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SECTION 1

SERVICE AND FINANCIAL PLANNING 2015/16 -2016/17

Report of the Chief Executive

Future Council Update

Reason for Report

To provide Members with an update and progress on the changes to be
made by the organisation to achieve a sustainable ‘Future Council'.

Background

The Council has previously agreed its 3 key Corporate Priorities of:-

» Developing the Economy;

e Changing the Relationship Between the Council and the
Community;

* Improving People’s potential for Achievement.

Members have also agreed in July 2013 that in order to deliver against
these priorities, particularly taken against the context of the
Govemment's current fiscal strategy, we required a totally different
approach from previous years to one that challenged and changed how
we were to do business as our Future Council.

Current Position

It is now clearly understood that if we are to remain sustainable we need
to change our business model going forward to one that will support an
effective and efficient Council that delivers improved key outcomes for
local people. This model was approved in January 2014 and is being
developed around two key components.

1) Business Units delivering efficient services.
2) A strong and lean core;

Over the past weeks and months, hundreds of colleagues across the
organisation have put in a huge effort and spent many hours redesigning
the Council so that we will be able to achieve our vision of a ‘brighter
future, a better Bamsley’.

This work has been done to enable us to improve services despite the
significant financial constraints that we face. It is because of our
relentless focus on our customers that we have re-organised ourselves
so that we can give our customers what they need from us. We have
been working across old boundaries to make sure that we can support
each other in giving of our best to our residents.
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Resource envelopes, both financial and staffing, have been established
for each new Business Unit and detailed work has been undertaken to
develop a new business plan for each. These business plans clearly put
our Customers at the heart of our activities going forward and outline the
fundamental changes to the way we will operate going forward.

This early thinking has developed a number of thematic reviews as
Business Units consider alternative approaches. This also provides the
opportunity to agree some changes now that can continue to be built
upon in future.

Future Council Phase 1 Proposals

As work has progressed on developing our Future Council, it became
increasingly clear that there needed to be a review of many of our
existing contracts with providers and suppliers to ensure that they would
deliver services that remained relevant to the Future Council's core
objectives as well as delivering value for money.

Consideration has therefore been given across the Council to identify
changes that need to be made to current specifications to align with our
objectives and provide more flexibility for us in the future, including areas
that may not need to be delivered at all. Even where a service will still be
required to support our objectives the opportunity to deliver at less cost
has also been considered.

The development of the new business units has also created the
opportunity to review our current transport arrangements as they are
integrated into a single unit. Opportunities to streamline provision and
considered alternative approaches has identified the potential for
significant reductions in costs whilst still supporting the key outcomes
required.

Clearly putting the Customer at the heart of what we do is fundamental to
our Future Council and therefore our Customer Services Organisation
Programme is leading work that will deliver improved services that can
be delivered more efficiently. The first phase of this programme has now
moved out of the design phase into delivery and will be a vital element of

our journey.

We have also continued to explore areas where ‘like' services can be
brigaded together to deliver them more efficiently and build on the best
practice across the council. Early work has identified that a different
working model for our Business Support across the Council can maintain
support to key services but at a reduced cost.
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Consultation

Cleary given the difficult decisions that need tc be taken to deliver our
Future Council, consultation with staff, partners and residents will be

crucial.

Appropriate consultation will now begin on the phase 1 proposals to
ensure their successful implementation and further consultation will take
place later in the year, as outlined below for phase 2.

All staff will be issued with a statutory consultation letter on 8 October.

Delivery of our Future Council

The phase 1 proposals set out in these papers have been identified in
the early stages of our work and underpin the ongoing work and delivery
of our Future Council.

These initial changes can contribute significantly to the reduced resource
envelopes and if agreed, will enable change 1o begin now so that we
start to make Future Council a reality.

Work will however still need to continue on shaping our future services.
Internally we are ensuring that the right links are made both within and
between our Business Units and that duplication is removed as far as

possible.

The results of this work will form the final proposals to deliver cur Future
Council, with full plans of how this will be achieved being consulted upon

during October to December.

This means that our Future Council will start to become reality from the
New Year which will be a challenging few months for both Members and
staff but which will also bring many exciting opportunities to deliver our
customer focused services differently.

it is only by embracing the Future Council proposals that we can
deliver service provision that will be sustainable for our
communities and ensure that the Council itself has a sustainable

future.
Background Papers

Future Council and Financial Planning 2014/5 to 2016/17 — Cabinet
Report, July 2014 (Cab.17.7.2013/6.1)

Our Future Council — Cabinet Report, January 2014 (Cab.15.1.2014/6)

Available for inspection in the Legal & Governance Directorate, Town
Hall, Bar
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SECTION 2
SECTION A - OVERVIEW

The Council has reshaped its structure to ensure Barnsley is an effective,
efficient, high performing and sustainable Future Council. This has been
developed to ensure we are in a position to achieve our agreed priorities and
to focus our efforts on driving forward change and ensuring improvements to
the organisation.

Whilst the move to Future Council is not driven by the funding position of the
Council, the development of a Medium Term Financial Strategy (MTFS) is a
key document in identifying how the Council will align its existing and future
resources to the agreed priorities underpinning Future Council.

Alignment of resources to priorities is particularly pertinent in the context of
diminishing resources that the Council has faced and will continue to face

over the next 3-4 years.

The MTFS will drive our ongoing financial strategy and provide the current
position regarding the Authority’s revenue and capital resource availability and
its current spending and resource plans over the medium term.

It is set out against the backdrop of the current national agenda, the recent
reform of local government finance and the significant funding cuts that will
impact on our Strategy in the future. Moreover the MTFS recognises that the
next General Election in 2015 is likely to be a crucial landmark in determining
what our resources will be in future.

The document clearly identifies the extent to which actual and projected
resource levels currently vary from the approved and anticipated spending
plans. It identifies the need / timescales for corrective action by way of either
generating additional resources or paring down spending plans (or some
appropriate combination thereof).

The MTFS supports ongoing decision making processes and is the bedrock
for ensuring all new investment decisions accord with our priorities.

The Authority’'s medium term objective remains, on an annual basis, to match
current and ongoing revenue expenditure with current and ongoing revenue
income. The current policy on the use of one off resources to support this
objective is that they are only used as bridging finance to enable achievement
of a balanced budget over the medium term.

The use of one-off resources (eg Capital Receipts, Revenue Balances,
Borrowing) should be retained for priority investments in infrastructure, assets
and initiatives which reduce ongoing revenue commitments (ie Invest to Save

schemes).



SECTION B — FUTURE COUNCIL

Given the unprecedented challenges and changes the Council has faced (and
will continue to face) it needs to revise its business modei to recognise the
risks of standing still. This has resulted in a new ‘Future Council’ framework
with a vision to ‘Work Together for a Brighter Future, a Better Barnsley'.

Future Council is not merely moving existing services around but represents a
fundamental redesign of our services to deliver outcomes in different ways
and improve services to our customers. It will seek to deliver our 4 main
priorities namely :-

« A thriving and vibrant economy
« (Citizens achieving their potential
+ Strong, resilient communities

* A sustainable Future Council

The new structure will comprise 3 directorates of People, Place and
Communities covering the following services and functions:-

Place Borough wide services such as Economic Regeneration,
Housing, Regulation, Visitor Economy and Environment and
Transport

People Services provided to individuals such as Education, Early Start,

Adults and Children's Assessment and Care Management

Communities Locally influenced services such as Customer Access,
Community Safety & Enforcement, Public Health and
Community Engagement

This new framework will be based around a business model with two key
components:-

¢ A number of front facing Business Units delivering efficient services.
e A strong lean corporate core.

The new business units will be built on 9 building blocks. The building blocks
will centre around identifying our customers’ needs and seek to improve cur
services through improved relationships and partnerships and crucially within
the resource constraints we face. This process will be radically different from
our previous service planning process.

Our Financial Strategy and future decisions need to be built around these
priorities/ building blocks and clearly be able to demonstrate how they support
the delivery of our key outcomes outlined at Annex 1.



SECTION C — THE NATIONAL CONTEXT

Barnsley's MTFS is set out within the context of the Governments’ challenging
National Economic and Public Expenditure plans. These have had, and will
continue to have, a fundamental impact on local government.

One fundamental change has been the way local government is financed. In
April 2013 the Government implemented a new Business Rates Retention
scheme that splits funding between retention of business rates and grant. As
part of the implementation, the Government also rolled a number of specific
grants into the rates retention system from 2013/14.

The Business Rate Retention Scheme

The BRR scheme allows local authorities to retain 50% of any business rates
generated locally — known as the ‘local share’. The Government make an
assessment how much they expect this to be which determines the amount of
grant funding (eg Top Up and Revenue Support Grant) that Barnsley expects
to receive. The Government's assessment of local business rates does not
represent fixed income since this may vary from the amount collected locally
and is another key risk underpinning the forecast.

The current National economic position continues to impact on the overall
level of resources which will be available for Local Government in the
foreseeable future. Whilst some protection has been afforded to certain areas
(NHS, Schools), local government has borne the full impact of government
funding cutbacks to date. The overall reduction to local government since the
inception of the current Government in May 2010 has been a real terms cut of

around 40%.

Barnsley has suffered extensive cuts over the last 5 years. It has received a
draft settlement for 2015/16 and this settlement alone reduced its revenue
support grant by £18m from 2014/15. Since 2010 it is estimated that
Barnsley’s RSG has fallen by some £70M (equating to a 40% cash cut).

The scale of cuts is known to the end of 2015/16 but there are no local
government or individual authority totals after this year and this makes future
predictions beyond 2015/16 uncertain. However government spending totals
for 2016/17 and beyond (provided as part of the Chancellors 2014 budget)
suggest that the current scale of cuts will continue and may even intensify.

As the details of the future landscape become clearer, the impact on the
overall financial position of the authority will be assessed and the strategy
updated although funding totals beyond 2015/16 wiil clearly be impacted by
the May 2015 General Election.

Schools / Academy Funding

School funding is largely provided through the Pupil Premium grant (PPG) and
the Dedicated Schools Grant (DSG). The details of the DSG are announced at
the same time as the Local Government Finance Settlement.



The PPG is based on the number of eligible disadvantaged pupils (i.e. pupils
on free school meals); number of Service children and number of children
looked after in schools. From 2014/15, the PPG allocation for eligible free
school meals pupils will increase from £953 to £1,300 for primary schools and
£900 to £953 for secondary schools respectively.

The significant increase in allocation for primary schools is intended to allow
schools to intervene early and raise attainment as well as ensure that every
child is ready for the move to secondary school. In addition, from 2014/15 the
PPG allocation for looked after children (pupil premium plus) will more than
double from £900 to £1900 per child.

The settlement also confirmed the Dedicated Schools Grant funding for
2014/15. DSG funding continues to be based on the current 'spend-plus'
methodology and is set out in three spending blocks: an early years block, a
schools block and a high needs block. The DSG cash per pupil amount for
2014/15 has been maintained at 2013/14 levels i.e. a flat cash rate and is
used to derive the schools and early years block funding (based on pupil
numbers).

The Government is still committed to the implementation of a national funding
formula when the time is right. However to address the unfairness of the
current system and to move towards a national formula, additional DSG
funding of £350m will be provided to support the least fairly funded local
authorities schools in 2015/16. The proposal and methodology for allocating
this additional funding is currently the subject of consultation {'Fairer schools
funding in 2015/16’). This additional funding will be allocated fo local
authorities on the basis of the actual characteristics of their pupils and
schools. Based on the initial modelling data provided by the Government,
Barnsley will receive an additional £0.5M.



SECTION D - FUNDING POSITION

REVENUE

Business Rates Retention scheme

As indicated earlier the Government has introduced the BRR scheme
(including roliing in a number of specific grants) and in parallel with this
change, embarked on a path of stringent cuts to local authorities. This
combination makes it very difficult to predict future resources especially
beyond the current planning period {ie 2016/17 onwards). At the moment the
key assumptions underlying the forecast are that:-

o Business rate growth from 2015-17 will rise in line with inflation
(currently assumed 3% per annum) to reflect the multiplier that
the Government applies to the calculation.

¢ Future government cuts for the period 2016 -18 at the levels
already experienced since 2010.

Government grant and Business Rate ‘local share’ make up some £114m of
budgeted income in 2014/15 and any change to these budgets has a major
impact. There is a great deal of volatility to these budgets (see Section F Risk
Assessment) and clearly these assumptions need to be regularly reviewed.

School Funding

Details of the draft Dedicated Schools Grant were also announced on 18
December 2013 {(confirmed 31 March 2014) which included details of the
Dedicated Schools Grant allocations and the levels of the Pupil Premium.

The Pupil Premium Grant allocation for Barnsiey for 2014/15 has been
confirmed at £11.8M based on the validated January 2014 pupil count
census. This is consistent with the estimate used for budget planning
purposes.

The confirmed 2014-15 DSG funding allocation for Barnsley is £156.4M
(inclusive of academies), made up of schools block £126.8M; early years
block £8.1M; high needs block £17.5M and other funding of £4.0M (mainly for
2 year olds free nursery entitiement).

Council Tax

The current projections in the forecast reflect national context that the
Government has set for Council Tax increases. The Government have
introduced the Council Tax Freeze grant to encourage local authorities to set
a nil council tax increase and have tried to limit the level of future Council Tax
increases by requiring local authorities to carry out referendums above a
certain level of increase.

Barnsley have accepted the Council Tax freeze grant for each of the years
2011/12 - 2013/14. However the Freeze grant is time limited and does not
represent ongoing income. In order to secure base income, Barnsley has
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chosen to increase its council tax by 1.95% in 2014/15 — the referendum
threshold set by the Government for 2014/15 was 2%.

For illustrative purposes only, future increases are based on annual 2%
increases. This takes account of future inflation trends and is also mindful of
the Secretary of State’s ability to determine CT increases before a referendum

is required.

At this stage it is also assumed that there will be little additional revenue
generated from additional properties although this may be revised to reflect
changes to the national and local housing programmes. The estimates for
Council Tax Income are based on a collection rate of 95% and reflect the
impact of the local Council Tax Discount scheme (introduced in 2013/14) and
anticipated collection rates.

Within this context of stagnating Council Tax income, a decision was made by
Cabinet to phase out the Council Tax pensioner discount scheme as it was
becoming increasingly unsustainable. The overall position on the Collection
Fund will be kept under review.

Fees and Charges

There are no assumptions made in the forecast in relation to the potential
increase of existing charges or new income streams. A full review of charges
will be undertaken as part of the ongoing service and financial planning
process and will seek to incorporate the new trading model that the Council is

adopting as part of Future Council.
CAPITAL / ONE OFF RESOURCES

The overall national economic position has also impacted on the level of
capital resource available for investment with significant reductions in
Government allocations in recent years.

Within the Authority, Government allocations can be supplemented with
contributions from outside organisations, revenue contributions from the
Authority’s own base budget and the use of operating lease facilities.

In addition, under the Prudential Framework the Authority is permitted to
undertake additional borrowing to fund capital investment provided that the
Authority can demonstrate affordabiiity, prudence and sustainability in its
investment decisions.

The Medium Term Forecast at this stage assumes that some £5m of
prudential borrowing will be available if required each year for priority
schemes. The scope for capital investment remains limited throughout the
planning period and will therefore be dependent on:-

. the priority given to capital schemes in relation to ongoing
service expenditure;
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. the scope for generating additional capital receipts that are
not required for existing commitments to support the Medium
Term Financial Strategy;

. the ability of the Authority to hamess additional resources for
capital investment during the period of the MTFS from new
initiatives or sources such as contributions.

A 5 year disposal programme (2013-2018) has been established and
approved by Cabinet in order to identify potential future receipts to support the
Council's MTFS. However given the current volatility in the property and
banking sectors, it is difficult to forecast future receipts with any degree of
certainty. As such, the markets will continue to be monitored to determine
appropriate times for any assets to be disposed of. Full details of existing
resources are provided in Section E.

12



SECTION E — POLICY ON BALANCES

Previous budget strategies have harnessed resources outside those
traditionally available to fund ongoing revenue expenditure and such an
approach will continue to be considered within the Medium Term Financial
Strategy where prudent.

Nevertheless it should be stressed that these resources are non - recurring
and so although there is merit in using them to fund one off investments, their
use to fund ongoing expenditure will not be sustainable and should be
minimised in pursuit of a sustainable balanced budget.

In advising on an appropriate level there are a number of issues that need to
be taken into consideration as outlined below:-

= Excessive balances can be an opportunity cost to the tax payer
with additional spending on services not taking place or Council
Tax increases being higher than they would otherwise be.

- Retained balances earn income and can provide internal funding
for capital expenditure rather than borrowing.
. Bailances that are too low may put the organisation at risk if

unexpected demands appear at short notice.

The Authority has a good track record of bringing in overall expenditure below
budget each year. This has provided flexibility through balances resulting in
available support to our medium terms plans.

Having assessed the risks and their impact on available balances and the
potential deficits moving forward, the previous policy advised by the Director
of Finance, Property and Information Services was that the target level for the
Minimum Working Balance {MWB) should be 5% of our net budget
requirement. This level takes into account the twin objectives of minimising
the cost to the taxpayer whist minimising the effect on the Council of financial

risk.

This level of MWB is some £10m and has been achieved through increases
over previous years. It is recommended that this level is maintained going

forward.

Members have also previously agreed to earmark funding to support the costs
of downsizing the organisation with an overall total set aside of £6m for
2014/15 and 2015/16. At this stage it is still considered adequate but the
ongoing gaps in later years and potential impact on staffing levels mean that
this will need to be kept under review. It also means after allowing for this
provision, available strategic reserves to support the MTFS over the planning
period will still be some £18.9m broken down as follows:-

13



£m £m

Strategic Reserves 1 April 2013 +24.695

Less Agreed Commitments

Economic Plan -2.363
+22.332

13/14 Account Closure

Corporate ltems outturn 7.859

Service Outturn 0.300

One Off Resources trans. to strategic reserves  6.265

Re-classification of prev. earmarked reserves 1.182 +15.606

Sub Total — after 13/14 closedown +37.938

Earmarked to fund Town Centre Development -19.000

Total Available for Future Council Priorities/
Temporary Budget Mitigation +18.938

in addition to the Strategic Reserves outlined above, there are also a number
of capital receipts that are available to the Authority to consider utilising to
support its priorities going forward amounting to some £5.8m.

£m £m

Capital Balances +5.820
2014/15 Budget/ 2013/14 Accounts Closure
2014/15 Capital New Starts
- Earmarked for Town Centre redevelopment +5.000
Base budget provision to fund prudential borrowing
- Town Centre redevelopment +11.000
Additional disposal income +1.000
Sub Total — after 13/14 closedown +22.820
Less Agreed Commitments
Capital contribution towards schemes:-
Town Centre redevelopment -16.000
CSO project -0.500
Hoyland Town Centre -0.500

-17.000

Total Available for Future Council Priorities/
Temporary Budget Mitigation +5.820

In light of the Medium Term Financial Forecast, a key aspect will remain a

focus on ensuring that the authority is maximising its overall resources to
support the identified improvement priorities.
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Maximising Capital Receipts

As outlined previously a 5 year disposal programme has been established to
identify future receipts and work will continue with Directorates fo ensure that
full consideration is given to the current use of the authority’s assets to
determine the most appropriate way to deliver services as we move forward.

This should lead to further assets being declared surplus and available to be
reinvested. However the current volatile market conditions make predicting
future receipts difficult to assess at the moment.

Maximising Revenue Resources

As part of the ongoing Service and Financial Planning process consideration
will be given to maximising revenue resources, in particular the reviewing of
current levels of fees and charges and the potential for alternative sources of
funding.

However, research on new funding streams will focus on the areas that will
support the priority outcomes rather than any funding that may be available for
new initiatives. Work will continue on identifying current ‘gaps’ in funding and
managing the overall resources of the authority through, amongst other
activity, lobbying alongside SIGOMA and active treasury management
policies.

A key source of funding relates to grant that has been allocated to other
partnership groups. For example European Funding and the Single Local
Growth Fund has been allocated to the City Regions to oversee. In addition a
£3.8bn pooled budget for health and social services to work together has
been allocated to Clinical Commissioning Groups to determine. Bamsley will
be seeking to influence the allocation of these and other funding streams that
are not allocated directly to local authorities although no assumptions have
been made in the forecast at this stage.

15



SECTION F - FORECAST & UNDERLYING RISKS

Current Assumptions underpinning the Forecast

The Medium Term Financial Forecast is based on the financial plans for the
period 2015/16 — 2017/18. The forecasts through necessity also make certain
forward assumptions that will need to be firmed up during the year. The main
ones being:-

« Pay awards currently based on a 1.0% increase each year.

» Contract inflation for major contracts.
¢ National insurance provision to reflect the introduction of the new state pension

from April 2016.
e Funding for revenue costs of financing an annual Capital New Starts Programme

of £5m.

« Council Tax increases of 2% per annum.

+ Business rate growth based on inflation at 3%.

= RSG to reflect the Governments’ 2015/16 draft settlement with further assumed
cuts of 39% to cover the 2016-18 period.

The scale of cuts to RSG in future will clearly be impacted by the result of the
next General Election in 2015 and determine whether this represents a
prudent contingency or an under estimate. It should alsc be noted that there is
no provision for any future Demographic pressures/ investment requirements
and to the extent that any are required, further savings will need to be

identified to compensate.

Medium Term Financial Forecast

The current long term financial forecast is based on a prudent interpretation of
the best information available. The previous sections have outlined the
assumptions made in assessing resources and expenditure projections,
however it is vital that this forecast is regularly updated to take account of
developments in the Authority’s circumstances and the evolving national

picture.

The current position based on; the 2014/15 approved budget; investment
agreed to date; estimated additional unavoidable investment and updated
assumptions is shown at Annex 2. This highlights the potential gaps,
assuming that permanent annual expenditure reductions are implemented to
address the gaps of:

2015/16 2016/17 2017/18
£m Em £m
Potential +13.863* +14.407* +12.091*
Gap

*Includes Council Tax increases of 2%

It should be noted that to the extent that permanent net expenditure
reductions are not made to address the annual gaps, this will impact on the
position up to the maximum levels.
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Moreover the 2014/15 budget was agreed on the basis that permanent KLOE
savings of £13.1m would be implemented during the year. Non achievement
of these will increase the potential gaps in future years.

For 2015-17 the forecast identifies an overall balance to be funded through
efficiencies and before any assumptions on Council Tax amounting to £31.1m
and £28.3m after Council Tax assumptions of 2% per annum. A summary of
the reasons for that balance is set out below:

ANTICIPATED EXPENDITURE £m £m

Budgeted Spend 2014/15 +187.262

Budgeted Spend 2016/17 +191.499

WHY THE REDUCTION?

Pay and Price inflation +4.765

Children in Care costs +2.000

Other savings identified -4.028

Impact of other investment/ pressures +1.500

Reduction in Costs from 2014/15 +4.237

ANTICIPATED INCOME

Budgeted Income 2014/15 -187.262

Budgeted Income 2016117 -171.706

WHY THE REDUCTION?

Reduction in Government Grant +29.247

Increase in Council Tax base -1.000

Local Share - Growth in business rates -1.434

Reduction in Income from 2014/15 +26.813
SHORTFALL BEFORE COUNCIL TAX * +31.050

CouNciL TAX ASSUMPTIONS

Increase Council Tax income @ 2% pa -2.780
SHORTFALL AFTER COUNCIL TAX ASSUMPTIONS* +28.270

*Shortfall to be addressed by future savings

17



Risk Assessment and Sensitivity Analysis

A sensitivity / risk assessment of the 2015/16 Forecast has been produced
which clearly identifies the key areas that may have a significant impact on
delivery of the Medium Term Financial Strategy. A copy of this is attached at

Annex 3 for information.

The sensitivity analysis for the Medium Term Financial Forecast considers,
based on the risk assessment, the potential variation in the assumptions and
their impact on the forecast. This is summarised below:-

2015116
201617
201718

Forecast ‘Worst ‘Best’ case
Case’
£m E£m £m
+13.863 +19.447 +10.974
+14.407 +20.952 +10.057
+12.091 +19.786 +8.267

Some of the key risks underpinning the forecast (based on value) are shown in

more detail below:-

Forecast ltem

2014/15
Budget

Comment

Future Council Budget
Reductions

-£13.1m

The scale of savings required to balance the 14/15
budget makes this a key risk and failure to deliver
will not only add to future deficits but undermine
implementation planning for covering off future
deficits.

Business Rates Local
Share

-£24.8m

There are significant risks underpinning business
rates collection including the settling of appeals
{(carried out by the Valuation Office which can be
backdated upto 5 years) and the change in the
collection of local rates as a result of new
businesses, the closure of existing ones and/or a
change in status (eg gaining charitable status which
academies fall under).

Revenue Support Grant

-£62.0m

RSG has been the biggest single grant that
Barnsley has received. The government have
already provided a draft 2015/16 settiement that will
result in a 29% cut to Barnsley's RSG. The level of
future cuts is likely to be impacted by the next
General Election.

This clearly identifies the future funding of Local Government as a significant

key risk.

The forecast is also prior to any further cost pressures that have been / will be
identified as part of the ongoing Service and Financial Planning process.
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SECTION G — THE STRATEGY

Background

Given the overall National economic position and the anticipation of significant
reductions in resources continuing for Local Government the Council has
already undertaken significant work on the identification of the ‘Future Council’

(see Section B).

Agreement of the Budget for 2014/15 was based on the timely delivery of the
Key Lines of Enquiry (KLOE) and achievement of the resulting budget
reductions.

In light of the anticipated ongoing deterioration in the level of support from
Central Government and the significant changes in the overall mechanisms
for funding Local Authorities, the previous financial forecast has now been
extended through to 2017/18 to cover a new three year planning period.

Development of the MTES

Given that the estimated 2015-17 deficit position is currently around £28M
(assuming Council Tax increases of 2%) and significant gaps remain in future
years, consideration needs to continue to focus on all options available for
reducing net expenditure. This will centre on the new business model to
support the 'Future Council’ which will be based around the key components
of:-

e A Sirong Core — to identify our future needs and improve
our commissioning and planning processes to deliver them
- a key bedrock being that our core support services should
be both lean and efficient;

¢ Business Units — to establish business units to deliver
services in a more business-like manner, drive out
efficiencies and improve productivity across all services
(especially support services);

o Alternative Models - to consider alternative models of
delivery including for example shared services, social
enterprises and setting up different types of companies
(e.g. limited, community led, cooperatives etc).

Further work is therefore required in order that options are provided to
Members on how the gap can be closed. This will focus on the 9 building
blocks, mentioned at Section B, to inform the process especially in relation to
non- core services. This will enable the start of a dialogue around relevant
priorities for the future and ensure that these are clearly set against the
outcome framework already agreed.

Options determined through the above work will be considered as part of the
Service and Financial Planning process to deliver the budget for 2015/17.
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Future Strategy

Following completion of the business modelling and assessment of the 9
building blocks, the strategy for developing a plan to deliver a balanced
budget over the remaining three years will concentrate around a number of
elements.

> Agreement of areas that need to be moved towards self-
reliance for each year of the planning period and
arrangements for their effective implementation

> Agreement of Core / Statutory Functions and consideration of
+ Right size
+ Method of delivery

> Fundamental review of all remaining options for co-production to
prioritise within the reducing funding envelope. This work will
continue to influence the size of the statutory core. The statutory
core alongside the prioritised services will become the ‘Core
Council 'of the future.

» Ongoing review of the structure of the organisation to deliver
‘Future Council’ going forward.

The Senior Management Team will lead on this work and reports on progress
will be brought to members at the appropriate time.
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1.1

1.2

1.3

1.4

1.5

1.6

SECTION 4

SERVICE AND FINANCIAL PLANNING 2015/16 — 2016/17

RECOMMENDATIONS

The proposals for the development of the ‘Future Council’ at Section 1
be noted;

The Medium Term Financial Strategy (including the detailed Medium
Term Financial Forecast attached at Annex 2) at Section 2 be noted;

That subject to appropriate consultations the following be agreed;

a) The Future Council Phase 1 proposals set out in Section 3 (a) -
People totalling £201,000;

b) The Future Council Phase 1 proposals set out in Section 3 (b) —
Communities totalling £2,345,000;

¢) The Future Council Phase 1 proposals set out in Section 3 (c) -
Place totalling £3,668,000;

d) The Future Council Phase 1 proposals set out in Section 3 (d) -
Public Health totalling £3,427,000;

e) The Future Council Phase 1 proposals set out in Section 3 (e) —
Human Resources, Performance and Communications totalling

£812,000;

f)  The Future Council Phase 1 proposals set out in Section 3 (f) -
Finance, Assets and Information Services totalling £4,567,000.

The Director HR, Performance and Communications be requested to take
appropriate action in relation to the specific Future Council Phase 1
proposals above to issue appropriate notifications for consultations with
staff and trade unions.

That SMT undertake appropriate impact assessment analysis and
consultation with reference to its public sector equality obligations and that
further reports are submitted to the Cabinet as appropriate.

SMT be requested to identify additional Phase 2 proposals in their
respective Future Council Business Plans to address the specific
remaining forecast gap for 2015-17 for further consideration as part of the
service and financial planning process.
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