
         

 

CALDERDALE MBC          

WARDS AFFECTED: ALL 
 
CABINET    
 
14th SEPTEMBER 2015 
 
MEDIUM TERM FINANCIAL STRATEGY 2016/17 TO 2018/19 
 
REPORT OF THE HEAD OF FINANCE 
 
 
 
1. Reason for Report 
 
1.1 The reasons for this report are to: 
 

(i) Review and update the Medium Term Financial Strategy (MTFS) in 
light of the latest information. 

 
(ii) Inform members of issues identified relevant to the update of the MTFS 

and, 
 
(iii) Note the proposed approach to the budget process for 2016/17 to 

2018/19 
 
 
 
2. Need for a Decision 
 
2.1 To complete the annual update of the Council’s Medium Term Financial 

Strategy and provide a framework for Members to develop budget proposals 
for 2016/17 and beyond. 

 
 
 
3. Recommendations 
 
3.1 That the appended Medium Term Financial Strategy be approved for 

recommendation to Council. 
 
3.2 That draft budget proposals are brought forward by Cabinet for consultation in 

accordance with the approach outlined in the report. 
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4. Introduction and Summary of the MTFS and Forecasts 
 
4.1 The Medium Term Financial Strategy (MTFS) is a key element within the 

Council’s overall strategic planning framework.  The Strategy takes a three-
year perspective and sets a framework for how budget pressures will be 
prioritised within the best estimates of available capital and revenue 
resources.    

 
4.2 The recent Peer review found that the three year financial plan informs 

thinking and is recognised as an exemplar for effective financial planning. It 
also recommended however that the financial strategy should be developed to 
clearly align with our ambition for economic growth and service 
transformation. As part of the budget process for 2016/17 therefore the 
Council should seek to ensure that the existing resources and any new 
savings which are agreed reflect the Council’s Building Ambition priorities. 
The budget consultation exercise which is being carried out over the summer 
will also assist in aligning resources to priorities. 

 
4.3 The MTFS is similar in structure to that used last year extended to cover a 

new third year (i.e. 2018/19) and updated to reflect current issues.  A 
spending review though, potentially covering the life of the Parliament, is due 
to be released on the 25th November 2015 followed by the Local Government 
Finance Settlement (normally announced early to mid-December).  

 
4.4 It is usual for the MTFS to be framed in the context of some uncertainty but 

due to the impending spending review there is more uncertainty than ever this 
year.  The Chancellor has stated that unprotected departments (including 
DCLG) should plan for grant reductions of 25% and 40% from current levels 
over the next 4 years.  The MTFS uses these estimates as the basis of the 
forecasts but framed within the potential of eventually becoming a self-
sufficient local authority (i.e. no longer in receipt of Revenue Support Grant). 
An income generation strategy is also being developed to assist the Council in 
maximising the other sources of funding available to it. 

 
4.5 Rather than one central forecast, the MTFS therefore has two base scenarios 

following the Chancellor’s summer budget announcement. It is based on our 
best estimate of how they will be applied to Local Government which has 
various income streams some of which are sometimes taken account of when 
determining funding reductions. The results of these forecasts for the next 
three years are set out in the table below: 

 
  

Scenario 2015/16 2016/17 
 

2017/18 
 

2018/19 
 

 Existing savings plans 
 
Additional savings 
required: 
25% Funding Reduction 
 
40% Funding Reduction 
 

£78.0m £86.2m 
 
 
 

-£1.4m 
 

£0m 

£86.2m 
 
 
 

£7.6m 
 

£12.8m 

£86.2m 
 
 
 

£20.9m 
 

£29.4m 
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4.6 In summary this suggests that: 

• Our latest forecast for 2016/17 is in line with previous forecasts 
provided that existing savings plans can be delivered and budget 
pressures can be managed (the MTFS makes a one-off allowance for 
budget pressures and savings at risk in this year) 

• Our latest forecast for 2017/18 shows that savings of between £7m and 
£13m could now be required.  This compares closely to the previous 
forecast of £9.6m, and, although dependent upon the eventual level of 
funding reduction to local authorities, it suggests that the Council 
should continue to plan for savings of this magnitude.  The budget 
proposals for 2017/18 agreed at Budget Council this year included 
indicative savings ideas based on themes.  These now need to be 
translated into more detailed savings proposals after taking into 
account any feedback from the budget consultation exercise.  

• Our latest forecast for 2018/19 is that cumulative savings of between 
£20m and £30m may be required by then, i.e. a further £10m to £20m 
on top of those to be identified for 2017/18.  

 
4.7 A number of other assumptions have also been used to arrive at the forecast 

above, the main ones being Council Tax Increases of 1%, 1% & 2%, Business 
Rates multiplier increases of 2% for all three years and staff pay awards of 
1% for all three years.  These other variables have the ability to affect our 
forecasts (especially Government controlled ones such as Council Tax 
referendum limits and public sector pay awards). Therefore, in addition to the 
Council’s base case scenarios detailed above, the upside and downside risks 
of 1% changes in these can be found in section 6 of the attached MTFS.  

 
4.8 All the forecasts included within the MTFS will be updated following the 

Chancellor’s Spending Review in November and the Provisional Local 
Government Finance Settlement (expected in December). 

 
4.9 The MTFS also covers a forecast and current prioritisation of the Council’s 

Capital Programme which shows an uncommitted surplus of £1m (assuming 
the addition of £2.1m of future capital receipts and £2.1m being transferred 
from earmarked reserves following a recent review). The Economy & 
Investment Panel is also carrying out a review of the existing Capital 
Programme to determine whether any uncommitted resources could be re-
prioritised or any new resources identified. The Panel has also agreed that 
any new bids for capital resources will be assessed and prioritised according 
to their contribution towards meeting the Council’s priorities.    

 
5 Consultation 
 
5.1 The MTFS assumes at the moment that, in addition to the public consultation 

that will be carried out over the summer, the Council wishes to continue the 
normal process and that the information to support it will be provided in five 
phases. This report and the MTFS represent the first of five main stages in 
setting the Council’s final budget.   

 
• Preparation of the MTFS (July - September) 
• Public Consultation Exercise (September – October) 
• Resource Prioritisation/Savings Options (October – December) 
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• Cabinet’s Draft Budget proposals for consultation (January) 
• Presentation of the Final Budget to Budget Council (February) 

 
6. Corporate and Financial Implications 
 
6.1 Although this report does not have any direct financial implications, the base 

forecasts in the MTFS shows that further significant savings are expected to 
be required.  

 
6.2 The Council needs to commence the budget process for 2016/17 bearing in 

mind that the additional savings are expected to be needed in the final two 
years of the MTFS period.  

 
 
7. Equality and Diversity 
 
7.1 The equality and diversity implications of the budget proposals arising from 

the MTFS will need to be considered. One of the guiding principles of the 
budget process is, in fact, to identify the impact of our decisions on the 
economy, environment and equality and fairness for people. 

 
 
8. Conclusion 
 
8.1 The Council has developed the MTFS as the cornerstone of the budget 

process and it has been instrumental in guiding it.   
 
8.2 More will be known when the spending review is published in November but 

the scale of the reductions in spending required over the period of the plan is 
likely to be in keeping with previous years.  

 
8.3 The Council has also already put plans in place to make savings of £86m by 

2016/17 compared to its 2010 budget so the first year of the Strategy is not 
expected to require any further savings (provided existing plans can be 
delivered), shortfalls in the second and third years though are substantial. The 
Council will need to translate the themed savings targets in 2017/18 into more 
detailed proposals and identify additional savings of at least a further £10m in 
2018/19 based on the latest forecasts. Given the scale of the savings already 
in the pipeline the Council will have to be radical in its approach if it is to 
successfully deliver a balanced budget.  

 
 
 
Reference: ACC/NB/MTFSreport  
Report No: Medium Term Strategy 2016/17 to 2018/19  
Date: 2nd September 2015  
 
FOR FURTHER INFORMATION ON THIS REPORT CONTACT: 
Lee Holden   Telephone:  01422 393564 
 
DOCUMENTS ARE AVAILABLE FOR INSPECTION AT: 
Westgate House, Market Street, Halifax HX1 1PS
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Section 1 Introduction  
 
 
The Medium Term Financial Strategy (MTFS) is a key element within the Council’s 
strategic planning framework. The Strategy takes a three year perspective and sets 
the overarching forecasts to inform how budgets will be prioritised within the best 
estimates of available capital and revenue resources. A continuous review of Value 
for Money is implicit in order to ensure that budgets can be maximised and allocated 
to meet community needs. Given the reductions in public spending required over the 
next few years this prioritisation will be particularly important.  
 
This document outlines how revenue and capital budgets will be allocated to 
priorities set out in the Council’s corporate strategies and plans. This is prepared in 
the context of significantly constrained resource availability and clear community and 
national expectations regarding affordable Council Tax levels. 
 
The MTFS aims to ensure that the Council’s resources are aligned with its priorities. 
This will be demonstrated through the budget process and the budget consultation 
exercise which is being undertaken this summer.  
 
The MTFS is framed within the potential of eventually becoming a self-sufficient local 
authority (i.e. no longer in receipt of revenue support grant).  An income generation 
strategy is also being developed to assist the Council in maximising the other 
sources of funding available to it. 
 
The latest Local Government Finance Settlement released in February 2015 
provided the level of general grant that the Council could expect to receive in 
2015/16. This has been used as the starting point for our forecast as the Chancellor 
has stated that unprotected Departments (including DCLG) should plan for grant 
reductions of 25% and 40% over the next 4 years.  
 
Along with the need to plan for further reductions in grant funding this MTFS updates 
assumptions previously made and identifies future pressures that need to be 
managed such as:- 
 

• risk of  not achieving previous years’ savings targets   
• the effect of the new national living wage (especially on our care contracts) 
• inflation (especially on major contracts and pay) 
• social care needs to reflect changes in client numbers, in particular for 

increasing numbers of adults with learning difficulties 
 
The MTFS is the first of five phases this year in the process for setting the Council’s 
budget:- 
 

1) Preparation of the MTFS (July to September 2015) 
2) Public Consultation Exercise (September to October 2015) 
3) Resource Prioritisation/Savings Options (October to December 2015) 
4) Cabinet’s Draft Budget proposals for consultation (January 2016) 
5) Presentation of the Final Budget to Budget Council (February 2016) 
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Section 2 The Context and Timescales of the Budget Process 
 
The environment in which the budget process stands is continually moving with a 
significant number of changes in the national agenda for local authorities having 
been introduced over the last 5 years.  
 
Local authorities have taken on responsibility for Public Health and Health Visitors. 
Councils’ Social Care budgets and NHS funding have been integrated into the Better 
Care Fund and housing benefit administration is due to be transferred to the 
Department for Work and Pensions in the near future.   
 
In addition to these changes there have been three different funding regimes for 
Local Government since 2010, more recently characterised by a move away from a 
centralised funding model to one where councils retain half of the Business Rates 
they collect and set the level of Council Tax Benefit in their areas.   
 
Given the above, it is a challenge to accurately assess the reduction in government 
funding since the introduction of the austerity measures.  However, by taking all of 
the known changes into account and adjusting the funding levels for the new 
burdens and transfers of responsibility it is estimated that there will be a general 
grant funding cut of over £50m per annum by the end of the period.  
 
As reductions in Government funding are expected to continue until at least 2019/20, 
the Council will have to prioritise all expenditure and demonstrate value for money in 
everything that it does.   Working with business and our Leeds City Region partners 
to drive economic growth whilst retaining sufficient flexibility to manage uncertainties 
inherent in our operating environment means that tough decisions may have to be 
made.  The key expected milestones for this budget process can be seen below:-  
 

Date Milestone 
 

September 2015 
 
14th September  2015 
 
1st October 2015 

 
25th November 2015 

 
Nov/Dec 2015 
 

   December 2015 
 
   Mid-January 2016 

 
Mid-February 2016 

 
29th February 2016 

 
Public budget consultation commences & runs until October 
 
Cabinet considers the MTFS 
 
Approval of the MTFS is sought from Council 
 
Spending Review released and MTFS updated 
 
Members prepare their proposals   
 
Local Government Finance Settlement/grants announced  
 
Cabinet releases its consultation budget 
 
End of consultation/political groups finalise their proposals 
 
Budget Council to agree budget and Council Tax for 2016/17  
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Section 3 The Capital Budget Forecast 
 
Background 
Capital expenditure relates to spending on assets which are to be used by the 
Council over the long term.  This includes the buying of equipment and the purchase, 
construction or improvement of land and buildings.  
 
The Council’s capital strategy is to maximise the use of resources, to provide a clear 
framework for decisions relating to capital expenditure and to establish a corporate 
approach to generating capital resources. 
 
The current programme includes provision for the Council’s major projects including 
the regeneration of the Piece Hall, the new Halifax Central Library and the Town 
Centre Office Strategy.  These key projects alone will result in the Council investing 
over £32m in the town centre over the next 3 years with the economic benefits of this 
investment continuing far into the future.  
 
Forecast Expenditure 
It is currently expected that over the 4 year period to the end of 2018/19 the Council 
will be spending around £116m on progressing schemes as follows:- 

• Major annual programmes of work funded by specific Government allocations, 
or where Members have chosen to “passport” resources for example:-  
-   Schools (£42m) 

           -     Housing (£7m) 
           -     Roads (£25m)  

• Other rolling programmes of improvements, e.g. Council buildings, play areas 
and car parks (£2m)  

• Regeneration initiatives (£2m) 
• One-off schemes for example: 

- Piece Hall (£16m) 
- Flood Prevention (£1m) 
- Town Centre Office Strategy (£8m) 
- Halifax Pool (£2m) 
- Halifax Central Library (£8m) 
- Other Schemes (£3m) 

 
Capital Resources 
The main elements of capital financing are: - 
1) Government-funded Grants  
2) Unsupported (Prudential) Borrowing 
3) Capital Receipts 
4) Alternative sources of finance including reserves 

The largest proportion of Council capital spend is financed by Central Government 
grants.  Although most of this is now un-ringfenced, Council policy is still to passport 
this to specific work programmes. Virtually all this funding is therefore directed 
towards school, road and housing schemes as can be seen above.  All other 
schemes rely principally on other external support, prudential borrowing or the 
pooling of capital receipts (funding raised by the sale of Council assets). 
The Government no longer provides supported borrowing (i.e. where loan costs are 
paid to the Council through RSG) for new schemes.  However, the Council has the 
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power to supplement funding through prudential borrowing where it is proved to be 
sustainable via compensatory savings, ideally backed by a valid business case.   
When prudential borrowing is carried out the cost of this is charged to the revenue 
account as principal and interest.  The Capital Programme includes over £17m of 
expenditure funded by prudential borrowing (the majority of which is on the three 
major town centre schemes). The annual cost of servicing this borrowing will be 
around £1.1m and this has been budgeted for in full as part of the MTFS. 
On-going development with partners to provide a joined up service is well 
established in Calderdale.  The Council also works in partnership to maximise value 
for money and return on capital, examples of this are working with Heritage Lottery 
Fund (HLF), NHS, West Yorkshire Combined Authority and Together Housing.   
 
Following an assessment of likely future capital receipts and the level of earmarked 
reserves the Council needs to hold, it is recommended that £2.1m of additional 
capital receipts and £2.1m of reserves can be reasonably be added into the Capital 
Programme without subjecting the Council to undue risk. This would provide a 
surplus of £1m for Members to invest in their priorities:- 
Overall Capital Financial Forecast 

 2015/16 
£m  

2016/17 
£m 

2017/18 
£m 

2018/19 
£m 

Total 
£m 

 
Directorate Spend:- 
Communities 
Adults Health & Social Care 
Economy & Environment 
Children and Young Peoples 

 
 

16.1 
0.2 

33.5 
8.1 

 
 

0.7 
1.1 

10.1 
20.0 

 
 

0.5 
0 

6.5 
7.0 

 
 

0 
0 

5.6 
6.6 

 
 

17.3 
1.3 

55.7 
41.7 

Total Expenditure 57.9 31.9 14.0 12.2 116.0 
 
Financed by:- 
Grants and Contributions 
Revenue Funding & Reserves 
Ring fenced/Prudential Borrowing 
Use of Pooled Resources 

 
 

26.3 
3.0 

15.7 
13.2 

 
 

26.7 
1.6 
0.7 

 
 

12.5 
0.1 
0.9 

 
 

12.0 
0.1 

0 

 
 

77.5 
4.8 

17.3 
13.2 

Total Capital Finance Available 58.2 29.0 13.5 12.1 112.8 
      
Potential Additional Resources 0.4 3.8 0 0 4.2 
      
Possible Surplus (+) /Deficit (-)     1.0 

 
The Economy & Investment Panel is due to review any uncommitted resources 
within the existing Capital Programme to determine whether any should be re-
prioritised or any new resources identified. The Panel has also agreed that any new 
bids for capital resources should be assessed and prioritised according to their 
contribution towards meeting the Council’s Building Ambition priorities.
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Section 4 The Revenue Budget Forecast 
 
Introduction 
 
The main focus of this document is the revenue budget as it involves the majority of 
the Council’s expenditure and provides its main sources of income.  Revenue 
expenditure is the day to day spending of the Council which is necessary to provide 
its services to the public.  These running costs include employee salaries, premises 
costs such as utilities & rates and supplies & services and are financed from a 
number of sources the key ones being:- 
 

1) General Government Revenue Support/Top-up Grant 
 

2) Non-Domestic Rates 
 

3)  Council Tax 
 

4) Specific Government Grants 
 

5) Fees and Charges 
 

6)  Partnership funding (e.g. NHS) 

 
As can be seen later in this document, some of these funding sources are outside 
the direct control of the Council and some are inside its control.  A number of 
assumptions have therefore been made which will be reviewed in future versions of 
the MTFS as and when more information becomes available.   
 
 
Background  
 
Since the first Spending Review under austerity in the autumn of 2010 a number of 
budget statements and other Government announcements have combined to 
determine the funding of councils over the period. The latest Local Government 
Finance Settlement was announced on the 3rd February 2015 covering Government 
Funding for 2015/16.  This settlement was based on the cumulative effect of past 
changes to the funding regime and effectively gives the baseline from where any 
future cuts will be made. 
 
The Chancellor formally launched Spending Review 2015 (A Country that Lives 
within its Means) on Tuesday 21st July 2015.  In his outlined approach he said that 
unprotected areas of Government (including the Department for Communities and 
Local Government) would need to find £20bn of savings over the next 4 years (i.e. 
by 2019/20). The results of the review will be made public on the 25th November 
2015 and is expected to include control totals by Government Department for the life 
of the Parliament.  
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The Chancellor also stated that “the government will look at transforming the 
approach to local government financing and further decentralising power, in order to 
maximise efficiency, local economic growth and the integration of public services”.  It 
is unclear at the moment what the implications for local government are beyond the 
discussions on devolution.   
 
 
General Key Assumptions and Policy Decisions in this MTFS 
 
As in earlier versions of the MTFS key general assumptions of changes in income 
and expenditure from the previous year have been built in to the forecast.  For this 
year’s MTFS these are as follows:-  
 
 

Assumption 2016/17 2017/18 2018/19 
Income Assumptions 
Inflation on top-up grant/NNDR  
Council Tax Increases 
Fees and Charges Increases 
 
Expenditure Assumptions 
Budgeted Pay Rises  
Budgeted Price Increases 
Contract Price Inflation 

 
+2% 
+1% 

0% 
 

 
+1% 

0% 
+2.5% 

 
+2% 
+1% 

0% 
 

 
+1% 

0% 
+2.5% 

 
+2% 
+2% 

0% 
 

 
+1% 

0% 
+2.5% 

 
 
The MTFS forecast that follows is made up of two main sections, the top half being 
the income forecast and the bottom half the expenditure forecast.  As the 
Government is recommending that two main scenarios are planned for, the table 
shows the effect of both a 25% and 40% reduction in funding.  The assumptions and 
rationale behind the figures can be found after the table. 
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3 YEAR GROSS BUDGET FORECAST 2016/17 TO 2018/19 ASSUMING 25% GRANT CUTS BY 2019/20
2016/17 2017/18 2018/19

£m £m £m
Funding Forecast

Government Formula Grants Note
Revenue Support Grant 30.7 24.5 19.0 1
Top-up Grant 9.7 9.9 10.1 2

40.4 34.4 29.1

Other Grants
Education Services Grant 2.0 2.0 2.0 3
New Homes Bonus 4.1 3.7 3.0 4
General Grants and LSS grants 1.0 0.7 0.3
Section 31 Grants related to Business Rates reliefs (Retail Relief and SBRR) 2.1 2.2 2.2
Council Tax Freeze Grant 0.8 0.8 0.8
Better Care Funding 9.2 9.2 9.2
Other Specific Grants and Contributions including Health Visitors 39.8 39.6 39.7

59.0 58.2 57.2

Locally Raised Taxes
Local Share Retained Rates 29.7 30.3 30.9 5
Council Tax (Increasing by 1%, 1% and 2% ) 74.0 75.1 76.9 6

103.7 105.4 107.8

Other Income
Net Contributions from Earmarked Reserves 4.9 1.8 0.0 7
Fees and Charges 38.8 38.8 38.8 8
Contribution From Balances 1.2 2.2 0.0 7

44.9 42.8 38.8

Forecast Total Income 248.0 240.8 232.9

Expenditure Forecast

Budget as agreed at Budget Council 243.3 244.8 245.7

Pay and Prices
Inflation - Pay 1% p.a.,  Large Contracts 2.5% p.a. 0.0 0.0 2.5 9
Estimated Impact of 'New Living Wage' on Adult Care Contracts 1.3 2.5 3.7 10

1.3 2.5 6.2

Growth and Budget Pressures
Social Services Demographics 0.5 1.0 1.5 11
Other budget pressures/savings at risk 1.7 12

2.2 1.0 1.5

Other Major Issues 13
Treasury Mangement - Debt Charges reductions -0.5 -0.5 -0.5
Contribution to Transport Fund 0.3 0.6 0.9

-0.2 0.1 0.4

Forecast Total Expenditure 246.6 248.4 253.8

-1.4 7.6 20.9

Potential Additional Grant Cuts 1.4 5.2 8.5

0.0 12.8 29.4

Scenario 1 - 25% grant cut:   Forecast Surplus(-) / Deficit(+)  

Scenario 2 - 40% grant cut:  Forecast Surplus(-) / Deficit(+)  
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Summary forecast 
 
Scenario 2015/16 2016/17 

 
2017/18 

 
2018/19 

 
 Existing Savings Plans 
 
Additional savings required: 
25% Funding Reduction 
 
40% Funding Reduction 
 

£78.0m 
 
 

- 
 
- 

£86.2m 
 

 
-£1.4m 

 
£0m 

£86.2m 
 

 
£7.6m 

 
£12.8m 

£86.2m 
 

 
£20.9m 

 
£29.4m 

 
In effect this suggests that: 
 

• Our latest forecast for 2016/17 is in line with previous forecasts 
provided that existing savings plans and budget pressures can be 
delivered (bearing in mind that the MTFS makes a one-off allowance 
for budget pressures and savings at risk in this year). 

• Our latest forecast for 2017/18 shows that savings of between £7m and 
£13m could now be required.  This compares closely to the previous 
forecast of £9.6m, and, although dependent upon the eventual level of 
funding reduction to local authorities, it suggests that the Council 
should continue to plan for savings of this magnitude.  The budget 
proposals for 2017/18 agreed at Budget Council this year included 
indicative savings ideas based on themes.  These now need to be 
translated into more detailed savings proposals after taking into 
account any feedback from the budget consultation exercise.  

• Our latest forecast for 2018/19 is that cumulative savings of between 
£20m and £30m may be required, i.e. a further £10m to £20m on top of 
those to be identified for 2017/18.  

 
 
The revenue forecast for the next 3 years above is the base case showing the 
expected savings that the Council will have to make in order to deliver a balanced 
budget.  The following assumptions are consistent with what is known at this present 
time as the most likely course of events taking account of the understanding of 
professional organisations (e.g. CIPFA, Sigoma), political commentators, 
Government and other public sector bodies.   
 
The sensitivity analysis and risk assessment which can be found in a later chapter of 
this document shows how the forecast might change under a different set of 
assumptions. The constantly changing national agenda, however, means that the 
funding position is particularly volatile.   
 
 
Funding Forecast Notes/Assumptions 
 
1 Government Formula Grant 
Reductions in Government funding are based on 25% and 40% cuts over the next 4 
years using the national profile provided in the summer Budget, i.e. £3bn in 2016/17, 
£8bn in 2017/18, £7bn in 2018/19 and £2bn in 2019/20.   
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It seems unlikely that the 25% and 40% reductions will purely be on the Council’s 
main Revenue Support Grant so it has been assumed that Top-up Grant, Education 
Services Grant, New Homes Bonus, Council Tax Freeze Grant, Better Care Funding 
and other general grants will also be used to calculate the cuts (these total £62.7m 
for Calderdale). It has further been assumed that the reduction will fall on Revenue 
Support Grant rather than individual elements of the calculation.  This is only 
indicative and the position will be revised in November with the release of the 
spending review.   
 
The MTFS further assumes funding provided for specific areas (e.g. Public Health) 
will not face cuts like the majority of Government funding apart from the continuation 
of the reduction in year in 2015/16 which is estimated to be £0.8m for Calderdale.   
 
 
2 Top-up Grant  
Top-up grant increases with Retail Prices Index (RPI) inflation as at September of 
the previous year. Government forecasts released with the summer Budget 
predicted a 2.1% rate in 2016/17 rising to 3.1% in 2018/19 (currently it is 1%). For 
the purposes of our forecast we are assuming 2.0% for all 3 years and will re-visit 
this assumption during future MTFS and budget rounds as inflationary expectations 
become clearer.   
 
 
3 Education Services Grant (ESG) 
Education Services Grant is payable to local authorities to reflect the core functions 
they provide for schools.  The current funding level of ESG is around £2.2m with the 
calculation being based on varying rates of payment for the different type of school in 
Calderdale (maintained, academy, special and Pupil Referral Unit).   
 
The main change we can expect to this grant would be as a result of further schools 
transferring to academy status.  The rate of transfer has slowed markedly in recent 
years and very few are known to be considering the move at this time.  The forecast 
therefore assumes a 10% reduction from current levels of ESG as a contingency 
against more schools choosing this route. 
 
 
4 New Homes Bonus (NHB)  
This is available for 6 years so the first allocation awarded in 2011/12 drops out in 
2017/18.  As new NHB has reduced from £1m to £0.5m over the last 3 years the 
MTFS prudently assumes additional NHB of £300k pa for 2016/17, 2017/18 and 
2018/19 (as well as the dropping out of previous allocations in 2017/18 and 
2018/19).  This assumption may need to be revised on the release of the outcome of 
the spending review due on 25th November 2015.    
   
 
5 Local Share Retained Rates 
As National Non-domestic Rates rise in line with RPI inflation similar assumptions 
have been made on these to Top-up Grant.  No additional growth (or reductions) in 
rates has been assumed at this stage on top of inflationary increases but should any 
significant new developments be brought forward in Calderdale these will be 
reflected in future forecasts. Conversely, however, any movement in businesses 
away from Calderdale would impact negatively on the Council’s income.  The 
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forecast additionally assumes that the impact of the business rates revaluation, due 
to take place in 2017, will be financially neutral for the Council. 
 
 
6 Council Tax Increases 
Budget Council agreed indicative Council Tax increases of 1% in 2016/17 and 1% in 
2017/18. However, given the constraints to public funding and the Council’s financial 
position, a 2% increase has been assumed for 2018/19.  Obviously each of these 
years will be subject to ratification at future Budget Councils and any referendum 
limit imposed by Central Government (currently set at 2%).  The forecast also allows 
for a natural increase in the number of homes in Calderdale in line with historic 
trends. 
 
 
7 Use of Balances and Reserves 
The MTFS assumes contributions to/from balances each year to support the budget 
in line with the decisions made at Budget Council and subsequent Council meetings. 
The forecast deficits in 2017/18 and 2018/19 partly reflect the significant use of one-
off reserves and balances in the previous years.  
 
 
8 Fees and Charges  
Previously, the inflation target on fees for Council services meant that the overall 
prices charged for such things as Parking and Sports should have risen by 2% every 
year (on top of any other specific savings targets given to income generating areas).  
Given that a piece of work is to be carried out to try to assess what the correct level 
of charges should be this automatic 2% uplift of income budgets has not been 
assumed in the MTFS.  Any potential increases in fees and charges will be brought 
forward now as savings during the budget process. 
 
 
Expenditure Forecast 
 
The starting point of the expenditure forecast is the budget that was agreed at 
Budget Council in February as adjusted for subsequent approvals by Members.  
 
 
9 Inflation (Pay and Prices) 
The two measures of inflation the Government use are CPI (Consumer Prices Index) 
and RPI (Retail Prices Index). CPI is the government’s main measure of inflation but 
RPI is used in specific cases (e.g. increases in the business rates multiplier and Top-
up Grant).  The 2015 summer Budget indicated that inflation (CPI) is currently 0.1% 
and well below the government’s target of 2%.  The budget anticipated the target will 
be reached by 2020.  However, consumer price rises do not necessarily affect the 
type of expenditure incurred by a Council and it is assumed that Council’s pay 
inflation will follow the public sector pay cap of 1% for the next 4 years. 
 
An allowance has already been made within the budget for pay and large contract 
inflation for the next 2 years. The MTFS forecast for 2018/19 provides for a further 
1% inflation on pay and 2.5% for large contract areas (as they normally have in-built 
inflation clauses). In keeping with previous MTFSs no additional budget will be 
provided for inflation on other general supplies and services.  
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10 Impact of new National Living Wage  
On top of normal inflation the Council is expecting to have to provide for the 
additional exceptional cost on Adult Social Care contracts following the introduction 
of the new National Living Wage (NLW).  The Chancellor announced that the NLW 
would rise from the current (October 2015) rate of £6.70 per hour to £9 per hour by 
2020. Care England recently wrote to Directors of Adult Social Services suggesting 
that home care fees would have to be increased by at least 5% each year to manage 
the change in NLW.  On top of the normal inflationary increase on large contract 
areas, a further 2.5% (roughly equivalent to £1.3m pa) has also been allowed for on 
Social Care Contracts to bring the budgetary increase up to this 5% level.  
 
 
On-going Budget Growth/Pressures 
 
11 Social Services Demographics 
The MTFS traditionally included a general £0.5m allowance for demographic growth 
in Adults Health and Social Care clients.  Members removed this automatic increase 
in recent years on the assumption that the directorate could absorb the budget 
pressures through increased demand management. Indications are that the 
Directorate will no longer be able to contain these significant demographic pressures 
going forwards.  The recent Peer Review highlighted that further work might be 
required to estimate more accurately what these pressures are over the medium 
term.  Whilst this work is carried out an allowance of £500k pa has been assumed as 
a proxy for these rising costs.   
 
12 Previously Approved Savings 
At previous Budget Councils significant savings targets were approved as part of 
Calderdale’s necessary transformation to reflect the new economic realities of a 
changing funding regime.  Some of these individual planned savings are more 
challenging than others.   
 
There is no existing specific allowance in the Council’s budget to deal with the 
possibility of some savings not being delivered but the risks still remain (especially 
within Social Care, CAFM and the Future Workforce Programme).  In the first 
instance balances would have to be deployed to cover any underachievement in 
agreed savings targets. However, as these have been built up to deal with day to 
day issues the Council may face and the MTFS is now forecasting a more beneficial 
position in 2016/17, it is recommended that additional specific provision is made in 
2016/17 of £1.7m to support the budget from savings at risk.  
 
 
13 Other Major Issues 
We have already budgeted for the cost of things such as employers NI contracted-
out rate increasing in 2016/17, the transfer of housing benefit to the DWP and 
specific energy price inflation over the medium term. Additional levy contributions 
required to fund Calderdale’s share of the prudential borrowing element of the West 
Yorkshire Plus Transport schemes have also been brought in to this latest forecast 
along with the expected cost reductions in Treasury Management due to lower debt 
charges.  Should any of these forecasts change or any other issues become 
apparent further updates to this MTFS will be provided. 
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Section 5 Revenue Balances Forecast 
 
General balances are kept to help the Council manage cost, income and other 
fluctuations by providing short term funding to support the MTFS.    
 
The following table shows the level of balances that are currently expected to be 
available at each year end over the period of the MTFS.  The contributions to and 
from balances included in the table have been approved by Members.  It is also 
assumed that any forecast overspends in the current financial year will ultimately be 
absorbed by directorates. 
 
 
 £m 
Estimated Available General Fund Revenue Balances as at 31/03/16 8.5 
Assumed Contribution to Balances in 2016/17 +0.6  
Estimated Available General Fund Revenue Balances as at 31/03/17 9.1 
Assumed Contribution from Balances in 2017/18 -2.2 
Estimated Available General Fund Revenue Balances as at 31/03/18 6.9 
Assumed Contribution from Balances in 2018/19 0.0 
Estimated Available General Fund Revenue Balances as at 31/03/19 6.9 
  

 
 
As can be seen, balances would remain above the minimum requirement of £5m 
throughout the 3 years of this MTFS with £1.9m being available for use as part of the 
budget process. In the current year, however, the first revenue monitoring report is 
forecasting a potential overspend on Children & Young People’s Services of around 
£1.8m. If the overspend cannot be contained within the directorate budget and has to 
be met from balances, the balances would reduce to just over the minimum level of 
£5m by the end of the three year period. There are also further budget pressures in 
the current year such as adult social care and corporate asset and facility 
management which may require support from balances. 
 
It should also be noted that balances are one-off reserves and use of them for 
anything other than for short term issues would not be sustainable.  Given the extent 
of the savings/expenditure reductions which are required over the planning period, 
any additional balances could be used on a one-off basis to support services to 
achieve their reductions. 
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Section 6 Risk and Sensitivity Analysis 
 
Risk Assessment 
 
The Council works closely with regional Councils and other partners such as the 
NHS and Schools Forum, keeping abreast of developments and announcements by 
Government especially through various agencies such as Sigoma and the Local 
Government Association.  The MTFS is a living document which is formally reviewed 
by Council on an annual basis along with intermediate updates for Senior 
Management as further information becomes available. The Council also has a very 
strong risk management framework in place.   The core of this framework is set out 
in the Corporate Risk Management Strategy and Corporate Risk Register.   In 
addition to the corporate register, each directorate has its own operational risk 
register which integrates with the relevant directorate performance management 
strategy, improvement plans and budgets. These corporate and directorate risks are 
now being brought together into one document. Some of the key risks for the MTFS 
are:-  
 

• The lack of a three year government settlement (and Spending Review) 
makes medium term financial planning less robust 

• EU Regulations and planned referendum    
• Insurance and Other Claims  
• Impact of political uncertainties on the Local Economy (e.g. the new National 

Living Wage, benefits changes)    
• Potential non-achievement of previously agreed savings targets 
• Continuing demographic and other pressures on social care 
• Uncertainty surrounding NHS funding transfers (especially Better Care Fund) 
• Significant dependence on one-off reserves/balances to support the budget 

 
Sensitivity Analysis 
 
The Council’s current forecast contains a number of assumptions (the key ones 
being set out in Section 4) which impact on the level of its income and expenditure.  
Changes in these assumptions can have a fundamental effect on the bottom line 
savings the Council may need to make over the next 3 years.  
 
It is more difficult than normal to predict all three years of the MTFS as government 
funding is as yet substantially unknown (although some broad indication has been 
given in the recent summer Budget).  As the MTFS position this year though shows a 
range between two broad scenarios of 25% and 40% Government cuts, it is felt that 
the usual approach to a best and worst case sensitivity analysis is less appropriate. 
Instead, the impact of a 1% change on our main assumptions has been calculated 
and can be seen in the following table:- 
 

 
Assumption 

Impact 
£m 

Business Rates Growth +/-1%  
Pay Awards +/- 1% 
Council Tax +/- 1% 
RPI Inflation +/- 1% 

+/- £0.3m 
+/- £0.9m 
+/- £0.7m 
+/- £0.4m 



15 
 

Section 7 Summary and Conclusions 
 
The Council has already put plans in place to make savings of £86m at the same 
time as delivering a Capital Programme which will result in the investment of £116m 
over the next 4 years in Calderdale including £32m in Halifax Town Centre.  This will 
be financed from a combination of government grants, the sale of surplus assets and 
the use of borrowing where appropriate.   
 
The forecast suggests that the savings now required in 2017/18 could be between 
£7m and £13m which is in line with previous forecasts.  This savings gap increases 
on a cumulative basis to between £20m and £30m in 2018/19 mainly due to contract 
and pay inflation, substantial cuts to Government funding and the use of one-off 
reserves to support the budget in the previous year. 
 
Some developments are within the Council’s control such as the provision of 
additional budget for inflation and growth.  Other factors are only partly under 
Council control (e.g. Council Tax which is subject to a government approved limit) 
and others are not under our control at all (transfers of responsibility, academies, 
Government grant etc). 
 
Due to all of the above, in addition to the Council’s central/base scenarios, changes 
to the most significant assumptions have also been modelled so that the upside and 
downside risks to the Council’s strategy can be seen. It should be stressed though 
that the final outcome will depend on how these variables turn out. 
 
As in previous years a budget process will need to be initiated to identify the level of 
savings forecast within the MTFS. It is felt that the Council should concentrate its 
efforts on delivering its existing savings targets and identifying further savings for 
2017/18 using the mid way point between the two base scenarios, i.e. £10m, until 
the forecast can be updated as a result of the spending review in November.  This is 
in line with previous forecasts and would involve translating the existing themed 
savings targets into more detailed proposals. There is some scope to utilise the 
£1.9m of spare balances on a short term basis but unless these are replenished with 
more savings, a permanent reduction would occur weakening the Council’s financial 
resilience. This would also be dependent upon the Council being able to contain 
existing budget pressures. The budget process will also need to involve planning for 
further savings of at least £10m in 2018/19 (on top of those for 2017/18).  
 
Although the potential reductions forecast in the MTFS are high and are after 
significant efficiencies have already been achieved, they are not unprecedented and 
the Council should be confident it can rise to the challenge it faces given the savings 
that have been delivered to date. 
 
The MTFS also highlights the position on the Capital Programme.  It is currently 
forecast that there will be a £1m surplus assuming the addition of £2.1m from 
reserves and £2.1m of future asset sales being generated.  The Economy & 
Investment Panel is carrying out a review of the Capital Programme including the 
prioritisation of future schemes so the use of any surplus resources will be 
considered as part of that process. 
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