
CABINET 

Wednesday, 22 July 2020 

FINANCIAL UPDATE TO JULY 2020 AND UPDATED MEDIUM-TERM 
FINANCIAL PLAN

Report of the Director of Support Services (Chief Financial Officer)

Recommendation(s)

It is recommended that Cabinet:  

(1) notes the updated Financial Position and Medium-Term Financial Plan to July 
2020;

(2) approves the change to the treatment of Local Area Committee discretionary 
budgets with no transfer to or from reserves for 2020/21; and

(3) approves the allocation of £134,500 from New Homes Bonus to fund further 
improvements at Wildern Swimming Pool.

Summary

The Medium-Term Financial Plan outlines the Council’s Budget projections for the period 
2020/21 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 several uncertainties which could have a significant 
impact on the final budget position.

In addition, this update report notes the impact of, and mitigations taken against Covid-19.

Statutory Powers

Local Government and Housing Act 1989, Sections 41 and 42
Local Government Act 1972, Section 151
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Strategic Implications 

1. To ensure delivery of strategic objectives set out in the Council’s Corporate 
Plan 2015-2025 and supporting the management of corporate risk regular 
reporting and monitoring of the Council’s Financial position is key. This report 
details spend forecasts against the current 2020-21 revenue budget and 
longer-term financial plan.  The impact of the Covid-19 pandemic and social 
distancing activities are included in this report as far as possible.

Introduction

2. This report updates on recent reports to Cabinet on the Medium-Term 
Financial Plan (MTFP) (included within the Covid-19 response reports).  It is 
important that the Council includes detail on the impact of Covid-19 on the 
Budget and highlights known or potential issues with services.  This report 
replaces the usual Quarter 1 Financial Monitoring Report and rather than 
simply reporting the impact for the current year budget a longer-term view has 
been shown in a revised MTFP. 

3. There are significant financial implications arising from the Covid-19 pandemic 
which need to be estimated and monitored.  Whilst restrictions on normal life 
are slowly being eased and estimates are becoming more accurate it is not 
possible to be certain on the financial impact either on the Council or the wider 
community.  Government grants to aid councils to deal with the pandemic 
have, for Eastleigh Borough Council, totalled £1.5M to date.  These additional 
funds have been built into the MTFP as remodelled in Appendix A and will 
help to mitigate resultant costs and losses of income.

Impact of Covid-19

4. In February 2020 the Council set a Revenue Budget with a net draw on the 
General Fund of £167,000, in line with the approved MTFP.  

5. However, since the Budget was set, the emergence of Covid-19 has 
fundamentally changed the financial position for a period of at least months 
until the end of July 2020.  During this period, the Council has forecast 
approximately £222,000 of additional expenditure for the financial year and 
has forecast income to fall by approximately £3.5M for the year, where 
services such as leisure and parking were closed.  A gradual return of most 
income streams is anticipated, although it is unlikely that usage levels will 
return to those previously budgeted for, particularly for the Car Parking 
Service, in this financial year.  

6. All service areas are reviewing their budgets during 2020 to identify options 
for identifying and delivering efficiency savings and/or generating income, with 
the aim of setting a balanced Budget in 2021/22 and reducing the overspend 
in 2020/21.
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Revenue Impacts

7. The detail of any changes to the revenue forecast included in the revised 
MTFP are shown at Appendix B.  More information on the material variances 
is shown in the paragraphs below but it should be noted these are best 
estimates based on assumptions around current Government and local 
guidelines and policies which are regularly changing.  In early July the 
Government announced that it would fund 75p of every pound that a local 
authority had lost from lack of sales or fees and charges as a result of Covid-
19.  At the time of writing the detail of the proposal is unknown and therefore 
no impact of this initiative is included within the estimates.

8. There are two significant areas of budget pressure which have a large degree 
of uncertainty.  The first is car parking income, which to date has only 
generated £30,000 of the £2M annual budget.  Due to the uncertainty of how 
the economy will recover, this MTFP includes an estimated parking income 
shortfall of £1M for 2020/21.  Modest losses are being forecast moving 
forward and are under constant review as the situation evolves.

9. The second area is rental income from the Council’s property portfolio.  As 
with parking there is significant uncertainty around whether income will be 
received due to the economy.  It is expected that there will be further 
instances of lost or reduced rental income so a further £1M allowance has 
been added to the forecast for 2020/21 on-top of the existing property 
reserves of £3.5M giving a fund to protect against lost income equivalent to 
35% of total rent per annum. A full report of the property income is shown in 
Appendix D.

10. Other significant areas of income loss are Planning fees and Arts & Culture, 
both with a pressure of £300,000.  As previously reported the theatres have 
been shut since lockdown and are only able to generate minimal income.  The 
demand for the Planning service has significantly reduced whilst the 
development industry restarts sites and assesses the market impact.  

11. It has been acknowledged that during the current climate the achievement of 
the Continuous Improvement Strategy targets will be difficult, so a revised 
timing has been put in place as detailed in the table below.  It should be noted 
that the Finance Team will continue with work with managers to achieve the 
original targets where possible.

£’000s 2020/21 2021/22 2022/23 Ongoing

Original Target 500 900 1,500 2,500

Revised Estimate - - 500 2,500

12. As can be seen from Appendix B several of the services heavily impacted are 
devolved to Local Area Committee’s (LACs) discretionary budgets.  As LACs 
have limited reserve balances, approval is sought that there be no reserve 
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transfers in or out of the LAC reserve funds for discretionary budgets in 
2020/21 (recommendation 2).  This will protect LAC revenue funds from the 
impact of Covid-19 and ensure that they can have financial stability to 
continue to provide a high-level of service for local people.

General Fund and Reserves

13. Appendix A details the MTFP position and demonstrates that the General 
Fund balance is maintained at the £1M minimum balance for the life of the 
plan taking account of all estimates relating to Covid-19.  In addition, other 
earmarked reserve balances remain healthy as detailed below.

Reserve Class 2020/21 2021/22 2022/23 2023/24 2024/25

Property 3,487 4,211 4,936 5,660 6,385

Capital 3,423 3,423 3,423 3,423 3,423

Local Areas 682 682 682 682 682

Services 4,463 4,463 4,463 4,463 4,463

Interest 8,402 9,414 8,979 8,087 5,659

General Fund 1,000 1,000 1,000 1,000 1,000

Total 21,457 23,193 23,483 23,315 21,612

Treasury Management & Cash Flow

14. The Council had a cash balance of £3.4M at the end of June 2020, compared 
to the 31 March 2020 year-end figure of £4.8M.  The Council also has £25M in 
Money Market funds available the same day.  Whilst there is uncertainty on 
income, the Council remains confident in its ability to maintain sufficient cash 
for its services throughout the medium term.  The Council is, of course, also 
able to borrow short term for revenue purposes if ever needed.

15. In a ‘stressed’ case scenario whereby income is constrained further in the 
event of a second wave, and income recovering only very slowly, the Council 
has sufficient levels of reserves and investments that it would not run out of 
cash.

16. Since April 2020 the Bank of England has reduced interest rates to 0.1%.  
However, during this time the availability of cash was reduced and borrowing 
rates averaged nearer 1%.  Whilst now stabilised it is estimated that 
borrowing is likely to average 0.5% until September 2020.  The reduced rate 
will result in a reduction in interest costs and the table below shows the 
updated budgeted interest rate and cost compared with the approved MTFP 
(the revised rate increases are in line with the existing policy).
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Approved MTFP 2020/21 2021/22 2022/23 2023/24 2024/25

Interest Rate (%) 0.75 0.75 0.88 1.38 1.88

Estimated Cost 
(£’000)

5,531 5,531 5,812 6,720 7,729

Revised at July 2020

Interest Rate (%) 0.43 0.1 0.1 0.28 0.75

Estimated Cost 
(£’000)

5,172 4,526 4,530 4,949 6,160

17. Included within the figures above is surplus short-term borrowing of £25M, this 
ensures that we have the revenue funds available to protect against any 
future fall in cash-flow.

Council Tax and Business Rates

18. As can be seen from Appendix A estimates for Council Tax and Business 
Rates remain the same. It is acknowledged that there will be cash flow issues 
created by the delays in receiving income however that does not immediately 
pass into the budget. The level of income allocated to the Council is set in 
advance therefore the 2020/21 allocation will remain the same (subject to any 
in year announcements). In addition, there is currently a surplus in the 
collection fund which once allocated will help to mitigate the impact of any lost 
income in the future. 

19. As with property income the true impact on the collection fund will not be fully 
understood until we see how the economy recovers and as such this is under 
regular review.

Wildern Swimming Pool

20. A total of £1,121,000 has previously been approved for the replacement roof 
at Wildern Swimming Pool, funded by £915,000 New Homes Bonus and 
£206,000 from HEWEB LAC Developers’ Contributions.

21. Additional work has been identified to complete the works on site, with an 
additional budget requirement of £134,500.  This is in relation to the need to 
renew the pool tiling as the original tiles have lifted, along with further 
examination of the ring beam highlighting its poor condition and need for 
replacement.  Embedded asbestos was also found with the beam adding time 
and cost to the replacement work.

22. It is recommended that this additional spend be funded from the New Homes 
Bonus.



Eastleigh Borough Council

Risk Assessment

23. 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.  This is enhanced during 
times of such uncertainty so 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.

Equality and Diversity Implications

24. The Equality Act is not relevant to the decision in this report as the decision 
does not relate to eliminating discrimination, advancing equality of opportunity, 
or fostering good relations between different people.  An Equality Impact 
Assessment has not been carried out.

25. Climate Change and Environmental Implications

There is no direct impact, positive or negative, to climate change or the 
environment.  However, a balanced and sustainable Revenue Budget and 
MTFP enable delivery of the Council’s strategic objectives of which include 
supporting the Climate Change Programme.

Conclusion

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

 Based on the current projections over the life of the plan the Council’s 
financial position remains healthy.

 There are an increased number of uncertainties now due to the impact 
of Covid-19 but these will remain under constant review.

 Continuing to make provisions for future risks is more important than 
ever and will remain an essential part of the ongoing projections.

ANDY SMITH
FINANCE LEAD SPECIALIST (DEPUTY CHIEF FINANCIAL OFFICER)

Date: 30 June 2020
Contact Officer: Andy Smith 
e-mail: andy.smith@eastleigh.gov.uk
Appendices Attached: 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 
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extent in the preparation of this report. This list does not include any published works 
or documents which would disclose exempt or confidential information.

* List Background Papers or state None.


