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Our Vision: To make Maldon District a better place to live, work and enjoy

REPORT of
DIRECTOR OF RESOURCES
to
FINANCE AND CORPORATE SERVICES COMMITTEE
25 SEPTEMBER 2018

MEDIUM TERM FINANCIAL STRATEGY UPDATE

1. PURPOSE OF THE REPORT

1.1 This report is for Members to receive an update on the Medium Term Financial 
Strategy (MTFS) and approve the principles to be adopted for 2019 / 20 budget 
setting process.

1.2 The MTFS approved by the Council on 8 February, reported that £1.5m of savings 
were required to close the budget gap over a three-year period.  In order to meet this 
gap the Authority are implementing the Council’s Future Model, as well as looking 
for strategic and commercial opportunities to generate additional income.

2. RECOMMENDATIONS

The Committee is asked to review and comment on the content of this report and to 
approve the principles to be adopted for the 2019 / 20 budget setting process as 
detailed below:

 The budget process will be carried out on a business as usual basis, with 
updates being made for the future model, as and when they are confirmed.

 No additional budget growth (including one-offs growths) will be added save 
for exceptional circumstances;

 The principle of zero based budgeting will apply for the 2019 / 20 budgets 
onwards; 

 The Council is to improve income generated through fees and charges 
following a review of the existing fees and charges policy;

 Review the Policy on Reserves and Balances to ensure that it supports the 
delivery of the corporate priorities;

 Capital funding will only be allocated if essential, value for money is 
demonstrated and the project is fully deliverable;

 All support service budgets will be centralised (i.e. legal), and,

 Key projects will be progressed for the commercialisation agenda through the 
Full Council Transformation.
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3. SUMMARY OF KEY ISSUES

3.1 A review of the Medium Term Financial Strategy (MTFS) has taken place following 
the release of the consultation of the Local Government Finance Settlement for 2019 / 
20.  It is now estimated that savings of £2.0m will be required to close the budget gap 
to the end of the period 2022 / 23.  

3.2 The consultation has indicated that a review of the arrangements for negative Revenue 
Support Grant (RSG) has taken place, and that this will be eliminated for 2019 / 20.  
£330,000 has therefore been removed from the MTFS for 2019 / 20, but does not 
impact the overall savings target as it is a one off payment.  

3.3 The Corporate Leadership Team (CLT) are currently working with IGNITE to deliver 
the Council’s Future Model.  This is anticipated to deliver £1.489m of savings.  The 
finance team, have commenced a zero-based budget with no growth items and will be 
scrutinising the current year’s budget for underspends to inform this.  Figures for 
Council Tax and Business Rates will be reviewed in December when estimates for the 
next financial year are produced for Government.  

3.4 The table below shows the budget forecast for the period ending 31 March 2023:

2019/20 2020/21 2021/22 2022/23 Total
£000 £000 £000 £000 Savings

Baseline net expenditure 6,787 6,572 7,680 6,736 Required
Impact of Forward Pension Deficit Funding 0 1,722 -1,119 0
Temporary Posts ending 0 0 0 0
Other Cost Pressures -193 91 -22 0
Staff Inflation 155 73 80 81
Inflation provision 150 133 138 142
Change in level of specific grants 6 25 0 0
Projected (net) movement in income from fees and charges -13 85 44 0
Projected movement in misc income 33 33 0 0
Change in level of investment income 52 25 5 0
New Homes Bonus Fluctuation in Annual Payment 61 163 252 0
Contribution to/(Use) of General Fund balances 0 0 0 0
Contribution to/(Use) of Earmarked Reserves 603 -1,119 0 0
Projected net expenditure to be funded 7,642 7,803 7,057 6,959
Additional efficiency/income/saving required -466 -1,242 -322 -17 -2,047 

Council Future Model Savings -475 -723 -291 0

Net efficiency/income/saving required 9 -519 -31 -17 -558 

Medium Term Financial Strategy

3.5 Principles of the 2019 / 20 budget setting process

3.5.1 Key changes

3.5.1.1 The key financial changes impacting on the budget gap are summarised below:

 Natural Growth – As the MTFS moves on a year, additional costs are required 
for staff and contract inflation.  For 2020 / 21, the additional budgetary 
requirement for inflation is £223,000.
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 Council Tax Sharing Agreement reduction – Under the existing Local Council 
Tax Sharing Agreement, Local Authorities receive 16p for every additional £1 
collected on behalf of the major precepting authorities; above a predetermined 
baseline.  The current contract expires in 2018 / 19 and the precepting bodies 
are looking to end this arrangement in its current form.  Currently a reduction 
of 2p a year is included to reduce the expected income to 12p/£1 over the next 
2 years.  This equates to an overall reduction of £86,000.

 District Election – 2019 / 20 is the year of the next District Election, so budget 
growth of £75,000 has been included in the MTFS to provide this service.

 Future Model IT costs – The Council’s Future Model requires new IT which 
brings additional revenue requirements of £170,000.  These have been 
included in the MTFS from 2020/21.

3.5.2 Collection Fund

3.5.2.1 The Collection Fund is an account that is administered by the Council for recording 
receipts from Council tax and business rates and payments to the General Fund and 
other public authorities, including Central Government.

3.5.2.2 At the end of 2017 / 18, the Council’s portion of Collection Fund was in a surplus 
position, for the 2018 / 19 budget setting process; it would seem prudent to estimate a 
collection fund surplus in the region of £100,000 for 2019 / 20.

3.5.2.3 The General Fund receives 100% of the business rates collected relating to Renewable 
Energy sites.  The budgeted income approved in February 2018 was £704,000, which 
includes a £50,000 contingency reduction for the in-year impact of successful appeals.

3.5.2.4 On 7 September, notification was received of a successful appeal dating back to 2013, 
relating to one of these sites.  This has resulted in a £286,000 backdated refund that 
will be met from the authority’s Business Rates Equalisation Reserve.  At present, the 
change to Rateable Value (RV) is only applicable to the 2010 listing, and therefore 
there is no impact on the MTFS.  However, clarification is being sought from the 
Valuation Office as to whether the 2017 ratings list will be reviewed and whether 
there will be any impact on the historic RVs of the other renewable energy sites in the 
District.  The MTFS will be reviewed and updated considering any additional 
information received.

3.5.3 Tax base

3.5.3.1 The District is anticipating a relatively high level of growth in housing numbers; the 
MTFS has been modelled based on an anticipated trajectory of these properties 
coming on line, an average of 326 properties per year over the four-year period, and 
will be reviewed when the Tax Base is set in Quarter two. 

3.5.4 Investment Income

3.5.4.1 Investment Income is a key income stream for the Council.  On 2 August, interest 
rates were increased for the second time in a 12-month period to 0.75%, however, this 
will not significantly impact on investment income as there are minimal balances in 
variable rate investments. 
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3.5.5 Zero Based Budget and Zero Growth Budget

3.5.5.1 The 2019 / 20 budget will be built using the zero-base method.  Under this method all 
expenses must be justified for each new period and there will be no roll forward of 
previous budgets.  There will be no growth items introduced for the 2019 / 20 revenue 
budget unless a statutory requirement.

3.5.6 National Living Wage 

3.5.6.1 The Council has previously been committed to paying the National living wage 
Foundation rates.  This is payable on a voluntary basis and it is currently £8.75 per 
hour; the figure for the following year is released in the first week in November.  

3.5.6.2 For those employees where their hourly pay falls below this measure, a monthly 
supplement is added to their pay to bring it in line with the living wage amount.  The 
annual cost of the supplementary payments is around £3,000.

3.5.7 Public Sector Pay 

3.5.7.1 On 30 January 2018, the Finance and Corporate Services agreed a two year pay award 
of 2% for Officers and Directors, in line with national recommendations.  This has 
been included in the MTFS for 2018 / 19 and 2019 / 20 and reverts to 1% for 2020 
onwards.

3.5.8 Council Tax

3.5.8.1 The Council’s average band D council tax increases have been below the rate of 
inflation for the past five years.  The current consultation for the 2019 / 20 finance 
settlement indicates that government is expected to hold the Council Tax referendum 
threshold as per previous years.  For the purpose of the MTFS, the Council’s average 
council tax is assumed to be increased by 1.95% per annum throughout 2019 / 20 – 
2021 / 22.

3.5.9 Inflation

3.5.9.1 The following table shows the Consumer Price Index (CPI) and Retail Price Index 
(RPI) actual and forecast levels that have been included within the MTFS.  These are 
taken from the Office of Budget Responsibility’s March 2018 Economic and Fiscal 
Outlook:

CPI RPI
2018 / 19 2.2% 3.4%
2019 / 20 1.8 % 3.0%
2020 / 21 2.0 % 2.9%
2021 / 22 2.0% 2.9%

3.5.10 Reserves and Balances

3.5.10.1 It is anticipated that the Authorities reserve balances will be used in 2018 / 19 – 21 
to finance the Transformation Programme.  The Cost of the project reported to the 
Council on 9 August is £3.3m.  
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4. CONCLUSION

4.1 The Council’s budget setting process integrates service and financial planning into a 
single process and aims to ensure that resource allocation both reflects corporate 
priorities and is affordable.

5. IMPACT ON CORPORATE GOALS

5.1 The Strategic and Financial Planning process contributes towards our Corporate Goal 
“Delivering good quality, cost effective and valuable services”.  

6. IMPLICATIONS

(i) Impact on Customers – Consultations will be undertaken to listen to the 
views of customers and the community with the aim of responding to their 
needs where possible.

(ii) Impact on Equalities – Due regard to equality impact will be taken when 
making decisions arising from the 2018 / 19 budget setting process.

(iii) Impact on Risk – The implementation of the budget setting process is 
designed to minimise the risk of not having a robust Medium Term Financial 
Strategy. 

(iv) Impact on Resources (financial) – The process provides a framework for 
allocating resources.

(v) Impact on Resources (human) – None arising from this report.

(vi) Impact on the Environment – None.

Background Papers: None.

Enquiries to: Emma Foy, Director of Resources, (Tel: 01621 875762).


