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INTRODUCTION

The Medium Term Financial Strategy (MTFS) sets the strategic financial direction for
the Council and is regularly updated as it evolves and develops throughout the year to
form the framework for the Council’s financial planning. As is the first year of the
incoming Section 151 Officer, continuity was viewed as more important and the
assumptions are not materially different to last year’s report bar minor changes due to
improved data.

To ensure Members have a sound basis for planning and decision making, the MTFS in
the future will be reviewed and updated at key points in the year these are:

e Midyear — as a series of principles and as a framework for initial detailed budget
discussions for the forthcoming financial year;

e December/lanuary — an update to include additional information received at a
national level and corporate issues identified through service planning, and the
detailed budget build; and

e February — with the final Budget for the new financial year.

The purpose of the MTFS is to set out the key financial management principles, budget
assumptions and service issues. It is then used as the framework for the detailed budget
setting process to ensure that resources are managed effectively and are able to deliver
the aspirations of the Council as set out in the Corporate Plan, over the medium term.

The vision of the Eastbourne Corporate Plan is to “put value for money and the needs of
our residents at the heart of all we do whilst supporting the town and its businesses to
thrive.”

The key underlying principles of the MTFS are:

e securing a balanced budget and setting modest increases in Council tax when
appropriate; and

e delivering service efficiencies and generating additional income where there are
opportunities to do so.

e ensuring that the council maintains sufficient reserves and contingencies to be
resilient to manage the increased level of risks associated with a more commercial
agenda.

In setting annual budgets the Council has a policy of meeting its ongoing budget
requirement from ongoing resources in each year. The policy applies to the cycle of the
MTFS, as it is reasonable to use reserves to smooth out the budget requirement as
savings accrue over the cycle. By using reserves in this manner it means that reserves
over the minimum level are available for one off investments in services decided via the
service and financial planning process.

The Council, as a registered social landlord is obliged to run a Housing Revenue Account
(HRA) that is statutorily ring-fenced from its general fund. A 30 year rolling business plan
has been adopted for the HRA. The Council is working in partnership with Lewes to
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deliver efficiency savings in partnership using shared services. All savings accruing to the
HRA are reinvested in housing services.

As with all Councils, the effect of inflation is felt on gross expenditure, whilst any
increase in council tax or grant is based on a net position. This “gearing effect” means
that there is a natural gap of at least £300k per annum that needs to be met from
efficiencies (approximately 2-3% of net spend) if services are to be protected. This is on
top of the Government reductions. Given the current reduction in grant and the
inability to raise council tax in real terms due to capping criteria, the Council has to look
to longer term measures to maintain sustainable finances. Therefore, it is looking to a
combination of at the very least self-financing investments to locally regenerate the
area and commercialising existing services.

Part of the process of delivering a robust MTFS to enable the Council to manage its
affairs soundly, is to have regard to both external and internal risks, and to identify
actions to mitigate those risks. A MTFS risk analysis together with mitigating actions is
provided in Appendix B1.

ECONOMIC PICTURE & PUBLIC FINANCES

The national economic background affects the costs the Council incurs, the funding it
receives, and contributes to the demand for services as residents are affected by
economic circumstances. The inflation rate impacts on the cost of services the Council
procures, as the Council delivers much of its service provision through contractual
arrangements where inflationary pressures have to be negotiated and managed.
Specific contractual inflation has been incorporated into the Council’s financial position,
where appropriate, based on the actual contractual indices.

The wider economic picture is challenging for local government. The Chancellor’s
budget delivered on 29t October was not regarded by the Institute for Fiscal Studies as
a ‘bonanza’, with its director, Paul Johnson, stating that “many public services are going
to feel squeezed for some time.” Even upper tier authorities see £650m additional social
care monies as not covering the planned cuts for 2019/20.

Gross Domestic Product (GDP)

Growth is estimated to be weak for the new future at 1.6% for 2019 after an estimated
1.3% in 2018. Therefore, with Brexit on the horizon, currently anticipated to take place
on March 29t 2019, it is unlikely that the Council will see an improvement in its funding
from central government, particularly as there is still one year to go on its current 4-year
financial settlement. The only possible exception is if the Chancellor is required to
release his fiscal power to prevent a major recession. Second tier councils are also likely
to be lower down the priorities of any government with the NHS, tax cuts and highways
utilising the majority of additional incoming public resources (tax growth).

Consumer Price Index (CPI)

Inflation as measured by CPI, was 2.4% for September 2018, down from 2.7% in August.
The Bank of England latest forecast (as at November 2018 is set out below. The BoE
target rate for inflation is 2%.
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Bank Interest Rate

Interest rates are at 0.75% and it is not anticipated that they would rise prior to Brexit
on March 29th. However, it is widely assumed that the gradual projection is upwards.
Interest rates on short-term debt in the local government market are now around 0.7-
0.9% for 6 months to 1-year debt. It was widely assumed until recently that interest
rate increases would be limited to 0.5% per year. However, it is important to note that
the Bank of England has referred to the new natural interest rate level as being between
2% and 3%. The following chart summarises the above assumptions:
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* 2010/11 to 2016/17 based on ONS Data. 2017/18 and forecasts based on Office for Budgetary Responsibility data. It is
important to note that 2018/19 to 2020/21 are forecasts and should be treated as such. Interest rate projects are
assumed to be 0.5% per year as the Governor originally suggested would be likely. Impact of Brexit is unknown.

Public Sector Pay

From April the National Living Wage will rise again, by 4.9%, from £7.83 to £8.21. This
demonstrates that while pay is going up at 2% for those on NJPC scales and 2% for those
on the Chief Officer pay rates, that at the bottom there will be a bigger impact, more
significantly affecting the bottom line of the council.

CORE FUNDING

The 2016/17 Settlement offered councils a four-year settlement, giving greater certainty
of funding until the end of the spending period (2019/20). The 2019 Spending Review
will confirm overall local government resourcing from 2020/21, and the Government is
working towards significant reform in the local government finance system in 2020/21.
This includes an update to the baseline funding levels and resetting business rates
baseline.

Revenue Support Grant (RSG)

RSG has been substantially reduced in recent years and will be zero in 2019/20. The
funding settlement for Eastbourne has become tougher over the years, as the central
government grants are now limited to cover the cost of housing benefit and one-off
matters of Government interest. Negative RSG, which occurs when the Council pays the
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government a central government grant rather than the other way around, has been
eliminated recently but in practice this means that Government will reduce Councils’
business rate entitlement instead of asking Eastbourne to give it an RSG payment.

In the long run, despite cuts now going back almost a decade, there is no end in sight to
austerity for local government, even if it ends in the rest of the public sector. Even
county councils, which have received some limited extra social care funding, expect to
continue to need to go beyond efficiency measures. Ultimately, uncertainty, limited
funding for social care and the scale of the reduction of government funding has put
county council finances in a difficult position. Eastbourne Council cannot avoid the
fallout from such a situation as services that deal with vulnerable residents are already
facing greater pressures, such as Housing.

Income in £'000s

Income (not including Housing Benefit Subsidy)

40,000
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30,000
25,000 M Core Funding (NNDR,
RSG et al)
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15,000 B Council Tax
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2010/11 2014/15 2018/19 2022/23

The Chart above shows the change in the income profile with a high level estimate for
2022/23 based on existing trends, subject to the caveat that central government has the
right to significantly reduce our funding further and faster. However, the overall trend
is clear that Core Funding (NNDR +RSG) is declining while income from fees, charges and
commercial income is growing as a percentage of total funding and in real terms.

On 24 July 2018 the Ministry of Housing, Communities & Local Government (MHCLG)
issued a technical consultation on the 2019/20 Local Government Finance Settlement.
The consultation closed on 18 September 2018. The document set out the
Government’s proposed approach to the 2019/20 Settlement and outlined the
following:

e The fourth year of the multi-year settlement
e The Government’s position on the New Homes Bonus threshold
e The Government’s proposal for Council Tax referendum principles for 2019/20

e The Government’s proposal for dealing with the issue of ‘Negative Revenue Support
Grant’

In April 2018 the former Secretary of State commissioned a review of the MHCLG
oversight of the business rates system. On 24 October 2018 the report of an
independent review of the governance and processes of the system was published. The
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terms of reference for the review were set out under five themes: complexity;
governance and management; capacity and capability; openness; and culture. In
general, the review found that MHCLG and local authorities have managed the growing
complexity of the system well, however noted that the Department’s processes can be
strengthened to ensure future challenges can be managed effectively.

In addition to focus on the MHCLG’s own processes, the report also considered the
overall approach to annual decisions on the local government finance system. The
report recommended that the Provision Settlement should be released around 5
December and the Final Settlement no later than the 5 January. Having a clear
settlement timetable in place will help ensure that local authorities can take a more
planned approach. In light of this recommendation, the MHCLG has announced that it
will aim to publish the Provisional Settlement for 2019/20 on 6 December 2018.

Business Rate Pool

This year, the Council re-entered into the existing pooled arrangement across East
Sussex to retain the benefits of growth locally. It is anticipated that this will generate
£200k of additional resources. Due to a change in government policy, the new pilot
arrangements will in the future only keep 75% of the share in growth, whereas
previously Central Government had a clear intent to achieve 100% localised funding as
quick as possible.

75% Business Rate Pilot

In July of this year, The Government invited local authorities in England to apply for a
75% business rate retention pilot scheme for 2019/20. Eastbourne District Council
jointly with its East Sussex Business Rate pooling partners submitted their bid to
become BR Pilot on 25 September. The successful bids are expected to be announced
prior or at the time of the provisional local government financial settlement in early
December. Based on the work undertaken by LG Futures, the Council could see
additional retained income of about £200k.

Business Rate

Nationally, business rate is expected to grow by inflation but many internet-based
businesses are able to avoid the tax impact and there are national concerns that this has
on the high street. However, whilst the new settlement is under review, all early
indications are projecting a reduction in the business rate allocation to the lower tier
authorities approach 10% per annum. This is to allow redistribution of the resources to
higher priority services and economically disadvantageous authorities. This will lead to
the Council becoming ever more reliant on council tax, fees and charges and
commercial income sources.

National Non-Domestic Rates 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24
Retained Business Rates (3,388) (4,394) (3,905) (3,515) (3,164) (2,848)
Business Rates Pool (266) (200) 0 0 0 0
Previous Assumptions (3,654) (4,594) (3,905) (3,978) (3,978) (3,978)
Difference 0 0 0 (463) (814) | (1,130)




3.11 This could be as high as £460k per annum, creating an additional pressure to the
authority. As can be seen the assumptions were of growth after years of reductions.
Another matter of interest is that the Government offered £1.5bn of reductions to
business rates to smaller businesses, during the Budget, which it will fund back to
authorities via section 31 grants.

Fair Funding

3.12  The Fair Funding review will affect how funding is allocated and redistributed between
local authorities from 2020. How this will be done is the subject of further consultation
between now and mid-2019. The Government is continuing to work with the Local
Government Association (LGA) and local authority representatives to develop the new
system. Indicative numbers for funding allocations to individual councils are expected to
be available by spring-summer 2019, and the review is to be implemented in April 2020
via the Local Government Finance Settlement process.

Council Tax

3.13 The Chart below demonstrates the change in Council Tax over the years. A provisional
estimate of our preceptors demonstrates how Eastbourne has always kept a lower
council tax than them. The 2019/20 position is estimated based on past years and
subject to council and preceptor decisions but the current model presently assumes
1.99% in Council Tax Growth and that existing preceptor demand follows existing
patterns. From 2020/21 onwards, it will only be assumed that there is 0.3% growth in
the Council Tax base to recognise the constrained land of Eastbourne.

Year 2015/16 2016/17 2017/18 2018/19 2019/20

Band D EBC 224.19 228.51 232.92 239.67 244.44

Other 1,382.91 1,487.53 1,556.67 1,650.02 1,750.18
1,607.10 1,716.04 1,789.59 1,889.69 1,994.62
Growth EBC 1.93% 1.93% 2.90% 1.99%
Other 7.57% 4.65% 6.00% 6.07%
Ratio EBC 13.95% 13.32% 13.02% 12.68% 12.25%
Other 86.05% 86.68% 86.98% 87.32% 87.75%
100.00% 100.00% 100.00% 100.00% 100.00%
Band D Equivalents 32,558.90 33,606.10 33,923.70 34,354.40 34,939.10
Precepts  EBC 7,299,380 7,679,330 7,901,500 8,233,719 8,540,140
Other 45,026,028 49,990,082 52,807,923 56,685,447 61,149,573
52,325,408 57,669,412 60,709,423 64,919,166 69,690,087
New Homes Bonus (NHB)
3.14  Following the reduction from 6 years to 4 years of allocation, New Homes Bonus

allocation is expected to drop significantly again. This is because Councils are now
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required to achieve a net baseline growth of 0.4% or 178 in current Band D equivalent
homes before they can receive any NHB income. It is important to note that this is not
the same as new Council Tax properties as these are subject to discounts, exemptions,
reliefs and more.

Year 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
Net New 140 140 140 140 140 140
Properties
Affordable 54 54 54 54 54 54
Properties
Amount £339k £187k £102k £60k £60k £60k

Self-sufficiency and resilience are key concepts to the path for all southern district
councils but particularly for Eastbourne with its desire to regenerate and transform its
local economy.

RESOURCES AVAILABLE TO EASTBOURNE & LOCAL CHALLENGES

As can be seen in the above Chart of Income (Section 2), Eastbourne has moved closer
to becoming more reliant on internally generated resources and local taxation. This has
a positive benefit in that the council is more locally focussed and respond directly to
local needs. However, it also means that it is more exposed if there is a downturn in the
local economy. This necessitates the need to have healthy reserves and a strong
balance sheet.

The Council has successfully delivered on the Joint Transformation Plan and will
inevitably generate further efficiencies. However, these will form only a smaller part of
the future savings than new or additional income growth, as efficiencies have their
limits. This necessitates a more structured approach to understanding our fees and
charges and identifying areas where income can be most easily grown.

It is important to recognise that such income sources can take time to fully realise.
Large projects will not necessarily deliver in their entirety from year 1, as there is
inevitably a lead-in time and therefore prudently, the Council is careful not to rely overly
on any single project. More importantly, Eastbourne cannot rely too heavily on
immediate savings as most income growth going forward will be slower to ramp up and
the Council will need to programme in the potential for some delays. Once again the
need for significant reserves becomes clear.

Councils face a challenging time with a high degree of uncertainty as it will not be till
July at the earliest that local government will know the next 4 years’ allocation of
retained business rate income. Eastbourne also has a significant level of deprivation
and tackles this inevitably reduces the resources available to invest, particularly in
relation to homelessness and requires the Council to maintain higher buffers to manage
this risk.

Housing Revenue Account (HRA)

The scrapping of the HRA borrowing cap will give Eastbourne flexibility and the
opportunity to borrow in a more efficient fashion. The Government is also consulting
on relaxing its RtB formulae, to encourage shared ownership products and to allow us to
use up to 50% of RtB funding on affordable housing, rather than the current 30%. The
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Council will ensure that it finances capital activities in the most efficient way possible to
minimize unnecessary borrowing.

Capital Investment

The Capital Investment Programme also has an effect on the Councils revenue finances
as any investments that cannot be met from grants, contributions, capital receipts or
revenue funding need to be met from borrowing. This has to be repaid with interest
from revenue and/or capital receipts over time. The General Fund policy is to use
borrowing only on a business case basis.

Any such borrowing is fully financed by way of interest charges and the Minimum
Revenue Provision (MRP) which is the capital repayment. As new schemes that require
borrowing are approved, the Council has to make provision for repayment via the
capital financing budget. In order to keep this sustainable a stability mechanism that
pools the following budgets is maintained.

e |nterest earned
e |Interest payable on debt
e Minimum Revenue Provision

e Revenue contributions to the capital programme (to balance)

It is up to Councils to set their own MRP and balances of Capital Receipts and
Contributions can be offset to reduce this liability in the short term, although this only
provides for short-term relief against the cost of capital. Any budget surplus from
interest and MRP is recycled into the capital programme by way of a transfer to the
“capital programme reserve”. This system creates a stabiliser mechanism between
interrelated budgets.

Capital investment can be used as “invest to save” therefore borrowing is an important
tool in the overall financial strategy where savings on schemes exceed the cost of
capital. More recently it has been necessary to look for investments that have a yield
over and above the borrowing costs to make a net contribution to the general fund. The
Council has also taken advantage of schemes that give a return by providing a guarantee
to a third party rather than incurring debt, contingent liabilities and corresponding
assets are shown on the Council’s balance sheet to reflect this.

The Capital Programme has a significant focus on return on investment, and the
borough’s focus on commercial opportunities must be understood through the lens of
economic development and regeneration. Eastbourne is aware of CIPFA’s position that
it should not borrow for commercial investment purposes and that is why its investment
focus is on locally beneficial investments.

Eastbourne is reviewing its capital programme to ensure that not only do the
investments cover the financing costs but that they also contribute to the revenue
position. This could be through local regeneration, increasing business rates, and
reducing the net cost of services (either through income generation or reduction in the
operating costs).



Capital Programme 2018/19 2019/20 2020/21 2021/22
£'000s £'000s £'000s £'000s
HRA 7,022 4,344 4,399 -
Community Services 7,957 1,530 300 -
Tourism & Leisure 14,175 15,300 15,165 -
Corporate & Core Services 34,349 18,725 11,580 2,500
Asset Management 31,428 3,494 821 -
Pier Grant & Coastal Communities Grant 1,696 - - -
Total Programme 96,627 43,393 32,265 2,500
Financed By:-
Capital receipts 2,209 2,168 - -
Capital Grants & Contributions 3,401 8,253 300 -
Capital reserves 5,437 4,371 4,399 -
Revenue 58 491 - -
Total Financing excluding borrowing 11,105 15,283 4,699 -
Borrowing Needed 85,522 28,110 27,566 2,500
Total Financing 96,627 43,393 32,265 2,500

4.12  Eastbourne is a net borrower and has been successful at borrowing long-term at very

low rates. Going forward those rates are unlikely to be so favourable, as the UK appears
to be on a gradual path to normalisation, subject the standard caveat of Brexit. The
Council will need to borrow over £100m to meet the requirements of its Capital
programme but the timing of this relates to capital delivery and interest rate
predictions. The timing of Brexit and whether to borrow ahead of need to ensure a
favourable rate bears heavily on the borrowing decision.

account of internal borrowing.

It also needs to take into
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4.13  For 2019/20, the Council will be producing a capital investment strategy for the budget
to comply with new statutory regulations. Therefore, it is not intended that the MTFS

should cover Eastbourne’s approach to capital investment in excessive detail.




5 REVENUE STRATEGY — EFFICIENCIES

5.1 Eastbourne and Lewes Councils’ shared Joint Transformation Plan has delivered £2.8m
savings and is anticipated to deliver a further £0.4m in 2019/20. By sharing services and
business process re-engineering the way it operates, it has been successful in
transforming its services. This places a heavy reliance on systems and careful
implementation and re-training of existing employees.

5.2 The Council will continue on this path of transformation of core services but ultimately
the organisation cannot produce enough savings by this process alone and so it will also
need to find new ways to generate income, as discussed above.

5.3 The priority in the immediate term is to produce a robust budget with confidence in the
key assumptions.

6 REVENUE STRATEGY — INCOME GROWTH

6.1 The Council has assumed income inflation each year and £269k of new income sources
in 2019/20.

6.2 Eastbourne is increasingly taking a more commercial approach to generating new
income in the Borough, including property and housing development opportunities.
Over the next 5 years, the council will examine the opportunities and the case for
commercialising more services where possible and examining instances where the cost
of operations needs to be recovered.

7 SENSITIVITY ANALYSIS

Risks Cost | Impact Likelihood | Detail and Possible Mitigations

0.25% change £100m £0.25m | High The Council could look to borrow earlier than

in interest rates when it needs it — up to 2 years in the future.

on our existing The main lesson is that projects must cover

capital borrowing costs unless the Council increases

programme its savings target.

1% change in £10m £0.1m | Low All services would need to cover pay inflation

pay locally by holding vacancies.

1% change in £10m £0.1m | Medium Current inflation and Brexit means there is a

average price significant likelihood of above average rises.

inflation However, the main contracts that are funded
are only worth £3m so a £30k impact is
possibly more likely.

1% change in flm £0.1m | Low It is expected that Eastbourne will continue to

pensions see its lump sum increase by £50k per year to
clear the existing deficits but this is already
included in our assumptions

9% Reduction £4.6m £0.4-0.5m | High This reduction has already been modelled as

in retained annually the 9% reduction in reduced core funding

NNDR (NNDR+RSG) was the original approach of the
Coalition Government. Any over-provision
could offset other costs in future years. Known
for 2020/21
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The Council’s General Fund unallocated reserves would cover the realisation of these
risks for three years. This indicates why the MTFS always needs to be prudent and why
reserves are a key part of the Council’s risk strategy.

RESERVES

As can be seen below the Council has significant reserves. However, the majority of
these reserves are related to the Housing Revenue Account or are earmarked for
specific purposes. This means that in practice, the reserves available to cover one-off
needs or unexpected overspends is more limited.

Known Forecast

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

General Fund (Working Capital &

Emergency Funds) (3,283) (2,660) (3,040) (3,631) (4,119) (2,525)
Capital & Regeneration (3,190) (3,115) (1,838) (1,738) (432) (432)
Devonshire Park Reserve (1,000) (960) (1,488) (1,613) (874) (874)
Earmarked/Grant Reserves (1,878) (1,881) (1,972) (1,979) (1,979) (1,979)
Total General Fund (9,351)  (8,616) (8,338)  (8,961)  (7,404)  (5,810)
HRA (5,910)  (7,900) (9,449)  (9,499)  (9,549)  (9,599)
Total (15,261) (16,516) (17,787) (18,460) (16,953) (15,409)
8.2 It is up to the Section 151 officer to set the appropriate level of reserves that they

believe the authority should maintain. Currently, £2m or approximately 15% of the net
general expenditure budget is considered to be within the range that is deemed
appropriate. Further work will be undertaken to maximize on opportunities to create
additional financial resilience to protect the Council against any new and additional risks
which it may face.



5-YEAR MEDIUM TERM FINANCIAL PLAN PROJECTIONS

Adjusted Base Budget

Pay and Price Inflation
Pay Award & Increments
National Living Wage
Inflation on Contracts
Capital Financing
Recurring Growth

External Funding

RSG

Retained Business Rates
Business Rates Pool

Other Government Grants
New Homes Bonus

Total External Funding

Council Tax
Council Tax Growth
Council Tax Surplus

Total Sources of Funding
Gap if no further action was taken

Inflation on Income

Non-recurring growth

JTP - Shared Transformation
Service Efficiencies

VAT Exemption - Cultural Services
Devonshire Park

Procurement Savings - Art

NNDR Deficit

Property Management Cost Review
Contribution from HRA towards JTP
Commercial Income

Devonshire Park Reserve

Balance to/from Reserves
Cumulative Gap/ (Surplus)

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24
£000s  £000s  £000s £000s £000s  £'000s
13,509 13,986 13,858 14,455 15,535
300 300 300 300 300
30 30 30 30 30
20 0 0 0 0
250 250 250 250 250
300 400 500 500 500
407 22 17
14,608 14,816 14,988 14,955 15535 16,615
(445) 0 0 0 0 0
(3,388)  (4,394) (3,955) (3,560)  (3,204)  (2,884)
(266) (200) 0 0 0 0
(195) (147) (147) (147) (147) (147)
(339) (187) (102) (60) (60) (60)
(4,633)  (4,928) (4,204) (3,767) (3,411) (3,091)
(8,234)  (8,234) (8,626) (8,910) (9,203)  (9,506)
(392) (284) (293) (303) (313)
(179) (152) 0 0 0 0
(13,046) (13,706) (13,114) (12,970) (12,917) (12,910)
1,562 1,110 1,874 1,985 2,618 3,705
(180) (130) (100)
538 25 25
(200) (100)
(350) (200) (200)
(250)
739 575 149
(50)
(200)
(250)
(100) (200) (200)
(739) (575) (149)
(1,562) (568)
0 0 769 2,279 TBC TBC
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APPENDIX B1
PRIORITIES, AIMS AND OBJECTIVES

The Eastbourne Business Plan provides the overarching vision for the Council. In
fulfilment of the Plan, the Authority makes use of significant resources to achieve its
aims including money, people, property and technology. In order to allocate resources
to competing demands, achieve effective and efficient use of its resources, best value
and ultimately achieve its vision, the Council has several strategies and plans which give
a clear sense of direction and underpin the deployment of those resources.

STRATEGY OBIJECTIVES

The Council’s MTFS aims to ensure the provision of the best quality services possible
within the resources available. To do so it must maximise the use of its resources to
ensure they are used efficiently and effectively to support the development of longer
term sustainable objectives.

The specific objectives of the MTFS are to:

a) ensure that the Council sets a balanced, sustainable budget year by year, so that
forecast spending does not exceed forecast resources available to it;

b) plan for a level of Council Tax that the Council, its residents and Government see as
necessary, acceptable and affordable to ensure that it has the financial capacity to
deliver the Council’s policies and objectives;

c) redirect resources over time to adequately support and resource the priorities of the
both the Council and the wider community; and

d) maintain sufficient reserves and balances to ensure that the Council’s long term
financial health remains sound.

STRATEGY PRINCIPLES

The principles set out below provide a framework within which the Council will develop
its detailed financial plan over the medium term.

General

There are a number of overarching principles that will apply across the Council’s
detailed financial accounting, planning and monitoring:

a) that the Council's budgets, financial records and accounts will be prepared and
maintained in line with approved Accounting Standards, the CIPFA Code of Practice on
Local Government Accounting, the CIPFA Prudential Code and the relevant sections of
the Council's Constitution and Finance Procedure Rules;

b) prior to setting a budget, the Council will always analyse potential risks and ensure
these are minimised in line with its Risk Management Strategy;
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c) that the Council’s Corporate Management Team will review the budget proposals for
reasonableness and adherence to corporate policies and objectives prior to the budget
being submitted to Cabinet;

d) the Council will monitor its revenue and capital budgets effectively. Monitoring will
be undertaken monthly by Heads of Service together with their portfolio holders, and
integrated quarterly monitoring reports will be reported to Cabinet. In cases where
significant financial and service performance deviates from that planned, action plans
setting out corrective action will be drawn up by Heads of Service / Portfolio Holders
and reported to Cabinet as appropriate;

e) that the Council’s Corporate Management Team will take appropriate steps to
continue to maintain and improve the accuracy and quality of data that it uses
throughout the Council thereby ensuring that budget and other decisions are taken on a
sound basis; and

f) the Council will seek to maximise external contributions towards revenue and capital
spending for example through bidding for specific grants, attracting levered funding,
participating in new funding streams and engaging in further strategic partnering
opportunities where appropriate.

General Fund (Revenue)
In relation to its revenue budgets the Council will:

a) set a balanced budget each year that will be constructed to reflect its objectives,
priorities and commitments. In particular, the budget will influence and be influenced
by the Business Plan, the Organisational and Development Strategy, Capital and Asset
Management Strategies, the Risk Management Strategy, its Comprehensive Equality
Scheme and its Consultation and Engagement Strategies;

b) within the constraints of the resources available to it, set a sustainable budget each
year that meets on-going commitments from on-going resources. The Council will
continue to aim to maintain its level of general balances when it sets its revenue budget
each year now that a prudent level of balances has been achieved;

c) seek to identify annual efficiency savings through business process improvement,
shared service initiatives, service best value reviews and benchmarking and strategic
partnering opportunities within and across county borders;

d) review the appropriateness of service delivery between the Council, parishes and
other partners;

e) increase existing fees and charges on a market forces basis whilst having regard to
the Council’'s policies and objectives. As a minimum fees and charges should be
increased by price inflation. The Council will also review opportunities to introduce new
fees as appropriate; and

f) within Government guidelines, set a level of Council Tax that the Council, its residents
and Government see as necessary, acceptable and affordable to deliver the Council’s
policies and objectives.
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3.5

3.6

Capital
When considering its capital investment, the Council will:

a) maximise the generation of capital receipts and grants to support its planned
investment programmes;

b) enhance its capital investment by applying specific grants and contributions, capital
receipts, earmarked reserves and revenue contributions, with any balance being met by
external borrowing;

c) not recognise capital receipts until there is certainty that the receipt will materialise,
and will not be earmarked against specific developments without express Cabinet
approval;

d) allocate its capital resources in line with its Capital Strategy and Asset Management
Plan whilst recognising that other priorities may emerge that may require those plans to

be amended and resources to be diverted;

e) annually review and prioritise capital schemes in accordance with Council objectives
having regard to:

e the business case for any given project; asset management planning; and
e affordability in line with the application of the Prudential Code.

Balances and Reserves
In relation to its balances and earmarked reserves, the Council will:

e each year, maintain the level of General Fund balances at around 15% of its budgeted
net expenditure. This would lead the Council to maintain a General Fund balance
around the £2m mark.

e have regard to the financial risks surrounding the budget planning process, including
those associated with the structural deficit, inflationary pressures, interest rates,
partnerships, the treatment of savings, new burdens and demand led expenditure.

e review its earmarked reserves, which have been established to meet known or
predicted liabilities, to ensure that the level of those reserves are still appropriate;
and

e return reserve balances no longer required to the General Fund as appropriate.
Treasury Management and Investment

The Council will:

a) having regard to risk, maximise investment income and minimise borrowing costs
within the overall framework set out in the Council’s annual Treasury Management and

Investment Strategy; and

b) secure the stability of the Council’s longer term financial position rather than seeking
to make short-term one-off gains which may lead to higher costs in the long term.
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c) having regard to risk, seek to diversify its investment portfolio; maximise investment
income; and deliver economic development objectives through the Asset Investment
Strategy (in development).

OTHER CONSIDERATIONS
The Council’s spending will have regard to:

a) the base budget position for the current financial year, adjusted for in year grant
changes;

b) the Council’s medium term priorities;

c) the refocusing of service expenditure through transactional, shared services and
other efficiencies to support the achievement of its medium term priorities and satisfy
Government funding changes;

d) demographic and welfare changes;
e) consultation outcomes; and
f) fiscal matters including:

e price inflation

e the effect on the level of General Fund balances and reserves

e the impact of any changes to the capital programme on the potential costs of
borrowing

e triennial revaluation of the pension fund

e ongoing commitments, arising in part, from initiatives that have previously been
funded from specific grants

e achieving budgeted savings from outsourcing, shared services and service
reviews

e the likely implications of some Government departmental savings targets to
councils



RISKS LIKELIHOOD H | LIKELIHOOD H | MITIGATING ACTIONS
(HIGH), M | (HIGH), M
(MEDIUM), L )}(LOW) | (MEDIUM), L
)(LOW)

The absence of a robust Medium Term Financial L H Continually monitor and refine the strategy in line
Strategy could adversely affect the Council’s with changing influences. Update Corporate
budget and resource planning and projections. Management Team and Cabinet.
Failure to wunderstand changing community L H Continuously engage with key stakeholders and take
needs and customer expectations can result in advantage of existing consultation methodologies.
the Council providing levels of service which are Continue to monitor and more closely align service
not appropriately aligned to the needs of levels to demand and need.
communities and customers.
Government is continuously reducing its H H Take advantage of the Council’'s growth
departmental spending budget. Failure to opportunities to reduce dependency on government
respond to these funding pressures may funding. Align service delivery to funding levels,
adversely impact on the Council’s ability to improve exist strategy to minimise risk.
service delivery.
Budget pressures arising from housing and H H Take advantage of technological advancements to
economic growth and other demographic understand and reduce unit costs, monitor demand
changes. for services and proactively manage resourcing

requirements, invest in schemes to promote skills

and developments.
Uncertain  medium term sustainability of H H Constantly monitor information and update risk
incentivised income areas subject to Government appraisals and financial projections. Provide timely
policy, economic factors, and revaluation e.g. briefings and updates to Members/ key stakeholders
Brexit, business rates and New Homes Bonus. to facilitate decision making. Adopt prudent

budgeting approach not placing undue reliance on

uncertain funding sources.
Uncertainty surrounding the Government's H H Constantly monitor information from Government

change agenda including, business rates and
welfare reform over the medium term.

and update risk appraisals and financial projections.
Provide timely briefings and updates to Members/




key stakeholders to facilitate decision making. Lobby
through the LGA as appropriate.

Budget pressures from demand led services and
income variances reflecting the wider economy.

Monitor pressures throughout the budget process
and take timely actions.

Costs arising from the triennial review of the
Local Government Pension Scheme.

Review and monitor information from Government
and actuaries. Update forecasts as necessary.

Interest rate exposure on investments and
borrowing.

Review cash flows, ensuring the Council has a flexible
and forward looking Treasury management policy.

The Council has entered into a number of
strategic partnerships and contracts and s
therefore susceptible to price changes.

Effective negotiation, sound governance
arrangements and regular reviews of performance
and partnership risks.

There is a potential risk to the Council if there is a
financial failure of an external organisation,
providing services to the public on behalf of the
Council.

Ensure rigorous financial evaluations are carried out
at tender stage. Consideration of processes to ensure
annual review of the successful organisation, and
review any external auditor comments.

Loss of key skills, resources and expertise.

Continue to invest in staff developments, service
continuity measures. Monitor succession planning.
Keep staff consulted and informed. Ensure
employment terms and conditions are competitive
and development needs identified through 'My
Conversation' programme with staff are satisfied.

Changes of responsibility from Government can
adversely impact on service priorities and
objectives.

Sound system of service and financial planning in
place. Lobby as appropriate.

Loss of reputation if unforeseen resource
constraints result in  unplanned service
reductions.

Have in place strong governance and risk
management discipline followed by identification
and implementation of robust solutions in response
to changes. Consult widely. Seek to achieve a
prudent level of balances and reserves.




