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         Appendix E 

Medium Term Financial Strategy  

The Medium Term Financial Strategy (MTFS) is the Council’s key financial planning 

document.  

The MTFS forms part of the ‘Blaby Plan’ which brings together the Council’s 

Community Plan, the Corporate Plan, the MTFS and the People Strategy. 

The current MTFS document contains a financial forecast which is updated each 

year to reflect the changes to funding. This update has been extended to include the 

year 2021/22 to ensure the Council continues to consider the financial picture with a 

long term strategic view and have an understanding of the financial resources 

available. 

The Council made a submission to the Department for Communities and Local 

Government in October 2016 and accepted the 4 Year Settlement spanning years 

2016/17 to 2019/20.  

The future funding envelope extending after 2019/20 has little degree of certainty 

given, there are changes to Funding in future years with the Fair Funding Review 

and Business Rate Review, both of which are expected to take effect from 2020/21. 

The future funding estimates within the MTFS do therefore take into account any 

information that can be gained from the national picture and documents within the 

public domain on this subject. 

Whilst the future funding levels are uncertain it is not unrealistic to assume there will 

continue to be funding reductions or higher demand placed upon the Authority.  With 

this in mind it is important that the Authority understands the potential future funding 

gaps and scenarios have been included to illustrate possible financial impacts of the 

changes.  

For this current version the provisional budget of 2019/20 has been used as the base 

expenditure to roll forward to establish the budget requirement for future years 

however, priorities and services may have to be revised to ensure the Council 

remains financially sustainable. 
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Financial Summary  

 

 

Forecast Net Revenue Expenditure

2019/20 2020/21 2021/22 2022/23

£ £ £ £

Net Direct Expenditure - Portfolio 1 11,318,700 11,325,008 11,595,336 12,019,224

Minimum Revenue Provision 2 913,484 1,135,013 1,363,634 1,418,748

Contribution to/(from) Earmarked Reserves 3 (184,996) 0 0 0

Total Net Expenditure 12,047,188 12,460,021 12,958,970 13,437,972

Adjustment for Forthcoming Costs 4 211,146 217,481 224,006 230,726

Net Revenue Expenditure 5 12,258,334 12,677,502 13,182,976 13,668,698

Funding Envelope

2019/20 2020/21 2021/22 2022/23

£ £ £ £

Revenue Support Grant 6 0 0 0 0

Redistributed NNDR (including S31 Grant) 7 (3,933,267) (4,094,700) (4,182,780) (4,379,880)

New Homes Bonus Grant 8 (2,851,626) (2,977,434) (3,048,148) (3,031,130)

(6,784,893) (7,072,134) (7,230,928) (7,411,010)

Council Tax Surplus 9 (13,383) 0 0 0

Council Tax 10 (5,294,368) (5,543,234) (5,797,101) (6,055,968)

Funding Envelope (12,092,644) (12,615,368) (13,028,029) (13,466,978)

Funding Gap/(Surplus) 165,690 62,134 154,947 201,720

Sensitivity Analysis

2019/20 2020/21 2021/22 2022/23

£ £ £ £

Funding Gap/(Surplus) from above 165,690 62,134 154,947 201,720

Phasing out of New Homes Bonus 0 750,000 1,500,000 2,250,000

Resetting of NNDR Baseline 0 1,878,850 1,926,080 1,952,000

Damping 0 (1,501,494) (1,585,764) (1,622,436)

Adjusted Funding Gap/(Surplus) 165,690 1,189,490 1,995,263 2,781,284
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Forecast Assumptions 

Set out below is a commentary relating to the key assumptions that have been made 
in drafting the future financial forecast.  
The numbering relates to the lines of the Forecast Revenue Budget table. 
 

1. Net Direct Expenditure has been compiled by rolling forward the 2018/19 
draft budget numbers and applying inflationary factors where appropriate to 
the elements.  Key areas of note are:  

 
o Establishment Costs – An increase of 3% has been allowed for year on 

year in relation to establishment costs, which includes basic salaries, 
employer’s national insurance, and employer’s pension contributions. 

o Other Costs – Where contractual arrangements exist any contractual 
uplift has been allowed for and where applicable an inflationary rate of 
5% for utilities, and 3% for other costs has been included year on year.  

o Income – In this draft estimate an inflationary uplift of 3% has been 
applied to the 2018/19 income levels for non statutory fees and 
charges, or where it is deemed applicable. 

 
2. Minimum Revenue Provision (MRP) is based upon the current level of 

capital expenditure that results in a MRP charge.  The bulk of this charge is 
related to the purchase of fleet vehicles but historic Disabled Facilities 
Grants also contribute to this charge.  

 
3. Contributions to/(from) Earmarked Reserves represents the release of 

reserves to support the budget requirement.  
 

4. Additional Resource Requirement – not yet included.  
 

5. Net Revenue Expenditure is the resulting expenditure figure to match the 
available funding.   

 

 6/7. Revenue Support Grant/Redistributed NNDR Together these form the 
Council’s core grant funding and now includes growth generated from 
Business Rates. Only figures for 2019/20 are confirmed in the 4 year 
settlement.   

 

8.  New Homes Bonus Grant (NHB) This is the total grant forecast to be 
received based on the current mechanism and distribution of NHB. It 
assumes that in years 2021/22 onwards £750k will be generated from the 
increase in new homes each year.  The hurdle growth rate of 0.4% has been 
maintained at the current level for future years.  

  

9.   Council Tax Surplus represents the amount of Council Tax Collected 
above the anticipated collection rate.  
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10.  Council Tax represents the expected revenue received from Council Tax 
billed. For modelling purposes, no increase has been included.  An assumed 
uplift in tax base has however, been included year on year to reflect the 
continued development of housing in the district.    
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Financial Risks 

 New Homes Bonus (NHB) When the New Homes Bonus commenced it was 

a non-ring fenced grant introduced to encourage the building of new housing. 

This, in effect, was top sliced from the existing funding streams for local 

government and therefore has provided an alternative source of funding as 

the core grant has been reduced.  In the early years Blaby was in the position 

to support local housing schemes with some of the New Homes Bonus. 

However, in recent years it has been necessary to include the NHB as a 

source of funding to underpin the budget requirement.  

 

In 2019/20 £2.9m of NHB has been utilised to fund the budget requirement.  

 

The future of NHB is very uncertain and poses a future financial risk for the 

Council. There is little mention of the future of NHB in the Fair Funding 

Review and it is unclear whether there will be any damping allowance should 

NHB Funding be removed. Indications are currently that if NHB is removed it 

will be done on a phased basis with no future payments being received. If this 

were to be the case this would  remove £750k from the NHB funding each 

year from 2020/21, with a  cumulative impact of removing £3m from the 

funding envelope by the 4th year (2023/24). This has been modelled within the 

sensitivity section of the Financial Summary to illustrate the potential impact of 

this change.  

 

 Business Rates Retention Reform 

The recent consultation suggested that this will take effect in the year 2020/21 

at the same time as the results of the Fair Funding Review is expected to be 

implemented.  

The overriding question will be how this additional retention locally will be 

distributed between Districts and County Councils given the financial 

pressures being experienced by County Councils because of Social Care 

costs.  In addition, it is suggested that there will be a full Business Rate 

Baseline reset. If there is a full reset of the Baseline the Council may lose the 

benefit of any significant growth that has been generated in recent years. This 

element of the changes to Business Rates provides a substantial risk to the 

Council which could result in growth being lost. The potential impact of this 

change is shown in the sensitivity section of the Financial Summary.   

Blaby will benefit from any future growth in Business Rates, however 

quantifying the benefit is not yet possible.   
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 Fair Funding Review  

The recent consultation suggests that this will take effect in the year 2020/21. 

Whilst the consultation details considerations that are being taken into 

consideration it is not possible to assess how Blaby District will be impacted 

by this change. How future changes are softened through a ‘damping process’ 

will be key as to how Blaby’s financial position may change.   

 

 County Council Funding Reductions. The County Council has openly 

illustrated the level of funding cuts that they will be required to make over the 

coming years. Whilst we can plan to mitigate any obvious impacts of this, 

some are more subtle and the increased demand that results from this is 

difficult to quantify financially. This is a considerable risk to which we will put 

financial values to as and when we are in a position to do so.  

 

 New Demands from Residents. Blaby has an ageing population which 

brings with it challenges such as dealing with dementia and issues such as 

loneliness. What role Blaby will play in our community to combat these 

challenges and what different demand this drives for services that are needed 

have not yet been identified.  


