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1) Executive summary

This Strategy sets out the financial picture facing the Council over
the coming five years, the resources available to the Council, and
the Council’s strategy for managing its resources effectively. The
four year period of the 2015 Comprehensive Spending Review
came to an end in 2019-20 and Government has yet to announce a
new multi-year settlement. This has left Local Authorities facing
considerable uncertainty around the level of resources available to
them over the medium term. It is therefore essential that Councils
continue to focus on delivering core services sustainably whilst
maintaining the adaptability required to respond to changing levels
of resources, ensuring that services deliver value for money.

There is a great deal of uncertainty surrounding the UK’s public
finances not least due to uncertainty around our future relationship
with the European Union following Brexit. Potential impacts on
economic growth, migration policy, and the cost of goods and
services may influence levels of resources available to local
authorities. In addition to the international uncertainty, there are a
number of Central Government consultations currently underway,
most notably those on technical aspects of Fair Funding and the
Business Rates Retention Scheme, which are expected to affect the
Council’s funding. Local Authorities had expected these funding
reforms to take effect from 2020-21 however Government has
confirmed that these will now be deferred until 2021-22. The
outcomes of these consultations will be taken into account within
the Business Plan as they become available.

The Fair Funding Review will affect how funding is allocated and
redistributed between local authorities from 2021 onwards. It will
reset business rate baselines which set out expected business rate
receipts, funding baselines which determine relative need, and the
tier split of business rates between County Councils and District
Councils. The Government’s preferred option is for a per-capita
foundation formula with seven service-specific funding formulae
and an Area cost Adjustment to reflect the differences in the cost in
delivering services in different areas of the country. Damping is
expected to play a significant role in limiting reallocations of
funding between local authorities. It is also likely that reallocations
will be phased in so no local authority will face a cliff edge cut to
their funding or a step change increase in their funding.

At Autumn Budget 2017 it was announced that business rates
revaluations will take place every three years, rather than every
five years, following the next revaluation. This increases the risk to
local authorities of funding changes part way into the period of
their medium term financial strategies making longer term planning
more challenging. Spring Statement 2018 announced that the next
revaluation, which was due in 2022, will be brought forward to
2021. This will further increase the potential risk of significant
changes to local authority funding allocations when the new model
of 75% business rates retention is introduced in 2021-22.

The Council has developed a strategic approach to the creation of
transformation and innovation proposals. This has helped to ensure
that proposals and ideas are captured and turned from suggestions
into realities. In order to support the continuation of this strategic
approach, the Council previously established a Transformation



Fund currently held at around £20m ensuring that finance is not a
barrier to transformation. This has supported Adult’s and
Children’s services in particular to transform the current models of
delivery and in doing so sustain higher levels of service than could
have been afforded without the transformation funding.

The Council has to make some bold reforms but we are pushing at
all boundaries to ensure that we are still able to fulfil our statutory
duties and protect the most vulnerable.

Some service reductions are inevitable, these will be far less than
otherwise would have been the case had the Council not embarked
upon this journey, and we will always focus on transforming rather
than cutting services within this approach. The Council will
continue to seek to shape proposals so that the most vulnerable
are the least affected. The Council has a statutory responsibility to
set a balanced budget each financial year and the proposals that
are already within the Business Plan for 2020-21 do contain some
proposals, the delivery of which, will be challenging.

This strategy sets out the issues and challenges for the next five
financial years and creates a framework within which the detailed
budgets will be constructed.

Cambridgeshire has one of the fastest growing populations in the
country and, as such, we are under particular pressure as the
number of people accessing our services increases. The general
population is also aging due to increasing life expectancies which is
putting pressure on the ability of service users to contribute to the
long term costs of their care. In addition to this background
population growth the needs of those requiring care packages are
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becoming more complex and therefore costly. As a result, the
Council will work increasingly across service, organisation, and
sector boundaries to find ways in which the resources of the wider
public sector and the community can be best used to achieve the
outcomes we strive for in the context of a rapidly increasing
number and need of local population.

The key elements of this Strategy, on which basis the Business Plan
is predicated, are set out below. A key point to note is that general
Council tax is not expected to increase for the five years included in
the Strategy, but the Adult Social Care precept is assumed to
increase by 2% in all five years. As yet there is no confirmation the
precept will be available beyond 2020-21.

e Noincreases in general council tax from 2020-21 until 2024-
25 (a 1% increase in the Council tax generates £2.9m)

e Anincrease in the Adult Social Care Precept of 2% for all five
years of the Strategy;

e The strategic approach to developing savings and
transformation proposals that support the Business Plan
continue to evolve through a focus on demand
management, (this entails employing a place based
approach that builds on communities natural resources)
efficiency, accountability, partnership and co-production;

e For the financial year 2020-21 the base budget will use the
budget allocations built into the existing Business Plan but
any variations will be managed, where possible, through the
transformation work-streams that will bring forward cross-
Council and multi-agency proposals;
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e Funding for invest to save schemes will continue to be made e The Council Tax assumption and forecasts are reviewed
available via the Transformation Fund as part of the annually
Business Planning process, or from the Council’s General e The Council will continue to lobby central government for
Reserve, subject to robust business cases; fair funding leading into the national replacement of the
e The Council will continue to adopt a more commercial focus current funding formula in 2021-22.

in the use of its assets (both human and infrastructure)
looking for opportunities to generate income in order to
protect frontline services;

e The General Reserve will be held at (and if necessary
restored to) approximately 3% of expenditure (excluding
schools expenditure and Combined Authority levy);

e Staff pay inflation has been budgeted at 2% for 2020-21 and
2021-22

e Fees and charges will be reviewed annually in line with the
Council’s fees and charges policy;

e The capital programme will be developed in line with the
framework set out in the Capital Strategy where prudential
borrowing will be restricted and any additional net revenue
borrowing costs would need Council approval;

e All savings proposals will be developed against the backdrop
of the Council’s outcome-based approach to Business
Planning, recognising the need to embrace change and
innovation;

e All opportunities for cross-sector and organisational
working that drive end to end efficiencies and/or
improvements in service delivery will be pursued;

e Business rates pooling will be fully explored with district
councils and the Combined Authority where there is a
mutual financial benefit to do so;
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2) National and local context

The Council’s business planning takes place within the context of
both the national and local economic environments, as well as
government’s public expenditure plans. This chapter of the
Medium Term Financial Strategy explores that backdrop.

National economic outlook

UK GDP growth has fallen steadily for the past six years from 2.9%
in 2014 to just 1.2% in 2019. In 2014 the UK economy was the
fastest growing in the G7 and has since fallen to among the slowest
growing. GDP growth is expected to remain relatively flat at around
1.5% over the next four years however this is subject to significant
uncertainty due to the potential impact of Brexit on the UK
economy. However, income tax receipts are performing above
forecast levels and market interest rates are lower than projected,
counteracting the impact of weak economic growth. These trends
are expected to continue into the medium term, delivering a
modest improvement in public finances.

The impact of exiting the European Union on the public sector will
be largely dependent on the terms of the UK’s future relationship
with the EU. Future opportunities of Brexit could include the
potential for increased devolution of decision making powers and
funding streams to local authorities. However the public sector
faces exposure to financial risk as a result of Brexit, at least in the
short to medium term, including potential reductions in EU grant
funding, uncertainty about the UK’s future trading relationship with
the EU and the impact of immigration policy on the labour pool.
Local Authorities therefore need to ensure that they are financially
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resilient in order to provide for the potential risks of Brexit, and to
capitalise on the opportunities that may arise.

Labour productivity remains a key weakness for the UK, with the
International Monetary Fund warning that it is a key risk the UK's
future economic health. The Office of Budget Responsibility is
forecasting a gradual rise in productivity over the next four years as
Brexit uncertainty begins to dissipate. However productivity is still
4.5 percentage points below the level in 2008 and growth is set to
remain significantly lower than its pre-crisis rate. The ONS
estimates that if productivity had continued to grow in line with the
pre-crisis trend, average wages would have been over £5,000
higher in 2018 than were observed in reality.

Figure 2.1: GDP Growth (Source: OBR, March 2019)
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The downturn in the housing and property market after the credit Figure 2.2: CPI Inflation (Source: OBR, March 2019)
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Unemployment has continued to fall, with the OBR revising the
level of sustainable unemployment from 5% to 4.0% - the latest
figures from the Office for National Statistics put the
unemployment rate at 4.0%; with 1.36m people aged 16 to 64 not
employed but seeking work. This figure is expected to rise
marginally to 4.1% in 2019 as output falls below potential before
falling back to the equilibrium rate of 4% by late 2022. As at
November 2018, the number of people claiming Jobseekers
Allowance was 0.99m. In total, 32.5m people were in employment
(75.7% of the population aged 16-64).

The government has set a target of 2% for the underlying rate of
inflation as measured by the Consumer Price Index. During 2014
inflation fell below this level for the first time since late 2009. Since
then CPI inflation has risen sharply, recently driven by the
depreciation in sterling after the EU referendum and rising global
commodity and energy prices. CPl inflation peaked at 3% in the
final quarter of 2017 but has fallen back to around the 2% target in

2019 where it is projected to remain across the MTFS period. 4 . 2% 75 . 7% O . 99 m

of the labour force aged of people aged 16 to 64 people were claiming
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not find a job
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In August 2018 the Bank of England increased the base rate by
0.25% to 0.75%; the highest level since the financial crisis. This was
in response to the falling unemployment rate which has reached its
lowest level since the mid-1970s and the resulting impact on wage
growth. The ONS predict this rising to 1.25% by 2023; while these
rises seem large compared to the historically low rates since 2009,
and will have some degree of adverse effect on the cost of
borrowing, the rate is still significantly lower than the pre-crash
peak of 5.7%.

The continued sluggish growth in the Eurozone and the slowing-
down of the Chinese economy may also have a significant impact
on the UK’s position.

Public Sector spending

The government’s economic strategy, as stated in the charter for
budget responsibility is to “return the public finances to balance at
the earliest possible date in the next Parliament”. In the interim,
cyclically-adjusted borrowing should be below 2% of GDP by 2020-
21.

Whilst the 5-year settlement for the NHS announced in June 2018
and the increases in public spending announced in the Autumn
Budget have resulted in a short term projected increase in the
deficit, the OBR still expects the Government to meet their 2%
target by 2020-21.

Public sector net debt peaked at 85.2% of GDP in 2016-17 but is
expected to reduce to 75.0% by 2022-23. At its peak, debt will
have increased by over 40% of GDP since 2007-08 — a figure that
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highlights the long-term challenge, facing this and future
governments, of returning the UK’s public finances to a sustainable
position.

Figure 2.3: Total public sector spending and receipts (Source: OBR, October
2018)
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The government plans to eliminate the deficit by a mixture of
spending and fiscal consolidation. Current estimates indicate that
Total Managed Expenditure will be reduced from 38.3 % of GDP in
2019-10 to 37.9% of GDP by 2023-24.

Total Managed Expenditure (TME) is the total amount that
government spends. It is split into amounts allocated to individual
government departments (known as Departmental Expenditure
Limits, or DEL) and spending that is not controlled by government
departments (known as Annually Managed Expenditure, or AME).
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AME covers spending on areas such as welfare, pensions and debt
interest.

HM Treasury’s forecast for TME over the next five years, as shown
in Figure 2.4, indicates a 3% year on year increase, in revenue
Departmental Expenditure Limits until 2023-24 to match forecast
long term inflation targets, alongside a similar increase in AME.
These forecasts are subject to considerable uncertainty due to the
ongoing Brexit process. It has been suggested that the Chancellor’s
Spring Statement may be upgraded to a major fiscal event should
the terms of the UK’s withdrawl from the EU differ significantly
from those anticipated at the time of the Autumn Budget.

Figure 2.4: Total Managed Expenditure (Source: OBR, October 2018)
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Detailed government spending plans for individual departments
were announced in the 2015 Spending Review, and departments
will continue to deliver these plans. The latest spending review, in
2019, is for one financial year only, meaning that DELs have not
been set beyond 2020-21.

By far the majority of the Ministry of Housing, Communities and
Local Government’s DEL is allocated to individual local authorities.
The Government has launched a Fair Funding review which will set
new baseline funding allocations for local authorities by delivering
an up-to-date assessment of their relative needs and resources.
The new model of funding could bring about significant changes in
distribution of funding between Local Authorities from 2021-22.

Our internal modelling is currently based on the existing system of
50% business rates retention with Government grants assumed to
continue on a cash flat basis. During 2020/21 we will develop a
revised model based on 75% local retention of business rates,
incorporating new developments in methodology which will
emerge as the consultation process progresses.

Local economic outlook

To be updated

The Cambridgeshire economy has been relatively, compared to the
national picture, as demonstrated by its above average levels of job
creation between 2001 and 2011. In the aftermath of the financial
crisis increases in hi-tech firm size were evident between 2008 and
2010. The East of England remained the third-highest exporting
region by value in 2012, with a particularly strong pharmaceutical
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industry — significantly bolstered by the move of the AstraZeneca Trade balance with EU by region (Em, 2015 prices)
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Economic productivity is measured by Gross Value Added (GVA).
Calculated on a workplace basis, Cambridgeshire’s GVA was
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Figure 2.5: GVA growth forecasts for Cambridgeshire by district
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Cambridgeshire’s GVA per head of population is above the regional
and national averages, predominantly due to high value added
activity in South Cambridgeshire and a high jobs density in
Cambridge City, which push up the county average. Productivity is
highest in South Cambridgeshire, reflecting the concentration of
high value industry in this district.

Cambridgeshire’s GVA is forecast to grow by 7.9% over the term of
the MTFS, with the most significant increase in Cambridge City,
where GVA is expected to increase by £558m. Enterprise births
relative to population is still below the regional and national
averages rate. Cambridgeshire as a whole saw an increase in the
number of business start-ups in 2016 compared to 2015 however
numbers of new start-ups fell in 2017 both in Cambridgeshire and

across the East of England. However Retail growth in most district
town centres continues to provide an important source of
employment to support the broader market town business base.

Figure 2.6: Employment growth forecasts for Cambridgeshire by district
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The forecast continued employment growth across all districts
presents a key opportunity for the county. Cambridgeshire has
seen a 3.2% rise in the number of private sector jobs from 2015 to
2016. From an historical perspective, job creation has previously
been uneven, with Fenland and Cambridge only seeing limited
growth between 2001 and 2011; however Fenland and Cambridge
have seen jobs growth of 3.7% and 2.4% respectively from 2010 to
2016. A significant proportion of jobs in Cambridge and South
Cambridgeshire are in manufacturing, healthcare and education. In
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Huntingdonshire, East Cambridgeshire and Fenland, jobs are
concentrated in the construction and agricultural sectors.

Fenland and East Cambridgeshire have been designated a Social
Mobility Opportunity Area. This follows work from the Social
Mobility Commission to assess the prospects of disadvantaged
young people from every council area in the UK. The delivery plan
for the opportunity area has four priorities, one of which is to focus
on raising the aspirations of young people regarding their final
careers. Other key actions include increasing teacher numbers.

Cambridge City is seeing rising demand for skilled workers in
manufacturing and production sectors due to a rise in orders,
although there is a noticeable skills gap developing for the
increasing number of vacancies. The low proportion of
Cambridgeshire residents qualified to an intermediate skills level
(NVQ Level 3) despite the high demand for people with these skills
levels within the county is another key employment issue.

To be updated

The free Wi-Fi network covering central Cambridge is continuing to
expand under the Connecting Cambridgeshire programme, as the
first step in improving public access to Wi-Fi across the county.
Better connectivity is expected to improve productivity. In March
2017, the Council approved the Cambridgeshire digital connectivity
blueprint for 2017-2020 (£13.2m) with associated targets for
broadband access, mobile coverage and public Wi-Fi access. In
March 2018 the Chancellor announced up to £4m of additional
funding to help to bring full fibre broadband connectivity to
Cambridgeshire and Peterborough.

As part of the Budget 2014, Central Government announced their
agreement for a Greater Cambridge City Deal (Greater Cambridge
Partnership) which will deliver a step change in investment
capability; an increase in jobs and homes with benefits for the
whole County and the wider Local Enterprise Partnership area. The
agreement provides a grant of up to £500 million for new transport
schemes. However, only £100 million of funding has initially been
guaranteed with the remaining funding dependent on the
achievement of certain triggers. The deal has resulted in a changed
set of governance arrangements for Greater Cambridge, allowing
the County, Cambridge City Council and South Cambridgeshire
District Council to pool funding and powers through a Joint
Executive. This is helping to deliver a more joined-up and efficient
approach to the key economic issues facing this rapidly-growing
city region.

Cambridgeshire’s growing population

Cambridgeshire County Council’s population estimates show that
Cambridgeshire’s population has continued to grow since the
Census 2011, rising by 4% to 648,300 by mid-2015. At the time of
the 2011 census, Cambridgeshire was the fastest growing county in
the UK with the county’s population having increased by 68,500
between 2001 and 2011 to 621,200 - a growth rate of 12% over the
ten year period. A growing county provides many opportunities for
development and is a general sign of economic success. However, it
also brings with it significant additional demand for services which
is compounded by an increasing proportion of the population in the
60+ age group. When this is combined with the Government’s
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austerity drive it creates what has been described as the “perfect
storm”. Being able to balance our budget will become increasingly

more challenging as we progress through the period of this
strategy.

Our forecasts show that the county’s population is expected to
grow by 23% between 2016 and 2036. The pattern of growth will
not be evenly spread, with over half of it occurring in
Huntingdonshire and South Cambridgeshire. As well as increased
numbers of people living in the area, the population structure is
also changing. The number of people aged 65 and over is forecast
to continue to increase over the next 20 years, from 123,200 in
2018 to 181,800 in 2038, and forecast to account for 26% of the
total population in 2036 compared to 16% at the 2011 Census,
placing unprecedented demand on social care services for the
elderly. It is also anticipated that there will be more people with
care needs such as learning disabilities within the population.

Figure 2.7: Population forecasts for Cambridgeshire
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3) Transformation

The Business Plan sets out how the Council intends to deliver its
priority outcomes. With real terms reduction in resources and
pressures of demographic growth, maintaining the level of funding
for the key activities that deliver these outcomes becomes
increasingly challenging without fundamental change.

In response, the Council has embarked upon a significant
transformation programme — challenging ourselves to find
innovative new approaches and creative solutions so that a leaner,
more forward thinking and agile organisation emerges to meet the
needs of our communities.

The Transformation Programme is now integrated into the Business
Planning process with our programme of investments and savings
reflecting the transformational changes we are planning for 2020-
21 and beyond.

The key principles driving our thinking are;

e Working for the System in Partnership — the boundaries
between public sector partners are blurring as we move
closer to a whole system focus on shared priorities,
outcomes and cost efficiencies. By acting as ‘one public
service’ with our partners in the public sector and forming
new and deeper partnerships with communities, the
voluntary sector and business we can make the whole
system work most effectively together. This theme includes
cost sharing between partners, joint commissioning, joint
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services and most importantly designing how it all fits
together around people not the needs of individual
organisations.

Modern, Lean and Focussed on Delivery — taking advantage
of the latest technologies, applying digital strategies to
reduce transactional costs, reducing internal business costs
and applying the most creative and dynamic ways of
working to deliver the most value for the least cost.
Applying this principle ensures the organisation is lean in
the ‘back office’” and puts as much of its resources as
possible into delivering directly for communities.

Intervening Early and Preventatively — working to give
people early help so that their needs don’t escalate to the
point where they need to rely heavily on public sector
support. It is about supporting people to remain as healthy
and independent as possible and stepping in quickly when
people do need extra help so that they recover as much of
their independence as possible and quickly as possible

Focussing on Communities and Places - We are moving to a
more place based approach, bringing the Council, partners
and communities together to adapt to local demand and
committing to a new contract with our citizens, so that the
emphasis of all our practice is on working with communities,
rather than doing things to them or for them.
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e Being Business-Like & Commercial — identifying
opportunities to bring in new sources of income which can
fund crucial public services, making the best possible use of
our assets, ensuring all services are commissioned to
deliver the right outcomes at the right cost and by the right
provider and operating every area of the Council in a
business-like way

Members and Officers have used these principles and themes to
design an organisation that focuses on the outcomes we want most
for our communities and that works together to achieve them. This
process was initiated by a call on Officers throughout the Council to
put forward ideas which they believe can create real improvements
for the people of Cambridgeshire, whether this is directly, by
improvements to our frontline services, or by creating savings or
income which allow more of our resources to be spent where they
are most needed.

These proposals are then driven forward by cross-Directorate
groups, led by the Corporate Management Team and Strategic
Management Team, each responsible for a specific key theme. In
this way we have moved away from cash limits, top down planning
and traditional efficiencies to a process based on cross-directorate
collaboration, shared accountability are taking greater risks and
moving at greater pace than ever before.

Transformation Fund

To support the delivery of this new approach the Council has
established a Transformation Fund, through changing the way the
Council bears its cost of borrowing, and has introduced a
mechanism by which base funding priorities are reviewed and re-
aligned where there is a clear rationale to do so. The Councils
transformation resource is integrating a cross-cutting approach that
the Council has recognised as an essential ingredient to delivering
the new culture and approach within the organisation.




4) Strategic financial framework

The Council’s strategic financial framework is comprised of three
distinct, but interdependent, strategies set out within this Business
Plan:

e Medium Term Financial Strategy (Section 2)
e (Capital Strategy (Section 6)
e Treasury Management Strategy (Section 7)

As well as outlining the Council’s revenue strategy, this Medium
Term Financial Strategy includes the organisation’s Fees and
Charges Policy (see chapter 5) and Reserves Policy (see chapter 8).

The Council’s revenue spending is shaped by our Transformation
Programme, influenced by levels of demand and the cost of service
provision, and constrained by available funding.

Funding forecast

Forecasting our financial resources over the medium term is a key
aspect of the revenue strategy, allowing us to understand the
context in which the Council must operate. We have carried out a
detailed examination of the revenue resources that are available to
the Council. Revenue funding comes from a variety of national and
local sources, including grants from Central Government and other
public agencies, Council Tax, Business Rates and other locally
generated income.
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In 2020-21, Cambridgeshire is expected to receive £583m of
funding excluding grants retained by its schools. The key sources of
funding are Council Tax, for which an increase of 0% on the general
council tax rate and 2% for the Adult Social Care precept has been
assumed, and Central Government funding (excluding grants to
schools).

Figure 4.1: Medium term funding forecast
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(1) This includes Schedule 2 Dedicated Schools Grant, retained by the County
Council under regulation to support schools and education functions, and grant
funding used to purchase traded services from the County Council

(2) This includes Adult Social Care Precept funding with a provisional increase of
2% per year

As is evident from Figure 4.1, the Council will continue to face a
challenging funding environment over the medium term. The
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Council will see an overall increase in funding (excluding schools
grants) of 11.4% to 2024-25, primarily due to increases in Council
tax. However inflationary pressures, population growth and
increased demand for services are expected to result in additional
budget pressures of 21.1% of gross budget over the same period.
This leaves a residual unfunded pressure of £74m (see figure 4.2).
The council will therefore seek to make further improvements to
the efficiency of service provision in order to ensure long term
financial sustainability.

The parameters used in our modelling of incoming resources are
set out below along with the assumptions we have applied.

Table 4.1: Parameters used in modelling future funding

Funding Source Parameters

Business Rates e Cambridgeshire Rateable Value (prudent assumption of
zero real growth)
¢ National CPl inflation (1.8% in 2020-21, rising to 2% by

2024-25, as per OBR forecasts)

Top-up ¢ National CPI inflation (1.8% in 2020-21, rising to 2% by
2024-25, as per OBR forecasts)

General Council ¢ Level set by Council (0% in 20-21 and 21-22)
Tax ® Occupied Cambridgeshire housing stock (1.6%-1.7%
annual increase, as per District Council forecasts)

Adult Social Care

¢ Level set by Council (2% assumed until 2024-25)
Precept

Other grants ¢ Grants allocated by individual government departments

overall decrease of -0.4% by 2024-25)

Fees & charges ¢ Charges set by Council (6.8% increase over MTFS

period)
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Our analysis of revenue resources is subject to a significant degree
of uncertainty due to as yet unknown implications of a number of
government policies designed to shape the local authority funding
environment. Income from government grants has fallen sharply
for a number of years but has recently begun to stabilise,
acknowledging the acute pressures faced by the social care system
and reduction of the national budget deficit. We are therefore
projecting a prudent ‘cash-flat’ grant position across the MTFS
period. Despite the improving outlook for grant funding, the
Council continues to place increasing reliance on locally generated
forms of revenue such as council tax and fees & charges. The
Revenue Support Grant, worth more than £50m a year as recently
as 2015-16, is now no longer received by the council. Although
additional funding for social care has recently been forthcoming,
this will not fully replace the grant funding withdrawn from Local
Government over the past decade.

The Business Rates Retention Scheme, introduced in April 2013,
aims to increase the self-sufficiency of local government and
provide an additional incentive for local authorities to invest in
local economic growth. This is achieved by linking an element of
local authority income to a share of the Business Rates collected in
their area. County Councils currently receive a 9% share of
Business Rates as compared to the District Councils’ share of 40%
which provides vital stability against the variability of Business
Rates. However this means that County Councils retain a lower
proportion of business rates growth and therefore receive smaller
increases in funding than Districts with high levels of growth.



In his April 2015 Budget, the former Chancellor announced a pilot
scheme allowing a small number of authorities, including the
Council, to retain 100% of additional growth in business rates. The
scheme was intended to incentivise local authorities to encourage
business growth and allowed County Councils to retain an
additional 9% of any growth in business rates above an agreed
“stretch target”.

As part of the provisional 2018-19 Local Government Finance
Settlement, it was announced that the Government will implement
a 75% (rather than 100%) model in 2020-21 alongside a new ‘Fair
Funding’ formula. In order to ensure that the reforms are fiscally
neutral, councils will gain new responsibilities, and some Whitehall
grants will be phased out; to date the Revenue Support Grant and
the Public Health Grant have been confirmed to be rolled in. The
impact of these funding changes may be significant for the Council
however we are awaiting further clarity from MHCLG before the
changes can be included in the forecasts.

The Revenue Support Grant was intended to track changes in
relative need between local authorities, compensating those in
need of additional funding. However the grant has been used as a
means for implementing the government’s austerity policy and as a
result has been gradually withdrawn since 2013/14. This has
created a financial disincentive towards population growth and has
an adverse effect on growing counties like Cambridgeshire, which
as far as RSG allocations are concerned, had a population of
635,900 in 2018-19, rather than 680,500.

Medium Term Financial Strategy Section 2

The New Homes Bonus was also subject to consultation, the results
of which were to introduce a baseline growth rate of 0.4% below
which no bonus is paid, and to use the funding this freed up to
create a £240m Adult Social Care Grant. Additional one-off funding
for social care was also provided in 2018/19 and 2019/20 totalling
£8.6m for Cambridgeshire. It is acknowledged that upper tier
authorities face unsustainable pressures in the delivery of social
care services, a key issue which is expected to be addressed in the
2020/21 Fair Funding Review.

The government limited the general increase in Council Tax in
2019-20 to 3% per year, but provided additional flexibility for local
authorities with Adult Social Care responsibilities to raise Council
Tax by an additional precept. In the 2019 spending review, the
government confirmed that a 2% Adult Social Care precept will be
made available again in 2020-21.

The availability of the Adult Social Care precept has not been
confirmed beyond 2020-21, however the budget assumes the
precept will be available beyond this point and will be levied at a
rate of 2% in each year of the Business Plan.

Based on the funding environment created by these policies, the
Council’s response is to pursue the following guiding principles with
regards to income:

e to promote growth;

e to diversify income streams; and

e to ensure a sufficient level of reserves due to increased
financial risk.
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Our ability to raise income levels by increasing Council Tax and been budgeted at 2% for 2020-21 and 2021-22. The table below

charges for services remains limited. Therefore our annual review shows expected overall inflation levels for the Council:

of Council Tax and fees and charges ensures that the Council makes

a conscious decision whether or not to increase these rather than Table 4.2: Inflationary pressures

assuming a default position. 2020-21| 2021-22| 2022-23| 2023-24| 2024-25
Inflationary cost

Spending forecast increase (£000) 8,800 510 7821 7,578 7175

Forecasting the cost of providing current levels of Council services Inflationary cost 1.7% 1.8% 1.5% 1.4% 1.4%

increase (%)

over the medium term is the second key aspect of our revenue
strategy. This allows us to assess the sustainability of current
service provision. Our cost forecasting takes account of pressures Demand pressures
from inflation, demographic change, amendments to legislation
and other factors, as well as any investments the Council has opted
to make.

Demand change can result from changes in population numbers
and changes in population need. The underlying general
population growth in Cambridgeshire is forecast to be around 1.8%
per year in 2020-21 and 2021-22, falling to around 1.4% per year,

Inflationary pressures for the remainder of the MTFS period. The demographic pressures

We have responded to the uncertainty about future inflation rates set out in the table below relate to circumstances where;

relating to our main costs by making a prudent assessment of their e Services cannot absorb the financial impact of general

impact. Our policy of maintaining reserves to cover such population growth

uncertainties provides further protection. e Service user population growth exceeds that of the general
population

There is not a direct link between the inflation we face and e Needs of service users are expected to increase

nationally published inflation indicators such as the Consumer Price
Index (CPI) due to the more specific nature of the goods and
services that we have to purchase. Estimates of inflation have been
based on indices and trends, and include specific pressures such as
inflationary increases built into contracts. Our medium term plans
assume inflation will run at around 1.7%, having taken account of
the mix of goods and services we purchase. Staff pay inflation has



Table 4.3: Demographic pressures

2020-21| 2021-22 | 2022-23 | 2023-24 | 2024-25

Total demographic

cost increase (£000) 10,970 11,477| 12,990 13,487 | 13,210

Total demographic

. 2.1% 2.2% 2.5% 2.5% 2.4%
cost increase (%)

Planned actions to manage demand are detailed within the savings
plans for each service area.

Other pressures

We recognise that there are some unavoidable cost pressures that
we will have to meet. Where possible services are required to
manage pressures, if necessary being met though the achievement
of additional savings or income. If this is not possible, particularly if
the pressure is caused by a legislative change, pressures are funded
corporately, increasing the level of savings that are required across
all Council services.

Investments

The Council recognises that effective transformation often requires
up-front investment and has considered both existing and new

investment proposals during the development of this Business Plan.

To this end, a Transformation Fund has been created through a
revision to the calculation of the Council’s minimum revenue
provision (MRP). The Transformation Fund acts as a pump priming
resource; any permanent investment requirements continue to be
funded through additonal savings across all Council services.
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Financing of capital spend

All capital schemes have a potential two-fold impact on the
revenue position, due to costs of borrowing and the ongoing
revenue impact (pressures, or savings / additional income).
Therefore to ensure that available resources are allocated
optimally, capital programme planning is determined in parallel
with the revenue budget planning process. Both the borrowing
costs and ongoing revenue costs and savings of a scheme are taken
into account as part of a scheme’s Investment Appraisal and,
therefore, the process for prioritising schemes against their ability
to deliver outcomes.

In addition, the Council is required by CIPFA’s Prudential Code for
Capital Finance in Local Authorities 2017 to ensure that it
undertakes borrowing in an affordable and sustainable manner. In
order to guarantee that it achieves this, at the start of each
Business Planning Process the Council determines what proportion
of revenue budget is spent on services and the corresponding
maximum amount to be spent on financing borrowing. This is
achieved by setting an advisory limit on the annual financing costs
of borrowing (debt charges) over the life of the Plan. This in turn
can be translated into a limit on the level of borrowing included
within the Capital Programme (this limit excludes ultimately self-
funded schemes).

Once the service programmes have been refined, if the
amalgamated level of borrowing and thus debt charges breaches
the advisory limit, schemes will either be re-worked in order to
reduce borrowing levels, or the number of schemes included will be
limited according to the ranking of schemes within the
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prioritisation analysis. As part of the 2019-20 and 2020-21 business
planning process, the Council has undertaken a more focused
review of the Capital Programme in order to minimise the cost to
the taxpayer of financing debt charges for capital schemes. The
review has focused on re-prioritising and re-programming capital
schemes according to need to ensure that the Council makes the
best use of the capital funding available and minimises the revenue
impact of capital projects.

Due to the Council’s strategic role in stimulating economic growth
across the County through infrastructure investment, any capital
proposals able to reliably demonstrate revenue income or savings
at least equal to the debt charges generated by the scheme’s
borrowing requirement, are excluded from contributing towards
the advisory borrowing limit. These schemes are called ‘Invest to
Save’ or ‘Invest to Earn’ schemes and will be self-funded in the
medium term.

Allocating our resources to address the shortfall

Inevitably, cost pressures are forecast to outstrip available
resources, given the rising costs caused by inflation, growth and
associated demographic pressures combined with significantly
reduced levels of funding. Consequently, we will need to make
significant savings to close the budget gap.

Cambridgeshire County Council Business Plan 2019-24

Figure 4.2: Budget gap
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Achieving these £74m of savings over the next five years will mean
making tough decisions on which services to prioritise. During the
last few years services have made significant savings through
increasing efficiency and targeting areas that are not our highest
priority with the aim of minimising the impact on our service users.
With no respite from the continuing cuts to our funding, we are
now in an environment where any efficiencies to be made are
minimal. We must therefore focus on driving real transformation
across the Council as well as on early intervention in order to
manage demand.

In some cases services have opted to increase generated income
instead of cutting expenditure by making savings. For the purpose



of balancing the budget these two options have the same effect
and are treated interchangeably.

Capital

The Council’s Capital Strategy can be found in full in Section 6 of
this Business Plan. It represents an essential element of the
Council’s overall Business Plan and is reviewed and updated each
year as part of the Business Planning Process.

The Strategy sets out the Council’s approach towards capital
investment over the next ten years and provides a structure
through which the resources of the Council, and those matched by
key partners, are allocated to help meet the priority outcomes
outlined within the Council’s Corporate Strategy. It is also closely
aligned with the remit of the Commercial & Investment Committee,
and will be informed by the Council’s Asset Management Strategy
and Commercial Strategy. It is concerned with all aspects of the
Council’s capital expenditure programme: planning; prioritisation;
management; and funding.

To assist in delivering the Business Plan the Council needs to
provide, maintain and update long term assets (often referred to as
‘fixed assets’), which are defined as those that have an economic
life of more than one year. Capital expenditure is financed using a
combination of internal and external funding sources, including
grants, contributions, capital receipts, revenue funding and
borrowing.
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Capital funding

In recent years, developer contributions have been affected by the
level of uncertainty facing the market associated with Brexit, and
the introduction of Community Infrastructure Levies (CIL). CIL s
designed to create a more consistent charging mechanism but
complicates the ability of the Council to fund the necessary
infrastructure requirements created by new development due to
the changes in process and the involvement of the city and district
councils who have exclusive legal responsibility for determining
expenditure. The Council also expects that a much lower
proportion of the cost of infrastructure requirements will be met by
CIL contributions. In addition, since April 2015 it is no longer to
possible to pool more than five developer contributions together
on any one scheme, further reducing funding flexibility.

Central Government and external capital grants have also been
heavily impacted during the last few years, as the Government has
strived to deliver its programme of austerity. However, the
Government reconfirmed its commitment to prioritise capital
investment over day-to-day spending for the next few years, in line
with the policy of capital investment to aid the economic recovery
by publishing the National Infrastructure Delivery Plan 2016-2021,
which aims to spend £12 billion over the 5-year period. The
Autumn Statement 2016 also announced a National Productivity
Investment Fund, which will provide an additional £1.1 billion of
funding by 2020-21 to relieve congestion and deliver upgrades on
local roads and public transport networks.
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The Autumn Budget 2017 announced a new £1.7bn Transforming
Cities Fund that will target projects that drive productivity by
improving connectivity, reducing congestion and utilising mobility
services and technology. As such the Business Plan anticipates as a
general principle that overall capital grant allocations will remain
constant from 2020-21 onwards.

In 2014-15, the Department for Education developed new
methodology in order to distribute funding for additional school
places, as well as to address the condition of schools.
Unfortunately, the new methodology used to distribute Basic Need
funding did not initially reflect the Government’s commitment to
supply funding sufficient to enable authorities to provide enough
school places for every child who needs one and the allocation of
£4.4m for 2015-16 and 2016-17 was £32m less than the Council
had estimated to receive for those years according to our need.

Given the growth the County is facing, it was difficult to understand
these allocations and as such, the Council has continued to lobby
the Department for Education (DfE) for a fairer funding settlement
that is more closely in line with the DfE’s commitment to enable
the Council to provide all of the new places required in the County.

In addition to lobbying the DfE, the Council has also sought in the
meantime to maximise its Basic Need funding by establishing how
the funding allocation model works and providing data to the DfE in
such a way as to maximise our allocation. The allocations were
£25.0m for 2018-19, £6.9m for 2019-20, and £20.6m for 2020-21.
This goes some way to reduce the Council’s shortfall, but still does
not come close to covering the costs of all of the Council’s Basic

Need schemes. Due to the one-year Spending Review announced in
September 2019 only focusing on 2020-21 funding allocations, no
further allocations for Basic Need funding are being announced
until the next multi-year spending review takes place in 2020. This
obviously adds a level of uncertainty to the Council’s capital
planning.

The National Infrastructure Delivery Plan commits to investment of
£23bn over the period 2016 to 2021 to deliver 500 new free
schools, over 600,000 additional school places, rebuild and
refurbish over 500 schools and address essential maintenance
needs. To date, the Government has given approval to 8 new free
schools in Cambridgeshire to pre-implementation stage. Not all of
these, however, are in areas where the Council has an identified
basic need requirement. The application process for the new Wave
13 closed in November 2018; there were a further 12 bids for
Cambridgeshire, however there was much stricter criteria in place
around this wave and none of the bids were successful. The
application process for Wave 14 is due to close in November 2019.

The Council is committed to working with partners in the
development of the County and the services within it. There are
various mechanisms in place that provide opportunities to enhance
the investment potential of the Council with support and
contributions from other third parties and local strategic partners.
One of the most significant partnerships is between the Council,
Cambridgeshire’s city and district councils, Peterborough City
Council and the Greater Cambridge / Greater Peterborough Local
Enterprise Partnership (LEP) — now relaunched as the Business
Board —to set up a Combined Authority for Cambridgeshire and
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Peterborough in order to deliver the region’s devolution deal; this
was agreed by all member authorities in November 2016. The
proposal included;

e A new £20m annual fund for the next 30 years to support
economic growth, development of local infrastructure and
jobs,

e A £100m housing fund, and

e Anew £70m fund to be used to build more council-rented
homes in Cambridge.

Moving forward, the CPCA has taken on the responsibilities of the

local transport authority and therefore the CPCA now receives DfT
funding designated to the local transport authority, instead of the

Council. The CPCA is continuing to commission the Council to carry
out the required works on the transport network.

The Autumn Budget 2018 announced a further £420m of funding in
2018-19 for local authorities to tackle potholes, repair damaged
roads, and invest in keeping bridges open and safe; the Council’s
share of this funding was £6.7m. To date, the Council hasn’t
received any confirmation on whether there will be a similar
allocation for 2019-20.

Capital expenditure

The Council operates a ten year rolling capital programme. The
very nature of capital planning necessitates alteration and
refinement to proposals and funding during the planning period;
therefore whilst the early years of the Business Plan provide robust,
detailed estimates of schemes, the later years only provide

indicative forecasts of the likely infrastructure needs and revenue
streams for the Council.

New schemes for inclusion in the Programme are developed by
Services (in conjunction with Finance) in line with the priority
outcomes outlined in the Corporate Strategy. At the same time, all
schemes from previous planning periods are reviewed and updated
as required. An Investment Appraisal of each capital scheme
(excluding schemes with 100% ringfenced funding) is undertaken /
revised, which allows the scheme to be scored against a weighted
set of criteria such as strategic fit, business continuity, joint
working, investment payback and resource use. This process allows
schemes within and across all Services to be ranked and prioritised
against each other, in light of the finite resources available to fund
the overall Programme and in order to ensure the schemes
included within the Programme are aligned to assist the Council
with achieving its targeted priority outcomes.

The Capital Programme Board scrutinises the programme and
prioritisation analysis, and asks officers to undertake any reworking
and/or rephasing of schemes as required to ensure the most
efficient and effective use of resources deployed. The Capital
Programme Board then recommends the programme to Service
Committees; it is then subsequently agreed by General Purposes
Committee (GPC), who recommend it to Full Council as part of the
overarching Business Plan.

A summary of the Capital Programme can be found in chapter 6 of
this Section, with further detail provided by each Service within
their individual finance tables (Section 3).
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5) Fees and charges policy

Fees and charges are a very important source of income to the
council, enabling important services to be sustained and provided.
As the overall cost of service provision reduces, the proportion of
costs that are recovered through fees and charges is likely to grow.
Indeed to sustain the delivery of some services in the future this
revenue could become essential.

This policy has been revised following a corporate review of fees
and charges across the Council and is supported by Best Practice
Guidance, provided in Appendix 1. The policy and Best Practice
Guidance set out the approach to be taken to fees and charges
where the Council has discretion over the amounts charged for
services provided and for trading activities.

The purpose of this policy is to provide a consistent approach in
setting, monitoring and reviewing fees and charges across the
authority. This will ensure that fees and charges support Council
objectives and are set at a level that maximises income generation
in accordance with the Transformation Strategy. The policy
incorporates the following Charging Principles:

1. Council Priorities
A Schedule of Fees and Charges shall be maintained for all
charges where the Council has discretion over the amounts
charged for services provided and for trading activities. All
decisions on charges for services and trading activities will be
taken with reference to and in support of Council priorities and
recorded as delegated decisions, as appropriate.

Charge Setting

In setting charges, any relevant government guidance will be
followed. Stakeholder engagement and comparative data will
be used where appropriate to ensure that charges do not
adversely affect the take up of services or restrict access to
services. Full consideration will be given to the costs of
administration and the opportunities for improving efficiency
and reducing bureaucracy.

Subsidy

In general, fees and charges will aim to recover the full cost of
services except where this is prevented by legislation, market
conditions or where alternative arrangements have been
expressly approved by the relevant Director. A proportionate
business case should be created for all charges that a subsidised
by the Council. Approval for the level of subsidy should be
obtained from the relevant Service Director, in consultation
with the Chief Finance Officer.

Charging Levels

A number of factors should be considered when determining
the charge and these are documented in the accompanying
Best Practice Guidance.

Charging Exemptions

All services provided by the Council will be charged for unless
prevented by statute, detailed as exempt in the Best Practice
Guidance or under exceptional circumstances agreed exempt
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by the relevant Director, in consultation with the Chief Finance
Officer.

6. Concessions
Concessions to priority and target groups will be considered
where appropriate, in accordance with any relevant
government guidance and will take account of the user’s ability
to pay. All concessions should be fully justified in terms of
achieving the Council’s priorities. Wherever possible we will aim
to provide concessions consistently across the Authority, in line
with the Best Practice Guidance.

7. Review of Charges
All charges and the scope for charging will be reviewed at least
annually within the service area, though charges within the
same service area may need reviewing at separate times in the
year. The review will include those services which could be
charged for but which are currently provided free of charge.
The annual review will be undertaken in accordance with the
Best Practice Guidance.

The Council receives revenue income for the provision of services
from a very diverse range of users. These range from large
corporate organisations to individual residents. Some charges are
set at the total discretion of the Council whereas other charges are
set within a strict national framework.

Overall, however, fees and charges income is both an invaluable
contribution to the running costs of individual services and a tool

for assisting the delivery of specific service objectives. Either way,
it is important for the level of charges to be reviewed on an annual
basis. This will not necessarily result in an increase but to not do so
should be as result of a conscious decision rather than as an
oversight. Detailed schedules of fees and charges have been
reviewed by relevant services during 2019/20:

e P&C schedule of fees and charges
e (S schedule of fees and charges
e P&E schedule of fees and charges

For business planning purposes the standard assumption is that all
fees and charges will be increased in line with RPI (retail price
index), which is around 3% for each of the years covered by the
Business Plan. Therefore, if a decision is taken to not increase
some fees and charges the budget shortfall that this creates will
need to be bridged through other operational savings. Conversely,
if charges are increased above inflation this can contribute to
departmental savings targets.

When considering increases services must take into account
elasticities of demand. Whilst the majority of Council services are
unaffected by market factors there will be some price sensitivities
in all of the services that are provided, albeit many of these may
only be short term.
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6) Financial overview

Funding summary
The Council’s revenue spending is funded from a range of sources, both national and local. A summary of forecast funding levels over the next
five years is set out in Table 6.1 below.

Table 6.1: Total funding 2020-21 to 2024-25

2020-21 2021-22 2022-23 2023-24 2024-25

£000 £000 £000 £000 £000

Business Rates plus Top-up 67,704 69,131 70,587 72,073 73,591
Council Tax 304,452 320,269 331,950 343,945 356,376
Revenue Support Grant 0 0 0 0 0
Other Unringfenced Grants 37,335 37,731 37,717 37,632 37,619
Dedicated Schools Grant (DSG) 232,219 232,219 232,219 232,219 232,219
Other grants to schools 13,434 13,434 13,434 13,434 13,434
Better Care Funding 16,434 16,434 16,434 16,434 16,434
Other Ringfenced Grants 24,981 24,981 24,981 24,981 24,981
Fees & Charges 131,505 134,453 138,703 139,790 140,391
Total gross budget 828,064 848,652 866,025 880,508 895,045
Less grants to schools & -245,653 -245,653 -245,653 -245,653 -245,653
::r\jeitci::ij ?C?.,(;;lsus income from schools for traded 80,031 80,031 80,031 80,031 80,031
Total gross budget excluding schools 662,442 683,030 700,403 714,886 729,423
Less Fees, Charges & Ringfenced Grants -278,511 -255,899 -260,149 -261,236 -261,837
Total net budget 383,931 427,131 440,254 453,650 467,586

(1) The Dedicated Schools Grant (DSG) and other grants to schools are received by the Council from Government but are ringfenced to pass directly on to schools.
Therefore, this plan uses the figure for “Total budget excluding schools”.
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Local Government Finance Settlement Table 6.2: Comparison of Cambridgeshire’s overall Government funding
2014-15 -2019-20

In September 2019 the Government announced a Spending Review 2014-15 | 2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20
covering 2020-21. The financial implications of the headline £000 £000 £000 £000 R R
funding announcements for individual local authorities will be set ?Usmess Rates plus 57.927 58705 60,190 62,133 65,732 67.234
out in the Local Government Finance Settlement, expected to be op-up

published by the Government in December 2019. Revenue Support Grant 72,017 53,669 33,347 15,312 3,915 0

Other Unringfenced

Government announced that there would not be any further cuts in Grants 12,560 11,770 11,214 8,380 11,305 14,645
local authorities’ settlement funding assessments in 2020-21, Better Care Funding 10,652 13,148 13,148 21,487 24,744 26,487

imposed in previous years through reductions in Revenue Support
Grant. Government confirmed that the Social Care Support and
Winter Pressures Grants announced for 2019-20 would continue in
2020-21. An additional £1bn grant funding for social care was also
announced. The methodology for allocating this funding to local

Other Ringfenced

34,098 44,693 42,947 40,208 38,312 39,507
Grants

Government Revenue

Funding (excl. schools) 187,654 | 181,985 160,846 147,520 | 144,008 | 147,873

authorities has not yet been confirmed and no estimate of this Difference 7,073 | 5669 | -21,139 | -13,326 | 3,512 3,865
grant has yet been included in the MTFS. Percentage Increase -3.6% -3.0% -11.6% -8.3% -2.4% 2.7%
The headline position for 2019-20, as confirmed by the 2019-20 The Council’s core government revenue funding is described as its

Local Government Finance Settlement for Cambridgeshire County Settlement Funding Assessment (SFA) and comprises Business

Council, was a 4.3% reduction in the Settlement Funding Rates, Top-up grant and Revenue Support Grant received by the

Assessment per capita from government in 2019-20. The overall Council until 2019-20. For 2019-20 Cambridgeshire’s SFA award

change in government funding when specific grants are included per head of population was the seventh lowest of all shire county

was an increase of 2.7%. The MTFS currently assumes that the councils, at only £98.09 compared to the average of £127.35.

Council’s 2020-21 funding settlement will be approximately in line
with the 2019-20 settlement with inflationary uplifts in the
Business Rates Top-up and Better Care Funding.
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Figure 6.2: County Council SFA per Capita 2019-20
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Revenue Support Grant

The Revenue Support Grant (RSG), formally received by the Council
as part of the Settlement Funding Assessment, has reduced from
£86m in 2013-14 to zero in 2019-20 and 2020-21. The Government
announced in the 2019/20 provisional settlement that
Cambridgeshire’s allocation of £7.2m negative RSG would be
improved to zero grant instead. Negative RSG would have
effectively required the Council to pay an additional £7.2m of
locally generated business rates over to central Government. From
2021/22 onwards, RSG will be replaced by a new system of 75%
business rates retention, allowing Local Authorities to retain a
further 25% of local business rates as set out below.

Business Rates Retention Scheme

The Business Rates Retention Scheme replaced the Formula Grant
system in April 2013. Part of the Government’s rationale in setting
up the scheme was to allow local authorities to retain an element
of the future growth in their business rates. Business rates
collected during the year by billing authorities are split 50:50
between Central Government and Local Government. Central
Government’s share is used to fund Revenue Support Grant (RSG)
and other grants to Local Government.

Figure 6.3 illustrates how the current scheme calculates funding for
local authorities. Government decided that county councils will
only receive 9% of a county’s business rates. Although this low
percentage has a beneficial effect by insulating the Council from
volatility, it also means we see less financial benefit from growth in
Cambridgeshire’s business rates.

As part of the pilots ahead of the move to 75% local business rate
retention in 2020-21 the Government has been looking at changing
the percentage split between upper and lower tier authorities,
which may increase both the Council’s income and risk.

Figure 6.3: Business Rates Retention Scheme
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On top of their set share, each authority pays a tariff or receives a
top-up to redistribute business rates more evenly across
authorities. The current system of fixed top-ups and tariffs set at
the beginning of a spending review period, is expected to be
replaced by a system of floating top-ups and tariffs. This will use
Local Authorities’ own annual estimates of business rates income
to calculate the redistribution between Authorities. A levy and
‘safety net’ system also operates to ensure that a 1% increase in
business rates is limited to a 1% increase in retained income, with
the surplus funding any authority whose income drops by more
than 7.5% below their baseline funding. It is proposed to increase
the levy threshold to capture only ‘extraordinary growth’, which is
likely to benefit Cambridgeshire as a high growth county, allowing
us to retain a greater proportion of business rates growth. A
separate baseline could also be introduced to provide a benchmark
against which to measure growth. This baseline will be derived
from an Authority’s year-end business rates return to Government
setting out the actual level of income achieved during the year.

These changes indicate a shift towards a more dynamic system for
rewarding local economic growth. This is likely to reduce the
certainty with which the Council can estimate the total funding
available over the MTFS period however it will also provide greater
opportunity to increase Council funding through promoting
business growth in Cambridgeshire.

Medium Term Financial Strategy Section 2

Fair Funding Model

The current tariffs and top-ups were set in 2013-14 based on the
previous ‘Four Block Model’ distribution and increased annually by
September CPl inflation. Cambridgeshire County Council has long
been concerned about the use of the Four Block Model, particularly
in reflecting accurately the costs and benefits of growth as well as
the relative efficiency of local authorities and the pockets of
deprivation in some areas of Cambridgeshire. The consultation
regarding the replacement of the current funding model is
currently open and will feed into the system which is due to be
rolled out in 2021-22 — Cambridgeshire County Council Members
have already initiated positive steps to ensure our voice is heard in
this critical forum.

A consultation on the review of Local Authorities’ relative needs
and resources was released as part of the 2019/20 provisional
settlement. The Government is minded to implement a per capita
foundation formula alongside seven service-specific funding
formulas covering key areas of spending such as Adult Social Care
and Highways Maintenance. An Area Cost Adjustment will adjust
for differences in labour and business rates costs between Local
Authority Areas and will also assess the impact of remoteness and
accessibility of services.

It is likely that a notional Council tax level will be used to account
for the relative resources of Local Authorities and to adjust
reallocated income accordingly. Shire Counties stand to benefit
from this adjustment as they levy relatively high levels of Council
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tax and will therefore lose a smaller proportion of their funding via
an adjustment set at an average level.

The tier split of business rates between upper and lower tier
authorities is one of the most contentious issues to be addressed
during the consultation. Shire Counties have long argued for a
larger proportion of business rates income however any change in
the current allocations will be limited by the financial sustainability
for District Councils. Transitional arrangements and damping
adjustments will limit any significant short term changes to Local
Authority funding. Additionally, as Cambridgeshire has historically
ranked relatively close to average in terms of relative need and
relative resources, any changes in funding allocation are unlikely to
substantially impact the deliverability of the business plan over the
medium term.

Council Tax

The Government sets Council tax referendum principles annually
which stipulate the maximum percentage increase which local
authorities may apply without triggering a referendum. In 2018-19,
the maximum increase in the basic level of Council tax was raised
from 1.99% to 2.99%. The Secretary of State announced that this
would give local authorities "the independence they need to help
relieve pressure on local services" while "recognising the need to
keep spending under control". Due to significant sustained pressure
on Council budgets during the current spending review period, the
Government has allowed Local Authorities to maintain the same
core principle in 2019-20.

The referendum threshold for increases to basic Council tax has not
yet been confirmed for 2020-21 [the provisional consultation
suggests 2%], however the threshold does not impact the current
MTFS which assumes a 0% increase in basic Council tax.
Cambridgeshire County Council starts the Business Planning
Process with a Council Tax rate below the average for all counties.
This follows increases in basic Council tax of 2.99% in 2018-19 and
2019-20, responding to the need to protect vital services and put
the Council’s finances on a firm footing. Prior to 2018-19, Council
tax had not been increased in three years.

Adult Social Care Precept

Announced in the Spending Review in November 2015, local
authorities responsible for adult social care (“ASC authorities”)
were granted permission to levy an additional 2% on their current
Council Tax referendum threshold to be used entirely for adult
social care. This was in recognition of demographic changes which
are leading to growing demand for adult social care, increasing
pressure on council budgets. The Council chose to make use of this
permission and levied the full 2% precept in 2016-17.

The 2017-18 settlement announcement extended the flexibility of
the Adult Social Care precept, providing upper-tier authorities with
the ability to increase the precept by a maximum of 6% over the
three years to 2019-20 and by up to 3% per year.

The Council chose not to use this additional flexibility, levying a 2%
precept for 2018-19 and 2019-20 and projecting this to continue for
all five years of the Medium Term Strategy. It should be noted that
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the availability of the Adult Social Care precept beyond 2020-21 has Business Rates plus Top-up 67,704 8.3%
not. Yet been confirmed by Governmenjc and this assumption will be Revenue Support Grant 0 0.0%
revisited annually and updated as required.
Dedicated Schools Grant 232,219 28.6%
Council Tax Requirement Unringfenced Grants (including schools) 25,209 3.1%
) ) ) Ringfenced Grants 66,975 8.3%
The current Council Tax Requirement (and all other factors) gives Cees & Ch 31505| 1629
rise to a ‘Band D’ Council Tax of £1,338.30. This is an increase of 2% ees arees ’ o
on the actual 2019-20 level due to levying the Adult Social Care Surplus/deficit on collection fund -4,416|  -0.4%
Precept. This figure reflects information from the districts on the Council Tax requirement 308,868 38.0%
final precept and collection fund. District taxbase 230,792
Table 6.3: Build-up of recommended Council Tax Requirement and derivation Band D 1,338.30

of Council Tax precept 2020-21

Taxes for the other bands are derived by applying the ratios found
in Table 6.4. For example, the Band A tax is 6/9 of the Band D tax.

Adjusted base budget 811,810
Table 6.4: Ratios and amounts of Council Tax for properties in different bands

PP—— 0 Band Ratio Amoun:: Increase on 2019-22
Revised base budget 811,810 A 6/9 892.20 17.46
Inflation 8,800 1.1% B 7/9 1,040.90 20.37
Demography 10970|  14% C 8/9 1,189.60 23.28
Pressures 9,494 1.2% D 9/9 1,338.30 26.19
Investments 4,079 0.5% E 11/9 1,635.70 32.01
Savings -23,276|  -2.9% F 13/9 1,933.10 37.83
Change in reserves/one-off items 6,187 0.8% G 15/9 2,230.50 43.65
Total budget 828,064 | 102.1% H 18/9 2,676.60 52.38
Less funding:
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Unringfenced grants

The MTFS is currently predicated on the assumption that the
Council will receive £14.645m in unringfenced grants in 2020-21,
excluding school’s grants, the same level of grant funding as for
2019-20. An additional £3.97m funding for Social Care was
announced in the 2018 Autumn budget and Government confirmed
in the 2019 spending review that this grant would continue to be
provided in 2020-21. Government also confirmed that the Public
Health Grant would remain ringfenced until 2021-22, at which
point it will be rolled into the shift to 75% business rates retention.
This has resulted in a shift in savings ask to Public Health Grant
funded expenditure in order match the level of grant funding
available. Planning collaboratively across directorates on an
outcomes basis should enable the Council to reach a position
where the presence or absence of the ringfence becomes less
important. However there may be a risk that when the ringfence is
removed, Public Health England will require achievement of
performance and activity targets which require more funding to
deliver than we are currently allocating.

Table 6.5: Unringfenced grants for Cambridgeshire 2020-21

2019-20

£000

New Homes Bonus 2,970
Education Services Grant 1,511
Social Care Support Grant 3,970
Other 6,194
Total unringfenced grants 14,645

Ringfenced grants

The Council receives a number of government grants designated to
be used for particular purposes. This funding is managed by the
appropriate Service Area and the Council’s ringfenced grants are
set out within part 7 of Table 3 of the relevant Service Area in
Section 3 of the Business Plan.

Major sources of ringfenced funding include the Better Care Fund.
This pooled fund of £3.8bn nationally took full effect in 2015-16,
and is intended to allow health and social care services to work
more closely in local areas. The improved Better Care Fund
announced in the Spring 2017 budget, is worth £12.4m in 2020-21.
The Winter Pressure Grant announced in the Autumn 2018 budget,
is worth £2.3m in 2020-21. All ringfenced grants are expected to
continue at their 2019-20 levels for the duration of the MTFS
period.

In line with the Secretary of State's announcement as part of the
provisional Local Government Finance Settlement and the
concomitant announcement by the Department of Health, we have
assumed that we will receive all sources of funding due to the
Council. This includes Better Care Funding for Adult Social Care,
routed via Clinical Commissioning Groups (CCGs) and the Local
Health and Wellbeing Board.

Fees and charges

A significant, and increasing, proportion of the Council’s income is
generated by charging for some of the services it provides. There



are a number of proposals within the Business Plan that are either
introducing charging for services for the first time or include a
significant increase where charges have remained static for a
number of years. The Council adopts a robust approach to charging
reviews, with proposals presented to Members on an annual basis.

Dedicated Schools Grant

The Council receives the Dedicated Schools Grant (DSG) from the
Government and it is therefore included in our gross budget figures
in table 6.1. However, this grant is ringfenced to pass directly on to
schools, other education providers and services. This plan
therefore uses the figure for “total budget excluding grants to
schools”.

The Council saw a total DSG overspend across SEND services of
£8.7m in 2018-19 which, combined with underspends on other DSG
budgets, led to a deficit of £7.2m carried forward into 2019-20. As a
result of continuing increases in the numbers of pupils with
Education Health & Care Plans, the Council anticipates a similar
overspend in 2019-20, bringing the total DSG deficit carried
forward into 2020-21 to £14m. Local Authorities are permitted to
carry deficits in their DSG funding between financial years however
this remains a serious issue for the Council. A deficit recovery plan
has been submitted to the Department for Education and it is
anticipated that this will significantly reduce the DSG deficit carried
forward over the medium term.

In the 2019 Spending Round Government committed to a £7.1bn
increase in funding for schools by 2022-23. For 2020-21, the
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government will ensure that per pupil funding will rise in line with
inflation and the minimum per pupil amount will increase to £3,750
for primary schools and £5,000 for secondary schools, rising to
£4,000 for primary schools in 2021-22. The additional schools
funding includes an additional £700m across the country for the
high needs block in 2020-21.
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Capital programme spending

The 2020-21 ten year capital programme worth £649m is currently estimated to be funded through £612m of external grants and
contributions, £12m of capital receipts and £26m of borrowing (Table 6.6). This is in addition to previous spend of £806m on some of these
schemes creating a total Capital Programme value of £1.5 billion. The related revenue impact of prudential borrowing is due to increase from
£29.1min 2020-21, to £42.1m by 2024-25. However, this will in part be offset by the forecast income from the various Invest to Earn schemes.

Table 6.6: Funding the capital programme 2020-21 to 2029-30

Grants 190,296 51,544 37,652 31,603 28,607 32,570 58332 430,604
Contributions 83,207 12,713 39,880 47,005 36,403 22,235 213,029| 454,472
General capital 106,778 5,773 3,231 500 500 500 1500| 118,782
recelpts

Prudential 287,935 44,600 52,717 26,237 27,880 11,813 389| 451,571
borrowing

Prudential

borrowing 138,104 42,759 30,885 -5,390 2250 -3,260 -202,849 1
(repayable)

Total funding 806,320 157,389 164,365 99,955 93,140 63,358 70,401| 1,455,428

Section 3 later in the Business Plan sets out the detail of the 2020-21 to 2029-30 capital schemes which are summarised in the tables below.
Total expenditure on major new investments underway or planned includes:

Table 6.7 summarises schemes according to start date, whereas Table 6.8 summarises capital expenditure by service. These tables include
schemes that were committed in previous years but are scheduled to complete from 2020-21 onwards.

e Providing for demographic pressures regarding new and improved schools and children’s centres (£595m)
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e Housing Provision (£223m)

e Commercial Investment Portfolio (£92m)

e Major road maintenance (£79m)

e Rolling out superfast broadband (£41m)

e King’s Dyke Crossing -

e Al14 Upgrade (£25m)

e North Angle Solar Farm, Soham -

e Shire Hall Relocation (£18m)

e Transformation Activity (E16m)

e Integrated Community Equipment Service (£17m)
e Babraham Smart Energy Grid -

e Stanground Closed Landfill Energy Project -
e Waste Facilities — Cambridge Area -

e Trumpington Smart Energy Grid -

e Cambs 2020 Spokes Asset Review (£6m)

e Data Centre Relocation -

e Development of Archive Centre premises (E5m)
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Table 6.7: Capital programme for 2020-21 to 2029-30

Ongoing 187,733 4,805 3,179 13,000 14,904 18,359 38,580 280,560
Commitments 596,529 97,872 86,422 51,024 19,023 3,044 20,001 873,915
New starts:

2018-19 1,955 23,741 28,427 7,752 27,413 12,930 530 102,748
2019-20 20,102 28,771 41,817 18,874 5,970 290 - 115,824
2020-21 - 2,200 4,000 1,800 60 - - 8,060
2021-22 - - - 410 8,000 3,000 180 11,590
2022-23 1 - 520 6,685 9,270 6,735 4,130 27,341
2023-24 - - - 410 8,000 3,000 180 11,590
2024-25 - - - - 500 16,500 6,800 23,800
2025-26 - - - - - - - -
Total spend 806,320 157,389 164,365 99,955 93,140 63,858 70,401 1,455,428

Table 6.8: Services’ capital programme for 2020-21 to 2029-30

P&C 234,952 56,757 73,830 72,426 77,315 48,033 50,401 613,714
P&E 315,419 25,998 32,338 21,330 15,025 15,025 16,000 441,135
CS & Managed 12,056 8,026 2,890 - - - - 22,972
C&l 243,893 66,608 55,307 6,199 800 800 4,000 377,607
LGSS - - - - - - - -
Total 806,320 157,389 164,365 99,955 93,140 63,858 70,401| 1,455,428
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The capital programme includes the following Invest to Save / Invest to Earn schemes:

Table 6.9: Invest to Save / Earn schemes for 2020-21 to 2029-30

Energy Efficiency Fund 1.0 0.6
Commercial Investments 91.9 159.0
Smart Energy Grid Demonstrator scheme at the St Ives Park and Ride 1.6
Babraham Smart Energy Grid 24.3
Trumpington Smart Energy Grid 7.0
Stanground Closed Landfill Energy Project 36.9
Woodston Closed Landfill Energy Project 9.0
North Angle Solar Farm, Soham 43.5
Housing schemes 223.4 1233
County Farms investment (Viability) 3.0 7.4
Shire Hall Relocation 18.3 45.0
TOTAL 395.2 457.6

*The net return accounts for the cost of financing the capital expenditure and the ongoing revenue costs associated with the investment
(therefore a zero net return indicates that the project has broken even).

Section 2
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7) Balancing the budget

Every local authority is required, under legislation, to set a balanced
budget every year. It is the Chief Finance Officer’s statutory
responsibility to provide a statement on the robustness of the
budget proposals when they are considered by Council.

The Business Planning process is a rolling five year assessment of
resource requirements and availability, providing clear guidance on
the level of resources that services are likely to have available to
deliver outcomes over that period. Obviously projections will
change with the passage of time as more accurate data becomes
available and therefore these projections are updated annually.
This process takes into account changes to the forecasts of
inflation, demography, and service pressures such as new
legislative requirements that have resource implications.

There are a number of methodologies that councils can adopt
when developing their budget proposals. These methodologies, to
a lesser or greater extent, fall into two fundamental approaches.
The first is an incremental approach that builds annually on the
budget allocations of the preceding financial year. The second is
built on a more cross-cutting approach based on priorities and
opportunities. There are advantages and disadvantages with both
approaches.

Since 2017-18 the Council has moved to a budget where the
transformation programme is at the heart of its construction. As a
consequence the Council no longer utilises the traditional service
block cash limit approach except as last resort.

Although the base budget is predicated on the cash limit approach,
and therefore it will take some time to completely remove it from
our financial model, any changes that arise on an on-going basis
will, where possible, be funded through the cross cutting approach
to transformation. The six-blocks of the cash limit model are
however set out below for information:

e People and Communities

e Place and Economy

e Corporate and Managed Services
e Public Health

e LGSS Cambridge Office

e Commercial and Investment

It is intended that savings and efficiency proposals evolving from
work on cross-cutting transformation themes will sufficiently
manage the cost of service delivery to within the financial
envelope.

Detailed spending plans for 2020-21, and outline plans for later
years, are set out within Section 3 of the Business Plan.
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The Council adopts a set of eight guiding principles for the
development of a balanced and sustainable budget across the
MTFS period:

1. Utilising sustainable revenue streams to reduce reliance on
one-off sources of funding

2. Ensuring that the potential longer term impact of emerging
pressures and rising demands are recognised

3. Ensuring that the Council provides efficient and well
managed services with benchmarked unit costs

4. Driving effective investment in services to enable long term
evidence-led reform

5. Utilising the Council’s assets to generate an ongoing return
rather than short term capital receipts

6. Ensuring the MTFS includes realistic but prudent
assumptions around central government funding

7. Ensuring that the Council is well prepared to manage
partnership risks

8. Maintaining a multi-year focus on longer term strategic
planning
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8) Reserves policy and position
Need for reserves

We need reserves to protect and enhance our financial viability. In
particular, they are necessary to:

e maintain a degree of in-year financial flexibility

e enable us to deal with unforeseen circumstances and incidents

e set aside monies to fund major developments in future years

e enable us to invest to transform and improve service
effectiveness and efficiency

e set aside sums for known and predicted liabilities

e provide operational contingency at service level

e provide operational contingency at school level

Reserve types

The Council maintains the following types of reserve:

e General reserve — a working balance to cushion the impact of
uneven cash flows. The reserve also acts as a contingency that
we can use in-year if there are unexpected emergencies,
unforeseen spending or uncertain developments and pressures
where the exact timing and value is not yet known and/or in the
Council's control. The reserve also provides coverage for grant
and income risk.

e Earmarked reserves — reserves we have set aside to meet
known or predicted liabilities e.g. insurance claims, or that we
set aside for specific and designated purposes.

e Schools reserves — we encourage schools to hold general
contingency reserves within advisory limits.

e Transformation Fund — an earmarked reserve created as a result
of changes to the Minimum Revenue Provision, set aside to
support innovative projects across the Council that will deliver
savings in future years.

¢ Innovate & Cultivate Fund — Initially worth £1 million, the fund
is to help community organisations with big ideas for
transformative preventative work that will make a positive
impact on Council expenditure. Applications are invited for
funding for projects which demonstrably make an impact on
County Council priority outcomes — particularly in relation to
working with vulnerable people, thereby diverting children and
adults from needing high-cost Council services. The Council’s
General Purposes Committee approved an additional £1m
investment in the Innovate & Cultivate Fund in January 2019.

Level of reserves

We need to consider the general economic conditions, the
certainty of these conditions, and the probability and financial
impact of service and business risks specific to the Council in order
to calculate the level of reserves we need to hold.

There are risks associated with price and demand fluctuations
during the planning period. There is also continued, albeit
reducing, uncertainty about the financial impact of major
developments currently in progress.
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At the operational level, we have put effort into reducing risk by
improving the robustness of savings plans to generate the required
level of cash-releasing efficiencies and other savings.

Table 8.1: Estimated level of reserves by type 2020-21 to 2024-25

Balance as at: 31 March 31 March 31 March 31 March 31 March 31 March
2020 2021 2022 2023 2024 2025
£m £m £m £m £m £m
General reserve 16.9 17.7 18.5 19.3 20.1 20.9
Earmarked reserves 29.3 28.1 32.6 36.8 41.2 455
Schools reserves -0.1 -3.1 -1.0 0 1 2
Transformation & Innovation 735 25 28.9 323 351 374
Funds*
Total 69.6 67.7 79 88.4 97.4 105.8
General reserve as % of gross non-
2.9% 3.0% 3.0% 3.1% 3.1% 3.2%

school budget

*The Transformation and Innovation Funds have been created as a result of a revision to the calculation of the Council’s minimum revenue provision (MRP) and only
accounts for transformation bids approved by GPC. Whilst the balance appears to increase year on year, it is anticipated that as schemes come forward they are included in
the strategy which will draw down funds once identified.
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Adequacy of the general reserve

Greater uncertainties in the Local Government funding
environment, such as arise from the Business Rates Retention
Scheme and localisation of Council Tax Benefit, increase the levels
of financial risk for the Council. As a result of these developments
we reviewed the level of our general reserve and have set a target
for the underlying balance of no less than 3% of gross non-school
spending in 2020-21, this level will be maintained for the whole of
the MTFS period.

We have paid specific attention to current economic uncertainties
and the cost consequences of potential Government legislation in
order to determine the appropriate balance of this reserve. The
table below sets out some of the known risks presenting
themselves to the Council. There will inevitably be other,
unidentified, risks and we have made some provision for these as
well.

We consider this level to be sufficient based on the following
factors:

e Central Government will meet most of the costs arising from
major incidents; the residual risk to the Council is just £1m if a
major incident occurred.

e We have identified all efficiency and other savings required to
produce a balanced budget and have included these in the
budgets.

Table 8.2: Target general reserve balance for 2020-21 to 2024-25

Inflation 0.5% variation on Council inflation forecasts. 0.8
Demography 0.5% variation on Council demography forecasts. 0.8
Interest rate change 0.5% variation in the Bank of England Base Rate. 0.1
Council Tax Inaccuracy in District tax base forecasts and 4.6
collection levels.
Business Rates Inaccuracy in District taxbase forecasts of County 0.4
share of Business Rates to the value which
triggers the Safety Net.
Business Rates Impact of revaluation on Business Rates payable. 0.5
payable
Unconfirmed specific | Value of as yet unannounced specific grants 1.3
grant allocations different to budgeted figures.
Deliverability of Savings to deliver Business Plan not achieved. 2.4
savings against
forecast timescales
Non-compliance with |E.g., Information Commissioner fines. 0.5
regulatory standards
Major contract risk E.g., contractor viability, mis-specification, non- 2.1
delivery.
Unidentified risks Unknown 4.2
Balance 17.7
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9) Business Plan roles and responsibilities the Policy Framework or contrary to, or not wholly in
accordance with, the Budget
The Business Plan is developed through the Council’s committee
structure. It is therefore beneficial to clarify the respective roles (d) Approving changes to any plan or strategy which form part of
and responsibilities of committees within this process. These are the Council’s Policy Framework, unless:
defined in the Constitution but are set out below in order.
i. that change is required by the Secretary of State or any
Full Council Government Minister where the plan or strategy has been
submitted to him for approval, or
Council is the only body that can agree the Council’s budget and

the associated Council Tax to support the delivery of that budget. ii. Full Council specifically delegated authority in relation to
It discharges this responsibility by agreeing the Business Plan in these functions when it approved or adopted the plan or
February each year. In agreeing the Business Plan the Council strategy”
formally agrees the budget allocations for the service blocks
(currently based on a departmental structure). The Business Plan General Purposes Committee
includes both revenue and capital proposals and needs to be a
‘balanced’ budget. The following is set out within Part 3 of the GPC has the responsibility for the delivery of the Business Plan as
Constitution — Responsibility for Functions. agreed by Council. It discharges this responsibility through the
service committees. In order to ensure that the budget proposals
Council is responsible for: that are agreed by service committees have an opportunity to be
considered in detail outside of the Council Chamber, those
“(b) Approving or adopting the Policy Framework and the Budget proposals will be co-ordinated through GPC, though Full Council
remains responsible for setting a budget. GPC does not have the
(c) Subject to the urgency procedure contained in the Access to delegated authority to agree any changes to the budget allocations
Information Procedure Rules in Part 4 of this Constitution, agreed by Council save for any virement delegations that are set
making decisions about any matter in the discharge of a out in the Constitution.
committee function which is covered by the Policy
Framework or the Budget where the decision-making body is The following is set out within Part 3 of the Constitution —
minded to make it in a manner which would be contrary to Responsibility for Functions.
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“The General Purposes Committee (GPC) is authorised by Full Constitution but the generic responsibility that falls to all is set out

Council to co-ordinate the development and recommendation to below:

Full Council of the Budget and Policy Framework, as described in

Article 4 of the Constitution, including in-year adjustments.” “This committee has delegated authority to exercise all the
Council’s functions, save those reserved to Full Council, relating to

“Authority to lead the development of the Council’s draft Business the delivery, by or on behalf of, the County Council, of services

Plan (budget), to consider responses to consultation on it, and relating to...”

recommend a final draft for approval by Full Council. In
consultation with relevant Service
Committees”

“Authority for monitoring and reviewing the overall performance
of the Council against its Business Plan”

“Authority for monitoring and ensuring that Service Committees
operate within the policy direction of the County Council and
making any appropriate recommendations”

GPC s also a service committee in its own right and, therefore, also
has to act as a service committee in considering proposals on how
it is to utilise the budget allocation given to it for the delivery of
services within its responsibility.

Service Committees
Service committees have the responsibility for the operational
delivery of the Business Plan as agreed by Council within the

financial resources allocated for that purpose by Council. The
specific functions covered by the committee are set out in the
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10) Risks

In providing budget estimates, we have carefully considered
financial and operational risks. The key areas of risk, and the basic
response to these risks, are as follows:

Containing inflation to funded levels — we will achieve this by
closely managing budgets and contracts, and further improving
our control of the supply chain.

Managing service demand to funded levels — we will achieve
this through clearer modelling of service demand patterns using
numerous datasets that are available to our internal Research
Team and supplemented with service knowledge. A number of
the proposals in the Business Plan are predicated on averting or
suppressing the demand for services.

Delivering savings to planned levels — we will achieve this
through SMART (specific, measurable, achievable, relevant and
timely) action plans and detailed review. All savings —
efficiencies or service reductions — need to be recurrent. We
have built savings requirements into the base budget and we
monitor these monthly as part of budgetary control.

Containing the revenue consequences of capital schemes to
planned levels — capital investments sometimes have revenue
implications, either operational or capital financing costs. We
will manage these by ensuring capital projects do not start
without a tested and approved business case, incorporating the
cost of the whole life cycle.

Responding to the uncertainties of the UKs exit from the
European Union — we have fully reviewed our financial strategy

in light of the most recent economic forecasts and continue to
develop plans in response to emerging risks and opportunities
presented as a result of Brexit.

e Future funding changes — our plans have been developed
against the backcloth of continued uncertainty due to delays in
the introduction of significant reforms to Local Government
funding.

Uncertainties remain throughout the planning period in relation to
the above risks. In line with good practice, we intend to reserve
funds that we can use throughout and beyond the planning period.
Together with a better understanding of risk and the emerging
costs of future development proposals, this will help us to meet
such pressures.
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Appendix 1 — Fees and Charges Best Practice Guidance

The Council provides a wide range of services for which it has the
ability to make a charge — either under statutory powers (set by the
government) or discretionary (set by the Council).

Fees and charges fall into three categories:

e Statutory prohibition on charging: Local authorities must
provide such services free of charge at the point of service.
Generally these are services which the authority has a duty
to provide.

e Statutory charges: Charges are set nationally and local
authorities have little or no opportunity to control such
charges. These charges can still contribute to the financial
position of the Authority. Income cannot be assumed to
increase in line with other fees and charges.

e Discretionary charges: Local authorities can make their own
decisions on setting such charges. Generally these are
services that an authority can provide but is not obliged to
provide.

This Best Practice Guidance applies to discretionary fees and
charges and trading activities. It is supported by the Fees and
Charges Flowchart attached at Appendix 1 and the Supplementary
Guidance on Concessions and Flowchart attached at Appendix 2.

If you are charging for information which falls under Environment
Information Regulations (EIR), please be aware that the legislation
changed in 2016 and the Council has additional guidance for

constructing these charges. Please contact Camilla Rhodes if you
require further information.

PURPOSE OF THE GUIDANCE

The purpose of the Best Practice Guidance is to specify the
processes and frequencies for reviewing existing charging levels
and to provide guidance on the factors that need to be taken into
consideration when charges are reviewed on an annual basis.

The Best Practice Guidance and Fees and Charges Policy together
provide a consistent approach in setting, monitoring and reviewing
fees and charges across Cambridgeshire County Council. This will
ensure that fees and charges are aligned with corporate objectives
and the process is carried out in a uniform manner across the
authority.

Any service-specific policies should be consistent with the Fees and
Charges Policy and Best Practice Guidance.

ASSESSMENT OF CHARGING LEVELS — THE STANDARD CHARGE

The cost of providing the service should be calculated. When
estimating the net cost of providing a service, the previous year’s
actual results (in terms of income, activity levels and expenditure)
must be taken into account. Where assumptions are made based
on variables such as increased usage, this should be evidenced by
an action plan detailing how this will be achieved.



Charges should be set so that in total they cover the actual cost of
providing the service including support service charges and other
overheads. Any subsidy arising from standard charges being set at a
level below full cost should be fully justified in terms of achieving
the Council’s priorities in the Business Case detailed in Section 3 of
this Guidance. Where it is not appropriate or cost effective to
calculate the cost of service provision at an individual level, charges
may be set so that overall costs are recovered for the range of
services which are delivered within a service area.

In order to ensure cost effectiveness and efficiency when setting
and amending charging levels, the following are to be considered:

e Justification in the setting of charges to withstand any criticisms
and legal challenges;

e Obstacles to maximising full cost recovery when providing the
service;

e Access to and impact on users;

e Future investment required to improve or maintain the service;

e Relevant government guidance;

e Corporate objectives, values, priorities and strategies.

The following should be considered during the process, which may
result in charges being set at a lower level than cost recovery:

e Any relevant Council strategies or policies;

e The need for all charges to be reasonable;

e The level of choice open to customers as to whether they use
the Councils services;

Medium Term Financial Strategy Section 2

e The desirability of increasing usage or rationing of a given
service (i.e reducing charges during off-peak times).

LEVEL OF SUBSIDY

Where charges are made for services, users pay directly for some
or all of the services they use. Where no charges are made or
where charges do not recover the full cost of providing a service,
council tax payers subsidise users.

Fees and charges will be set at a level that maximises income
generation and recovers costs, whilst encouraging potential users
to take up the service offered and ensuring value for money is
secured, except in instances where the Council views a reduction in
the service uptake as a positive. The Council can maximise income
generation through:

e Charging the maximum that users are prepared to pay, taking
into account competitor pricing, when a service is ‘demand led’
or competes with others based on quality and/or cost.

e Differential charging to tap into the value placed on the service
by different users.

e Reduce afee or charge in order to stimulate demand for a
service to maximise the Council’s market share, which will lead
to an increase in income generation.

A Business Case should be created for all services that require a
subsidy from the Council when charges are reviewed. The Business
Case should outline how the subsidy will be applied to the service
area and incorporate the following:
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e Demonstrate that the subsidy is being targeted at top priorities;
e Provide justification for which users should benefit from the
subsidy;
» All users - through the Standard Charge being set at a
level lower than cost recovery;
» Target groups — through the application of the
Concessions Guidance (Appendix 2).

Approval for the subsidy should be obtained from the relevant
Executive Director, in consultation with the Chief Finance Officer.

CONCESSIONS

Concessions may be used to provide a discount from the Standard
Charge for specific groups for certain services. Services must ensure
that the fees and charges levied for discretionary services are fair
and equitable and support social inclusion priorities. All decisions
on concessions for services and trading activities will be taken with
reference to and in support of Council priorities and recorded as
delegated decisions, as appropriate.

All relevant government guidance should be considered by each
service area when concessionary groups and charging levels are set.
Concessions should only be granted to the residents of
Cambridgeshire. A business case should be approved which details
the rationale for directing subsidy towards a target group.

Concessionary Charges may also be made available to organisations
whose purpose is to assist the Council in meeting specific objectives

in its priorities and policy framework, or which contribute to the
aims of key local partnerships in which the council has a leading
role.

The level of concession should be set with regard to the service
being provided and its use and appeal to the groups for whom
concessions are offered. The appropriate Director will approve the
level of concession and the groups for whom the concessions apply
once all budgetary and other relevant information for the service
has been considered. The level of concession and the target groups
in receipt of the concession should be made explicit during the
approval process and be fully justified in terms of achieving the
Council’s priorities. The take-up of concessions should be
monitored to identify how well concession schemes are promoting
access to facilities.

The Local Government Act 2003 and its accompanying guidance
states that charges may be set differentially, so that different
people are charged different amounts. However, it is not intended
that this leads to some users cross-subsidising others. The costs of
offering a service at a reduced charge should be borne by the
authority rather than other recipients of the service. This should be
borne in mind when setting concessions or promoting use of a
service by specific target groups.

There is a flowchart at the end of this appendix to support Services
when designing concessions.
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CHARGING EXEMPTIONS

Exemptions relate to service areas where no charges are levied to
any of the service users. There will be a number of important
circumstances where charges should not be made. The following
are Charging Exemptions:

e Where the administrative costs associated with making a
charge would outweigh potential income.

e Where charging would be counterproductive (i.e result in
reduced usage of the service).

PROCESSES AND FREQUENCIES

Reviews will be carried out at least annually for all services in time
to inform the budget setting process, will take account of
inflationary pressures and will be undertaken in line with budget
advice provided by Corporate Finance. The reviews will be
undertaken by all Service Areas that provide services where
charges could be applied. The annual review of charges will
consider the following factors:

e Inflationary pressures;

e Council-wide and service budget targets;
e Costs of administration;

e Scope for new charging areas.

Customers should be given a reasonable period of notice before
the introduction of new or increased charges. Where possible, the

objectives of charging should be communicated to the public and
users and taxpayers should be informed of how the charge levied
relates to the cost of provider the service.

COLLECTION OF CHARGES AND OUTSTANDING DEBTS

The most economic, efficient and effective method of income and
debt collection should be used and should comply with the
requirements of Financial Regulations. When collecting fees and
charges income, services should use the most cost effective
method available, i.e. online or with card, thus minimising the use
of cash and cheque payments and invoicing as a method of
collection wherever possible.

Wherever it is reasonable to do so, charges will be collected either
in advance or at the point of service delivery.

Where charges are to be collected after service delivery has
commenced, invoices will be issued promptly on the corporate
system.

Where a debtor fails to pay for goods or services the relevant
Service Director should consider withholding the provision of
further goods or services until the original debt is settled in full,
where legislation permits.

Charges and concessions will be clearly identified and publicised on
the Council’s external website so that users are aware of the cost of
a service in advance of using it.
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APPROVALS

All decisions on charges for services and trading activities will be
approved by the relevant Director, in consultation with the Chief
Finance Officer and recorded as delegated decisions, as
appropriate.

MONITORING AND IMPROVEMENT

Monitoring will be used to understand how charges affect the
behaviour of users (especially target groups) and drive
improvement. Price sensitivities of individuals and groups should
be understood so that charges can be set appropriately to deliver

the levels or changes in service use necessary to achieve objectives.

As part of the monitoring and improvement process, a Schedule of
Fees and Charges shall be maintained and challenging targets for
charging and service use shall be established.

A Schedule of Fees and Charges shall be maintained by the Chief
Finance Officer for all discretionary charges.

Specific financial, service quality and other performance targets
should be set, monitored and reported to the appropriate level to
ensure that high levels of efficiency and service quality are
achieved. Examples include:

e Cost of service provision against targets and benchmarking
authorities;

e Usage by target groups i.e. number of visits / requests;
e Usage during peak time / off —peak time;

e Income targets;

e Percentage of costs recovered;

e Costs of methods of billing and payment;

e Excess capacity.

Service managers should, wherever possible, benchmark with the
public, private and voluntary sectors not only on the level of
charges made for services but the costs of service delivery, levels of
cost recovery, priorities, impact achieved and local market
variations in order to ensure the Council generates maximum
income.

Benchmarking should be proportionate and have clear
objectives. It should be remembered that benchmarking can be
resource intensive, therefore prior to commencing such an
exercise, there should be a clear expectation of added value
outcomes. If benchmarking is undertaken, wherever possible,
this should be with similar types of organisations, but may
include private sector providers as well as public sector.
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UNDER/OVERACHIEVEMENT OF FEES AND CHARGES.

At a level deemed appropriate by the relevant service, a clear
escalation process should be in place for the under or
overachievement of charges.

For an overachievement of a charge, the simple process should be
for budget holders to inform the Head of Service, the Director of
Service and the Financial Advisor. Within the year, if there is an
overachievement of fees and charges, then the budget holder,

head of service and director should discuss how to use this surplus
to offset any areas running an overspend within the
budget/service. At the end of the year, an overachievement in
charges should result in discussions with the budget holder, head of
service and director to increase the target of that particular fee or
charge, in line with the Council’s income generation aim.

For an underachievement of a fee or charge within a service, the
budget holder, and their financial advisor, should attempt to
mitigate this underachievement as much as possible within their
own service. If a budget holder is unable to mitigate a failure, then
the Head of service should mitigate the underachievement within
their service. Failing this, the director should attempt to do the
same for the directorate, before further escalating the
underachievement to the Chief Finance Officer should the
directorate be unable to mitigate the failure to meet an income
target for any fee or charge. Again, if this underachievement takes
place at the end of the year, this should be reflected within the
schedule of fees and charges, with an amendment for a more
realistic and achievable target.
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Have the Standard Charges for this service been set in accordance with the Fees and Charges Policy and Best Practice Guidance?

h 4

Yes

h 4

legislative requirements?

Would the provision of concessions support Council priorities and objectives and/or satisfy

SET CHARGES IN ACCORDANCE WITH THE

POLICY AND BEST PRACTICE GUIDANCE

DOCUMENT THAT CONCESSIONS HAVE

BEEN CONSIDERED AND REJECTED,

OBTAIN APPROPRIATE APPROVAL AND

No

A

REVIEW ANNUALLY

A

Have relevant stakeholders been consulted to ascertain the
most appropriate Target Groups for the service and the level of
the concession?

Yes

Yes

Goto A

A 4

No

Yes
A
Would the provision of concessions achieve one or more of the following:
° increase participation of target groups;
. allow continued access to a service by people who are financially
P disadvantaged;
. reflect different levels of need for the service amongst users?

Consult with relevant stakeholders to determine which Target Groups are
appropriate and the level of concession.
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A

|

Are the target groups and level of the concession consistent with comparable services across the Council?

\ 4 \ 4
Yes No
. . . I__.__.____.__.____.___.*__.__._ _________ T
Has the impact of the concessions on corporate and service budgets | Highlight and justify any inconsistencies with comparable services in |
been assessed? DA —I the Business Case. :
|
Yes No

Based on the estimated level of usage for each of the Target Groups,
o calculate the net cost of providing the service and the level of
subsidy required to provide the concessions at the recommended
level.

UPDATE DIRECTORY OF CHARGES

OBTAIN APPROVAL FOR THE BUSINESS CASE WHICH DETAILS THE RATIONALE FOR DIRECTING THE PROPOSED LEVEL OF SUBSIDY
TOWARDS A TARGET GROUP. THE BUSINESS CASE MUST BE EXPLICIT IN TERMS OF THE TARGET GROUPS THAT ARE RECOMMENDED
TO RECEIVE THE CONCESSIONS AND THE LEVEL OF SUBSIDY THE COUNCIL IS PROVIDING TO FUND THE CONCESSIONS.

MONITOR THE TAKE-UP OF CONCESSIONS AND IDENTIFY HOW WELL CONCESSION SCHEMES ARE PROMOTING ACCESS TO FACILITIES
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