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PURPOSE OF THE REPORT.

This report provides the Cabinet with information in respect of the
2016/2017 local government settlement, the outcomes of the general
budget consultation exercise and feedback from the pre-scrutiny
activity undertaken by the Finance & Performance Scrutiny Committee,
to assist it with its deliberations, prior to constructing the revenue
budget strategy for the financial year ending 31% March 2017, which it
will recommend to Council, for approval.

RECOMMENDATIONS.

It is recommended that the Cabinet:

Note that the procedures relating to revenue budget construction,
the budget consultation process, and reporting to Council, are laid
down in the “Budget and Policy Framework”, contained within the
Council’'s Constitution;

Adopt the draft 2016/2017 revenue budget strategy, detailed in the
attached Discussion Paper ‘Appendix A’, as the basis of the
revenue budget strategy for the financial year ending the 31
March 2017, that it would wish to recommend to Council, subject to
consideration of the results of the general budget consultation
exercise and feedback from pre scrutiny by the Finance &
Performance Scrutiny Committee.
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Agree the draft timetable for setting the 2016/2017 revenue budget,
reproduced at Appendix A2.

Agree that the Council continues to support the medium term
financial strategy aimed at maximising ongoing efficiency in service
delivery, targeted service changes and other changes that maintain
the financial integrity of the Council whilst still aiming as much as
possible to protect jobs and key services.

Request the Group Director Corporate and Frontline Services to
update the draft 2016/17 budget strategy to reflect the financial
implications of any budget related decisions made by Cabinet prior
to Council on the 24™ February 2016. As part of this update, any
savings achievable in 2016/17 should be used to reduce the level
of Transitional Funding (i.e. use of the Medium Term Financial
Planning and Service Transformation Reserve) needed to deliver a
balanced budget for that year.

Note that the final settlement will not be announced until the 2™
March 2016, that is, after the Council’s budget has been set on the
basis of the Provisional Settlement. Accordingly, any changes to
Welsh Government funding levels in the Final Settlement will be
dealt with by means of adjustment to the level of the use of
Transitional Funding (details of which will be included in the Council
Tax Resolution to be considered by Council on the 10™ March
2016).

BACKGROUND.

The Council’'s Senior Leadership Team have now met on many
occasions to discuss budget issues and have consolidated their
thoughts on the impact of the provisional local government settlement,
which had been released by The Minister for Public Services (Leighton
Andrews AM), on the 9" December 2015 (see Appendix A3).

Using the final settlement, | am able to provide Cabinet Members with
details of its potential financial effects on Rhondda Cynon Taf and its
Council Tax payers, including an exemplification (Appendix A4) of a
high level budget requiring a Council Tax increase of 2.75%. The
limited resources available and the expected demand for these
resources resulted in an initial budget gap of £14.482M that needs to
be dealt with to produce a balanced budget.

At this stage, Cabinet Members are able to take account of
consultation feedback (general consultation, Scrutiny and School
Budget Forum Feedback) and the views of the Finance & Performance
Scrutiny Committee as part of pre-scrutinising the options set out for
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Cabinet. The results of these exercises are attached at Appendices B
(i to iii) and C respectively.

THE COUNCIL’S CONSTITUTION

The revenue budget for the financial year ending the 31° March 2017,
must be conducted in accordance with the “Budget and Policy
Framework” (contained in the Council’'s Constitution), which was
agreed by Members in May 2002.

Under these arrangements, it is for the Council’'s “respective Chief
Officers” to report to Cabinet, and for the Cabinet to then recommend a
budget to Council, after having conducted an appropriate budget
consultation exercise. | have reproduced the relevant sections of the
Constitution at Appendix A1, for Members’ information and guidance.

Finally, | have attached a draft timetable for agreeing the 2016/2017
revenue budget strategy, at Appendix A2.

THE KEY ELEMENTS OF A BALANCED BUDGET STRATEGY FOR
2016/2017

Contained within the discussion paper, reproduced at Appendix A, is
what the Senior Leadership Team considers to be the key elements of
a balanced revenue budget strategy for 2016/2017.

Nevertheless, it may be helpful, at this juncture, if | were to summarise
the main “building blocks” of that proposed strategy, as follows:

a) Maintain the Council’s financial stability, whilst targeting any
available funding, in an efficient and effective manner, towards
the key services required by our residents;

b) Look to protect those key services and jobs wherever possible;

c) Review all areas of service provision, including eligibility to
those services and charging policies in place;

d) Take maximum advantage of all new funding opportunities
made available by the Welsh Government and others where it is
in the best interests of the Council;



5.3

5.4

5.5

5.6

Cabinet - 11th February, 2016 Agenda ltem 2

e) “Top slice” appropriate necessary sums to fund corporate
budgets;

f) Fully allocate any sums “earmarked” for specific services which
are demonstrably the direct result of legislative changes
included in the 2016/2017 Local Government Settlement, in
strict accordance with the guidance issued by the Welsh
Government;

g) Allocate to our Service Groups, initially, an adequate allowance
for (inflationary) movements in employee costs;

h) Continue to deploy our procurement strategy to offset the impact
of certain supplies and services’ inflation, in the coming financial
year;

i) Actively pursue efficiency in all areas of the Council;

j) Provide comprehensive support to help achieve efficiency
requirements in all areas of service, including our schools.

Clearly, there are many possible budget permutations open to the
Council, but Members’ overriding ambition will be to construct a
balanced budget package, that is equitable and fair to all by limiting
any impact on service provision and where possible provides for
targeting resources to key service areas, whilst, at the same time,
avoiding an excessive increase in the Council Tax levied by the County
Borough Council.

Key Priorities

Even within this period of significantly reducing resources and hence
financial pressure on all services, this Council remains committed as
far as it possibly can to continue to deliver its key services, stronger
communities and social justice. The Council’'s draft Corporate Plan
2016-2020 sets out that our key purpose is to provide a County
Borough that has high aspirations, is confident and promotes
opportunity for all.

However, we must deliver our objectives within the parameters of next
year’s local government settlement. For next year and into the medium
term any available resources should be targeted at key service areas.
Part of our General Budget Consultation exercise has been to test the
appropriateness of our key strategic priorities around the themes of:

e Economy — building a strong economy
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e People - promoting independence and positive lives for
everyone

e Place — creating neighbourhoods where people are proud to live
and work

Consequently, at Appendix A4 of this report, | have translated the
components of the Senior Leadership Team’s recommended approach
into an illustrative budget for 2016/2017, which | believe could meet
the Cabinet’s requirements.

Council Tax Levels

As is the case every year, the Cabinet must balance its stated intention
to deliver fair and equitable services throughout the County borough as
well as improvements to the services the Council provides, with the
need to minimise the tax burden on local residents. Appendix A4
illustrates how the Cabinet could devise a balanced revenue budget,
which will meet all of the basic requirements of its preferred strategy
and set the Council Tax increase for 2016/2017, to 2.75%.

CONCLUSIONS

Whilst the Council’s present financial position could be described as
“stable”, the Authority’'s General Reserves need to remain at the
minimum acceptable level of £10M even after bridging the initial
budget gap of £14.482M.

The Senior Leadership Team holds the collective view that the Council
should commit itself to fixing its 2016/2017 revenue spending and, as a
consequence, the Council Tax levied next year, at a level which
balances the desire for fair and equitable service provision, with the
need to recognise the impact that excessive tax burdens can have on
local households.

A translation of the Senior Leadership’s Team’s recommended
strategic approach into a high level budget for 2016/2017 with a
Council Tax increase of 2.75% is contained in Appendix A4 to this
report.

Given that the financial resources currently available to the Council are
finite and that future local government settlements will continue to
present extremely challenging funding issues for local authorities in
Wales, the Senior Leadership Team sees the continuation of a robust
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medium-term financial strategy as being vital, if we are to maintain our
core public services.
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APPENDIX A

RHONDDA CYNON TAF COUNTY BOROUGH COUNCIL

FEBRUARY 2016

A DISCUSSION PAPER PREPARED IN RESPONSE TO THE 2016/2017 LOCAL

GOVERNMENT SETTLEMENT

AUTHOR: CHRIS LEE - GROUP DIRECTOR, CORPORATE AND FRONTLINE

SERVICES (01443) 424088
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BACKGROUND

The Constitution sets out the procedure, which must be adhered to when
setting the Council’s annual revenue budget. It is a specific requirement of the
Constitution that the Council’'s Chief Officers first report to the Cabinet, to
advise Members on the issues involved (see extract of the Constitution at
Appendix A1). Following due consideration of that report, and after having
conducted an appropriate budget consultation exercise, it will then be for the
Cabinet to determine a strategy and recommend a budget to Council, for final
approval. A timetable for this process is attached at Appendix A2.

Prior to determining its preferred budget strategy for the financial year ending
the 31% March 2017, the Cabinet must consider:

e The Council’s own financial position.

The financial and service implications of the Welsh Government’s
(WG) 2016-2017 local government settlement

The Single Integrated Plan - ‘Delivering Change’.

The Council’s Draft Corporate Plan.

The level of demand and the statutory basis for delivery of services.
The results of the General Budget Strategy consultation exercise.

If Members are to arrive at the best possible outcome for our residents, it will
be important that an appropriate weighting is given to each of the six key
determinants in paragraph 1.2 above, so that relative resourcing and spending
priorities can be properly determined.
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Accurate and up-to-date information is readily available in respect of the
Council’'s own financial position, and officers have now analysed the
2016/2017 Provisional local government settlement from Rhondda Cynon
Taf’'s perspective. Projections of resource levels into the medium term have
also been made, an updated Draft Corporate Plan is available, along with an
agreed Single Integrated Plan for the County Borough. We also have the
results of our ‘General Budget Strategy’ consultation exercise available.
Members also receive comprehensive updates on the Council’s financial and
operational performance on a quarterly basis.

THE COUNCIL’S FINANCIAL POSITION

Members have continued to receive regular updates on the financial position
and projections for this Council during 2015/16. A key starting point and
important consideration is the annual statement of accounts. At the Council
meeting on the 30" of September 2015, | presented the Council's audited
accounts, which reported General Fund Balances amounting to £11.001M.

Given the continuing financial pressures the Council is working under, it
remains my view, that the Council should hold a minimum of £10M as
General Fund Balances, (i.e. its working balance).This level is set given the
context of the need for continued strong financial management that is felt to
be essential to ensure that the Council maintains financial flexibility and
stability going forward.

Members will be aware that in addition to General Fund Reserves, the
Council also holds a number of earmarked reserves that are kept under
continuous review and are assessed each year by the Wales Audit Office.
Members will be aware that included in these Reserves is a Medium Term
Financial Planning and Service Transformation Reserve that has successfully
supported transitional funding as part of the Council’s Medium Term Service
Planning arrangements. It has achieved this through helping to smooth the
delivery of budget savings over a number of years, whilst still allowing an
annual balanced budget to be delivered. The starting point for the Medium
Term Financial Planning and Service Transformation Reserve as at the 31
March 2015 is £5.127M. As per paragraph 2.2 above, | consider £10M to be a
minimum level of General Fund Balances that this Council should hold. |
consider it appropriate to allocate a further £0.500M from General Fund
Balances to transitional funding and leave £10.501M as a General Fund
Balance pre the year end assessment for 2015/16 that will be undertaken as
part of preparing this year's statement of accounts. In addition, in year
savings, as at Quarter 2, have added a further £1.075M to the balance
available. These savings include senior management costs, part year effects
of voluntary early retirements, reductions in events budgets and reductions in
Mayoral / Members expenses.
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The net effect of actions proposed above would mean that the Medium Term
Financial Planning and Service Transformation Reserve available to support
the 2016/17 budget strategy at this time equates to £6.702M.

The Wales Audit Office continues to emphasise that we must remain
disciplined at this crucial time, if we are to maintain our long-term goal of
driving forward continuous improvement of key services, though this becomes
increasingly harder to achieve with such severe financial pressures.

| believe the Wales Audit Office assessment is an accurate one and it is
important that Members continue to take their fiduciary duty extremely
seriously. The challenge, therefore, is to construct a prudent, equitable and
fair revenue budget for the financial year ending the 31% March 2017. This
must involve an approach which publicly demonstrates sound financial
stewardship; which does not take unnecessary risks; which maximises
income generation; and which delivers the services that are needed and we
can afford, as well as protecting as many jobs as possible.

For many years we have incorporated the key principle of continuing to deliver
significant levels of efficiency savings which have protected jobs and services.
This has meant the removal of an “efficiency” sum of over £70M from our
base budget. Whilst efficiencies will still be delivered, the level that can be
implemented without impacting on front line services has to be set realistically
into the medium term.

THE 2016/2017 LOCAL GOVERNMENT SETTLEMENT

On the 9" December 2015, the Minister for Public Services (Leighton
Andrews AM) announced the provisional 2016/2017 local government
settlement. The Minister's statement and key data table is attached at
Appendix A3.

The “headlines” of the provisional 2016/2017 settlement are as follows:-

a. The overall reported decrease in Revenue Support Grant (RSG) and
Non-Domestic Rates funding for 2016/2017 (of unhypothecated
funding) at an all Wales level, is -1.4%.

b. The provisional settlement for Rhondda Cynon Taf, shows a decrease
of -0.9% which is better than the average of -1.4%. Settlement figures
across the twenty two local authorities in Wales range from at best
-0.1% to at worst -4.1 (no ‘floor’ protection has been included for
2016/17).
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c. The settlement includes a ‘transfer in’ of £31.1M of funding previously
provided through the Outcome Agreement Grant. The share for
Rhondda Cynon Taf is £2.467M.

d. The settlement includes reference to additional funding for Social
Services (£21M at an all Wales level) and Education (£35M at an all
Wales level), with the latter linked to a protection requirement of 1.85%
for 2016/17.

e. The settlement contains no indication of future year indicatives i.e.
2017/18 and beyond.

f. We are still awaiting details on many specific grants. At an all Wales
level, 33 out of 44 specific grants have been announced and overall
there is a total reduction of approximately 5%.

g. The Council’'s General Capital Funding allocation is increased slightly
by 0.04% (£0.005M) to £11.159M.

Given the timing of the UK Government Spending Review, the notification of
the Provisional Settlement was delayed until December for this budget round
with the Final Settlement not due to be confirmed until the 2" of March 2016
(notification on the 2" March 2016 with Welsh Government formal
consideration and hopefully approval on the 9™ March 2016). As such, budget
strateqy assumptions will be set on Provisional Settlement figures at this stage,
with_any adjustments made at Final Settlement stage being dealt with by
means of an adjustment to the level of the use of Transitional Funding pre the
statutory deadline of the 11" March 2016, plus any such implications factored
into the Council Tax resolution for 2016/17.

RECENT BASE BUDGET UPDATES

Budget assumptions used in compiling the “Base Budget” for the Council are
constantly being reviewed and updated. In recent weeks a number of
adjustments have been identified that will impact on the estimated budget
requirement for 2016/2017. These are:

a. Fire Service Levy - The Fire Service Levy has increased by £0.057M for
2016/17 (0.53% uplift) which is £0.157M less than the original assumption
(2% uplift) used in the budget modelling (notification letter received 23"
December 2015). This reduction reflects changing population levels and a
lower than anticipated increase in the fire service levy chargeable for
2016/17.

10
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b. Expressions of Interest Exercise 2015/16 — During 2015/16 a further

exercise was undertaken inviting expressions of interest from staff who
wished to consider opportunities for voluntary retirement / redundancy,
reduced hours and flexible retirement. As a result, services have been
able to restructure teams and deliver efficiencies. These are in addition to
the base efficiency targets and any reductions linked to the
implementation of agreed service changes. Employee cost reductions will
deliver base budget savings of £1.682M for 2016/17.

. Waste Services — The agreement of the Residual Waste contract in

2015/16 has delivered net savings projected to be approximately £0.750M
in 2016/17.

. Ongoing reassessment of base budget pressures — As part of updating

the base budget assumptions over recent weeks, changes have been
made in cost and risk calculations and in particular, this has resulted in
lower estimated cost pressures within Children’s Services. Quarterly
performance reports have indicated continued success in mitigating risk
associated with the costs of Looked After Children, in particular, through a
more favourable commissioning mix of placements. A review has
concluded that action can be taken to lower the assumptions around
2016/17 pressures within the service, reducing the additional base
requirement by £0.600M in 2016/17.

. Miscellaneous Items - During 2015/16, a number of changes were made

operationally that will deliver base budget savings in 2016/17. These
include changes in arrangements for the Dog Pound Service and
Crematorium services. The total of these changes reduces base budget
requirements by £0.025M in 2016/17.

In summary, the measures listed above in 4.1 are shown in Table 1 below: ,

Table 1: Recent Base Budget Updates Impacting on the 2016/17 Base

£M
Fire Service Levy 0.157
Expressions of Interest Exercise 1.682
Waste Services 0.750
Ongoing Reassessment of Base Budget Pressures 0.600
Miscellaneous Items 0.025
Total Reducation in Base Budget Requirement 3.214

11
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THE FINANCIAL IMPLICATIONS OF THE 2016/2017 SETTLEMENT FOR
RHONDDA CYNON TAF

The settlement indicates that our 2016/2017 RSG and NDR funding will total
£353.769M.

In anticipation of the 2016/2017 local government settlement, the Council’s
service managers have constructed base budget requirements for next
financial year. Those initial calculations provided for:-

e Estimated national wage awards, pension costs and National
Insurance Contribution increases;

¢ Non-pay (i.e. goods and services) inflation, including energy and
fuel;

e Corporate financing requirements and levies;

e Full year effects of additional burdens imposed on the Council.

The position | reported to Council (16th December 2015) at the Provisional
Settlement stage indicated a budget gap of £17.515M. This position assumed
a modelled 3% Council Tax increase and an updated tax base. Taking
account now of the recent base budget updates summarised in Table 1, the
budget gap has now reduced to £14.301M (a net reduction of £3.214M).

DEVELOPING AN EQUITABLE, DELIVERABLE AND BALANCED
BUDGET FOR 2016/2017

It will not be easy for us to develop an equitable and deliverable revenue
budget strategy given the -0.9% cut in funding from the Welsh Government
and the significant pressure upon many of our services together with a limited
ability to increase Council Tax income, and a low tax base. Within these
parameters, we will therefore need to take appropriate decisions to ensure
that next year’s budget is equitable for all, does not compromise our financial
stability, and if at all possible protects as many key services and safeguards
as many jobs as we can.

| touched upon the Council’s overall financial position in Section 2 of the
report. In my view, it is vital that we continue with the strategy adopted thus
far that takes account of the importance of sound financial management,
including the level of General Fund balances and appropriate use of the
“Medium Term Financial Planning and Service Transformation Reserve” as
transitional funding, whilst targeting any available resources toward our high
priority, customer-focused public services.

Every year, there are certain corporate financial provisions that must be “top

sliced” locally, before service budgets can be allocated. Next year will be no
different. There will be a requirement for:

12
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a) A provision to meet levies from External Bodies;

b) A provision for Capital Charges;

c) A provision for all other “Miscellaneous Finance” items (Audit
Fees, Insurance Costs, Bank Charges, etc.) which are non-
specific to any particular Service Group; and

d) Resources to fund the Council Tax Reduction Scheme.

After setting aside appropriate sums for corporate financial requirements,
Members can then fully assess the issues and opportunities for the budget as
a whole.

Council Tax Levels

This Council has always acted reasonably when setting its Council Tax,
balancing the impact upon services and the ability of the public to pay
acknowledging that those eligible, will receive support through the Welsh
Governments Council Tax Reduction Scheme (CTRS). For 2015/2016
Members agreed an increase of 3.8%. Mindful of the impact that austerity
cuts are having across all of our communities, the proposal is to increase
Council Tax in 2016/17 by 2.75%, that is below the 3% modelled in the initial
budget gap calculations and more than 1% lower than the increase in
2015/16. Lowering the increase to 2.75% will add £0.181M to the budget gap
for 2016/17, hence the updated gap becomes £14.482M.

Members will be aware that the costs of the CTRS associated with increases
in Council Tax levels and changes in caseload impact on the net income
generated through any increase in Council Tax. A 1% increase in Council
Tax will generate an additional income for the Council of £963k (at current tax
base levels), but will also cost £239k in additional CTRS requirements. It
therefore follows that a 1% increase generates a net additional income of
£724Kk, or stated another way, one quarter of any Council Tax increase is lost
to support the increased costs associated with the Welsh Governments
CTRS.

Whilst the focus for this report is predominantly on 2016/17 and an initial net
“funding gap” of some £14.482M, this gap is projected to rise over the three
years to 2018/19 to an estimated £57M if our base budget is not reduced. In
relation to next financial year initially, it is proposed that this exercise is dealt
with in two parts — firstly, setting the schools budget, and secondly assessing
the options for filling any remaining gap for 2016/2017.

13
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Schools Budget (ISB)

Members have always viewed our schools as being a key priority and have
ensured that they have been treated favourably in comparison with other
council services. The Council also has to give due regard to the direction by
Welsh Government to protect Schools by requiring a funding increase of
1.85% for 2016/17 as compared to a decrease of -0.9% faced by the Council
as a whole. This protection is applied in full against the initial school budget
base requirements where full costs of pay inflation and other running costs
have initially been assumed. The result of providing a 1.85% uplift plus
additional funding for pupil number increases is that the overall schools
budget for next year will increase from £141.8M to £144.9M, that is, an
increase of £3.1M year on year. This will see our schools treated far more
favourably than other Council services whilst at the same time reducing the
overall school budget requirement by £2.323M, leaving a remaining overall
budget gap for the Council of £12.159M. Schools will not be required to
contribute to the Council’s general efficiency targets.

Dealing With The Remaining Revenue Budget Gap

This Council has taken a proactive approach to dealing with the austerity cuts
it has faced in recent years. The planned approach to identify robust business
cases for service change has a proven track record and has meant that
budgetary control has remained effective in year. This approach | believe is
still the right one and we will again adopt a similar strategy for 2016/17.

6.10 Following careful consideration, the following approach is recommended:

a. Efficiencies — The Council has successfully delivered over £70m in
efficiency savings over the last 10 years or so. Whilst the generation of
efficiency savings becomes increasingly difficult over time, new
technology, collaboration and new ways of working are examples of where
such gains can still be delivered. As in previous years, services have been
tasked with identifying ‘general’ base efficiency savings. In total, efficiency
savings amounting to £6.350M are being targeted for 2016/17 (in addition
to the £1.682M expressions of interest exercise highlighted earlier in
paragraph 4.1b).

b. Fees & Charges - The budget strategy for 2014/15 agreed to increase
fees and charges by, on average, 3% above RPI for four years, that is to
2017/18. A report will be presented to Members shortly setting out in
detail the general uplift to fees and charges for 2016/17.

14
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c. Social Care Transformation Programme -This Council has always
prioritised the needs of the most vulnerable in our communities and
continues to do so. During 2015/16 Members will be aware that a
programme of change/improvement has been instigated across Social
Care Services, linked to the requirements of the Social Services and
Wellbeing Act and driven by the leadership’s focus on prevention and
early intervention, maximizing independence and reducing dependency
where appropriate. This shift from crisis intervention to an approach that is
about working with people to find appropriate solutions will ensure that
where an intervention is needed, it will be proportionate and timely and will
support people who need care and support and carers who need support
to achieve their personal outcomes. People (children, adults and carers),
their families and their communities are rich assets, and are at the centre
of the Social Services and Wellbeing Act. Continuing to work with people,
communities and all our partners will be key to delivering well-being and
unlocking the potential for creativity which will ensure even more effective
use of all of the available resources. As well as delivering better outcomes
for individuals this approach has already delivered underspends in the
current year that have been reported to Members as part of the quarterly
performance reports. This direction of travel will continue in 2016/17 and
will include implementing new operating models for Adult and Children’s
Services, it will seek to reduce high cost accommodation placements and
arrangements and will deliver more efficient and effective services. In
financial terms the programme is projected to deliver £2.985M of savings
in 2016/17.

d. Further Management Cost Savings — Management cost savings have
been actioned in 2015/16 that will feed through to 2016/17 allow a further
£0.123M of savings to be included in the budget strategy for 2016/17.

e. Service Changes / Cuts— Service changes have been agreed and
implemented throughout the year as part of the Council’'s proactive
approach to the financial challenges faced over the medium term.
Currently, four service change proposals remain subject to consultation,
that is, proposals relating to the Library Service, the Youth Engagement &
Participation Service, Supported Bus Routes and Day Nurseries. Until
such time that Cabinet review the outcomes of the consultation and the
decisions it wishes to take with regards to these proposals, no impact can
be considered as part of this budget strategy. In terms of further
proposals, these will continue to be developed during 2016/17 and will be
reported to Members for consideration as appropriate.

f. Medium Term Financial Planning and Service Transformation Reserve
(Transitional Funding) — Whilst significant service changes and cost
reduction measures are already in place for 2016/17, it is recognised that
further in year decisions are necessary to close future year budget gaps.
The notion of an annual budget setting process no longer exists and
experience from 2015/16 indicates that a proactive and ongoing approach

15
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to identifying and implementing service changes is the right and most
effective approach to take. In doing so, we are able to replenish
transitional funding in year and secure base budget savings in the
following year. As previously indicated, we have a “Medium Term
Financial Planning and Service Transformation Reserve” that provides the
tool, albeit short term and one off in nature, for such an approach and this
equates currently to £6.702M. To address the current budget deficit, it is
proposed that an allocation of £2.701M is made from this reserve for
2016/17. Whilst this balances the budget for 2016/17(subject to any
specific variations in Final Revenue Support Grant, other specific grants
and / or service change decisions) this would only leave £4.001M in the
reserve (subject to the year end assessment of reserves post March 31
2016). Use of £2.701M of one off funding is £1.695M less than that
required for the current year and processes are now well embedded to
ensure that savings are achieved in year and this reserve continues to be
replenished.

In summary, Table 2 lists the proposals recommended to close the remaining
budget gap for 2016/17, that will deliver a balanced budget for next year:

Table 2 : Budget Strategy Proposals 2016/17

£M £M

Budget Gap 12.159
Strategy Proposals:
General Efficiencies (6.350)
Social Care Transformation Programme (2.985)
Management Cost Savings (0.123)

(9.458)
Remaining Budget Gap 2.701
Use of 'One Off' Funding
Medium Term Financial Planning & Service
Transformation Reserve (2.701)
Total 0.000|

16
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Service Priorities

Even within this period of significantly reducing resources and hence financial
pressure on all services, this Council remains committed as far as it possibly
can to continue to deliver its key services, stronger communities and social
justice. The Council’s draft Corporate Plan 2016-2020 sets out that our key
purpose is to provide a County Borough that has high aspirations, is confident
and promotes opportunity for all.

However, we must deliver our objectives within the parameters of next year’s
local government settlement. For next year and into the medium term any
available resources should be targeted at key service areas. Part of our
General Budget Consultation exercise (explained further in Section 8) has
been to test the appropriateness of our key strategic priorities around the
themes of:

e Economy — building a strong economy

e People — promoting independence and positive lives for everyone

e Place — creating neighbourhoods where people are proud to live and
work

In addition to our revenue base budget requirements, opportunities have also
been taken to deliver investment in key strategic areas through one off
funding being made available. Council on the 28" of October 2015 agreed an
investment programme of nearly £12M and this will have a positive impact in
key priority areas. We will continue to review opportunities for further
investment during 2016/17, where this can deliver significant benefits for
residents and / or support revenue budget savings where ‘spend to save’
business cases can be demonstrated.

2016/2017 SERVICE GROUP BUDGETS

The Council adopts a comprehensive budget challenge process involving
senior managers from each Service Group, with a subsequent detailed review
and assessment being conducted by the Senior Leadership Team, to ensure
consistency and fairness across all service areas.

The 2015/2016 revenue budget and the regular performance monitoring
reports are available to the Cabinet, to act as a benchmark to evaluate
2016/2017 service delivery options, and service change proposals. It is, of
course, important to appreciate that the current year's figures are for
information purposes only and are not meant to represent a base service
requirement, or target. Indeed, budget provisions for next year could be more,
or less, than the 2015/2016 figures, depending upon Members’ decisions and
spending priorities, and on the impact of the 2016/2017 local government
settlement.
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All of our services have recently undertaken a self assessment exercise to
support the preparation of delivery plans that will set out key actions for
improvement and how progress will be measured. Funding will be a key
consideration for these plans and the Senior Leadership Team’s budget
proposals are intended to underpin these improvements. This will allow the
budget to be built “bottom up”, on the basis of properly identified service
need, within the framework provided by the Single Integrated Plan and our
own Corporate Plan.

Members will, of course, be keen to demonstrate that the Council is properly
discharging all its statutory obligations, but with funding at a premium, will
also wish to ensure that our services are being delivered in the most
economic, efficient, and effective manner. The basic principle which should,
therefore, underpin the construction of the 2016/2017 budget, is that
Members will look to target adequate funding towards the delivery of our key
services whilst, at the same time, ensuring that the resultant Council Tax
levied next year is reasonable and can be justified to our residents. Attached
at Appendix A4 is an outline budget proposal, including efficiency
requirements and service provision amendments. This is based on a Council
Tax increase of 2.75%.

Members will also be aware that given the extremely challenging financial
outlook for the Council, all areas of service are being reviewed. As referenced
earlier, this will result in potentially further phases of budget reduction and
efficiency proposals coming before Cabinet in the coming months to ensure
that our base budget is reduced over time to bridge the identified significant
medium term budget shortfall — currently estimated to be £57M in the period
to 2018/19.

THE 2016/2017 GENERAL BUDGET STRATEGY CONSULTATION
PROCESS

As noted in paragraph 6.10(e), consultation activity, instigated by Cabinet at
its meeting on the 10" of November 2015, ran until the 18" of January 2016
in respect of proposals relating to the Library Service, the Youth Engagement
and Participation Service, Supported Bus Routes and Day Nurseries. The
results of these consultation exercises are being fed back to Cabinet shortly.

As well as consulting on specific service change proposals, the Council has
also been keen to consult with the public and other interested stakeholders
on its general budget strategy and how services are delivered. As Members
are aware, the Council has undertaken a number of public engagement
initiatives as part of its ‘RCT Together programme that have increased
significantly the opportunities for residents to not only have their say on what
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matters to them but also for them to submit ideas and proposals on how
services could be delivered differently.

A new approach was adopted for the budget consultation exercise this year,
with a budget simulator being used to allow residents to interactively consider
budget options. In addition, we also held roadshow events at Pontypridd,
Treorchy and Aberdare, and our key stakeholders were engaged including
Scrutiny Committee Members, council employees, the School Budget Forum
and the Older People’s Advisory Group.

The general budget consultation also incorporated the requirements to
consult on discretions available locally for the Council Tax Reduction Scheme
(which was used to inform the Council’s decision on its scheme for 2016/17
that was considered by Council on the 27" January 2016) as well as views on
the Council’s draft corporate priorities going forward as part of its updated
plan for 2016 to 2020.

The general budget consultation ran from the 16™ of December 2015 to the
18™ of January 2016.

A further enhancement to the budget engagement and consultation process
this year was to submit the draft strategy to pre scrutiny so that non executive
members were able to examine proposals and help shape their development
before Cabinet consider the detall A request was made at the Finance &
Performance Committee on the 6™ of January 2016 to have an opportunity to
pre-scrutinise budget strategy proposals. This was agreed and the Finance
and Performance Scrutiny Committee undertook pre scrutiny of the Budget
Strategy proposals and consultation feedback at their meeting on the 27"
January 2016.

CONCLUSIONS

The Minister for Public Services (Leighton Andrews AM) announced the
Provisional 2016/2017 local government settlement on the 9" December
2015 and this Council’s re