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Joint Report of the Chief Executive and the Chief Financial Officer 

RECOMMENDATION TO AUDIT & RESOURCES COMMITTEE

It is recommended that the Audit & Resources Committee considers the 
Medium Term Financial Plan 2019/20 to 2024/25 and makes any 
recommendations for amendments to Cabinet for their consideration.

RECOMMENDATIONS TO CABINET

It is recommended that Cabinet: 

(1) recommend the Medium Term Financial Plan to Council for approval 

(2) approve the implementation of the Continuous Improvement Strategy

RECOMMENDATIONS TO COUNCIL

And recommend that Council approve:

(3) the Medium Term Financial Plan (Appendix A) for 2019/20 to 2024/25 and

(4) the parameters for the formulation of the 2019/20 revised and 2020/21 
Budget 

Summary

The Medium Term Financial Plan outlines the Council’s Budget projections for the 
period 2019/20 to 2024/25.

Underpinning the Strategy is the need to preserve the minimum level of General 
Fund Reserve at 10% of net revenue expenditure which is approximately £1M.

The Strategy is based on prudent assessments of both income and expenditure, 
although as the report highlights there are a number of uncertainties which could 
have a significant impact on the final budget position.
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Statutory Powers

Local Government Act, Section 151 and Local Government Act 2003

Introduction

1. The Medium Term Financial Plan (MTFP) is produced annually, taking 
account of known issues and applying a number of assumptions to the 
Council’s finances.  The Plan provides, on a rolling basis, a projection of the 
Council’s revenue finances over a 5 year period and in doing so establishes 
the broad financial principles around which Councillors can develop their 
Portfolio Plans.  The Plan also develops the Continuous Improvement 
Strategy to ensure that the Council remains efficient and effective into the 
future.  

Strategic Implications

2. Over many years continued progress has been made to ensure that the 
Budget process reflects the financial capacity to support the delivery of the ten 
objectives in the Council’s Corporate Plan.  These objectives are grouped 
around four strategic themes of:  

 Health and Wellbeing
 Greener Borough
 Housing 
 Economy

3. Compiling the Plan relies upon a number of assumptions which have a 
significant impact on the Council’s current and future financial position.  Any 
such impacts will be reported to Councillors with revisions as appropriate.  As 
part of the Council’s redesign of services, Officers and Councillors are now 
using the annual cycle of Council-wide Strategy and Performance Review 
alongside Budget and Business Planning.  To date, Councillors have been 
involved in a number of Strategic meetings and reviews to determine the key 
priorities included within this Plan.  

4. The overall position is detailed in Table 1 – Appendix A.  The summary 
forecast to 2024/25 represents a longer term view and clearly there are many 
unknowns in the later years.  The length of the Strategy is necessary to 
introduce the impact of higher interest rates and draw attention to the need for 
a phased efficiency strategy which is now termed the Continuous 
Improvement Strategy.  

Medium Term Financial Plan

5. The full Plan at Appendix A shows the forecast financial position over the 
forthcoming 5 years based on current knowledge and educated estimates.  
The key points to note are detailed in the following paragraphs.

6. This year the detailed MTFP is supplemented by a brief, user-friendly 
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document which summarises an “at a glance” insight into the plan (Appendix 
B).  This document details how the plan will enable the Council to deliver 
strategic ambitions whilst acknowledging key pressures, assumptions and 
opportunities.  

General Fund Reserve

7. The Council has a policy of setting a minimum General Fund Reserve of 10% 
of the Council’s net revenue spend to deal with unforeseen financial issues.  
For the period of this plan, the minimum level of reserves is approximately 
£1M.  Councillors should also be aware that there are also a number of 
earmarked reserves with a combined balance of £18.6M as at 31 March 2019 
to meet specific liabilities if and when they fall due, for example and most 
significantly, the Interest Reserve (Figure 5).  The adequacy of all reserves is 
reviewed each year as part of the Budget process.

Council Tax

8. The Council Tax income budget is set at £6M for 2019/20 and in accordance 
with Council policy, the Council Tax increase in 2019/20 was approved and 
implemented at 1.1%. 

9. The Council sets the actual increase in Council Tax at its Budget meeting in 
February.  The MTFP assumes that the Council will maintain its commitment 
of setting increases at 1% below inflation (CPI) for the life of this plan.  

10. Council Tax income will also increase depending on the growth in the Council 
Tax Base.  This arises principally from new hereditaments being built in the 
Borough.  

Service Budgets

11. Although costs will increase in line with inflation, Service Managers are 
required to absorb this within existing budgets.  The exception to this is 
contractual commitments for which full budget provision will be made. 

12. The MTFP is based on a number of key assumptions which are detailed within 
Appendix A.

Local Government Funding 

13. As we knew when accepting the fixed 4 year Local Government Settlement 
the Revenue Support Grant will be zero by 2019/20.  

14. This Strategy shows the Business Rate income decreasing in 2021/22.  This is 
due to the anticipated re-base of the scheme announced by Government 
which will negate much of the growth in business rate income which Councils 
have benefited from.  

Interest Rates and Investments and Borrowing
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15. As in previous years the interest rates has been a key area of focus in the 
plan.  A combination of prudent budgeting and use of the interest reserve 
leaves the Council in a strong position for the future ensuring it can afford the 
longer term impact of any future interest rate rises.

16. In April 2019 the Treasury Management Group approved a new strategy which 
included switching £300m to fixed rate long-term borrowing the benefits of this 
change are included within the plan.

New Homes Bonus

17. Since 2010 the Council has received the New Homes Bonus Grant which is 
linked specifically to additional housing being built in the Borough.  This Grant 
is earmarked for expenditure on affordable homes and community projects 
within the Community Investment Programme (CIP) and therefore has no 
direct revenue effect.  

Continuous Improvement Strategy

18. The Council has always endeavoured to work in the most effective and 
efficient way.  A revised strategy is being developed as part of the ongoing 
Annual Cycle and will be presented to Councillors alongside the Budget in 
February 2020.  This Strategy will focus on the three key delivery areas of:

 Commercial Development
 Service Improvement
 Strategic Realignment

Risk Management

19. As with any longer term plan there is a degree of risk and uncertainty, arising 
from both internal and external factors, which could have a significant impact 
on the key assumptions made within the MTFP.  It is important that the key 
risks which could have a material effect on the financial position of the 
Council, are identified and understood in terms of the potential impact (positive 
or negative) and the likelihood of occurrence.  The risk log is shown at 
Appendix C.

Budget Process

20. The implications of this Plan will be reflected in the forthcoming Budget 
process and Councillors are requested to approve the parameters it 
establishes. 

21. The overall Budget timetable is as follows:-
Action Date

Corporate Fees & Charges Report to Cabinet                       Nov 2019

Treasury Management & Capital/Investment Strategy to 
Cabinet

 Nov 2019
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Pre-decision scrutiny of the Budget – Joint Committee and 
Scrutiny Panel

 Jan 2020

Cabinet to consider final Budget  Jan 2020

Approval of Budget and setting of Council Tax  Feb 2020

Chief Financial Officer’s Statement

22. The Local Government Act 2003 (Section 25) requires the Chief Financial 
Officer (CFO) to report to the Council, when making Budget related decisions, 
on:

 The robustness of the estimates made for the purposes of setting the 
Council Tax and

 The adequacy of the proposed financial reserves.

23. The Medium Term Financial Plan is a crucial part of the Budget process and 
the Chief Financial Officer’s statement is included in Appendix D.

Equality and Diversity Implications

24. There is no formal Equal Opportunities Assessment as part of the Medium 
Term Financial Plan but in developing service strategies assessment will be 
carried out where required.

Conclusion

25. The projection of the Council’s financial position shows that:

 Based on the current Budget and rolling it forward, the Council’s 
finances are in a very healthy position with balances for 2019/20 
onwards at the agreed level.

 There are still many uncertainties and complexities with issues such as 
interest rates and NDR as such it is difficult to forecast with total 
certainty. 

 There are a number of underlying pressures and making provision for 
the future is essential.

 The new Continuous Improvement Strategy will be key to the 
achievement of the Medium Term Financial Plan.

NICK TUSTIAN SARAH KING 

Chief Executive Chief Financial Officer

Date: 23 September 2019
Contact Officer: Sarah King
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Tel No: 023 8068 8011
E-Mail:- sarah.king@eastleigh.gov.uk 
Appendices: 4

LOCAL GOVERNMENT ACT 1972 – SECTION 100D

The following is a list of documents which disclose facts or matters on which this 
report or an important part of it is based and have been relied upon to a material 
extent in the preparation of this report. This list does not include any published works 
or documents which would disclose exempt or confidential information.

None.


