
on protected characteristic.

2018/19 BUDGET REPORT Page 40 of 49
21st February 2018



7.3

Analysis of impact based on protected characteristic

Protected
characteristic

Impact of proposal:

Risk of negative
impact:

Mitigating actions:

Age

Older people are least affected by a potential increase in council tax. Older people (pension age
& older) have been relatively protected from the impacts of the recession & welfare cuts, they
receive protection from inflation in the uprating of state pensions. Low-income pensioners also
have more generous (up to 100%) council tax relief. However, in the current financial climate, a
lower council tax increase would require even greater cuts to services. While it is not possible to
say where these cuts would fall exactly, there are potential negative impacts for this group as
older people are the primary service users of Adult Social Care.

Income inequality is likely to increase over the next few years.

If real earnings grow as the Office for Budget Responsibility forecasts, high-income households
will benefit more than lower-income ones. And if benefit

cuts proceed as planned, they will act to significantly reduce the incomes of low-income working-
age households.

Working age people bear the impacts of welfare reform reductions — particularly those with
children. Whilst an increasing proportion of working age residents are in work, national research
indicates that those on low wages are failing to get the anticipated uplift of the National Living
Wage.

A recent report by the Institute for Fiscal Studies on Living Standards, Poverty and Inequality in
the UK 2017, shows that trends in living standards for different age groups have been very
different. By 2015-16, median income for those aged 60 and over was 10% higher than it was in
2007-08, but for adults aged 22-30 it was still 4% lower. These differences are primarily due to
the negative labour market impacts of the recession, which were far more pronounced among
younger people.

The Joseph Rowntree Foundation’s Minimum Income standard (MIS) shows that families with
children continue to have the highest risk of having incomes that fall short of the standard, with
working parents facing worsening prospects, as discussed at paragraph 4.6 above.

The tax increase could have an impact on such household incomes.

Working age
households and
families with children —
incomes squeezed
through low wages
and reducing levels of
benefit income.

Access to council
discretionary funds
for individual
financial crises;
access to council
and partner support
for food; and advice
on better managing
household budgets.

2018/19 BUDGET REPORT Page 41 of 49
21st February 2018




Protected
characteristic

Impact of proposal:

Risk of negative
impact:

Mitigating actions:

Disability Disability benefits have been reduced over time as thresholds for support have increased. The tax | Further erode quality Disability benefits
increase could have an impact on such household incomes. of life being are disregarded in
experienced by the assessment of
disabled people as need for CTRS
their household purposes. Access
incomes are squeezed | to council
further as a result of discretionary funds
reduced benefits and for individual
impact of increased financial crises;
inflation. access to council
and partner support
for food; and advice
on better managing
budgets.
Gender No disproportionate impact is attributable specifically to this characteristic.

Reassignment

Marriage & Civil
Partnership

Couples receive benefits if in need, irrespective of their legal marriage or civil partnership status.
No disproportionate impact is attributable specifically to this characteristic.

Pregnancy and

Maternity benefits will not be frozen and therefore kept in line with inflation.

Maternity However, other social security benefits will be frozen, but without disproportionate impact arising
for this specific protected characteristic.
Race Those with white backgrounds are disproportionately on low incomes (indices of multiple Household income Access to council

deprivation) and in receipt of social security benefits. Some BME people are also low income and
on benefits. The tax increase could have an impact on such household incomes.

Nationally, one-earner couples have seen particular falls in real income and are disproportionately
of Asian background — which suggests an increasing impact on this group.

being further squeezed
through low wages
and reducing levels of
benefit income, along
with anticipated
inflation.

discretionary funds
for individual
financial crises,
access to council
and partner support
for food and advice
on better managing
household budgets.

Religion or Belief

No disproportionate impact is attributable specifically to this characteristic.
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Protected
characteristic

Impact of proposal:

Risk of negative
impact:

Mitigating actions:

Sex

Disproportionate impact on women who tend to manage household budgets and are responsible
for childcare costs. Women are disproportionately lone parents.

The Joseph Rowntree Foundation’s Minimum Income standard (MIS) shows that Families with
children continue to have the highest risk of having incomes that fall short of the standard, with
working parents facing worsening prospects:

For lone parents, even those working full time have a 42% risk of being below MIS, up from 28%
in 2008/09. 151,000 out of 356,000 people in households headed by lone parents working full time
are below the minimum.

Incomes squeezed
through low wages
and reducing levels of
benefit income, along
with anticipated
inflation. Increased risk
for women as they are
more likely to be lone
parents.

If in receipt of
Universal Credit or
tax credits, a
significant
proportion of
childcare costs are
met by these
sources.

Access to council
discretionary funds
for individual
financial crises,
access to council
and partner support
for food and advice
on better managing
household budgets.

Sexual Orientation

No disproportionate impact is attributable specifically to this characteristic.
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Appendix Six

Earmarked Reserves

1. Earmarked reserves as reported to Overview & Scrutiny Committee in December

2017 were as follows:
Current balance

£k
Departmental Reserves
Adult Social Care 312
Voluntary Sector Prospective Work 1,500
Children’s Services 956
City Development & Neighbourhoods 1,092
Housing (non HRA) 1,179
Public Health 662
Channel Shift 1,648
ICT Development 2,959
PC Replacement Fund 1,297
Surplus Property Disposal 912
Election Fund 1,020
Financial Services 3,347
Other Corporate Resources Department 3,814
Subtotal — departmental 20,698
Corporate Reserves
Managed Reserves Strategy 27,496
BSF Financing 10,511
Capital Programme Reserve 37,498
Severance Fund 11,032
Insurance Fund 6,664
Service Transformation 7,302
Welfare Reform 4,004
Other corporate reserves 2,153
Subtotal — corporate 106,660
TOTAL UNRINGFENCED 127,358
Ringfenced Reserves
NHS Joint Working Projects 1,769
Public Health Transformation 1,668
School Capital Fund 2,917
Schools Buyback 771
Dedicated Schools Grant not delegated to schools 14,205
School & PRU balances 14,683
TOTAL RINGFENCED 36,013
Total earmarked reserves 163,371
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2. Earmarked reserves can be broadly divided into ring-fenced reserves, which are
funds held by the Council but for which we have obligations to other partners or
organisations; departmental reserves, which are held for specific services; and
corporate reserves, which are held for purposes applicable to the organisation as a

whole.

3. Ring-fenced reserves include:-

NHS joint working projects: The Government has provided funding for
joint working between adult social care and the NHS;

Public Health Transformation: Ringfenced Public Health Grant money
and will be used for future service changes;

Amounts originating from Dedicated Schools Grant which are, by, law,
ring-fenced to schools or relevant non-delegated functions. These
balances will be used to fund growth in pupil numbers and cost pressures
in the high needs block which will arise as a consequence of growth in
numbers and national funding reform.

4. Departmental reserves include amounts held by service departments to fund
specific projects or identified service pressures. Significant amounts include:-

Adult Social Care and Children’s Services: To meet budget pressures
and prevent overspending;

City Development and Neighbourhoods: It is anticipated that the
reserve will be drawn upon to support 2017/18 cost and income
pressures, as noted in budget monitoring reports. The remaining balance
will provide resilience in 2018/19 should the department face in-year
budget pressures as spending reviews take effect; to enable any new,
one-off priority activities to be funded; and to meet known additional
pressures such as a shortfall in bereavement income and reduced
income at Leicester Market as the redevelopment continues.

Housing: held to ensure that any short term increases in the demand for
General Fund housing services can be managed without affecting the in-
year budget; to secure increased availability of private rented sector
accommodation where required; to support joined-up working with
complex clients; and to fund planned service improvements.

Voluntary Sector Prospective Work: To provide a grant pot which can
be used by the voluntary sector for preventative non statutory support in
the community of £250k per annum, initially for a three year period;
Channel Shift: To fund work across the Council to both improve the
customer experience and make savings through increasing the proportion
of interactions with residents that use web-based and self-service
systems, or streamlined customer services operations;

ICT Development: The ongoing upgrade and modernisation of the
Council’s IT infrastructure (such as the Windows 10 rollout programme);
PC Replacement Fund: To fund a rolling replacement programme for
desktop PCs and portable devices as we continue to promote flexible and
mobile working;

Election Fund: To meet costs arising from future elections, smoothing
out the cost between years;
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Financial Services: For expenditure on replacing the Council’s main
finance system, the Service Analysis Team and Welfare & Benefits as
government housing benefit administration grants reduce and universal
credit is rolled out.

5. Corporate reserves include:-

Managed Reserves Strategy — a key element to delivering this budget
strategy, as set out in para. 14 of this report;

BSF Financing: to manage costs over the remaining life of the BSF
scheme and lifecycle maintenance costs of the redeveloped schools;
Capital Programme Reserve: to support approved spending on the
Council’s capital programme. This is fully committed to meet the costs of
the capital programme;

Severance Fund: to facilitate ongoing savings by meeting the
redundancy and other costs arising from budget cuts;

Insurance Fund: To meet the cost of claims which are self-insured;
Service Transformation Fund: to fund projects which redesign services
enabling them to function effectively at reduced cost

Welfare Reform: set aside to support welfare claimants who face crisis,
following the withdrawal of government funding for this purpose.
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Appendix Seven

Comments from Partners

1. The Y Centre acknowledges the challenges faced by the Council, and notes
that partnership working with the voluntary sector can reduce costs and leverage
external grant funding. The centre is considering expanding its provision for
vulnerable young people, and is engaging with the Council.

2. Attenborough Arts Council is concerned at the level of cuts in government
funding, and the impact this may have on Leicester's cultural provision, and the
impact of this on the most vulnerable groups.

3. The Federation of Small Businesses commented on the importance of
suitable spaces for new start-ups and growing small businesses, and of parking
provision for independent shops.

4. Healthwatch comment on the disproportionate cuts faced by the most
deprived areas of the country, and particularly the impact on social care spend; and
express their concerns that this will widen health inequalities. Their response
stresses the need for a more equitable funding formula to be developed nationally.

5. The budget was discussed at the Learning Disability Partnership Board
on 24t January. Members expressed their concern at the national issues facing
social care funding, and the need to keep pressure on the Government to develop a
sustainable solution.

6. Our Community Cares expressed their concern that their current offer could
not be continued if Council support were to be reduced, and that this would have a
direct impact on vulnerable people.

7. The Leicester Primary Partnership are concerned about the likely
reduction in the school improvement service, and the impact on partnership working
between the authority and schools.
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Spending Review Programme

Appendix Eight

Outstanding Savings

Savings | Outstanding —sum reflected in
Reported Savings Spending Review 4
Review Summary (Em) (Em) (Em)
1. Corporate Implementation complete. 3.9 Nil
Resources
2. Transforming Reviewing community use 1.1 0.4 0.4
Neighbourhood buildings on an area by area basis
Services (libraries, community centres,
adult skills, customer service
centres). Review work mostly
complete.
3. Voluntary and Implementation complete. 0.1 Nil
Community
Services
4. HRA Charging Complete (decisions taken). 4.0 Nil
5. Sports and Review of Council’s direct sports 2.0 1.2
Leisure provision and sports development.
Public consultation recently
concluded.
6. Parks and Open Review work complete but 1.5 Nil
Spaces disposal of land unlikely to realise
the saving by 2019/20.
7. Park and Ride Service expected to become self- 0.2 Nil
financing. Review work complete;
fare rises implemented.
8. External Implementation complete. 0.1 Nil
Communications
9. Substance Misuse | Complete. 1.0 Nil
10. | Welfare Advice Decision taken. 0.2 Nil
11. | Investment Review of property assets held for 0.5 0.1 Nil
Property. investment income.
12. | IT Review work complete. 24 Nil
13. | Homelessness Review of services to prevent 1.5 Nil
Services homelessness. Review work
complete.
14. | Technical Covers facilities management, 10.1 Nil
Services operational property services,
traffic and transport, repairs and
maintenance of all buildings
(including housing), fleet
management, stores, energy,
environment team. In
implementation.
16. | Children’s All services provided by Education 4.4 0.6 0.6
Services and Children’s Services, other
than schools and social care.
Early Help and Youth Services
review work complete.
17. | Regulatory Protective services including 0.4 0.6 Nil
Services neighbourhood protection,
business regulation, pest control,
licensing and community safety.
Phase one and Phase Two
implementation complete; further
savings unlikely.
18. | Cleansing and City and neighbourhood 0.7 1.8 1.0
Waste cleansing, litter disposal, waste
collection and disposal (including
PFI arrangements). Phase one
review complete, further savings
difficult.
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Outstanding Savings

Savings Outstanding — sum reflected in
Reported Savings Spending Review 4
Review Summary (Em) (Em) (Em)
19. | City Centre Services provided by City Centre 0.1 Nil
Division, including tourism.
Complete.
20. | Using Buildings Extends scope of Transforming 0.4 1.6 0.8
Better Neighbourhoods to review other
neighbourhood buildings (depots
and local non-customer facing
offices). Revenue savings will
arise from channel shift and staff
accommodation.
21. | Tourism, Culture Covers arts organisations, 1.1 0.4 Nil
& Inward museums, support to festivals and
Investment other divisional services. Phase
one complete.
22. | Car Parking and Complete. 0.8 Nil
Highways
Maintenance
23. | Parks standards Efficiency savings. 0.2 NIL
and development
24. | Community Revisit current arrangements with 0.1 0.1 0.1
Capacity Building | Voluntary Action Leicester & other
projects - complete apart from
element dependent on Social
Welfare Advice review
25. | Civic & Democratic and civic functions. 0.2 Nil
Democratic Implementation complete.
Services
26. | Departmental Review of departmental 1.3 Nil
Administration administrative services. Savings
being delivered departmentally.
27. | Adult Learning Aim to increase the £0.8m 0.4 Nil
currently contributed to Council
support. Service realignment
being considered, savings
unlikely.
28. | Advice Services Review of internal and external 0.5 0.3
(Social Welfare) advice services provided by
internal Welfare Rights, STAR
service and external
organisations; aims to eliminate
duplicate provision. Being
considered by NCSI Scrutiny
Committee in Dec 17 (public
consultation recently undertaken).
29. | Sexual Health On demand sexual health and 0.2 0.6 0.6
Services contraception services at St.
Peter’'s Health Centre. Public
consultation recently concluded.
30. | Lifestyle Services | Services which support improved 0.3 1.1 1.1
diet and physical activity, and
cessation of smoking. A single,
integrated service is under
development.
31. | CDN Management savings 0.3 Nil
Subtotal 37.0 10.2 5.9
Additional savings target (“SR4”) 19.8
Total savings sought by 2019/20 25.7
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