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RECOMMENDED that 
 
A The Working Group considers the report and the underpinning 

principles that support the MTFS. 
 

B That the Working Group refers any specific issues identified as a result 
of the review to Cabinet for consideration. 
 

 
 
BACKGROUND 
 
1 The Terms of Reference for this annual review of the Council’s Medium 

Term Financial Strategy are to examine the key financial assumptions 
underpinning the MTFS including Government Funding, Pay, Inflation and 
Income.  In order to assist the Working Group in carrying out this review, 
Officers have compiled documentation which identifies the key economic 
drivers and other government established parameters which have been 
considered in establishing the proposals for the MTFS update for the 
period 2015/16 – 2019/20. 
 

2  
The Medium Term Financial Strategy (MTFS) provides the parameters for 
the Council’s revenue spending and capital investment plans over a rolling 
5-year period. The current MTFS covering the period 2014/15 – 2018/19, 
was approved by the Council in February 2014 and is attached at Appendix 
1 to this report. 

 
3 As has been the case in recent years under the current Governments 

austerity plans, the current MTFS was prepared against an ongoing 
background of uncertainty in global and economic factors affecting the 
Council’s finances and although there are signs of economic improvements 
and recovery beginning to show, the climate of austerity for local 
government looks likely to continue until 2020 as we prepare for the 
refreshed MTFS to be presented to Cabinet in January 2015. 
 



4 The Government announced a provisional 2015/16 funding settlement in 
January 2014 and whilst it is widely expected that this will not change 
significantly at a national level in terms of control totals, with a general 
election planned for May 2015 it is possible that there will be shifts in 
certain elements of the settlement which may have local impacts which 
may be either positive or negative. At the current time there is no further 
detail available and any announcements relating to 2015/16 and future 
years will not be released until mid-December with final figures being 
released for 2015/16 during the first quarter of 2015.  

 
5 The MTFS continues to be developed and the figures contained in the 

report are subject to change. An update based on the assumptions 
contained in this paper will be presented to the Cabinet in January 2015 as 
part of the 2014/15 budget setting process. 

 
6 The MTFS will continue to be developed to support, and be driven by, the 

priorities contained in the Corporate Plan approved by the Council whilst 
taking account of the impacts of Government decisions and other factors 
as they become known. 
 

 GENERAL FUND BUDGET PARAMETERS 
 

7 The MTFS approved in February included a 5-year financial forecast for 
the General Fund Budget. The proposed key factors affecting the MTFS 
have been revised and the proposals are contained at Appendix 3 for 
consideration by the Working Group. 
 

 KEY ISSUES 
 

 General Fund 
 

8 The system of Comprehensive Spending Reviews (CSR) currently 
operated by the Government determine Government department spending 
over set time periods. The Current Government announced its first CSR in 
2010 and it covered the financial years 2011/12 to 2014/15. In June 2013 
the chancellor announced his second CSR but this has only covered the 
2015/16 financial year so far and therefore leaves significant uncertainty for 
local government for any future years. The limitations of the announcement 
make medium term planning extremely difficult and currently without the 
detail to support the announcements the headline figures indicating a 10% 
reduction in local government funding for 2015/16 and for the purposes of 
the MTFS it will be assumed that a similar level of reductions will apply for 
the 2016/17 and 2017/18 years as well. 
 

9 The local government funding arrangements changed considerably in 
2013/14 and now the whole formula funding arrangements are far more 



significantly linked to local Business Rates with Revenue Support Grant 
making up only a small and ever decreasing share of the grant received 
each year. With the level of reductions forecast it is anticipated that over 
the MTFS period 2015/16 - 2019/20 the level of RSG received by Harlow 
will be almost zero. The significant level of savings already achieved by the 
Council in response to funding pressures is illustrated below –  
 

 
 2005/06 

to 
2009/10 

2010/11 2011/12 2012/13 2013/14 2014/15 

 £’000 £’000 £’000 £’000 £’000 £’000 

Annual 
Savings 

 
1,497 2,107 1,906 1,503 1,534 

Cumulative 
Savings 

11,502 12,981 15,088 16,994 18,497 
 

20,031 
 

 
 The new funding arrangements where an increasing proportion of the 

Council’s government funding is provided through retained business rates 
has also impacted Harlow in the first two years of its operation. In 2013/14 
the level of business rates fell below the baseline figure set by the 
Government at the start of the new system and as a result the first 7.5% of 
this drop is met locally by the Council as reflected in the Quarter 4 Joint 
Finance and Performance report to Cabinet in July 2014. The financial 
impact whilst capped still meant that £206,000 of this reduction was borne 
locally.  
 

10 With uncertainty still surrounding the future of some employment sites in 
Harlow and the impact of the Government’s announcement that all 
outstanding appeals resulting from the 2010 revaluation exercise will be 
settled by 2015, it is likely that there will again be a pressure on business 
rates income in 2014/15 with the effects on 2015/16 still to be finalised as 
part of the 2015/16 budget work currently underway. 
 

11 In addition to the Grant settlement issues already highlighted the Council is 
facing uncertainty over the ongoing Welfare Reform programme being 
implemented by the Government. Recent announcements indicate that 
there will be further benefits changes announce by the Government in the 
lead up to the election next year. These announcements will not be 
supported by detailed regulations and therefore it will be impossible to 
determine at the time of setting the 2015/16 the impacts the changes may 
have locally for Harlow Council and its residents.  
 

12 Following the introduction of the Local Council Tax Support Scheme in 
2013/14, the General fund budget and the forecast income to support 



services it provides is now very much more exposed to local changes in 
the economy. If unemployment rises then there is likely to be a higher 
demand placed upon the LCTS scheme which will impact on both the 
Council and the precepting bodies.  
 

 Housing Revenue Account 
 

13 The Housing Revenue Account (HRA) is now in its third financial year of 
operation under the new Self Financing arrangements. The revised 
business plan was agreed in February 2014.   
 

14 The HRA will be subject to a separate report to Cabinet in January 2015 
but essentially the business plan assumptions are underpinning the current 
refresh of the business plan and its extension of the 30 year forecast to 
2045. 
 

15 Key issues for the HRA include –  
 

• Rent levels. 

• Capital investment in existing stock. 

• Repayment of debt. 

• Maintaining a minimum working balance. 

• Looking to support if necessary the Priority Estates Programme. 
 

16 With its removal from the Housing Subsidy system, the HRA now not only 
has greater flexibility and local accountability but it also bears greater risk. 
The current financial forecasts for the HRA MTFS are shown in Appendix 1 
 
An ongoing issue for the HRA  is the change to accounting practice in 
relation to depreciation on non dwelling assets and the reductions in rental 
income as a consequence of the increased Right to Buy sales stimulated 
by the Governments introduction of increased discounts and greater 
publicity of the scheme. 
 

 Capital Programme. 
 

17 The capital programme is influenced heavily by the change to HRA self 
financing. The programme is being driven by the need to invest in the 
housing stock (based on stock condition surveys) to ensure it meets 
decency standards. Significant work has continued during 2014/15 to 
deliver the investment requirements for decency to be achieved. It will also 
ensure that the Council is able to manage significant increases in capital 
expenditure over the next four to five years. 
 

18 The current approved programme is included at Appendix 1 as part of the 
MTFS. This will be updated for known changes and any re-profiled 



expenditure as the current year progresses. 
 

 Treasury Management Strategy 
 

19 The Treasury Management Strategy will be approved at the same time as 
the MTFS, General Fund Budget, HRA estimates and rent levels and the 
Capital Programme. The Strategy supports the financial activities by setting 
out the investment and borrowing policy and it ensures that the Councils 
cash holdings are safeguarded as far as possible from loss in the current 
economic climate. 
 

20 The strategy also contains the Prudential indicators required under the 
Prudential Code which set limits and boundaries for the capital expenditure 
of the Council. The Capital programme and borrowing activity must be 
constrained within the limits set by the indicators. It is intended that these 
limits ensure the Council operates within financial boundaries which it can 
afford in the context of its wider financial strategies. 
 

21 The current strategy is attached to the report at Appendix 2. 
 
Councillors are urged to refer to the appendices summary at the bottom of 
this report. 
 

 Conclusions 
 

22 The range of financial strategies and the budgets they support are very 
much dependant on economic activity, Government funding policy funding 
and local conditions. 
 

23 The report has highlighted how they interrelate and the underpinning 
principles on which they are based. These assumptions and principles are 
reviewed regularly to ensure that the strategies remain relevant and 
affordable in the wider context of the economy. 
 

 
 
 
IMPLICATIONS 
 
Regeneration (includes Sustainability) 
None Specific 
Author: Graeme Bloomer, Head of Regeneration 
 
Finance 
The medium-term financial implications of Government funding, economic 
factors, budget and service plans are contained within the report and 



accompanying appendices, which provide an update to the MTFS approved by 
Council in February 2014 
Author: Simon Freeman, Head of Finance 
 
Housing 
None specific other than contained within the report 
Author: Andrew Murray, Head of Housing 
 
Community Wellbeing (includes Equalities and Social Inclusion) 
None Specific 
Author:, Graham Branchett, Chief Operating Officer 
 
Governance (includes HR and ICT) 
None Specific 
Author: Brian Keane, Head of Governance (includes HR) 
 
 
 
Appendices:  
Appendix 1 incorporating: 
 MTFS Cabinet Report, 30 January 2014 

Appendix B, 2014-15 2018-19 
Appendix C, Capital 
Appendix D, HRA 

Appendix 2 incorporating: 
Treasury Management Strategy Cabinet Report 
Treasury Management Strategy Statement 2014-15 

Appendix 3 incorporating: 
Budget Parameters 2015-16 
 
 

Appendices 1-3 listed above can be viewed on the Council’s website using the 
following link: 
 
http://moderngov.harlow.gov.uk/ieListDocuments.aspx?CId=250&MId=587&Ver=
4 

 
  
 


