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Robustness of the Estimates 
 
The Medium Term Financial Plan (MTFP) is prepared each year and in 
projecting the Council’s finances over the forthcoming five years it is a crucial 
element of the Council’s financial management regime.  It comprises a range 
of estimates and in some cases best guesses about what the future may hold 
and always contains an element of uncertainty particularly in the latter years.  
 
Although every effort is made to identify emerging pressures there may be 
other issues arising throughout the year which will feed into the overall Budget 
process.  There is continuing uncertainty about further plans the Government 
has to cut public spending and this strategy reflects the removal of Revenue 
Support Grant funding.  One of the main uncertainties is the business rate 
retention income and the upcoming rebase. 
 
The Continuous Improvement Strategy proposed within this report will enable 
the Council to remain financially stable into the longer term.  The continuing 
prudent financial approach has enabled the latest efficiency proposal to be 
phased slowly over a number of years whilst still retaining a healthy level of 
General Fund reserves 
 
The Council’s extensive capital programme, including both property and 
housing interests continues to provide a very beneficial revenue income.  The 
forecast is that interest rates will slowly increase and the medium term 
financial plan reflects these assumptions.  The carefully timed introduction of 
long-term borrowing for future capital projects and the setting aside of 
additional revenue income from these should mitigate the increasing cost of 
interest payments.   
 
Based on the efficiency plans and our prudent approach to financial 
management I believe we can have confidence in the short-medium term.  
However, the MTFP makes it clear that the development of an emerging 
efficiency strategy is important for the long term financial stability of the 
Council’s finances.   
 
My personal view is that the estimates as reflected in the MTFP are as robust 
as they can be at this stage given the uncertain economic climate we are in.  
It also emphasises the importance of ensuring that our financial management 
processes are working effectively, both in terms of Budget preparation and 
financial monitoring. 
 
 



Adequacy of Reserves 
 
The level of reserves is something that often provokes debate; if they are too 
high the Council can be accused of not spending enough on delivering 
services whereas too low could mean we are not protected against the risk of 
something unexpected happening.  The Council maintains two types of 
reserve: 
 

 Earmarked – those that are there to meet a specific loss should it arise 
for which the timing and amount are uncertain e.g. uninsurable losses. 

 

 General Reserve – to meet an unexpected loss.  The only reserve that 
fits this category is the General Fund Revenue which we maintain at 
10% of net revenue expenditure equating to approximately £1.0M 

 
A comprehensive risk assessment of the earmarked reserves is made each 
year and I am therefore satisfied that the earmarked reserves are currently at 
an adequate level. 
 
The General Fund Reserve has been maintained at 10% of net expenditure 
for many years and Councillors, Officers and External Audit have always felt 
comfortable with this level of reserve.   
 
Our current reserve continues to exceed the minimum and our strong financial 
position to date is the envy of many of my fellow Chief Financial Officers in 
Hampshire with whom I meet regularly.  However, we are not immune from 
the financial pressures facing the public sector and we must use our current 
strong position to continue to plan for the future. 
 
 

Sarah King 
Chief Financial Officer 


