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1.

PURPOSE

1.1.

The purpose of the Medium Term Financial Strategy (the Strategy) is to set
out the assumptions and projections for the council’s financial position
covering the years 2015/2016 to 2018/2019.It shows the approach the council
will take in order to deliver its services and priorities within its financial
constraints and in doing so how it will look to provide value for money.

2.

ECOMONIC CONTEXT

2.1.

The Strategy is written at a time when the global, national and local
economies have moved out of the recession which began in 2008 following
the ‘Credit Crunch’.

2.2.

This had a major impact on the district and on the council with the money in
people’s pockets being reduced and therefore their ability to spend within the
local economy including on services provided by the council has diminished.

2.3.

This has been seen in the reduction in income from property rents, car park
charges, planning and building control fees which in turn has affected the
council’s overall income to pay for the services provided.

2.4.

The national impact of the coalition government’s programme of austerity and
reducing the level of public sector spending and the national deficit is also felt
through reductions in government grants.

2.5.

The economy is now showing signs that growth is becoming sustainable once
more and the Office for Budget Responsibility includes a year on year
increase of around 2% in their forecasts.

2.6.

However the range of their forecasts is from -4.5% to +4.5% showing that
there is still uncertainty over growth.

2.7.

At the same time, the government is still intending to reduce the deficit by
reducing public sector expenditure, planning to break even in 2017/2018 and
into surplus the following year.

2.8.

This is an unusual position with public sector expenditure (PSE) reducing
whilst the economy grows meaning that PSE will fall from 23% of Gross
Domestic Product which is the measure of the economy to 14.2%.

2.9.

Inflation now appears to be generally under control, meeting the government’s
target of 2%.
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2.10. Interest rates still remain low with the Base Rate at 0.5% but as the housing
market begins to grow there will be pressure to raise these to keep this in
check.
2.11. The number of people in work continues to increase; evidence from the
council’s housing benefit case load indicates that this is not removing people
from benefits.
2.12. The strategy takes account of the economic factors, however whilst the
position is a national view, there are regional and local variations from this.

3. PRIORITIES
3.1.

The Council has reviewed its priorities for inclusion in the Corporate Plan for
2015/2016, the proposed priorities are:
Regeneration and Employment
Revitalising our District, town centres and neighbourhoods,
encouraging inward investment and creating a climate for job creation
and growth
Reducing Crime and Disorder
Making the District a safer place to live, work and visit by working with
partners to reduce crime and anti-social behaviour
Housing
Ensuring there is an adequate supply of good quality, well managed
housing which is accessible and affordable to those who need it
Protect the Environment
Delivering a Local Plan for the provision of housing, parks, green
spaces and commercial and retail development that ensures a high
quality, sustainable environment and promotes active lifestyles

4.

PROJECTED REVENUE POSITION

4.1.

Table 1 below sets out the projected deficits totalling £5.8million over the
period. The figures for 2014/2015 – 2017/2018 are based on the projections
included in the 2014/2015 revenue budget report approved on 22 nd January
2014.
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4.2.

The assumptions used in assessing the financial projections are given in
Appendices 1-3.

4.3.

These projections have been reviewed in light of the 2013/2014 out-turn
position and whilst this identified a surplus on the General Fund, this was
mainly due to one off savings or additional income which do not affect the
base budget.

4.4.

In respect of 2018/2019, this assumes that income sources from investment
interest, property rents and fees and charges continue to grow in line with
economic forecasts.

Table 1

2014/2015

2015/2016

2016/2017

2017/2018

2018/2019

Latest
Approved
Budget

Projected
Budget

Projected
Budget

Projected
Budget

Projected
Budget

£000

£000

£000

£000

£000

14,134

13,970

14,271

14,913

15,600

-5,756

-4,654

-4,300

-4,000

-3,600

Council Tax

-4,977

-4,977

-4,977

-4,977

-4,977

Council Tax Support

-1,000

-1,000

-1,000

-1,000

-1,000

-146

-146

-146

-146

-146

-59

-59

-59

-59

-59

Budget Base

Funded from:
Government Grant (see
Table 2)

Grant
Council Tax Freeze Grant
2012/2013
Council Tax Freeze Grant
2013/2014
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Council Tax Freeze Grant

-59

-59

0

0

0

Collection Fund Surplus

0

0

0

0

0

Balances, Reserves and

1,705

-400

0

0

0

-432

-123

-111

0

0

0

2,552

3,678

4,731

5,818

2014/2015

Provisions
New Homes Bonus (see
Table 2)

Deficit / (-) Surplus
Met from:
Reduced expenditure

2,900

Increased Income

1,940

Revenue reserves

550

350

78

5.

OVERALL STRATEGY TO MEET THE PROJECTED DEFICITS

5.1.

The Strategy aims to make use of all methods of identifying ways in which the
projected budget deficits can be met. In general this will be combination of:




5.2.

Reducing the council’s overall expenditure
Increasing income to support services
Using reserves and ‘one off’ funding to lessen the impact on services

As a means of determining the amounts to be achieved over the period of the
Strategy it requires that this will be in the proportions of:
3 parts (50%) reduction in expenditure = £2.9m
2 parts (33%) additional income =
£1.94m
1 part (17%) reserves =
£0.97m

978
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5.3.

This approach places a weighting on each element to ensure that budgets are
robust and sustainable in the future with less reliance on income generation
which is less certain as has been shown in recent years. The use of reserves
will be front loaded to provide time for significant service changes to be put in
place.

5.4.

Change 2 Programme

5.4.1. Change 2 will be the umbrella approach through which the council will aim to
meet the projected budget deficits. This programme will contain a number of
specific work streams each of which will have a designated lead officer from
within the Senior Management Team; the Change 2 Board which comprises
the Managing Director, Corporate Directors and Head of Finance, Property
and Revenue Services will oversee this programme.
5.4.2. These reviews will be phased over the period of the Strategy; the Change 2
Board will develop the programme plan.
5.4.3. Resources may be required to support the reviews; this will be assessed as
part of the development of the Change 2 programme.
5.4.4. Appendix 4 shows the areas which will be examined over the period of the
strategy; further explanation is provided below.
5.5.

Change 2 service based reviews will continue to be undertaken as a means of
meeting the projected deficits and will ask the following questions of the
service areas covered:




Does the service still need to be provided?
What level and quality of service needs to be provided?
What is the best way to provide this service in terms of quality and cost?

5.5.1. The reviews currently planned to take place in 2014/2015 and 2015/2016 are
shown in Appendix 4; further reviews will be developed.
5.5.2. The reviews will specify what level of service will be provided including the
option to stop or reduce current service and look at the range of options to
provide continuing services including but not limited to:



In house provision
Shared service / partnership arrangement with another local authority or
public sector organisation
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Commissioning with not for profit making organisations and the third
sector
Procurement with external suppliers

5.5.3. Reviews will also examine the potential for generating additional external
income. This would include options in relation to trading commercially for profit
through a local authority company or similar model and for generating income
to support the council’s costs and to break-even.
5.6.

Shared Services

5.6.1. The council will continue to identify opportunities to share services or
functions with other local authorities. The council will always consider sharing
with Ashfield District Council as part of any general or specific service reviews
and will extend this consideration to other authorities as appropriate.
5.6.2. The current programme of Shared Service reviews are shown in Appendix 4.

5.7.

Cross cutting budget reviews

5.7.1. A number of reviews will also be undertaken, assessing budgets which are
generic across service areas such as:








5.8.

Repairs and maintenance contracts
Stationery
Furniture and equipment
Printing
Car allowances, travel and subsistence
Mobile Phones
Subscriptions
Voluntary redundancy, early retirement, reduced hours

Service budget reviews

5.8.1. This will include assessing unused budgets from previous years, virements
made in previous years and opportunities for consolidating budgets within
service areas.
5.9.

Income growth
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5.9.1. Each area which generates income will be required to identify ways in which
income can be increased; this will include both the level of usage and the level
of fees charged.
5.9.2. Commercial opportunities will also be examined and the potential for trading
or cost recovery assessed.
5.10. Reserves
5.10.1. In order to meet the targeted value of reserves required to reduce the impact
on services each reserve will be assessed as to how much is required and
where amounts still need to be identified, the timescales over which it is
expected that they will be needed to meet the commitment.
5.10.2. This review will cover:





Earmarked reserves
Allocated balances
Unallocated balances
Provisions

5.11. Themed reviews
5.12. These reviews will cover an area of responsibility, priority or work rather than
a specific service; initially these will include:






Acquisition of commercial assets
Discretionary Council Tax discounts and Business Rate reliefs
Grant maximisation
Reducing benefit claimant error and fraud
Collection of outstanding debts

5.13. The Change 2 Board will identify further areas for review
5.14. Impact Assessment Model
5.15. As part of the reviews detailed above and in Appendix 1, an assessment will
be made in relation the impact of proposals arising.
5.16. A model has been developed where the impact on stakeholders can be
compared.
5.17. The areas covered would be:

Appendix 1



Impact on residents – this would take account of the district as a whole,
vulnerable people, equality groups and specific groups e.g. service users.
This would require robust information and consultation to take place
requiring resources and consistency in approach.



Impact on the quantity and quality of service – this would take account of
impact on performance measures resulting from a proposal as well as
specific changes to the availability of the service e.g. reduced days,
reduced locations, reduced time. Statutory and discretionary impact would
be taken into account within this.



Impact on employees – this would take account of the way in which jobs
would be affected e.g. fewer jobs, lower pay/ less hours, more hours. This
would also include whether this would be achieved through loss of
vacancies through to compulsory redundancies or restructuring the current
establishment.



Impact on the council - this would include the council’s reputation +/-,
accommodation, risk, potential or known future implications. It would also
take account if alternative methods were employed e.g. IT



Impact on achievement of priorities – would the proposal impact on
achievement of the priorities which have been identified as key for the
district. This could be different from the impact on services although they
may be connected in some areas e.g. community safety.



Overall impact on the district – this would be the score which would be
used to measure the impact.

5.18. The impacts would be scored on a scale from 0 to 10 and would need to be
based on evidence gained from consultation, benchmarking and robust
information sources.
5.19. Set alongside this would be the Financial impact i.e. the saving / additional
income generated as a result of the proposal.
5.20. This would be a 4 year value to take account of lead in time / one off savings.
5.21. Once these two values are known there are a number of ways which these
can be used / presented.
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5.22. This will give elected members a tool which allows comparison across and
between various options put forward for meeting the projected deficits.

6.

GOVERNMENT GRANTS

6.1.

The expectations regarding the allocation of general government grant is that
it will continue to reduce year on year at least until 2020.

6.2.

This assumption is supported by the Local Government Association in their
report Future Funding outlook 2014 (published July 2014). This shows the
projected impact of increased expenditure as a result of inflationary and
demand pressures particularly in relation to adult social care rising from
£51.1bn in 2010/2011 to £55.7bn by 2019/2020.

6.3.

The total funding available is predicted to reduce to £40.5bn by 2019/2020
with the impact likely to be felt on ‘other services i.e. not adult social care,
children’s social care, public transport or waste management.

6.4.

Funding for district council services is therefore likely to be hit the hardest
which mirrors what has in fact happened since 2010/2011 to date.

6.5.

Table 1 below sets out the current assumptions for grant.

Table 2

Financial Year

2010/2011
2011/2012
2012/2013
2013/2014
2014/2015
2015/2016 (provisional)
2016/2017 (predicted)
2017/2018 (predicted)
2018/2019 (predicted)
7.

BUSINESS RATES

Grant Settlement
£000

Percentage
Reduction
%

10,366
8,185
7,289
6,890
5,756
4,654
4,300
4,000
3,600

-21
-11
-6
-16.5
-19
-8
-7
-10
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7.1.

A baseline allocation of Business rates is retained by the Council and a
proportion of any growth is retained. The council is a member of the
Nottinghamshire Business Rates Pool which shares the risks associated with
reducing business rates income from revaluations or closure of key emplyers
and shares the benefit of growth across the county. The Strategy does not
take account of any surplus which may be made as a result of growth.

7.2.

This reflects the current risks surrounding valuation appeals of major premises
within the county.

8.

COUNCIL TAX

8.1.

Decisions on Council Tax will be made as part of the annual budget process;
in recent years the Government has allocated additional grant to those
authorities which freeze their Council Tax levels. This is now rolled into the
general government grant settlement for future years but is shown separately
in Table 1.

8.2.

The Strategy takes no account of potential increase in Council Tax.

8.3.

The Government will indicate the level at which any increases would be
subject to a local referendum. For 2014/2015 this level was 2%.

8.4.

This Strategy does not take account of increases to the Council Tax Base for
growth in the number of properties; which although expected is uncertain in
terms of quantity and timing.

9.

COUNCIL TAX REDUCTION SCHEME

9.1.

The Council is required to annually approve its Council Tax Reduction
scheme which replaced Council Tax benefits from 2013/2014. This strategy
assumes an indicative £1m each year from government grant to support this.

9.2.

This is a fixed grant and the council would need to finance any increased
demand or gain from any reduction.

9.3.

This grant will be included within the general grant settlement but is shown
separately in Table 1.

9.4.

The scheme must be reviewed and submitted to Council for approval by 31 st
January each year.

9.5.

This review will take account of the level of demand and level of government
grant ultimately allocated.

Appendix 1

9.6.

This Strategy assumes that there is no change to the scheme overall at this
stage.

10.

LIVING WAGE

10.1. The Council is seeking accreditation as a Living Wage employer, the Strategy
takes account of this in respect of costs paid to its own employees but at this
stage does not take account of any additional contractual payments the
Council would need to make to suppliers of services to the council.
11.

PROCUREMENT

11.1. The council will use its involvement with the Nottinghamshire and Derbyshire
Shared Procurement Unit to drive down the costs of contracts through joint
procurement and economies of scale.
12.

NEW HOMES BONUS

12.1. The projected deficits do not take account of any potential growth in New
Homes Bonus.
12.2. The New Homes Bonus already received and anticipated has been committed
towards Planned Preventative Maintenance Works and retained towards
capital expenditure.
12.3. The use of any further growth will be determined as part of the budget
process.
13.

HOUSING REVENUE ACCOUNT

13.1. This Strategy is mainly concerned with the General Fund Revenue Account; a
separate exercise is being undertaken through development of the Housing
Revenue Account Business Plan.
13.2. The Head of Housing will produce this and it will be considered as part of the
budget setting process.
14.

CAPITAL EXPENDITURE AND BORROWING

14.1. The capital programme and funding will be assessed separately; the Strategy
takes account of known revenue implications of capital projects.
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14.2. The Strategy assumes borrowing costs of £100,000 per annum in relation to
interest element only for loans to fund capital schemes. This has previously
been committed to the Stockwell Gate North proposed scheme and Cemetery
Infrastructure works.
14.3. The amount which can be borrowed using this allocation is dependent on the
interest rate on the day of the loan, as at 25th June 2014 this would be £3.67
million based on a 5 year fixed term maturity loan (2.73%).
14.4. Future borrowing requirements for capital will be assessed in line with the
principles of prudential borrowing namely affordability, sustainability and
prudence.
14.5. No account has been made within the prediction for borrowing in respect of
cash flow funding for the housing company. This will be determined as the
business case and cash flow predictions for the company and the schemes
are developed.
15.

RISK AND OPPORTUNITY ASSESSMENT

15.1. Appendix 5 shows the risks and opportunities associated with the strategy and
how they will be addressed.

