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EAST HAMPSHIRE DISTRICT COUNCIL 

COUNCIL 22 February 2018

REVENUE AND CAPITAL BUDGET 2018/19 AND 
MEDIUM TERM FINANCIAL STRATEGY TO 
2022/23

Report Of the Chief Finance Officer

FOR DECISION

FINANCE PORTFOLIO - Councillor Ferris Cowper 

Key Decision: No

1. Purpose of Report

1.1 To provide Council with the proposed 2018/19 Revenue and Capital Budget, 
Reserves and Balances, and Treasury Management Strategy and the Medium 
Term Financial Strategy (MTFS).

2. Recommendation

2.1 That Council

a) approves the proposed Revenue and Capital Budgets for 2018/19, 
including a council Tax rate of £131.11 at Band D, representing a 0% 
increase on the current charge;

b) agrees the Treasury Management Strategy and Prudential Indicators.

c) Notes the Cabinet decision of 8 February 2018 to apply during 18/19 a 
minimum increase of 1.5% to those fees and charges that are not 
otherwise constrained by statute, to be determined by the Chief Finance 
Officer in consultation with the Leader and Finance Portfolio Holder.

3. Budget Summary and MTFS 2018/19

3.1 The 2018/19 initial budget position for next year is as follows:

Forecast
£’000

Estimated Contribution (Surplus)/Deficit 12,483

Other Operating Income & Expenditure 887

Net Movement in Statutory and Usable Reserves (1,736)

Net Expenditure 11,634
Council Tax, Business Rates Income (11,634)
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(Surplus) / Deficit -

4.0  Budget Process for 2018/19

4.1 The Budget Process for 2018/19 focused on building new budgets (Zero Based 
Budgeting) to ensure alignment of financial and operational requirements to the 
Councils strategic, operational and financial priorities. 

4.2 Service Managers have been asked to build their budgets up from a zero base, 
and to produce a clear business plan to justify the submitted budgets.  

4.3 The Executive Board reviewed the initial budget submissions at the end of October 
and, in early November, undertook reviews of the position with each of their 
Service Heads. 

4.4 Formal challenge sessions were undertaken with each service by a panel 
consisting of the Leader, Finance Portfolio Holder, Chief Executive and Chief 
Finance Officer.  

4.5 The results of the Executive Board and challenge sessions has been to agree a 
number of income and expenditure initiatives to continue to drive forward the 
commercial and efficiency agendas.  

4.6 These do not come without some risk and a high-level risk assessment has been 
completed by the Directors.  This is attached at Appendix H.

4.7 The outcome of these reviews was incorporated into the draft budget.

4.8 The first draft of the Revenue and Capital Budget including the Medium Term 
Financial Strategy (MTFS) was presented at Cabinet Briefing on 18th January 
2018.

4.9 Adjustments agreed at that meeting and following further discussions between the 
Leader and Finance Portfolio Holder have been processed into budget. 

4.10 Renegotiation of several contracts are still subject to commercial negotiation and 
have not yet been reflected, estimates are included based on current contract 
terms. 

4.11 There are a number of risks and uncertainties implicit in the draft numbers, which 
are detailed below:

5.0 Net Revenue Budget

5.1 The 2018/19 Budget has been prepared on the following basis:

 Council Tax:  The budget proposals assume that Council Tax will be frozen 
for 2018/19 representing £131.11 at Band D, and will remain at this level for 
the period of the MTFS, growth in Council Tax Income will come from growth 
in property numbers only.

 Revenue Support Grant and New Homes Bonus:  Revenue Support Grant 
for East Hampshire has now ceased; the New Homes Bonus is included 
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within the budget and includes an additional £310k above the anticitpated 
level within the MTFS.  The New Homes Bonus Scheme is still under 
consultation and the key points being consulted on are outlined in the risks 
section below.

 Parish Support Grant: Up until 2017/18 the Council continued to pay a 
support grant to Parishes although this has not been due since changes to 
the Council Tax Support Scheme in 2013/14.  The commitment by the 
council was to continue to pay the support grant whilst it still received 
Revenue Support Grant, as this has ceased Cabinet have agreed to not fund 
the grant from this financial year, 2018/19.

 Retained Business Rates: Since 2013/14, the Council has been allowed to 
retain a proportion of Business Rates. The budget estimate for 2018/19 are 
now complete and reflect the Council’s final NNDR1 return, submitted 31st 
January.  Risks surrounding business rates estimates are detailed below.

 Fees and Charges: It is a District Council function to approve the budget 
framework and the council tax amount annually after other billing authorities 
have agreed their charges and in time for annual tax billing. The February 
Full Council meeting formally exercises this power. The Leader or the 
Cabinet is empowered to make changes to the District Council’s fees and 
charges and to determine the Fees and Charges Schedule, provided the 
changes and the schedule are within the budget framework set annually by 
the Council. The Full Council notes the Fees and Charges Schedule 
annually. The recommendation is to apply during 2018/19 a minimum 
increase of 1.5% to those fees and charges that are not otherwise 
constrained by statute.  This has been included within the estimates.

 Salary budgets: The 2018/19 budget assumes a 2% pay award, the living 
wage uplift, and that those who are entitled to increments will receive them. 
Pension contributions have also been increased by 1% in line with the rates 
provided by Hampshire Pension Fund.  The MTFS includes increase of 1% 
per annum for uplifts in pension contributions and an annual pay award 
provision of 1% year on year.

 Strategic Property Investment Strategy:  The Council approved in the last 
financial year a Treasury Management Policy and Prudential Indicators which 
provided a framework for an investment strategy, funded through borrowing 
of up to £200m over the life of the Council’s MTFS with a £40m per annum 
cap.  In November 2017 £40m was drawn down from the Public Works Loan 
Board to fund several new investments.  In December 2017 Council 
approved the removal of the £40m annual cap to enable flexibility to 
purchase investments in an increasingly competitive market.  Due to the 
current highly competitive market and increasing demand for high quality 
investment assumption within the 2018/19 budget and MTFS remain 
cautious, assuming £40m will be drawn per annum.

 6 Councils: Refreshed contract and Client team cost estimates are not yet 
agreed and therefore, estimates continue to be based on 2017/18 MTFS 
expectation. 

6.0 Budget risks
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 New Homes Bonus: In 2017/18, the government set its housing growth 
baseline, above which New Homes Bonus is applied, at 0.4%. This baseline 
is currently under review. Further consultation is underway on further 
changes to the award. These changes include linking the payment to housing 
delivery tests or other measures of the quality of planning decision making, 
and excluding payments in respect of housing permissions granted on 
appeal.  The government is also consulting on whether NHB funding should 
be directed to National Park Authorities to reflect planning decisions made by 
the Park authorities rather than the Councils. The budget estimates reflect 
the current award communicated through the provisional Settlement.

 Business Rates: The Council experienced larger than forecast deficits on 
the business rates collection funds. This was largely due to a review of 
appeals provision calculation. A continuing high level of appeals would 
require an increase in provision, reducing the Council’s retained income.

7.0 Medium Term Projections to 2022/23

7.1 The Council’s Medium Term Financial Strategy has been updated using the results 
of the budget process as a revised baseline.  This is included at Appendix B and 
demonstrated the Councils ongoing ambition to not rely on government grant and 
annual uplifts in council tax.

7.2 It has been produced on the basis of ongoing commercialisation of services and 
the challenging targets of investment income to be delivered from the Property 
Investment Strategy over the life of the MTFS.  The combination of these two 
strategies will ensure that the Council maintains a sustainable surplus over the 
period of the MTFS.

8.0 Capital Summary 2017/18 and proposals received.

8.1 The current approved Capital position is shown at Appendix C and shows spend of 
£9.9m against the capital programme, and a forecast spend of £36.6m by 2017/18 
year end.  The summary currently reflects the £40m drawn down from the Public 
Works Loan Board and the properties acquired and completed to date, there are a 
number of other properties currently under offer which are expected to complete 
by the end of the financial year.

8.2 A number of Capital bids have been received in addition to existing unapproved 
bids and these are attached at Appendix D for consideration. If these bids are 
supported, detailed business cases will be brought to Cabinet for approval, 
following which they will be added to the approved programme. 

8.3 The most significant new proposal relates to a Heat network project, which 
requires match funding to replace the existing fossil fuel boiler at Penns Place and 
the Taro.

9.0 Revenue reserves position

9.1 A summary of the reserves position is provided at Appendix E

9.2 The reserves position includes the following assumptions:

- impact from the MTFS and current year on the General Fund 
demonstrates that the General Fund would hold an estimated £10.1m at 
the end of the MTFS.
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- Includes the impact of approved capital programme on reserves only.

- That external funding currently held on balance sheet will be fully utilised
by the end of the MTFS period.

10.0 Treasury Strategy

10.1 The Council’s Treasury Management Strategy is attached at Appendix G. The 
policy has been refreshed for 2018/19 and will apply from the 1st April 2018.

10.2 The Treasury Strategy currently assumes that the Borrow to Invest strategies will 
continue at the borrowing levels detailed earlier within this report.

10.3 Certain aspects of the Treasury policy, including interest rates and prudential 
indicators, are draft pending the finalisation of the budget position and will be 
finalised prior to Council.

11.0 Appendices:

o Appendix A – 2018/19 Proposed Budget

o Appendix B – MTFS projections 

o Appendix C –  Capital summary 2017/18 

o Appendix D – Capital bids and current unapproved projects 2018/19

o Appendix E – Reserves position 2017/18 

o Appendix F – CFO Statement

o Appendix G – Treasury Management Strategy

o Appendix H – Budget Challenge Assumption with RAG rating

o Appendix I – Business Rates Projections 2018/19

o Appendix J – Schedule of current Fees/Charges and Prices (note:this 
schedule was approve in September 2017 and will be used as a baseline for the 2018/19 
review, this does not reflect any changes that may have been agreed and adopted since 
that date of approval)


