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MEDIUM TERM FINANCIAL STRATEGY 2023-2026

INTRODUCTION

1. This Strategy provides an overarching framework setting out the context in which
future decisions on resource allocation and budgeting will be taken. The primary
purpose of the Strategy is to provide an indication of the future financial position of
the Council and, in turn, inform the annual budget setting process. It quantifies the
likely level of resources available to deliver the Council’s services and achieve its
core strategic objectives.

2. ltis considered that the Council has never faced a more challenging funding
position, after more than a decade of austerity and continual cuts in government
support, with the ongoing legacy of the global pandemic, the current extreme and
volatile inflationary and wider economic environment, a funding crisis engulfing the
social care system amid continually increasing demand, and the continuing
uncertainty surrounding the local government funding position.

3. Consequently, it is imperative that resources are allocated following an assessment
of statutory responsibilities and strategic priorities, and that annual budget decisions
are aligned to those priorities. The requirement to identify, agree and deliver
significant cash savings and cost reductions must be considered in that regard.

4. This Strategy includes:

¢ Financial context and a high-level overview of funding changes likely to affect
the strategy

An impact assessment of the Revenue Budget 2023/24 on future years

Gap analysis for 2024/25 and 2025/26 informed by underlying assumptions
Balancing the medium-term resources

Risks to the Council’s financial resilience and sustainability

Reserves forecast and strategy

Arrangements for monitoring and review

Treasury Management strategy

Capital and investment plan over the medium term

5. The medium-term financial planning process has been developed for the period
2023-2026. It provides a forecast of the cost of continuing to provide existing levels
of service and the resources that are likely to be available to the Council over the
period. It sets out the extent of the potential budget gap, to inform Cabinet and
Council resource allocation decisions and to determine the overall size of the
efficiencies and cost-reduction programme needed over the medium term.

LOCAL GOVERNMENT FUNDING

6. The Chancellor set out high-level details of the Government’s spending plans
on health, education, transport and other public services for 2022/23 to 2024/25 as
part of the Spending Review 2021.

7. Inits Autumn Statement 2022, the Government introduced new policy measures

intended to consolidate the public finances, with increased taxation and reduced
spending designed to limit the Government’s borrowing requirements. The material
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10.

impact of the consolidation begins in 2024/25, where the net combination of tax
rises and spending reductions totals £10bn, gradually increasing to £55bn by the
end of 2027/28.

The Statement provided no detailed spending plans for the medium term, with real
risks for public spending, and a continuing likelihood that local authorities will be
increasingly reliant on other revenue sources (including those from local taxes) to
meet spending pressures. The more deprived local authorities have significantly
less ability to raise additional sums from Council Tax due to a much higher
proportion of lower banded dwellings.

The Statement made provision for additional social care funding in both 2023/24
and 2024/25 to support discharge from acute hospital settings. In addition, the
funding for social care charging reforms, which have been delayed from October
2023 to October 2025 will be maintained to provide additional resources to enable
Councils to address some of the current social care demand pressures. There
remains uncertainty as the details of individual local authority allocations for
2024/25 have not been confirmed and further specific conditions attached to the
funding are anticipated.

The 2023/24 Local Government Finance Settlement was published on 6 February
2023. The key headlines are:

e There will be a one-year settlement for 2023/24, with some indications around
funding for 2024/25.

¢ The Government calculated headline Core Spending Power will increase by
9% across England, which includes assumed increases in Council Tax in
accordance with the Government’s referendum principles.

e The Council Tax referendum threshold will increase from 2% to 3% for
2023/24.

¢ Councils with social care responsibilities will be able to increase the Social
Care Precept by up to 2% in 2023/24.

o A Consumer Price Index (CPI) increase to Revenue Support Grant in
2023/24, with no changes to the distribution methodology used in 2022/23.

e Councils will be compensated for the 2023/24 freeze in Business Rates —
equivalent to September CPI inflation.

e Social Care Grant funding will increase in 2023/24 to £3.9bn (prior to the
‘rolling-in’ of the Independent Living Fund, worth £160m) as a result of
savings arising from delays to the rollout of adult social care charging reform.

e Adult Social Care (ASC) Market Sustainability and Improvement will be
supported by further ringfenced funding - nationally £400m will be added to
the 2023/24 £162m Market Sustainability and Fair Cost of Care Fund.

o The improved Better Care Fund (iBCF) continues into 2023/24, alongside an
additional Adult Social Care Discharge Grant, worth £300m, which will be
required to be pooled as part of the Better Care Fund.
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11.

12.

13.

14.

e Services Grant will reduce by 41% in 2023/24, which equates to a reduction
of £1.317m for St Helens.

e The Lower Tier Services Grant, for which St Helens received £291k in
2022/23, will be discontinued.

e There will be a new one-off Funding Guarantee introduced to ensure all
authorities receive a minimum 3% increase in their Core Spending Power.

e The New Homes Bonus will continue in 2023/24 as an annual grant. Legacy
payments will end, and the future of the grant will be confirmed before the
2024/25 Local Government Finance Settlement.

e Four currently existing grants (worth £239m) will be rolled into Revenue
Support Grant / Social Care Grant — including the Local Council Tax Support
Administration Subsidy Grant and the Independent Living Fund.

e General Grant funding Tariff and Top-up funding adjustments will be made to
ensure the 2023 Business Rates revaluation, as far as practicable, will not
impact on the level of retained Business Rates.

¢ Neither fundamental reform to Relative Needs and Resources assessments,
nor the Business Rates system will be implemented in the current Spending
Review period.

¢ Continuation of the existing Business Rates retention arrangements (whereby
the authorities in the Liverpool City Region retain 99% of Business Rates) into
2023/24 — during which the Government will review the role of arrangements
as a source of income and its impact on local economic growth as part of the
devolution arrangements as set out in the Levelling Up white paper.

Levelling Up

As part of its levelling up agenda, the Government has launched a series of
investment programmes to support communities across the country. These
investment programmes include the Levelling Up Fund and the UK Shared
Prosperity Fund.

The Levelling Up Fund

The £4.8 billion Levelling Up Fund will invest in infrastructure that improves
everyday life across the UK, including regenerating town centres and high streets,
upgrading local transport, and investing in cultural and heritage assets. The fund
will run until 2024/25.

In January 2023, St Helens, following a successful round 2 bid, was awarded £20m
to invest in the regeneration of Earlestown.

The Government has committed to reviewing opportunities to simplify and

streamline funding and competitive bidding processes in driving regeneration and
growth.
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15.

16.

UK Shared Prosperity Fund

The UK Shared Prosperity Fund (UKSPF) will provide a national £2.6 billion of
National funding for local investment by March 2025.

The UKSPF, launched in April 2022, will see all areas of the UK receive an
allocation from the Fund via a funding formula, rather than via competition. The
Fund primarily operates over the strategic geographies of the Mayoral Combined
Authorities to support programmes under the priorities of communities and place,
local businesses and people and skills.

IMPACT OF COVID-19

17.

18.

19.

20.

The pandemic has been the most challenging emergency that the Council has ever
faced. Covid-19 has had far-reaching effects on the economy and communities
within the Borough. It has brought many financial challenges and has had a
significant impact on the way Council services are delivered. This impact continues
to be felt.

Since the outbreak of the pandemic, Covid-19-related pressures have been
considerable, with significant additional costs and income losses. In financial
planning terms, the degree of estimation and uncertainty that this introduced has
been unparalleled.

It still remains uncertain how the aftershocks of the pandemic will continue to impact
the Borough's residents, businesses and employers. The ongoing impact on the
Council’s financial position is also difficult to quantify, particularly in terms of the
wider economy, customer behaviour and demand for services.

As in 2022/23, the Local Government Finance Settlement for 2023/24 does not
include any specific funding for legacy Covid-19 and associated pressures.

IMPACT OF INFLATION

21.

22.

The rate of inflation has relentlessly moved upwards for a period of 18 months,
reaching a 40-year high of 11.1% in October 2022, driven by a combination of
demand for consumer goods, labour market shortages, the war in Ukraine and
rising energy and petrol prices. The Local Government Association (LGA) have
forecast that inflation, energy costs and increases to the National Living Wage will
add £3.4 billion of additional cost pressures onto council budgets in 2023/24 alone.
These pressures are likely to be compounded in subsequent years.

The most material pressure areas for the Council arising as a result of inflation have
been identified as:

Employee pay

o Energy costs, including those associated with street lighting and traffic
signalling

e The costs of care provision in both adult and children’s social care

e Fuel

e Food
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23.

24.

25.

26.

27.

28.

29.

30.

31.

Forecasts by the Bank of England and respected economic commentators vary
widely in terms of both expected levels and duration of elevated inflation, reflecting
the scale of the challenge that the Council faces in forecasting the impact of
inflation on its budgets.

In November 2022, the 2022/23 Local Government Pay Award was agreed,
equating to an average increase of around 7.7%. For 2023/24, unions have
submitted a pay claim which exceeds the current Retail Price Index. It is clear that
the cumulative impact of pay increases will result in significant pressures over the
course of the MTFS.

The National Living Wage will increase by 9.7% from 1 April 2023. The Low Pay
Commission expects the next two National Living Wage rises to be higher than
forecast inflation levels. The impact of this on the Council is most significant through
payments made to care providers, and this will link closely to matters relating to the
fair cost of care.

Rising energy costs are the single most significant contributory factor to the current
inflationary environment. The volatility in energy prices continues, having reached
record highs, and is extremely sensitive to a number of complex geopolitical
influences, including the conflict in Ukraine.

In September 2022, the Government announced an Energy Bill Relief Scheme for
businesses and other non-domestic customers, providing discounts on energy
usage for the period between 1 October 2022 and 31 March 2023. Further support
has been announced for 2023/24, though the absolute detail is still unclear.
Uncertainty surrounding the future cost of energy presents a serious risk to the
Council.

Significantly elevated borrowing costs associated with continual Bank Rate
increases, alongside surging prices, will have a considerable impact on the
affordability of the Council’s capital investment aspirations during the lifetime of the
MTFS.

Government have acknowledged some of the pressures that Councils face as a
result of the inflationary environment, and have provided some assistance for
2023/24 as part of the Local Government Finance Settlement. However, the
provision of another one-year settlement has left authorities facing significant
uncertainty around future levels of funding.

Economic forecasters are predicting gradual decreases in the rate of inflation, but
the trajectory and accuracy of such predictions are uncertain. As such, any
significant changes in the underlying economic conditions that impact on inflation
will need to be managed over the course of the MTFS.

Inflationary pressures are particularly damaging to Council finances. Unlike in other

sectors, Councils have limited ability to absorb such additional cost pressures or
passport them directly on to residents or businesses.
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CORE SPENDING POWER

32.

33.

34.

35.

36.

37.

38.

Core Spending Power is the Government’s defined measure of the resources
available to local authorities to fund service delivery.

The Government’s calculation of Core Spending Power is not limited to general
Government revenue grant and Business Rates, but also includes estimated
Council Tax receipts, New Homes Bonus and other specific grants. This means that
the headline percentage changes in Core Spending Power quoted by the
Government also take into account income from sources other than core general
Government revenue grant, and do not solely represent changes in levels of direct
Government funding.

The methodology of the Core Spending Power calculation for 2023/24 includes
Revenue Support Grant, Business Rates baseline funding, compensation for under-
indexing of the Business Rates multiplier, Council Tax, New Homes Bonus,
improved Better Care Fund, Social Care Grant, Funding Guarantee, Adult Social
Care Discharge Funding and the Adult Social Care Market Sustainability and
Improvement Fund.

The Government’s new Funding Guarantee for 2023/24 will ensure that all councils
experience at least a 3% increase in their Core Spending Power before any local
decisions about organisational efficiencies, use of reserves or Council Tax levels.

The Government’s published Core Spending Power figures show an increase of
10.1% for the Council in 2023/24, with Core Spending Power increasing from
£176.7m in 2022/23 to £194.4m in 2023/24. This is compared to an 8.4% increase
in 2022/23.

It is important to note that the use of Core Spending Power as a headline indicator
can distort the underlying position. For 2023/24, the Council’'s Council Tax
requirement is £91m, representing 46.8% of the Government’s published Core
Spending Power figures. The equivalent percentage for 2015/16 was 41.2%,
reflecting local authorities’ increasing reliance on Council Tax income to deliver
services.

Since austerity, the direction of travel has been for local government to become
increasingly funded from local revenues. The graphic below shows how
Government Grant support has reduced over a number of years, with ever-
increasing reliance on funding from Business Rates and Council Tax.
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39.

40.

41.

42.

ST HELENS FUNDING ANALYSIS

GOVERNMENT GRANT £127M GOVERNMENT GRANT £11M
BUSINESS RATES £19M BUSINESS RATES £72M
COUNCIL TAX £52M COUNCIL TAX £91M

Whilst this is a national concern, the reduction has greater impact for St Helens, as
it is more heavily dependent on Government funding than councils which have
greater buoyancy in their Council Tax and Business Rates bases.

The Government has been considering a major overhaul of the local government
funding mechanism for a number of years. There have been numerous delays to
the Government’s Review of Relative Needs and Resources (of the methodology
determining how much funding each authority receives based on an assessment of
its relative needs and resources). Similar delays have been experienced in relation
to proposed reforms to Business Rates retention.

Along with five consecutive one-year settlements, these delays have resulted in
significant uncertainty for the Council in considering future years’ budget
requirements and present a significant risk to financial planning and sustainability.

The Settlement confirms that reforms to local-government funding through the
Review of Relative Needs and Resources have been paused, and that a proposed
reset of accumulated Business Rates growth has also been paused for the
remainder of the 2022-2025 Spending Review. The Government has expressed a
commitment to improving the landscape of local-government finance in the next
parliament.

BUSINESS RATES RETENTION

43.

44,

Since 2017/18, St Helens has participated in a designated Liverpool City Region-
wide Business Rates Retention Scheme. The Local Government Finance
Settlement confirmed a one year only guaranteed extension of the arrangements for
the six authorities in the Liverpool City Region Combined Authority area for
2023/24.

The estimated benefit for 2023/24 from participation in the scheme is approximately
£4.8m. The Council’s financial position could be significantly worse if this
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45.

46.

47.

48.

49.

50.

51.

52.

53.

arrangement were to be withdrawn. Under the terms of the arrangement St Helens
is allowed to retain 99% of any Business Rates growth.

The Council has successfully grown its Business Rate base in recent years, which
has generated additional Business Rates income. However, in the current economic
climate there remains a significant deal of uncertainty over the stability of the local
Business Rates base. The Council is developing an Inclusive Growth Strategy that
will seek to drive economic growth and ensure that residents benefit from this
growth.

As previously referred, planned reforms to the Business Rates Retention system
have been continually deferred. There remain considerable uncertainties in several
key areas relating to the Business Rates Retention scheme that could have a
significant impact on the Council’s funding in future years.

The settlement also allows for the continuation of the Mid Merseyside Business
Rates Pool with Halton and Warrington Councils in 2023/24.

On 1 April 2023 the next revaluation of properties for business rates will take effect.
Detail of the impact of the revaluation and available reliefs to businesses is provided
in paragraphs 122 to 126 in the Revenue Budget report.

From this point onwards, the Government have announced they will be
implementing three-yearly revaluations to ensure rates are more responsive to
economic changes.

Whilst the potential impact of the Business Rates reforms referenced above
represent significant financial risks to the Council, it is anticipated that the
Government would include transitional protection systems to ensure Local
Authorities are not faced with any significant financial cliff edges.

The current medium term financial planning assumptions include for these
protections and are based on the Council’s current funding levels from participation
in the Business Rates Retention scheme.

There is uncertainty that the Government might not afford protection to the
additional funding derived from the Business Rates Retention scheme. This would
put additional pressure on the Council’s budget in future years.

The potential impact of Business Rates reforms, together with the outcome of future
government Budgets and the Review of Relative Needs and Resources, determine
that Business Rates Retention will be an even more important funding source for
the Council. It is uncertain how the results of these reviews will affect funding for the
Council and whilst that is the case, this remains a key risk for the Council.

PENSIONS

54.

The Council is a member of the Merseyside Pension Fund on behalf of former,
current and future employees. Both the Council and its current employees make
contributions to the fund at levels determined by the Fund’s actuaries. The actuaries
also prescribe the levels at which the Council need to make annual payments to
contribute towards any forecast deficit of the Fund (with regards to the St Helens
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55.

56.

57.

58.

59.

element of the Fund), when comparing the projected assets and liabilities. Where
the projections are such that the level of assets exceed the liabilities, the annual
contributions are reduced.

Every three years, the Pension Fund makes arrangements for the revaluation of the
assets and liabilities of the fund on a per-authority basis, with contribution rates and
the projected surplus / deficit adjusted for the upcoming valuation period to ensure
the fund is sustainable for each local authority.

The provisional results from the 2022 Actuarial Valuation (final schedules will be
issued in late February / early March) show the Council’s element of the Fund to be
in a surplus position, with the Council’'s Future Service Contribution Rate for the
three-year period commencing 2023/24 set at 18.5% - a rate that is deemed
sufficient, alongside individual employee contributions, to meet the cost of new
benefits being accrued by currently active members. An annual surplus distribution
will also be receivable by the Council in each year of the same period based on the
calculated funding level.

Investment returns can be volatile, and, subject to performance of the Fund during
the valuation period, could result in a reduction in valuation of the Council’s assets
in the Pension Fund, thereby potentially requiring a greater contribution in Future
Service Rate and/or reduced surplus distributions / the requirement for deficit
payments in the period covered by the 2025 valuation. Changes in assumptions
(inflation, mortality, discount rates etc.) made by the actuaries between each
valuation period can also have an effect on the scheme, both positive and negative,
depending on the type of change.

Although the Fund is currently in a positive valuation position, given the recent
economic conditions, it is possible that assets will underperform against estimates
used as part of the 2022 Actuarial Valuation. This introduces a risk that the fund
position may not be as positive at the next revaluation and future MTFS will need to
make provision for any potential negative movement.

By way of example, if assets decreased by 5% the reduction would not change the
underlying Pension Fund position from a surplus to a deficit. However, if assets
were to decrease by 8% this underlying position would move to a deficit position;
requiring additional revenue contributions in order to address the deficit. This is
illustrated in the following table.
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2022 provisional actuarial valuation sensitivity a
Base as per % 8%
2022 reduction in | reduction in
valuation asset value | asset value
Assets (Em) 883.5 839.3 812.8
Liabilities (Em) 815.5 815.5 815.5
Surplus / (Deficit) (Em) 68 23.8 (2.7)
Pay (Em) 95 95 95
Recovery period 16 16 16
(years)
Surplus Recovery /
(Deficit Contributions) 4.25 1.49 (0.17)
(Em)
As a % of payroll 4.5% 1.6% (0.2%)

COUNCIL TAX INCREASES

60.

61.

62.

63.

64.

The Government establish a threshold to limit the level of future Council Tax
increases by requiring local authorities to carry out referendums above a certain
level of increase. The 2023/24 Local Government Finance Settlement allows Local
Authorities to increase their Council Tax by less than 3% without the need to hold a
referendum.

The Adult Social Care precept will continue for 2023/24 and Government has
allowed an additional 2% of flexibility available for those Authorities with
responsibility for Social Care.

The Council recognises the impact that Council Tax has on local residents and will
always take their ability to pay into consideration when setting Council Tax levels
and provide support to ensure that entittements to Local Tax Reduction are
maximised.

A Council Tax increase of 4.99% has been factored into the medium-term financial
forecast for 2023/24. The Government also confirmed the referendum principles of
4.99% will continue for 2024/25. Clearly, any decisions on setting future Council
Tax levels will be considered each year at Budget Council.

An increase in Council Tax of 4.99% will generate around £4.3m to fund some of
the demand pressures the Council faces in providing its statutory functions and
would avoid the need for further reductions in service delivery to the equivalent
value.

AN IMPACT ASSESSMENT OF THE REVENUE BUDGET 2023/24 ON FUTURE YEARS

65.

The Medium Term Financial Strategy for 2023-2026 is dependent on a number of
assumptions within the annual budget for 2023/24. This strategy assumes that:
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an increase of 4.99% is applied to the level of Council Tax for 2023/24 when
compared to 2022/23

the Council will approve an annual budget that delivers savings totalling £10.7m
— including individual savings proposals approved as part of previous Medium
Term Financial Strategies

the Council receives the estimated Business Rates assumed in the calculation
of the baseline funding level and any additional Business Rates included as
funding within the approved net revenue budget

the assumed costs of delivering the Council’s services both directly and
indirectly are in line with planning assumptions, including those related to
inflation

pay negotiations for 2023/24 will result in an average increase in pay of 5%

general price inflation has been provided at 5%, with separate analysis
informing increases for specific spend areas such as fuel and energy, which
have been based upon revised assumptions of usage and unit costs

the Council will contribute £3.0m to reserves in 2023/24, more detail is provided
in paragraph 103 of the Revenue Budget report.

66. These assumptions are considered to be a realistic assessment of the underlying
financial position as shown in the Medium Term Financial Strategy. A breadth of
planning assumptions and budget risks had been considered in arriving at forecast
indicative budget gaps.

POTENTIAL GAP FOR 2024/25 AND 2025/26

67. The funding gap for 2023-2026, using planning assumptions, and assuming the
delivery of proposed 2023/24 savings and other adjustments, is summarised in the
following table.

2023/24 | 2024/25 | 2025/26
£'000 £'000 £'000
FORECAST IN-YEAR BUDGET
GAP* 6,568 | 10,259 5,558
AGGREGATED FORECAST
BUDGET GAP 6,568 | 16,827 | 22,385
AGGREGATED PROPOSED
SAVINGS (7,445) | (10,357) | (11,979)
RESIDUAL FORECAST BUDGET
GAP (877) 6,470 | 10,406

* After savings options previously approved for the period 2023/24.

68. Underlying assumptions/matters included within the forecast for 2024/25 & 2025/26
are:

Council Tax will increase by 2.99% in 2024/25 and 1.99% in 2025/26, with an
additional Adult Social Care Precept of 2% in 2024/25 and 1% in 2025/26.

Increases have been factored in for non-inflationary changes in Council Tax and
Business Rates bases.
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69.

e The model assumes that New Homes Bonus allocations will be discontinued

after 2023/24.

e The annual pay award has been incorporated at 4% for 2024/25 and 2% for

2025/26.

e General price inflation has been built in at 2.5% per annum, with additional
provision made for some specific areas of high cost inflation.

e Fees and charges inflation has been incorporated at 2% per annum.

e It has been assumed that any changes arising from the Business Rates
retention scheme and/or the Review of Relative Needs and Resources will have

neutral impact for the authority.

e Increases to the National Living Wage of 6.3% in 2024/25 and 5% in 2025/26.

e That any additional funding received in relation to social care (e.g. Social Care
Grant, Discharge Funding, Better Care Fund and improved Better Care Fund)
will be accompanied by additional responsibilities and spending requirements.

e Provision has been built into the model for future capital investment costs to
support the pipeline capital schemes reported in Appendix 5.

e The underlying rate of levy (Waste Disposal & Merseytravel) has been assumed
to increase at 4% in 2024/25 and at around an average of 2% for 2025/26.

e In previous years, reserves have been rebuilt to afford the Council financial
resilience to changes in funding, inflationary pressures and unexpected events,
whilst at the same time having sufficient resources to support its priorities.
Provision of £3m per annum has been included across 2024/25 and 2025/26.

The modelling assumes that potential increases in levels of service demand are
managed as part of individual demand management strategies or within additional
government funding being made available — particularly those related to social care.

Any changes to the above assumptions will impact upon the size of the projected
budget gap for future years. The following table shows the impact that a % change,
either positive or negative, to the assumptions would make to the model.

Key Assumptions Sensitivity Analysis

+/- % £m
Pay award 2 +/-1.9
Energy & Fuel 10 +/- 0.7
Social Care Provision (incl. Direct Payments) 2 +/- 2.0
Other Price Inflation 2 +/-1.2
Levies 2 +/- 0.5
Council Tax 2 +/-1.8
Retained Business Rates 2 +/-1.5
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BALANCING OVER THE MEDIUM TERM

70.

71.

72.

73.

74.

75.

76.

77.

The Council continues to operate in an extremely challenging environment. Given
the significant reductions in the Council’s funding from Government over the last
decade, the volatility and uncertainty in the economy, and forecasts of further
pressures over the medium term, there will need to be a continuing Council-wide
focus on delivering efficiencies, maximising commercial opportunities and providing
greater value for money. This will demand strategic and corporate ownership, given
the impact of the resultant changes.

The overall size of the challenge that the Council faces is significant. The
formulation of a balanced budget over the longer term requires the delivery of
savings through consultation with residents and stakeholders, leading to service
transformation, strategic prioritisation and continuous improvement. The Council
continues to make key decisions affecting the way it delivers core services.

The Council will fully consider its strategic intent and will seek not only to reduce
costs and deliver the necessary savings, but also to identify opportunities to use
those savings programmes as leverage for wider strategic benefits.

The structure of the Council will need to continue to adapt to reflect the challenging
operating environment. Furthermore, these structural changes will require sufficient
flexibility to meet all challenges which may arise. Significant service reconfiguration
will continue to take place, and further progress will be made to update the way the
Council is structured. Review of internal business processes will also continue to
implement enhanced levels of automation and reduce back-office workloads and
associated costs. This will change the way the Council works, in line with the
organisational development strategy and through the promotion of self-service,
wherever possible.

The Council has a track record of delivering efficiency savings in recent years, and
this work will need to continue for the foreseeable future. The outcome will be a
Council which is more streamlined and focused on key strategic priorities, delivered
through transformed services working in partnership.

The achievement of approved savings is critical to ensuring that the Council can
balance the budget over the medium term. This is of particular relevance to savings
that are proposed to be approved in setting the budget for 2023/24, which continue
into, and increase in some instances, in future years.

The Council has an approved Commercial Strategy, which sets a framework for
developing an increasingly commercial approach within the Council. In doing so, it
will continue to reduce costs, generate additional income from activities and
services, and ensure recovery of full recovery of its costs through its traded services
activities. The Council will also continue to become more business-minded,
applying best practice from all sectors to add value to services and secure its
finances in a way that benefits local businesses and residents.

Outcomes from the Government’'s Spring Budget 2023, and the delayed Review of
Relative Needs and Resources and anticipated Business Rates reforms, will be
critical to determining the financial horizon for St Helens. In the absence of such,
and with yet another single-year settlement for 2023/24, there remains significant
uncertainty about the future funding of the Council, which makes it difficult to plan
over the medium term. Various scenarios for funding have been presented in this
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78.

79.

80.

81.

report, but until indicative allocations are given for future years, that uncertainty will
remain.

The Council will continue to consider future priorities and demand pressures over
the medium term and will factor these into the Medium Term Financial Strategy.
Demand-management strategies, particularly in relation to social care, will continue
to be critical in ensuring the financial sustainability of the Council.

The Medium Term Financial Strategy 2022-2025 allowed for the in-principle
addition of a number of strategic capital investment schemes to the capital
programme for 2022/23 alongside pipeline schemes for future years, subject to the
submission and approval of feasibility, design and detailed scheme plans. These
schemes included investment in highways and property assets, regeneration of the
Borough and invest-to-save schemes.

Potential new schemes continue to be developed for consideration, and, where
appropriate, for inclusion as potential pipeline Strategic Capital Investment schemes
within the Medium Term Financial Strategy 2023-2026. Provision for the associated
debt servicing costs would be incorporated into the modelling included in the
revised Medium Term Financial Strategy.

It should be noted that the level of uncertainty beyond 2023/24 is significant and
further updates of the Medium Term Financial Strategy will be brought back
periodically to update on developments.

BUDGET RISK ASSESSMENT

82.

The following risks have been considered in determining the appropriate level of
General Fund balances required within the Medium Term Financial Strategy.

Risk area

Comment and Mitigation Probability| Impact

Asset

management significant and the potential for reactive / responsive repairs

Backlog maintenance (for land, property and infrastructure) is | Medium Low
increasingly exists.

The Council has developed an Asset Strategy and Asset
Management Plan for 2023-2026. One of the aims of this is to
review all assets across the portfolio over the next three years
to develop an appropriate Action Plan. As reviews are
undertaken, outcomes will be fed into future Medium Term
Financial Strategies.

The Strategic Capital Investment Schemes include proposals
to invest in a number of the Council’s property assets.

Brexit

Direct or indirect cost implications of the UK’s departure from Medium Low
the European Union, including issues such as supply chain
workforce and goods shortages, could possibly impact the
Council.

Business Rates Risks relating to the Council’s financial position arising from High Medium

Retention scheme {the Government’s review of the existing retention scheme.
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Risk area

Comment and Mitigation

Probability

Impact

Commercial (third
party) failure

There is evidenced potential for service provider failure (e.g.,
in the care or construction sectors) to cause the Council to
incur additional costs. These costs could arise from the need
to re-procure and/or integrate new arrangements.

Robust processes in commissioning and procurement
sourcing, management and review should mitigate the risk but
cannot be guaranteed to eliminate it in its entirety.

Medium

Low

Disaster, major
emergency,
accident or incident

There will need to be available funds to respond to / recover
from any such situation. This could result in uninsured costs
arising which are not met by other sources (e.g. the
Government’s Bellwin scheme). For example, the likelihood of
ISt Helens being affected by extreme weather events cannot
be discounted.

Low

Medium

General and
Commodity /
Service specific
inflationary
pressures, including
Fuel and Energy
costs

Current extraordinarily high levels of inflation will impact on
costs and may influence wage demands.

It is evident that inflationary cost increases experienced within
some specific goods or services could be significantly above
general inflation levels.

IThe rising costs of capital projects associated with increased
interest rates as well as surging costs of delivering the
projects (e.g., materials and labour) introduces risk in relation
to the affordability of the Council’s future capital investment
plans.

The level of inflation built into budget models allows for a
general inflationary provision, and factors in higher anticipated
levels of inflation across specific areas of Council spending,
including fuel, energy, and care services.

'The extraordinary cost of living crisis and economic
uncertainty is being monitored through financial monitoring
and reporting of both revenue and capital budgets.

An inflationary reserve exists to support services where cost
increases are significantly over and above the inflation
provision that is built into the Medium Term Financial Strategy,
and where to not allow for these costs would have a direct
impact on the delivery of essential services.

High

Medium

Impact of Covid-19

Predicting the extent to which the Covid-19 pandemic will
continue to impact the Council’s financial position remains
challenging, whilst the longer term impact on employers and
businesses can still not be determined with certainty.

Prior to 2022/23, the Government provided short term funding
to support Councils, however, the most recent local
government finance settlements have not provided any
specific funding for Covid-19 related pressures.

Reports will be provided to Members highlighting issues, if and
when they arise, which will also consider potential mitigating
actions.

Medium

Low
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Risk area

Comment and Mitigation

Probability

Impact

Income collection:
Business rates,
fees, rents and
service charges

Lower economic activity (e.g. planning and building control
fees, rental income), increased competition, market volatility
and changes in customer behaviour may reduce the yield of
income streams. This has been magnified in the current
economic environment.

There is ongoing volatility in relation to the income associated
with a number of specific service areas where actions to
address these have been taken in formulating the budget for
2023/24.

Government policy around Business Rates has transferred
significant risk linked to business failures and the consequent
reduction in Business Rates, which would impact locally. The
impact of the Business Rates revaluation on 1 April 2023 is
likely to generate a significant number of new appeals. The
rate of successful appeals is monitored during the year and
the impact this may have on the Council’s appeals provision.

Potential negative movements in income collection will be
considered, with a view to managing any pressures that arise
within existing budgets or through the Medium-Term Financial
Plan.

Medium

Medium

Litigation against /
impacting on the
Council

Litigation could be experienced in relation to any aspects of its
service delivery and the Council is also potentially exposed to
legal judgements brought against other local authorities or
organisations.

Medium

Medium

Local authority
funding

Negative impacts on the Council’s financial position arising via
one, a combination, or all of the Local Government Finance
Settlement; Spending Review; Review of Relative Needs and
Resources and needs assessment; Business Rates Reform /
Revaluation / Baseline Reset.

IThe Council will continue to lobby directly and will work with
the LGA, SIGOMA, Liverpool City Region partner authorities
and other stakeholders in presenting the case for adequate
funding for the Council and the wider local government
sector.

High

High

Major Projects

Risks of cost escalation (above those arising from inflationary
pressures) creating a funding gap and/ or requiring

an increase in capital financing costs and subsequent impact
on the general fund revenue budget.

Robust processes in commissioning and procurement
sourcing, management and review should mitigate the risk but
cannot be guaranteed to eliminate it in its entirety.

Medium

Medium

New Policy /
Legislation

Generally, such changes have an appropriate lead in time and
where relevant should be covered by the ‘new burdens’
doctrine. However, there are potential risks due to potential
policy agendas of the government and the speed of
implementation of changes in some areas.

Additionally, there is risk that the timescales set by
government, and that Councils are expected to adhere to, is
over ambitious and/or undeliverable. Conducting cost of care

Medium

Medium
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Risk Area

Comment and Mitigation

Probability

Impact

exercises, proper engagement with providers and
strengthening capacity for market oversight and improved
market management will take time if they are to be done
comprehensively and at reduced levels of risk.

Pension Fund
costs

The 2022 Actuarial Review has set Pension contributions over
the period of the Medium Term Financial Strategy, based
upon assumptions provided by actuaries and factoring in
additional costs relating to the ‘McCloud judgement’,

which was made as a result of age discrimination cases
brought against the Government (in respect of the firefighters
and judges pensions schemes).

A risk exists that the Council’s fund position may not be as
positive at the next revaluation date and this potential negative
impact will need to be considered in future iterations of the
MTFS.

Medium

High

Social
Care Demand

Actions providing an increased focus on safeguarding and
permanence have increasingly marked cost implications. It is
evident that relatively small fluctuations in the demand for
social care for both Children and Adults can generate
considerable additional cost and it is increasingly evident that
the successful delivery of demand management strategies in
relation to social care is critical in reducing the risk to the
financial position of the Council.

Unique, complex care placements are becoming increasingly
difficult to source and come at significant additional cost.
There is a significant number of young people who are
supported in semi-independent living, whose needs are such
that they require high levels of support.

There continues to be the potential for Health funded
continuing care cases to become the Council’s

responsibility. There have been several backdated CHC cases
that have arisen and the potential for additional future cases
exists.

The Council’s social care services, both adults and children,
continue to face significant challenges, the provider market is
very fragile and saturated leading to significant increases in
costs. There are significant concerns of market sustainability
for providers, which has been exasperated further by the
current inflationary environment. Additional issues such as
workforce retention has destabilised the market further and
consequently increased costs, as demand exceeds supply.
Funding has been allocated to Local Authorities with social
care responsibilities to tackle high pressure issues, however,
there is uncertainty of whether the funds will be sufficient,
including those to support enhanced levels of hospital
discharges.

High

High

Social Care -
Integrated Care
Boards (ICB)

Under the Health and Care Act 2022, Integrated Care Boards
(ICBs) were established on 1 July 2022 to replace the former
Clinical Commissioning Groups (CCGs). St Helens Place is
one of the nine authorities within the Cheshire and Merseyside
ICB. Under the new governance arrangements ICBs will
allocate health funding across the nine local authorities. This

Medium

High

21|Page




Risk Area

Comment and Mitigation

Probability

Impact

presents a financial risk to the Council due to the
uncertainty of on-going funding and new NHS governance /
decision making requirements.

Social Care
responsibilities and
Funding

Recognising that additional funding will be provided in 2023/24
for Social Care responsibilities, uncertainty around the level of
funding to provide a sustainable social care system may still
continue. Funding will also be provided in 2024/25, however,
significant uncertainty remains over the level of funding and
any specific conditions attached to the funding. Local
Authorities still have a responsibility to move towards a fair
cost of care model and supporting market sustainability.

Medium

High

The deliverability of
services within the
baseline level of
available resources

Alternative actions will be required where transformation
and/or savings and/or additional projected income are not
deliverable or increases in demand result in costs

pressures. Though given the nature of alternatives that may
need to be progressed there may be lead in periods for this to
be fully achieved.

High

High

Treasury
Management

'The budget reflects the current Bank Rate and projected
movements in interest rates. Economic uncertainty and
interest rate movements could negatively impact on either or
both investment returns and debt servicing costs. The Council
mitigates the risk of downward interest rate movements by
locking into fixed term deposits with fixed interest rates.
Similarly, borrowing is undertaken with fixed interest rates to
provide certainty of future debt servicing costs over the lifetime
of the borrowing.

'The Council’s investment counterparty criteria seeks to
minimise counterparty risk but cannot completely eliminate it.

Medium

Medium

\Welfare Reform and
employment /
unemployment

(See also New
Policy / Legislation)

There are a number of areas of potential risk associated with
Welfare Reform, including the potential for increased costs
and loss of income e.g. increased cost of Council Tax
Reduction Scheme and potential reduction in Council Tax
Collection rates as further Welfare reforms impact low

income households in the borough.

Further increases to homelessness are possible, whilst
financially impacted clients may require increased Social Care
interactions.

Higher unemployment rates may require additional services
across the Council beyond those already provided.

Low

Medium

\Workforce related
matters

There have been significant changes to the labour market
both nationally and locally as a result of the pandemic and
availability of EU Nationals following Brexit.

Shortages in key areas such as care and professional
services are and will have an impact on the Council’s ability to
deliver services within the current cost envelopes.

The need for more costly interim staffing arising from the
permanent or temporary loss of existing resource.

Medium

High

Other

Other risks — these are potentially diverse in

Low
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Risk Area

Comment and Mitigation Probability | Impact

nature e.g., arising from system failure and
recovery or statutory duties to investigate and, where
necessary, remediate contaminated land.

RESERVES & BALANCES

83.

84.

85.

86.

87.

88.

89.

90.

Earmarked reserves are held for specific purposes, either as strategic reserves to
allow flexibility in the use of corporate resources, or as ringfenced reserves for
strategic, priority-driven needs. They should only be used for the specific purpose
for which they were set aside. This includes funding non-recurring items and
providing time-limited support to manage unexpected financial shocks such as
inflation or the withdrawal of funding.

The specific purposes for which the Council’s reserves are held are included in
Appendix 1.

It has previously been recognised that the use of reserves to support the revenue
budget is not feasible or sustainable. The Council’s reserves are not excessive and
given the current degree of financial uncertainty and the longer-term risks
associated with local-government funding arrangements, it is prudent to protect and
enhance earmarked reserves where there are opportunities to do so. In this light,
the Council has previously committed to rebuilding its reserves over future years as
part of the agreed Medium Term Financial Strategy.

The Council recognises that the level of reserves it maintains must have regard to
future sustainability and resilience and must reflect the operational and financial
risks it faces. These risks will change over time, and the consequences of not
having prudent levels of reserves can be significant.

The Council maintains General Fund balances to provide short-term emergency
funds for exceptional circumstances, and to cover risks that could impact the
Council as a going concern. The level has been reviewed as part of the Medium
Term Financial Strategy, and it is proposed that it should remain at £12m.

In view of this, the Revenue & Capital Budget 2023/24 proposes a realignment of
earmarked reserves to set General Fund balances at £12m for 2023/24.

It is recognised that legacy Covid-19 pressures will continue to be felt during the
period of the Medium Term Financial Strategy. The application of Covid-19 reserves
will provide resource in relation to associated additional expenditure and income
losses.

The table below shows the forecast position for the Council’s General Fund
balances, general earmarked reserves and the Covid-19 reserve. The forecast
includes the currently approved commitments and the anticipated spend/income
into the reserves through to 31 March 2026. The Reserves Strategy can be found at
Appendix 1, which also contains further detail.
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March | March | March | March | March
2022 2023 2024 2025 2026
£°000 £000 £°000 £000 £°000
General Earmarked 48,675 | 46,146 | 44,571 | 46,838 | 54,448
Reserves
Earmarked Reserve - 9,336 6,095 1,000 - -
Covid-19 Funding
Subtotal 58,011 | 52,241 | 45,571 | 46,838 | 54,448
General Fund Balances 13,423 7,885 | 12,000 | 12,000 | 12,000
Total 71,434 | 60,126 | 57,571 | 58,838 | 66,448

MONITORING & REVIEW

91.

92.

93.

94.

95.

The Council operates delegated financial management arrangements. Following
approval of the annual budget, Directorates have the responsibility to ensure that
monitoring and budgetary control is undertaken and saving plans which have been
built into the budget are achieved. The financial position is reported to the Council's
Section 151 Officer or his / her deputy on a monthly basis. Financial Monitoring
Reports are produced periodically during the year to update Cabinet on the budget
position. Executive Directors / Directors ensure their Portfolio Member is fully
briefed on financial issues.

In the event of any underperformance against budget, corrective action is required,
where possible, to ensure a balanced budget by the end of the financial year. The
Council’s Financial Procedure Rules and Budget Strategy determine that any
overspends in one year are ordinarily funded by a corresponding reduction in the
Directorate budgets in the subsequent year. However, the Section 151 Officer has
the delegations to waive this requirement having due regard to the specific
circumstances prevailing at the time. Service underspends at the end of the
financial year will be aligned to the General Fund, or earmarked reserves in specific
instances. Generally, service underspends are not carried forward. However, in
exceptional cases any requests for specific service commitments to be rolled into
the following financial year will be considered.

The Council is committed to achieving Value for Money in all aspects of its
operations. To achieve this, reviews are regularly undertaken to determine whether
cost improvements can be made, and to ensure that resources are prioritised and
are aligned to strategic intent.

The Council seeks to operate on a more commercial basis and continues to
develop its actions to increase opportunities from income generation, promote
improved procurement and minimise service delivery costs to strengthen the budget
position.

The Council will carry out three quarterly cycles of budget monitoring during each
financial year together with a combined revenue and capital final outturn report,
each of which will be reported formally to Cabinet. These will also be reported to
the Overview and Scrutiny Commission. Cabinet will recommend for Council
approval any adjustments to capital or revenue budgets.
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96. The financial modelling projections contained within this Medium Term Financial
Strategy are a dynamic model, which will be updated, revised and reported
following receipt of business intelligence, changes to underlying assumptions and
as the position becomes clearer.
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REVENUE & CAPITAL BUDGET 2023/24

INTRODUCTION AND BACKGROUND

1.

This section of the report provides an update on the latest budget position and seeks
approval for a 2023/24 Council budget which is affordable, complies with the

agreed priorities and budget strategy of the Council and meets the needs of

the residents of St Helens.

The Council remains dedicated to the ongoing review and evolution of its form and
functions as it responds to the challenges facing itself and the wider local

government sector. A Council wide transformation programme incorporating digitalisation
and modernisation, alongside the continuing review of working practices under the Ways
of Working project is proving key in ensuring that residents, businesses, partners and
communities are provided with the best possible services.

In supporting this agenda, the Council continues to deliver major changes in the
integration of Social Care, Housing, Health and other public services within an
Accountable Care System, incorporating an Integrated Care System and Integrated Care
Partnership, allowing partner organisations to manage demand, reduce costs and
improve people’s outcomes through integrated provision of high-quality care and
support.

The Council continues to prioritise the Growth and Regeneration agenda aimed at
delivering the economic activity across the Borough which will provide local jobs,
opportunities and skills and generate the local revenues to support services in the future.
The St Helens Inclusive Growth Draft Strateqy 2023-2028 has been created with the
support of key partners to fit in with the St Helens Borough Strategy 2021-2030. This will
include continued working with the Liverpool City Region Combined Authority and other
partners to promote jobs, growth and investment across the borough.

Since declaring a climate emergency in 2019, the Council continues its commitment to
achieving net zero by 2040, by working alongside partner organisations to decarbonise
the borough, secure funding, and deliver services.

The budget has also been produced whilst the Council continues to manage financial
pressures arising from the Covid-19 pandemic. The lasting impact of the pandemic on
the Council, residents, businesses, partners and communities continues to have an
impact on the Council’s financial position and budget setting process.

The budget has been formulated and agreed against the challenge of significant
demand-led pressures, particularly in relation to social care. Opportunities to manage the
demand for services through targeted non-statutory, preventative, transformative and
early intervention remain key and it is increasingly evident that the successful delivery of
demand management strategies in relation to both children’s and adult social care is
critical in ensuring the ongoing financial sustainability and resilience of the Council.

The Council continues to work closely through the Children’s Improvement Board to
prioritise actions and deliver new models of practice to ensure that all children and young
people in the borough receive the support, care and protection they need and deserve.

Ofsted’s most recent monitoring visit to was undertaken in December 2022. Inspectors
reviewed the council’s work around planning for children in need and those with child
protection plans, leaders’ assurances for quality of practice and outcomes and the
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10.

11.

12.

13.

stability of the workforce. It was positively noted that there has been a continued
concerted effort to ensure better quality social work practice and improved outcomes for
children and young people.

The aim of the Budget is to provide, within the overarching constraints that exist, the
most appropriate balance of resources to deliver the Council’s statutory responsibilities
and to set a foundation for, and facilitate, the delivery of the Council’s key ambitions and
its existing and emerging corporate priorities and borough level strategic objectives, as
set out within the Council’s "Our Borough Strategy 2021-2030".

Following the approval of the Medium Term Financial Strategy 2022-2025, Cabinet has
approved reports at meetings on 5 October and 9 November 2022 which provided
updates and actions in support of the 2023/24 budget position.

These reports provided commentary on the revised modelling undertaken to forecast
indicative budget gaps for 2023/24. In doing so, a breadth of planning assumptions and
budget risks had been revisited to ensure that a realistic mid-term forecast financial
position was established, with revisions to forecasts having been made in relation to a
number of aspects of the budget, based on most recent data or information.

Following the announcement of the local government finance settlement 2023 to 2024,
this report has been produced recognising the outcome of the settlement, the impact on
the budget gap and the further actions necessary in relation to addressing the budget
gap for 2023/24 and delivering a sustainable, balanced budget.

This report contains proposals that take into account both the current position and the
latest financial forecasts. It should be considered with due regard to the series of
previous reports considered and agreed by Cabinet.

BUDGET CONSULTATION

14.

15.

16.

17.

18.

The Council launched a public budget consultation exercise on 16 December 2022,
seeking the views of residents and businesses on the Council’s budget savings options
and spending priorities for the 2023/24 financial year. The consultation was aligned to
the Council’s priorities as set out in the Council’s "Our Borough Strategy 2021-2030".,
and ran to 15 January 2023, with 983 responses received.

The consultation was promoted on the Council’'s website and was supported by an active
social media campaign. Printed copies of the consultation were also available for
completion at the Borough'’s libraries and leisure centres, as well as the Contact Centre.

The consultation highlighted the financial challenges that the Council faces, with
particular focus on inflationary pressures and the cost-of-living crisis. It also included
details of budget savings options being explored. Participants were invited to complete a
survey providing feedback on these options.

Generally, respondents agreed with the possible savings options. Of the 40 options
included in the consultation, 36 received a higher percentage of agreeable responses.

The survey also included questions about permissible Council Tax increases and the
Council’s spending priorities. The survey showed that there was a small majority support
for in an increase in Council Tax of 3% plus a 2% increase to the adult social care
precept.
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19. The detailed outcomes of the public consultation have been posted on the
Council’'s website.

20. The Overview and Scrutiny Commission was requested to set up a budget savings
consultation Task Group to review the savings options contained within the consultation.

21. Having conducted its review the Task Group reported back to the Overview and Scrutiny
Commission at its meeting on 6 February 2023, setting out its findings and providing
recommendations of the savings options it considered should / should not be
progressed. The Commission agreed the recommendations and submission to Cabinet
and Council for further consideration as part of the budget setting process.

MATTERS IMPACTING UPON PREVIOUS BUDGET ESTIMATES

Levying Bodies

22. The levying bodies have informed the Council of their requirements for 2023/24 and
these are provided in the following table.

Amount Increase /
Levying Body (Decrease)
£000 %

Transport (Mersey Travel) 13,180 5.06%
Merseyside Recycling & Waste Authority 8,878 (5.30%)
(MRWA)

Environment Agency* 105 1.25%
Total 22,163 0.63%

*Indicative Levy Figures

23. The decrease in the MRWA levy relates to a reduction in the volume of residual waste
sent to landfill in the most recent complete financial year, coupled with an increase in the
volume of recyclable waste, which has a lower cost per tonne. The reduction also
reflects a balancing adjustment now that actual 2021/22 tonnage figures are available.

24. Apprenticeship Levy will also be payable at the continuing rate of 0.5% of the Council’s
pay bill.

Pension Actuarial Revaluation 2022

25. Merseyside Pension Fund have completed their 3 yearly revaluation of the pension fund
and have advised the Council of their employer contribution (Future Service Rate) of
18.5% for the three year period from 2023/24. This includes additional costs previously
anticipated due to the McCloud judgment.

26. The revaluation also provided confirmation of the surplus offset amount over the
valuation period.

27. The proposed 2023/24 revenue budget fully incorporates both of these matters.
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Collection Fund 2022/23

28.

29.

30.

31.

32.

The Non-Domestic Rate Return for 2023/24 has been submitted in accordance with the
delegation provided to the Council’s Section 151 Officer at the Cabinet meeting on 11
January 2023, based upon the estimated position at 31 January 2023. Major preceptors
have been advised accordingly, and the impact has been fully included within the
budget estimates for 2023/24.

The estimated Council Tax position of the Collection Fund has also been fully
incorporated into the budget estimates.

In accordance with Government requirements, 2023/24 is the final year of the three year
period whereby the covid-driven 2020/21 ‘exceptional deficit’ is spread. This equates to a
charge of £1m and the budget projections reflect this.

As reported in the Financial Monitoring Report, the use of £1.169m of earmarked
reserves is required in 2022/23 to smooth the impact of a shortfall in Section 31 grants
during that year.

Associated additional Business Rates income will be recognised in 2023/24, which is to
be used to replenish the temporary use of reserves, ensuring neutrality over the two
years. This is necessary due to the (prescribed statutory) mechanics of the Collection
Fund.

Local Government Finance Settlement 2023/24

33.

34.

35.

On 19 December 2022, the Secretary of State for Levelling Up, Housing and
Communities published the Provisional Local Government Finance Settlement 2023/24,
with a consultation period running through to 16 January 2023. The Local Government
Finance Final Settlement was published on 6 February 2023.

The settlement only covers a single year, 2023/24. This will result in a fifth consecutive
one-year settlement for Councils and continues to limit strategic financial planning and
the ability to ensure financial sustainability.

Key points of the 2023/24 Local Government Finance Settlement for St Helens are as
follows:

¢ Inflationary CPI increases to Revenue Support Grant (RSG) which equates to an
increase of £1.1m in the Council’s allocation when compared to 2022/23. In
addition, Local Council Tax Support Admin Subsidy Grant, for authorities with
increased business rates retention arrangements, has also been rolled into
baseline funding levels, taking the total increase in RSG to £1.390m for 2023/24.

e The 2023/24 allocation for the Improved Better Care Fund remains the same as
2022/23 at £10.489m.

e The Services Grant, for which the Council’s 2023/24 allocation is £1.869m, is
unringfenced and will provide vital resources for local authority services. This is a
£1.317m reduction from 2022/23, in part due to the reversal of the National
insurance contribution increase and will be partially offset by an estimated
reduction in employer National Insurance contributions of £668k.
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Additional funding of £5.805m has been added to the Social Care Grant allocated
to St Helens for 2023/24, bringing the Council’s total allocation to £17.510m.

The total allocation includes £1.082m of Independent Living Fund rolled in for
2023/24.

Government has provided this additional funding to address pressures within care
services — whilst an element of the funding will need to be utilised to fund
emerging pressures and commitments, modelling has determined that £3m of the
funding is available to address some existing budget pressures and reduce the
budget gap.

A further year allocation of New Homes Bonus (NHB) sees a decrease in funding
of £1.317m. St Helens’ allocation for 2023/24 is £0.027m.

NHB is paid annually from a top slice of RSG, and whilst the Government has
previously committed to reforming the NHB, the method for calculating NHB will
not change in 2023/24.

The government has stated it will set out the future position of New Homes Bonus
ahead of the 2024/25 local government finance settlement.

No specific funding is being provided for Covid-19 related pressures.

A core principle of up to a 3% increase in the metropolitan district Council Tax
levels for 2023/24 to apply, above which referendum requirements are necessary.

The flexibility for an additional 2% adult social care precept on top of the core
principle referred to above.

A council tax referendum principle for Police and Crime Commissioners of up to
an increase of £15 on a band D property and a principle of £5 on a band D
property for the majority of fire authorities, including Merseyside Fire and Rescue
Service.

In previous years the Government did not set a referendum principle for Mayoral
Combined Authorities, on the basis that mayors would set a precept that was
affordable and proportionate to their needs. The Government has announced a
similar approach for 2023/24 and will also continue the deferral of referendum
principles for parish councils.

In 2023/24 Local Authorities continue to be compensated for the freeze in the
multiplier used to determine the level of Business Rates income.

The extension of Business Rates Retention Scheme arrangements for the six
authorities in the Liverpool City Region Combined Authority area for 2023/24.

The continuation of the Mid Merseyside Business Rates Pool with Halton and
Warrington Councils in 2023/24.

The introduction of Adult Social Care Market Sustainability and Improvement Fund
during 2023/24 which Government have announced is designed to ensure local
authorities can tackle issues such as hospital discharge delays, social care waiting
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times, low fee rates and workforce pressures, includes funding rolled forward from
the 22/23 Market Sustainability and Fair Cost of Care Fund.

The total allocation for St Helens 23/24 is £2.255m.

¢ New funding of £1.471m in relation the Adult Social Care Discharge Fund,
provided to ensure that those who need to access social care when they are
discharged from hospital can leave as soon as possible, has been allocated for
2023/24.

The Discharge funding must be pooled as part of the Better Care Fund.

36. Alongside the Local Government Finance Settlement, the Government announced
additional one-off funding of £388k to support the most vulnerable households in St
Helens for 2023/24. The Council Tax Support Fund will allow the Council to deliver
additional support by way of further reductions of up to £25, in the council tax liability of
eligible households.

37. The Lower Tier Services Grant introduced in 2021/22 for local authorities with the
responsibility for lower tier services, has been re-purposed to ensure that all councils will
see a 3% increase in their core spending power. The Council’s allocation for 2022/23
was £0.291m and it will receive no allocation of this grant for 2023/24.

SPECIFIC GRANTS 2023/24

38. The Local Government Finance Settlement section above includes some detail in
relation to the following:

Revenue Support Grant

Services Grant

Improved Better Care Fund

New Homes Bonus

Social Care Grant

Improved Better Care Fund

Adult social Care Discharge Fund

Adult Social Care Market Sustainability and Improvement Fund

39. Commentary is provided below in relation to the most material of the other grant funding
expected to be received in 2023/24.

Dedicated Schools Grant

40. The Dedicated Schools Grant (DSG) will continue to comprise four funding blocks in
2023/24:

Schools

High Needs

Early Years

Central School Services

The total value of each block is determined by a national funding formula.
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41. The Department for Education (DfE) have confirmed that they will continue to progress
plans to implement a direct national funding formula (NFF), whereby funding will be
allocated directly to schools based on a single national formula. The DfE intend to take a
gradual approach to transition and in 2023/24, local authorities will continue to utilise a
local schools funding formula, but with a requirement to start bringing that formula closer
to the NFF.

42. The indicative DSG for St Helens (prior to adjustments for Academy funding, the direct
funding of high needs places, and Business Rates) is £184.644m. This represents an
increase of approximately £10.533m over the 2022/23 funding level. The increase
broadly comprises:

e £9.920m due to the increase in the level of the DSG nationally;

o £0.544m due to changes in St. Helens pupil numbers compared to 2022/23;

o £0.069m technical adjustment relating to the residency of pupils attending
provision either inside or outside of the borough.

43. The increase of £9.920m detailed above also includes the Schools Supplementary Grant
(£3.886m) and the early years elements of the Teachers’ Pay and Pension grants
(£0.197m) that have been rolled into DSG for 2023/24. The additional funding is also
inclusive of £1.346m High Needs Block funding announced at the Autumn Statement
2022.

44. There are a number of existing pressures in respect of the High Needs Block, particularly
in respect of the costs of specialist out-of-borough educational provision, the demand for
additional special school places, and the costs in respect of supporting SEND pupils in
mainstream schools. Although the additional funding will help to alleviate these
pressures, the local and national context is one of increasing complexity of need and a
rising number of pupils who require additional support.

Pupil Premium Grant

45. The Pupil Premium Grant is separate funding for schools to raise the attainment of
disadvantaged pupils, including those who are looked after by a local authority, and
supports children and young people with parents in the regular armed forces. The
2023/24 rates have been confirmed and these are set out below. The DfE have
confirmed that they will publish allocations and conditions of grant during spring 2023.

Pupil Premium 2022/23 2023/24
£ Per Pupil £ Per Pupil

Primary Pupil 1,385 1,455

Secondary Pupil 985 1,035

Children Looked After / Former Children 2,410 2,530

Looked After

Service Child 320 335

Mainstream Schools Additional Grant

The 2022 Autumn Statement announced that the core schools’ budget will increase by
£2 billion in the 2023/24 financial year, over the totals announced at the Spending
Review 2021. Of this, approximately £400m will be allocated to local authorities to help
support children with special educational needs or disabilities. Mainstream Schools will
be allocated their share of this funding through the Mainstream Schools Additional Grant
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(MSAG). This money is in addition to schools’ allocations through the DSG funding
formula.

46. The DfE currently expect to publish school level allocations for this grant in May 2023.
However, indicative allocations have been published at a local authority level, detailing
funding in the region of £4.727m for St Helens.

Domestic Abuse Statutory Duty

47. To enable Councils to fulfil the functions of the new statutory duty on Tier 1 Local
Authorities relating to the provision of support to victims of domestic abuse and their
children residing within safe accommodation. St Helens has been awarded £446k for
2023/24.

Homelessness Prevention Grant

48. The Homelessness Prevention Grant supports local authorities in delivering services to
prevent and tackle homelessness. lIts intended use is to protect vulnerable people and
families from homelessness by providing temporary accommodation, helping with rent
arrears and providing deposits on new accommodation. The Council’s allocation for
2023/24 is £355k.

Rough Sleeper Initiative (tranche 5)

49. Rough Sleepers Initiative 2022 to 2025 provides funding to reduce rough sleeping,
through the provision of emergency beds, off-the-street accommodation, and wrap-
around support. The Council’'s 2023/24 allocation is £394Kk.

Housing Benefit Subsidy Grant

50. Housing Benefit is a Department for Work & Pensions (DWP) benefit, which is awarded
to people on low incomes, to help with their housing costs. All Local Authorities act on
behalf of the DWP to administer, calculate and award Housing Benefit (HB) to entitled
claimants. The forecast subsidy grant for 2023/24 is £43.023m.

Housing Benefit Admin Subsidy Grant

51. Housing Benefit Admin Subsidy is received as a contribution to the cost for the Council
administering Housing Benefit. The 2023/24 allocation is £617k.

Discretionary Housing Payments

52. Discretionary Housing Payments (DHPs) provide financial support to help with rent or
housing costs. Grants are awarded to claimants at the discretion of the Council.
2023/24 allocations for Discretionary Payments have not yet been released.

Public Health Grant

53. The Spending Review 2021 included an announcement that the Public Health Grant
would be maintained at the same real-terms levels over the Spending Review period.
The Council received notification on 8 February 2022 that the allocation for 2022/23
would be £15.065m, equating to a 2.8% increase over the 2021/22 allocation. Further
Allocations for 2023/24 have not yet been released.
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Household Support Fund

54.

The Household Support Fund is distributed by Councils in England to directly help those
who need it most. The grant is distributed in small payments to support vulnerable
households to meet daily needs, such as food, clothing and utilities. For the financial
year 2022/23 St Helens received £3.6m in Household Support Fund. The government
has announced a further £1bn to continue the Household Support Fund into 2023/24 and
it is anticipated that the Council will receive a similar amount to 2022/23.

BUDGET GAP AND SAVINGS

Budget Gap

55.

56.

57.

58.

59.

60.

In setting the budget for 2022/23 and approving the Medium Term Financial Strategy for
the period 2022-2025, Cabinet approved the requirement for budget savings to close the
budget gap for the period and deliver a sustainable, balanced budget. The budget gap
for 2023/24 was estimated as £11.736m.

Cabinet approved the Budget Report 2022/23 on 12 January 2022, which reported on
progress in identifying potential savings proposals to meet the anticipated budget gap
through to 2023/24.

The profile of savings over the period was approved within the Medium Term Financial
Strategy 2022-2025, with the value of savings agreed to be delivered in 2023/24 totalling
£5.300m, leaving a forecast residual budget gap for 2023/24 of £6.436m.

The Mid-Year Medium Term Financial Strategy Update report considered by Cabinet on
9 November 2022 updated financial forecasts as a result of underlying economic
conditions and extraordinary levels of inflation and projected an updated residual budget
gap of £14m.

At the time of the production of that report, a number of significant information gaps
existed, which would not be resolved until the Provisional Local Government Finance
Settlement in December. The most significant being the principles to apply for Council
Tax, the level of compensation that would be provided arising from the freeze in the
business rates multiplier, and the levels of / conditions associated with social care
funding.

The Government published the Provisional Local Government Finance Settlement for
2023/24 on 19 December 2022, with the Final Settlement being published on 6 February
2023. The impact of the settlement, in conjunction with revisions to other assumptions
within the financial model, was to reduce the budget gap as set out in the following table.
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61.

62.

63.

64.

65.

£000

Collection Fund (Business rates and council tax) (4,906)
Revenue Support Grant (1,141)
Services Grant 1,317
Lower Tier Services Grant 291
New Homes Bonus 973
Treasury Management (1,985)
Other 516

The remodelled position remains based on and sensitive to a series of highly critical
assumptions and variables, particularly around inflation and future pay settlements.

As explained in paragraph 35, the Government provided additional funding in relation to
social care within the Local Government Finance Settlement. Government has provided
this additional funding to address pressures within care services — whilst an element of
the funding will need to be utilised to fund emerging pressures and commitments,
modelling has determined that £3m of the funding is available to address existing budget
pressures and contribute to a reduction in the projected budget gap.

It is considered that savings of £2.090m which had previously been agreed for 2023/24
in the Children and Young People portfolio are no longer achievable, given the ongoing
budget pressures in relation to Children Looked After that the portfolio faces, and which
have been reported consistently within Financial Monitoring Reports throughout 2022/23.

The table below shows that care placement costs associated with children looked after
have increased significantly over the last ten years and that the Council has a
significantly high number of children in care (expressed as a rate per 10,000 of the
under-18 population) when compared to other local authorities.

2012/13 2021/22 Current

Annual care £12.481m £25.491m £31.060m
placement
expenditure
Children Looked | St Helens 121.0 128.0 129.2
After rate per
10,000 children
aged under 18 Northwest 79.0 97.0 Not available

England 60.0 70.0 Not available

It should also be noted that costs in relation to children looked after can be volatile and,
in addition to the underlying demand for services, are impacted by the needs and
demographics of service users. The complexity of support required impacts significantly
on placement costs. Other factors such as placement breakdown and the current
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residential care market conditions have also resulted in what are considered unavoidable
cost pressures.

66. The non-deliverability of the saving, in conjunction with other existing pressures in
relation to children looked after, has been identified as a fundamental risk to the
modelled position and it is proposed that £4.5m of funding is built into the Children and
Young People portfolio budget to deal with these pressures.

67. The result of the utilisation of social care funding and addressing the children looked
after pressures is summarised in the following table.

£000
Utilisation of social care funding (3,000)
Children looked after pressures 4,500

68. The revised budget gap of £10.568m presents a significant risk to the Council, given the
level of savings that have been made over a period of 13 years. It is proposed for the
£3m planned contribution into (Inflation and Funding Reform & Volatility) reserves to be
applied as a one-off in 2023/24, and for Covid-19 balances of £1m originally planned for
2024/25 to be brought forward to reduce the budget gap for 2023/24, resulting in a final
budget gap of £6.568m.

69. In doing so, it is wholly recognised that the level of reserves the Council should maintain
must be set having regard to its future sustainability, priorities, and the operational and
financial risks facing the authority. Actions to eliminate the underlying, non-sustainable,
use of reserves and build up reserve levels have been implemented as part of the
Council’'s Medium Term Financial Strategy.

Savings

70. As reported previously, on 9 November 2022 Cabinet considered the Mid-Year Medium
Term Financial Strategy Update 2022-2025 which projected a significant increase in the
projected budget gap for 2023/24, driven entirely by factors outside the Council’s control.

71. In response, the Executive Leadership Team worked to identify what were considered
acceptable savings options that met the requirements determined by Cabinet. In doing
so, full regard was had to such matters as:

Impact on statutory duties and other agreed priorities

Impact on current policy matters

Impact on staff/structures

Impact on performance and/or service delivery, including members of the
public, service users, carers, immediately and/or in the future
Impact on other Council services, immediately and/or in the future
Impact on partner organisations, immediately and/or in the future
Equality impact

Social value implications

Environmental impact

Localities/asset/property implications

Health and wellbeing considerations

Potential/actual risks and actions to mitigate them

Benchmarking of costs
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72.

73.

74.

75.

This resulted in savings options of £10.513m being identified for consideration. These
savings options were included within a public budget consultation and considered by the
Budget Task Group of the Overview & Scrutiny Commission.

The identified budget gap for 2023/24, after allowing for £3.210m of previously approved
savings to be delivered in the year, and the application of £4m of reserves as detailed
above, results in an additional 2023/24 savings requirement / budget gap of £6.568m.

Following feedback from the public consultation exercise and the review of budget
savings options by the Budget Task Group of the Overview and Scrutiny Commission,
each of the potential savings options identified has been further reviewed and
considered. Arising from that process, it is proposed to not implement £3.068m of those
savings options in 2023/24, leaving proposed savings of £7.445m to be progressed for
delivery in the year.

The savings options it is proposed to not implement in 2023/24 are set out in the
following table.

Saving Title £000 Rationale

Children’s Centres & Early 450 Impact on family services and

Help Services children looked after numbers

Staffing budget reductions to 718 Risk and impact on service delivery

reflect vacancy rates given reduced staffing resources
following previous efficiency savings

Introduction of compulsory 1,200 | Risk and impact on staff and service

unpaid leave for employees delivery

Annual conference 40 Potential impact on organisational
culture

Charging for out-of-Town- 200 Impact on local economy and

Centre parking communities

Consideration of further 221 Impact on service delivery for

reductions to the Library residents

Service

Cessation of the Councillor 100 Preference to delay and undertake a

Improvement Fund fundamental review of the scheme

Review of the Economy 139 Impact on ability to deliver economic

Service to reduce net cost growth within the borough

TOTAL 3,068

76. If the proposed £7.445m of savings are approved, the additional (£0.877m) savings in

excess of the forecast budget gap will be appropriated in 2023/24 to the Inflation
Reserve, given the extraordinary economic volatility that the Council faces and the
potential impact on budgets moving forward. The sum will then be used to partially offset
the savings that will be necessary in relation to 2024/25 and beyond.

77. The resultant savings options that it is proposed to implement to meet the 2023/24

budget gap, and the value of those savings over the period of the Medium Term
Financial Strategy, is included in the following table.
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Nature of Saving Proposal 2023/24 2024/25 2025/26
£000 £000 £000
Priority 1 — Ensure Children and Young People have a positive start in life
o Considering alternative delivery models for fostering 884 1,716 1,716
and residential care
o Review of direct payments and contracts with Home Care 100 150 150
and Holiday Play providers
o Reduction of staffing and overhead costs 198 198 198
Priority 2 — Promote good health, independence, and care across our communities
o Review of commissioned services, to include retendering of 1,400 2,400 2,400
some contracts and adoption of assistive technology
o Review of Day Care Services 300 400 500
o Service redesign to reduce dependence on traditional care 279 476 835
services
o Charging some Disabled Facilities Adaptation costs to 135 135 135
grants
o Review of fees and charges 216 366 516
o Review of contracts with providers for potential efficiencies 313 580 580
and redesign
Priority 3 — Create safe and strong communities and neighbourhoods for all
o Review of Supporting People Contracts 182 182 182
o Review of burial and cremation fees to bring charges in line 69 69 69
with market averages
Priority 4 — Support a strong, thriving, inclusive and well-connected local economy
o Increased legal and surveyors’ fees upon sale of surplus 60 80 80
land and buildings
o Disposal of commercial property 700 0 0
o Removal of cash payment facilities in car parks 40 40 40
o Increased rental income through lease renewals and 50 50 50
extended lease terms
o Review of leasehold arrangements, moving services to 210 440 630
alternative council owned premises and rationalisation of the
Council’s office space
Priority 5 — Create green and vibrant places that reflect our heritage and culture
o Switching off streetlights at night where it is safe to do so 50 50 50
o Increased income targets for highways developments 100 100 0
o Charging of some Highways staffing costs to grant funding 200 250 250
o Streamlining of Green Waste collection schedules 120 120 120
o Review of allotment fees to recover full costs 48 48 48
o Increased focus on digitisation and potential reduction to 206 260 356
cleansing regimes
o Charging for maintenance of leased land 56 56 56
Priority 6 — Be a responsible Council
o Maximisation of opportunities to generate higher returns on 500 500 500
investments
o Pensions savings, including accessing discounts on 290 290 290
employer pension contributions through prepayment
arrangements
o Anticipated saving from move to “all-out” elections 100 100 85
o Increased project management fees for staff supporting the 120 120 120
Council’s capital programme
o Review of IT licences and use of electronic communications 82 107 132
o Increasing registration fees in line with neighbouring 28 45 62
authorities and freezing of Members’ allowances (see
paragraphs 78 and 79 below)
Cross-cutting Savings
o Procurement and commissioning savings through enhanced 200 600 1,400
contract management
o Rationalisation of mailing and postage contracts 69 69 69
o Maximising letting opportunities and trading more widely 63 235 235
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Nature of Saving Proposal 2023/24 2024/25 2025/26
£000 £000 £000
o  Streamlining the Council’s internal stores and stock 50 70 70
management functions
o Review of printing facilities 27 55 55
TOTAL 7,445 10,357 11,979

78.

79.

80.

81.

82.

83.

84.

Members’ Allowances

In relation to the savings option of freezing Members’ allowances, Cabinet is invited to
recommend to Council that, in acknowledgement of the significant financial pressure
facing the Council, approval be given to forego any uplift in Members’ allowances in
2023/24.

Paragraph 14 of the Council’'s Members’ Allowances Scheme states that the basic and
special responsibility allowances within this scheme will be uprated on an annual basis
as of 1 April, unless the Council agrees for any year that such uprating shall not take
place. The index will be tied to the general rate that the majority of National Joint Council
for Local Government Services members receive. A decision of Council is therefore
required in relation to any proposal to forego an uplift on Members’ allowances.

Council Tax — Second Homes Premium

It is proposed that a further savings option will be put forward for consideration for
2024/25 in relation to the revision of the Council policy for Council Tax premiums. The
option would generate additional income by implementation of a second homes
premium, subject to the introduction of legislation via the Levelling-up and Regeneration
Bill.

If enacted, the Bill will allow billing authorities to apply a premium of up to 100% on
substantially furnished dwellings which may be occupied periodically
(e.g. second homes) from 1 April 2024.

A billing authority’s first determination must be made at least one year before the
beginning of the financial year to which it relates. In exercising its functions, a billing
authority must have regard to any guidance issued by the Secretary of State. Should

a billing authority wish to change the determination, they may make a further
determination prior to the start of financial year that it will apply. A public notice should be
issued within 21 days of making a determination.

Subiject to the bill being enacted by 31 March 2023, the Council would seek to issue a
determination to apply a 100% Council Tax premium from 1 April 2024 in respect of
substantially furnished dwellings where there is no resident occupying the property in
accordance with newly inserted section 11C of the Local Government Finance Act 1992
(as amended).

There remains uncertainty as to whether the Bill will be enacted prior to 1 April

2023, which is likely to delay the date the savings proposal could be implemented, but in
principle agreement at this stage, subject to consultation and further consideration is
recommended.
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RESERVES & BALANCES

85.

86.

87.

88.

89.

90.

The level of reserves that the Council maintains must reflect the financial risks it faces.
These risks will change over time, and the consequences of not having sufficient
reserves can be significant.

In arriving at a view on the adequacy of reserves, it is necessary to take into account:
e The purpose of holding reserves and balances
¢ The risks and uncertainties that may have financial consequences

¢ The potential impact of those risks and uncertainties and the likelihood of them
arising

¢ Any mitigations that could limit the impact of risks that crystallise
¢ The opportunity cost of holding reserves and balances.

The Council maintains an appropriate level of reserves as a result of sound financial
management. This has safeguarded the Council’s financial position when faced with
significant reductions in central-government funding and the current economic volatility.
Decisions around appropriate levels of reserves form an integral part of the budget-
setting process and must be balanced with the need to ensure that resources work
towards the delivery of Council priorities.

The Council’s risk profile must be assessed in the context of previous reductions in
spending power, coupled with:

¢ Increases in general inflation
¢ Increases in demand and expectation
e Substantial increases in specific commaodity prices for energy and fuel

¢ Any ongoing impacts of the pandemic, including recovery plans to support the
Borough’s businesses and residents

As reported regularly to Cabinet, local authorities face significant financial challenges
that must be factored into decisions around reserves and balances, highlighting the need
for a longer-term view.

The Medium Term Financial Strategy also provides an updated Budget Risk
Assessment. It is important to recognise that this Assessment cannot be considered
exhaustive, due to the complexity of the Council’s activities and the environment within
which it operates.

Having due regard to the risks identified in the Budget Risk Assessment, together with
the overall budget strategy, it is considered that an underlying level of General Fund
balances of £12 million is appropriate when setting the budget for 2023/24. It must also
be acknowledged that a number of identified risks are regarded as contingent liabilities,
and that a specific reserve exists to assist in addressing any such liabilities that might
crystalise.
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91. As stated previously, the Council continues to pursue a policy of increasing overall
reserve balances in the medium term as part of the Medium Term Financial Strategy.

Capital Receipts

92. The Council holds unapplied capital receipts from the sale of assets it previously owned.
These are held to allow the Council to purchase assets, to support capital schemes
where prudential borrowing is not considered appropriate, and to provide potential match
funding for schemes where no other funding source is available. During 2020/21, the
Council set aside £10m of capital receipts for the creation of a Land and Property
Acquisition Fund.

93. Under normal rules, capital receipts can only be used to fund capital expenditure.
However, to support local authorities in delivering more efficient and sustainable
services, in recent years, the Government has provided some opportunity for capital
receipts flexibility.

94. In April 2022, the Secretary of State extended the flexible use of capital receipts scheme
to March 2025. This allows capital receipts from the disposal of certain assets to provide
an alternative way of funding one-off transformation costs and upfront investment
associated with delivery of recurring savings, which are required to deliver a balanced
budget in future years.

95. The use of capital receipts is not a free resource, as these funds have been used to
‘internally borrow’, to reduce the Council’s exposure to interest rate movements and
credit risk. Therefore, as the receipts are used, replacement borrowing may need to be
taken out, with consequent additional cost. This is not a barrier to use, but must be fully
considered when assessing whether they should be used. The current level of capital
receipts after taking into account capital funding and other previously agreed
commitments is £8.4 million.

96. The Council is required to produce a Flexible Use of Capital Receipts Strategy for
2023/24. This is included at Appendix 8. Given the continued level of revenue savings
required in the medium term, the strategy proposes further use of the flexibility to fund
one-off transformation costs in 2023/24.

Earmarked Reserves

97. The Council’'s Reserves Strategy is focused on supporting performance, transformation,
regeneration and growth, as well as ensuring financial sustainability and resilience. The
Reserves Strategy is included at Appendix 1.

98. A review of earmarked reserves has been undertaken as part of the budget process.
This is to ensure that reserves remain relevant and adequate, particularly in the context
of the Council’s strategic, operating, financial and risk environments.

99. A detailed description of reserves, and the process for using them, is given at Appendix
1.

100.The Pension Reserve was previously created to provide the Council with the opportunity
to realise future revenue savings from the prepayment of pension liabilities to
Merseyside Pension Fund following actuarial revaluation of the fund. Following the 2022
actuarial valuation, the level of the reserve has been reviewed and it is proposed that it
be set at £10m. This is currently considered sufficient to facilitate any future prepayment
options through to the 2025 revaluation.
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101.Separately, it is proposed that £56m be applied for the creation of a new reserve, the Tax
Increment Financing (TIF) Reserve. This reserve will be used to smooth the impact on
the revenue budget where there are timing delays between borrowing costs incurred

under TIF regulations and Business Rates income from new properties within the

boundaries of the Freeport site. The report approved by Cabinet on 22 March 2022
provides more detail in relation to TIF.

102.The Council maintains General Fund balances to provide short-term emergency funds
for exceptional circumstances, and to cover risks that could impact the Council as a
going concern. The level has been reviewed as part of the Medium Term Financial
Strategy, and it is proposed that it should remain at £12.0m.

103.Previous Medium Term Financial Strategies have approved making contributions to the
Funding Reform & Volatility Reserve and the Inflationary Reserve to enhance resilience
to the uncertainties that the Council faces in future changes in Government funding and

finance reform, and to address periods of significant inflation. The Medium Term

Financial Strategy 2023-2026 proposes the continuation of these contributions.

104.The following table provides details of forecast reserves at 31 March 2024 if the

proposed realignment of reserves is approved.

Estimated Proposed | Estimated | Commitments Balances
Balances Realignment Balances To/(From) Available
at 31 of Reserves at Including for
March 1 April Transfers Investment
2023 2023 at 31 March
2024
£000 £000 £000 £000 £000
Transformation Reserve 5,712 - 5,712 (460) 5,252
Growth Reserve 5,190 - 5,190 189 5,379
Funding Reform & Volatility Reserve 2,976 2,770 5,746 655 6,401
Councillor Improvement Fund 452 - 452 - 452
Waste Management Development 901 - 901 (606) 295
Fund
Insurance & Contingent Liability 3,208 - 3,208 - 3,208
Reserve
Inflationary Reserve 4,000 - 4,000 877 4 877
Restructuring Reserve 3,707 - 3,707 - 3,707
Pension Reserve 20,000 (10,000) 10,000 - 10,000
Tax Increment Financing (TIF) - 5,000 5,000 - 5,000
Reserve
SUB-TOTAL - General 46,146 (2,230) 43,916 655 44,571
earmarked reserves
Covid-19 Reserve 6,095 (1,885) 4,210 (3,210) 1,000
SUB-TOTAL - All earmarked 52,241 (4,115) 48,126 (2,555) 45,571
reserves
General Fund Balances 7,885 4,115 12,000 - 12,000
TOTAL - All revenue reserves 60,126 - 60,126 (2,555) 57,571

*These figures exclude approved and provisional commitments from reserves extending beyond March 2024.

105.The balances shown can be committed in line with the process identified in Appendix 1.
Options for the use of the above are considered in the light of their impact on service

provision and/or ability to contribute to, or enable, the delivery of key priorities or

objectives.

106.The Covid-19 reserve was created as part of the closure of the 2020/21 accounts.

Unutilised unconditional Covid-19 funding received has been carried forward in this
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reserve and applied to provide resource cover against ongoing Covid-19 legacy
expenditure pressures. It is recognised that these legacy pressures arising are
continuing, and the application of the specific Covid-19 reserve during the period of the
Medium Term Financial Strategy will therefore provide some resource in relation to the

additional expenditure and income losses.

BUDGET POSITION 2023/24

107.Budgets for each portfolio have been calculated with regards to the earlier content of this
report, including the proposed savings in relation to the 2023/24 budget. The budgets are
at a level that is consistent with the detail and information provided in previous budget
reports, allowing for technical adjustments for matters such as support service
allocations and capital charges - the financial impact of which are neutral.

108.The portfolio budgets also reflect all previous decisions for the utilisation of earmarked
reserves, alongside the utilisation of social care funding and proposals in relation to the

existing children looked after pressures as detailed in paragraph 66.

109.Having regard to the issues detailed above and the proposals contained elsewhere in the
report the overall budget requirement of the Council is provided in the following table.

2023/24 Budget 2023/24
£000

Estimate

TOTAL PORTFOLIO BUDGETS (See Appendix 7 for detail) 175,097
Levies 22,560
Treasury Management 9,172
Restructure Costs * 1,000
Net contribution from Earmarked reserves (2,343)
Capital Charges (15,558)
TOTAL SPEND 189,928
New Homes Bonus (27)
2023/24 Services Grant (1,869)
Pension recoupment (3,746)
PFI (Interest) Grant (2,052)
Formula “Top Up’ (18,628)
Business Rates/Section 31 Grants (72,162)
Collection Fund** (425)
COUNCIL TAX REQUIREMENT 91,019

* Net of sum applied via Flexible Use of Capital Receipts Strategy as detailed in Appendix 8
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** Collection Fund figure includes Tax Income Guarantee allocation and excludes the contribution to reserves referred
to in paragraphs 31 of the Budget Report.

110.Portfolio and Priority Budget Summaries are provided at Appendix 7.
111.All actions and decisions related to Treasury Management will be in accordance with the
Treasury Management Strategy Statement 2023/24, Annual Revenue Provision Policy

Statement and Annual Investment Strategy as provided at Appendix 2. The budget
proposed is reflective of this.

CAPITAL PROGRAMME AND CAPITAL STRATEGY

112.A summary of the Capital Programme is provided in the following table, with the detailed
programme included at Appendix 4(b).

Expenditure by Portfolio 2023/2024 | 2024/2025 | 2025/2026
£000 £°000 £000
Children & Young People 12,486 1,300 1,300
Integrated Care 25 - -
Wellbeing, Communities & Culture 2,118 - -
Finance & Governance 640 - -
Transformation 1,292 - -
Environment & Transport 51,807 6,900 6,900
Regeneration & Planning 35,322 4,956 3,168
Total 103,690 13,156 11,368
RESOURCED BY
Borrowing 40,556 1,002 700
Grants/Other Contributions 61,085 11,898 10,648
Capital Receipts 638 168 20
Revenue Contribution 1,411 88 -
Total * 103,690 13,156 11,368

* Excluding the impact of any other reports that may be considered by Cabinet at its meeting of 22 February 2023

113.The Council has ambitious capital plans over the medium term and a number of potential
strategic capital schemes have been identified for 2023/24, alongside pipeline schemes
for future years. A summary of the potential investment of the Council over the period
2023 to 2026 is provided in the following table, which summarises costs for schemes
which were considered as part of last year's Medium Term Financial Strategy, and
potential new schemes which have been brought forward for consideration. Appendix 5
provides further detail.

114.A number of schemes will potentially commence in 2023/24, subject to approval
following the feasibility, design and detailed plans. The costs of the schemes to the
Council will primarily be funded by way of borrowing. Funding for future schemes is to be
identified, and this may include the potential to secure additional funding from external
sources. However, some schemes already include external funding in addition to the
expenditure shown in the table.
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2023/24 | 2024/25 | 2025/26 | 2026/27

£000 £000 £000 £°000

Strategic Capital Investment Schemes — 38,443 66,463 58,940 4,500
Previously Identified Schemes

Strategic Capital Investment Schemes — 249 - - -
Additional Identified Schemes

Total 38,692 66,463 58,940 4,500

115.The Local Government Act 2003 introduced the current system of capital financing and
control. The basic principle of this system is that the Council may incur capital
expenditure and set its own overall level of borrowing provided that capital spending
plans are affordable, prudent and sustainable.

116.The Council is governed by the Prudential Code for Capital Finance in Local Authorities
(the Code), which ensures that the objectives of affordability, prudence and sustainability
are met. The Code specifies arrangements for Councils to set and monitor prudential
indicators and impose limits for the current and next three financial years.

117.The prudential indicators, their purpose and method of calculation are detailed within The
Treasury Management Strategy 2023/24 and are based on the currently approved
capital programme and assumptions consistent with the budget. These are provided at
Annex 3 of Appendix 2.

118.Included at Appendix 3 is a Capital Strategy providing a high-level overview of how
capital expenditure, capital financing and treasury management activity contribute to the
provision of services; an overview of how associated risk is managed; and the
implications for future sustainability.

COUNCIL TAX LEVEL

119.The Government establish a threshold to limit the level of future Council Tax increases
by requiring local authorities to carry out referendums above a certain level of increase.
The 2023/24 Local Government Finance Settlement allows Local Authorities to increase
their Council Tax by less than 3% without the need to hold a referendum.

120.Similarly, the Government has provided the ability for Local Authorities with responsibility
for Social Care to raise a further Adult Social Care Precept of up to 2% in 2023/24.

121.1t is proposed that a Council Tax increase of 4.99% is agreed, inclusive of the application
of a 2% Adult Social Care Precept, with the 2023/24 Band D Council Tax (excluding
Parish precepts) being set at £1,707.13. Increasing the Council Tax will provide
sustainable income to the Council which will help to protect the delivery of statutory
functions and other vital services at a time of increasing service demands and with the
challenging economic / inflationary environment.

BUSINESS RATES REVALUATION AND RELIEFS 2023/24
122.The next Business Rates revaluation will take place on 1 April 2023. The revaluation will

adjust rateable values based on property values in April 2021, reflecting economic
changes that have taken place since the last valuation date in April 2015.

45|Page



123.Whist the amount payable by businesses in the borough will increase as a result of the
revaluation, the Council’s general funding will be adjusted by Government to ensure that,
as far as practicable, retained income is no more, or less than it would have been had
the revaluation not taken place.

124.Government funded Transitional Relief will be applied to support ratepayers facing large
increases to their rates bills as a result of the revaluation. Unlike previous revaluations,
the scheme will apply upwards caps to phase increases to bills but there will be no
restrictions to the amount rate bills can reduce.

125.Relief for Retail, Hospitality and Leisure sectors will be extended into 2023/24 and
increased from 50% to 75%, There will be additional support provided for small
businesses who are no longer eligible or facing reduction in Small Business Rates Relief.

126.From this point onwards, the Government have announced they will be implementing
three-yearly revaluations to ensure rates are more responsive to economic changes.

ROBUSTNESS OF BUDGET ESTIMATES

127.To determine the robustness of the budget estimates involves a complex range of
information, factors, assumptions, projections, controls, procedures and processes which
will inform the Council’s position. It is not just a financial exercise and requires Council-
wide involvement in supporting an integrated approach to the preparation, delivery,
monitoring and review of soundly based plans if the budget is to be evidenced as being
truly robust.

128.The Budget has been formulated having regard to factors including statutory
responsibilities; unprecedented inflation due to global/geopolitical influences; pressures
on the revenue budget in 2023/24; additional resource commitments arising from
decisions previously made; financial and operational risks and uncertainties; priorities;
funding availability; interest rate and wider economic environments; and demographic
and service demand pressures.

129.Assumptions about future levels of government funding are based on allocations outlined
in the Local Government Finance Settlement, and forecasts based on relevant
government pronouncements, including those relating to the Council’s participation in the
Liverpool City Region Business Rate Retention Pilot.

130.Limitations in the ability to accurately project the Council’s longer-term resource
availability are recognised, reported on a regular basis, and are identified as a key risk.
Work has been undertaken, acknowledging the multiple reforms and substantial
uncertainties that exist, to model the Council’s revenue financial position beyond
2023/24.

131.This modelling exercise forecasts a shortfall in resources when assessed against the
need to spend on services in future years and will add to the pressures related to
increasing demands for statutory services and brought about as a consequence of
current inflation rate. Work will be undertaken during 2023/24 that will be pivotal in
developing the strategies and actions to protect the Council’s financial and operational
stability over the longer term and reports will be presented to Cabinet in the next financial
year to agree future actions.

132.The Council’s Constitution contains a clear Budget and Policy Framework, which allows
for flexibility in budget management. The budget timetable is well communicated, and
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mechanisms exist to review options for service delivery which link into the budget
process and to facilitate service improvement and investment of resources in current and
emerging Council priorities.

133.Executive Directors have processes in place to identify and report budget pressures and
risks on an ongoing basis as part of the budget process.

134.Actions to operate within agreed budgets are regularly approved by Cabinet. Savings
options have been considered and formulated having regard to Council priorities and
with a primary objective of having the least negative impact on residents. The savings
proposals considered in setting the budget for 2021/22 and developing the Medium Term
Financial Strategy 2021-2024 were agreed to incorporate a three year period. Therefore,
the previously approved savings for 2023/24 were covered in this exercise. Impact
assessments relating to all savings proposals were considered and will be updated as
part of the decision making process.

135.The Council’s Overview and Scrutiny Commission is involved throughout the budget
process and provides an additional layer of challenge and assurance.

136.The 2023/24 budget is balanced and, in finalising the draft budget, consideration has
been given to risks and levels of prudent reserves.

137.The Council recognises that the level of reserves it should maintain must be set having
regard to its future sustainability, priorities, and the operational and financial risks facing
the authority. Actions to eliminate the underlying, non-sustainable, use of reserves and
build up reserve levels form a key part of the Council’'s Medium Term Financial Strategy.

138.Based on the above evidence, it is the view of the Council’'s Section 151 Officer that the
Council budget for 2023/24 is robust.
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APPENDIX 1: RESERVES STRATEGY

BACKGROUND

1.

The Council continues to face significant financial challenges and funding
uncertainty. Nonetheless, it remains committed to delivering its ambitious
strategic priorities and being a modern, efficient Council. In this light, the Council
must prioritise resources for key service objectives, whilst at the same time
delivering services within budget constraints. Ensuring financial sustainability
over the medium term is a priority for the Council.

Reserves play a vital role in offering transitional support, to act as a financial
buffer and ensure smooth transition as the Council adapts to organisational
changes and new ways of working. They offer time-limited opportunities for
investment, to aid strategic delivery.

It is imperative that the Council has a strong and robust Reserves Strategy that
reflects its future needs. Reserves must be set at a level that adequately
mitigates against future risks and uncertainties, whilst also providing opportunity
for investment within the confines of overall affordability and availability of
resource.

Given the current environment, it is vital that the Council continues to build
reserves over the medium term. Consequently, the Council will look to increase
its reserve levels through the Medium Term Financial Strategy and to replenish
reserves when finalising the year-end position, where possible. As part of the
budget-setting process, a minimum level of general reserves has been
determined for the Council to be considered a going concern.

This Reserves Strategy sets out the protocol for use of reserves and reassesses
the adequacy of reserves.

LEGISLATIVE/REGULATORY FRAMEWORK

6.

The requirement for financial reserves is acknowledged in statute. Sections 32
and 43 of the Local Government Finance Act 1992 require local authorities to
have regard to the level of reserves needed for meeting estimated future
expenditure when calculating the budget requirement.

There are no statutory minimum levels imposed, and it is not considered
appropriate or practical for the Chartered Institute of Public Finance and
Accountancy (CIPFA) or other external agencies to give prescriptive guidance
on the minimum or maximum level of reserves required, either as an absolute
amount or a percentage of the budget.

The adequacy of reserves levels is therefore a matter of local judgement,
bearing in mind the level of risk the Council faces and the requirement to
provide non-recurring support for strategic priorities.

Reserves management strategies are subjective, particularly within the current
challenging financial environment. Professional and regulatory bodies suggest
that reserves should be increased over the medium term, to ensure financial
sustainability, whilst the Governments have argued that councils should utilise
their reserves over the short to medium term.
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10.

The Council’s auditors will assess levels of reserves part of their annual audit,
and may make recommendations about the adequacy of those levels with
regard to the financial sustainability of the Council.

ROLE OF THE CHIEF FINANCIAL OFFICER

11.

12.

Within the existing statutory and regulatory framework, it is the responsibility of
the Chief Financial Officer to advise the local authority about the level of
reserves it should hold, and to ensure that there are clear protocols for their
establishment and use.

This requirement is also reinforced by Section 114 of the Local Government
Finance Act 1988, which requires the Chief Financial Officer to report to all the
authority’s councillors if there is or is likely to be unlawful expenditure or an
unbalanced budget. This would include situations where reserves have become
seriously depleted and it is forecast that the authority will not have the resources
to meet its expenditure in a particular financial year.

PURPOSE OF RESERVES & BALANCES

13.

14.

15.

Reserves can be classed as general reserves or earmarked reserves. They
represent funds that are not part of the normal recurring budget of the Council
but are a discrete resource of finite funds.
General reserves are set aside to provide a short-term cushion for the impact of
uneven cash flow, to act as an emergency fund in exceptional circumstances,
and to ensure that the Council remains a going concern. The Council’s current
level of general reserves is set at £12m. This is considered a prudent level set
aside to ensure the Council remains financially liquid. It is a fund of last resort,
to be used for unknown risks when all other reserves or budgets have been
completely depleted.
Earmarked reserves are held:

e To mitigate against specific risks that the Council faces

e To cushion against uncertainty

e To provide for anticipated liabilities

o To provide for short-term investment in strategic priorities

e To support the operational delivery of specific services

e To provide resource cover for invest-to-save opportunities

e To smooth the impact on the revenue budget where there may be timing
differences between expenditure incurred and related income receivable

These reserves are either held for strategic purposes, to give flexibility in the
use of corporate resources, or as ringfenced reserves for operational needs.
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16. Given the increased pressures on the annual revenue budget, the Council’s
ability to augment reserves will become increasingly constrained in future years.
Clear protocols therefore must be in place for the use of each earmarked

reserve, setting out:
e The reason for/purpose of the reserve

¢ How and when the reserve can be used

¢ An assessment of the adequacy of the reserve in light of risk factors

e Procedures for the reserve’s management and control

e A process and timescale for review of the reserve to ensure continuing

relevance and adequacy

RISK FACTORS

17.

The table below identifies the key risks that are mitigated and managed through

this Reserves Strategy.

Risk Reserve
Short-term liquidity and cash flow. General
Unforeseen emergencies. General
Strategic service transformation and ability to | Transformation

ensure services remain fit for purpose and
deliver value for money.

