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WHAT BENEFITS WILL THESE PROPOSALS BRING TO COPELAND RESIDENTS?
These proposals ensure the proper administration of the Council’s financial affairs to 
enable the continued delivery of services to Copeland residents. 

WHY HAS THIS REPORT COME TO THE EXECUTIVE?
This report provides the Executive with an updated view of the financial context in 
preparation for setting the Medium term financial plan and budget for 2020/21. 

RECOMMENDATIONS:
The Executive is recommended to note the updated financial context.

1. INTRODUCTION

Financial Context Background

1.1. Local authorities have been traditionally been funded based on how much 
Government determine they need to provide services in their area; called the 
‘Baseline Need’. Information such as population, rurality, deprivation and 
historical spending previously went into a ‘funding formula’ and was used to 
derive how much a local authority needed to fund its services. After taking 
account of local Council Tax and a share of Business Rates each local authority 
received a central funding grant (Revenue Support Grant - RSG) upto its ‘Baseline 
Need’. 

1.2. Since 2010, following the 2008 banking crisis, the funding formula was frozen, 
meaning local authorities did not get additional funding if their Baseline Need 
changed, say through an increase in population. Austerity measures saw the RSG 
reduce significantly until now, when local authorities are predominantly funded 
by Council Tax, a share of Business Rates and a few specific grants. For Copeland 
the RSG in 2013/14 RSG was £3,312,000, and in 2019/20 RSG is just £39,000, and 
this is likely to be the final year the Council receives this grant.



1.3. During this period various Government incentives have been introduced in order 
to focus local authorities on key national priorities such as:

a) New Homes Bonus – funding awarded when new homes are built.

b) Retained Business Rates – an increased share of business rates for local 
authorities that stimulate and grow their local economy.

1.4. Additional Central Government funding has also been provided to local 
authorities for some cost pressures, for example:

a) Adult Social Care Grant – provided to authorities with social care pressures; 
and 

b) Rural Services Delivery Grant – provided to rural authorities where there is 
a recognition that providing some services in rural areas can be more costly. 

1.5. In recent years, Government has agreed to reform local government funding to 
reflect the current Needs of local authorities; as this has not changed since the 
formula was frozen in 2013. In addition, Government has committed to provide a 
more simple and transparent methodology to allocate funding and has consulted 
on two key areas of funding that was expected to take effect from April 2020:

 Business Rates Retention - The 50% Business Rates Retention system has 
been in place since 2013, it allows local government as a whole to retain 
50% of the business rates it collects. Through a process of ‘top up’ 
payments, and ‘tariffs’,  each local authority keeps a share of the business 
rates in its area upto its Baseline Need. Individual local authorities can then 
benefit from any growth over and above this Baseline Need, and 
conversely, experience reduced income, upto a ‘safety net’, for any decline 
in Business Rates. 

 Fair Funding - The fair funding review will change and update the ‘Baseline 
Needs’ formula.

1.6. The details of the above consultations were only expected to emerge during 
2019 and thus the financial impact was unknown when the Medium Term 
Financial Strategy (MTFS) and Budget was set in February 2019. 

1.7. Government also announced in 2018 that following Brexit a spending review 
would be undertaken in 2019 for the four-year period 2020/21 to 2023/24; this 
would set the spending budgets for each of government the departments.

1.8. In February 2019, Council agreed the Mayor’s Budget for 2019/20 and the three 
year MTFS. This report identified that ‘to balance the budget in future years a 
further £1.4m savings and/or additional income will need to be identified; this 



will be a priority for the next Council’. 

Financial Context – National Update

1.9. Since February 2019, when the MTFS and budget was set, a number of 
announcements have been made, or are expected to be made, that changes the 
financial context for the authority:

 The delay in Brexit and subsequent change in Prime Minister and Cabinet 
has led to a number of key announcements for the sector:

- A one-year spending review has now been announced for 2020/21, 
instead of the anticipated four-year settlement. The review confirmed 
that there would be no real term decrease for any government 
department, and a real terms increase for most. Whilst this is good 
news for the sector, any increase in funding for MHCLG is expected to 
relate to social care.

- The detail of the spending review suggests that the referendum limit 
that would need to be consulted upon will be between 2.5% and 3.0%; 
the MTFS for 2019/20 assumes 2%. A further 1% increase equates to 
c£42k.

- It has been confirmed that the fair funding review and reform of 
business rates retention, originally planned to take effect from April 
2020, will be delayed a year to 2021. 

 The Office of Budget Responsibility (OBR) in its July 2019 report provided an 
updated view on the economy:

- It gave its clearest signal yet of its expectation that the economy may 
be about to enter a recession. Significant pressures on public spending 
from non-demographic cost pressures in health and social care, and 
the impact of an ageing population on them and the state pension, are 
likely to place a significant strain on the public finances over the 
medium term. 

- CPI inflation forecasts are stable over the next five years at broadly 2%.

 Local Government does not have an agreed pay settlement from April 2020 
but it is expected to be in excess of the 2% assumed in the MTFS. The three 
largest Local Government unions, (UNISON, GMB and Unite) have 
submitted a pay claim that would see council employees receiving a 10% 
pay rise. Most local authorities have assumed 2% but are suggesting that 
this needs to be increased.



1.10. This updated financial context nationally allows a number of assumptions 
underpinning the MTFS to be updated:

 The delay in Fair Funding and the reform of business rates retention means 
the Council may benefit from business rates pooling income and the growth 
in business rates in 2020/21.

 The budgeted pay award is 2% in the draft budget for 2020/21. 

Developing the MTFS

1.11. The Council is required by law to set a balanced budget for the coming year. In 
developing the 2020 – 2023 MTFS consideration will need to be given to any 
emerging pressures or savings identified in the budget monitoring reports, 
government announcements as part of the provisional settlement (due early 
December) and consider options to balance the budget.

2. CONCLUSIONS

2.1. This paper provides an updated financial context for budget planning purposes.

3. STATUTORY OFFICER COMMENTS 

3.1. Legal and Monitoring Officer’s comments are: There are no legal issues arising 
from this report.

3.2. The Section 151 Officer’s comments are: Contained within the report

3.3. EIA Comments

3.4. Policy Framework

3.5. Other consultee comments, if any:

4. RESOURCE REQUIREMENTS

4.1. As set out in the report.

5. HOW WILL THE PROPOSALS BE PROJECT MANAGED AND HOW ARE THE RISKS 
GOING TO BE  MANAGED?

5.1. Risks will be considered during the process of preparing the MTFS. 

 


