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North Somerset Council 

 

REPORT TO COUNCIL 

 

DATE OF MEETING: 8 JANUARY 2019 

 

SUBJECT OF REPORT: MEDIUM TERM FINANCIAL PLAN & REVENUE 

BUDGET UPDATE 

 

TOWN OR PARISH: ALL 

 

MEMBER PRESENTING: LEADER OF THE COUNCIL & THE EXECUTIVE 

MEMBER FOR FINANCE  

 

KEY DECISION: N/A 

 
 

RECOMMENDATIONS 

 
The Council is asked to note: 
 

i. The updated budget projections as at the end of December 2018 within the Medium 
Term Financial Plan; 
 

ii. The next steps and timescales for finalising the MTFP and setting the 2019/20 revenue 
budget, as set out in the report. 
 

iii. The alternative budget proposals which will be presented to the meeting for discussion 
and consideration within the 2019/20 budget. 

 
 

1. SUMMARY OF REPORT 

 
Reports to both Council and the Executive over recent months have provided details of the 
Council’s Medium Term Financial Plan (MTFP) forecasts, which have taken account of the 
anticipated levels of resources available and the projected increases in demand and cost of 
services for the period 2019 to 2024. 
 
The MTFP modelling had required the council to identify savings of over £10m in order to 
balance the budget for the 2019/20 financial year, something which has become incredibly 
challenging given that savings of c£100m have been incorporated into the council’s budgets 
since 2010. 
 
This report updates the MTFP forecasts for changes that have occurred to previous planning 
assumptions, as well as reflecting the details contained within the Governments provisional 
financial settlement which was announced on 13 December 2018, and advises on the revised 
revenue budget gap. 
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As in previous years the financial impacts of the council’s capital programme decisions and 
treasury management policies will be fully integrated within the revenue budget report which 
will be presented to the Executive on 5 February 2019. However separate reports covering 
both of these areas in detail will be presented to the Executive at the same meeting. 
 

2. POLICY 

 
The MTFP is a core strategic document which aims to support delivery of the council’s 
Corporate Plan, and which looks ahead at the key financial challenges and opportunities for 
the council over a five-year horizon. In addition, there is a legal requirement to produce a 
robust revenue budget for the 2019/20 financial year along with relevant council tax bandings 
and rates. This will be published and approved by Council in February 2019.  
 

3. DETAILS 

 
3.1 Updated resource assumptions  
 
Government funding 
 
The council previously accepted the Governments’ 4-year funding settlement which means 
that the baseline components and values included within the provisional local government 
finance settlement, announced on 13 December 2018, were broadly in line with previous 
forecasts although there were changes to two specific grant elements and the MTFP 
resources table will be updated for the following items; 
 

• The council will receive £467k more S31 grant than anticipated, largely as a result of 
the governments’ decision to re-distribute the business rate Levy Account surplus, 
 

• New allocations of New Homes Bonus grant were announced which will reduce the 
amount of grant to be received in 2019/20 by £463k. 

 
In addition to these changes the government also confirmed the major new “one-off” funding 
announcements that were made by the Chancellor in the Autumn Budget in respect of social 
care pressures, and set out the allocations for each council.  Funding totalled £650m and 
comprised of two elements:  
 

• Winter Pressures Funding - £240m of additional funding has been allocated in 
2019/20 for councils to spend on adult social care services to help alleviate winter 
pressures on the NHS. This is an extension of the £240m that was announced at the 
Conservative party conference in October 2018 for 2018/19, and has stringent 
reporting conditions. The allocation of this grant for North Somerset Council is £924k. 
Further details have been reported to the Executive. 
 

• Social Care Support Grant - a further £410m has been allocated in 2019/20 for social 
care. The government indicated that councils should use this additional funding to 
“ensure that adult social care pressures do not create additional demand on the NHS”. 
Councils have been given more flexibilities than the winter pressures funding and can 
use this grant to fund social care services for older people, people with disabilities and 
children. The allocation of this grant for North Somerset Council is £1,578k.  

 
It should be noted that the grant allocations for next year are one-off in nature and therefore 
only a short-term funding resource and will not provide the longer-term solution that is 
required to address the underlying cost pressures within the councils’ budget. The 
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government is still not clear where and when the Green Paper to address this will be 
produced. 
Other areas to note within the provisional settlement include; 
 

• Council Tax Thresholds – unitary and county councils, London boroughs, the GLA 
and fire and rescue authorities will be able to increase their core Band D council tax 
up to a maximum cap of 3% in 2019/20, to ensure that the Band D keeps pace with 
other inflationary measures. In North Somerset Council, an increase of 1% would 
broadly equate to approx £1m using the new tax base. 
 
Other thresholds are in place, e.g. police and crime commissioners will be able to 
increase their precept by up to £24 per year, the maximum increase in 2018/19 was 
£12 per year. 
 

• Adult Social Care Precept – the government created an adult social care precept in 
2015 which allowed councils to increase their council tax by an extra 2%. In 2016 this 
policy was extended and allowed for a maximum increase in council tax of 6% during 
the period 2017/18 to 2019/20. The council reached this maximum in 2018/19. 
 

• New Homes Bonus grant – no further changes were made to the way that the NHB 
grant is calculated for 2019/20, and the government confirmed that the baseline growth 
level will remain at 0.4%. This means that councils will only receive grant for increases 
beyond this threshold. Should the baseline threshold have been increased, then the 
council’s share of NHB grant would have been reduced by more than the £463k shown 
above.  
 

• Business rates retention and pilots – the government previously announced that 
the local share in the Business Rate Retention Scheme (BRRS) will increase from 
50% to 75% in 2020/21, although it is anticipated that the increase in local share will 
be fiscally neutral and will therefore be matched by transfers of Revenue Support 
Grant, public health or other grants as well as transfers of responsibility. Specific 
details on grant allocations and transfers are still awaited and so the council cannot 
project the financial impacts in these areas.  
 
The government has been modelling and testing the various funding scenarios that 
may be introduced as part of the transition to the new framework, by way of its 75% 
Pilot authority programme. This also provides councils the opportunity to understand 
and plan for the new system, as well as gain a temporary funding benefit in respect of 
grant allocations. The council was not successful in its bid to become a new Pilot 
authority for 2019/20 which means that there will be no change to the current MTFP 
resource forecasts.  
 

Council Tax Base & Income 
 
Before setting its council tax charges, the council has a statutory duty to set its tax base 
between 1st December and 31st January each year, ahead of the following financial year, 
and the tax base is required to be based on the valuation list on a ‘specified day’ of the 
previous year, i.e. 30 November 2018. The tax base information must be passed to the Town 
and Parish Councils and other major precepting bodies in order that they may calculate their 
precepts, which is requested by the end of January in order that the full figures can be shown 
in the Council Tax Setting report to Council in February. 
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Under the regulations the council tax base is the aggregate of the ‘relevant amounts’ 
calculated for each valuation band, multiplied by the authority’s estimated collection rate for 
the year. The relevant amounts are calculated as the number of chargeable dwellings in each 
band shown on the valuation list on a specified day of the previous year, adjusted for the 
following: 

• the number of discounts and reductions that apply to those dwellings, 

• the number of new properties expected to become taxable over the 16 months from 
the specified day on a pro rata basis, 

• the estimated collection rate applied to cover collection risk factors 
 
The proposed tax base for 2019/20 is 79,371.8 chargeable ‘Band D’ properties, which is an 
overall increase of 1,368.3 Band D equivalent properties from the previous year.  These 
calculations assume an estimated property margin of 99.2%, this being an allowance which 
takes into account potential adjustments and movements within the calculations in respect of 
the phasing of house-building timescales, discounts, as well as collection levels.  
 
The increase in the tax base has been derived from the following movements: 

• increase in number of chargeable Band D properties as a result of housing growth, 

• reduction in number of Band D properties in receipt of council tax support 
 
 
3.2 Other changes to the MTFP 
 
Growth pressures 
 
Having reviewed the details supporting the funding announcements for social care, including 
the winter pressures grant, it is clear that some additional costs will need to be incurred by 
the council in order to deliver on the governments’ ambitions, as well as to stabilise the local 
provider market where necessary.  
 
These requirements include areas such as improving hospital discharge times and 
processes, undertaking weekend and out of hours’ assessments, providing advice and 
building capacity within domiciliary care markets and also funding core contract costs. As a 
result additional growth of £1.324m will be included within the People and Communities draft 
budget to cover these anticipated obligations and cost pressures. 
 
This action would mean that the council will increase its adult social care spending budgets 
by a total of £4.074m in 2019/20.  
 
It is proposed that a further sum of £400k be included within the council’s corporate 
contingency budget in an effort to reverse reductions actioned in prior years and provide 
additional capacity for unfunded pressures. This would increase the budget to £900k, which 
equates to approximately 0.6% of the revenue budget.  
 
Savings proposals 
 
All aspects of the MTFP continue to be reviewed and assessed to ensure that the draft budget 
is robust and supported by latest forecast data. Other changes include updates to the 
following savings proposals; 

• Removal of CSD15 - £95k increase in council tax income – this saving will still be 
delivered although for accounting purposes has been subsumed into the councils’ tax 
base calculation and the income is now reflected within the increased resource total 
shown above, 
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• Removal of CSD7 - £50k public health – after completing various due diligence 
assessments this proposal has been withdrawn from the MTFP to remove any double 
counting with the core public health savings proposals. 

 
A full list of the current savings proposals is shown in Appendix 1.   
 
Council Tax Support Scheme 
 
The council has a requirement to adopt a council tax support scheme by the 11 March each 
year, and in order to do this it must consider whether to revise or replace the scheme currently 
in place. There is no statutory obligation for a billing authority to revise or replace the current 
scheme although an annual review should take account of a range of issues including policy 
changes to benefits and to claimants’ circumstances. Changes were made to the 2018/19 
scheme however, the MTFP for next year assumes that no further amendments will be made 
and the current council tax support scheme will remain in place during 2019/20. 
 
Schools budgets – high needs pressures 
 
On 16 December 2018, the government announced £250m of additional national funding for 
High Needs, which will be distributed to councils through the Dedicated Schools Grant (DSG). 
The high needs funding system supports provision for children and young people with special 
educational needs and disabilities (SEND) from their early years, to age 25. The additional 
funding will be apportioned equally between the 2018/19 and 2019/20 financial years and 
has been allocated on the basis of Office for National Statistics projections for the 2 to 18 
year-old population in each local authority. North Somerset’s share is £458k in each of the 
financial years 2018/19 and 2019/20.  
 
There are a number of options as to how this funding is used within the DSG, and these are 
being worked through. However, it should be noted that there appears to be an expectation 
from the Department for Education that this additional funding will mean that there should be 
less of a requirement for high needs expenditure to be funded from the ‘schools block’ in 
2019/20. 
 
In addition to the £250m of revenue grant funding, the government also announced £100m 
of capital funding to support creating more specialist places in mainstream schools, colleges 
and special schools; the council will receive its capital allocation in the Spring. 
 
 
3.3 Updated revenue budget forecast 
 
The updated information received during December has been incorporated within the 
council’s MTFP revenue budget forecast and a summary of the movements is shown below. 
 

 £000 

Revenue budget gap reported to Executive, December 2018 1,950 

  

Net increase in resources -2,860 

Increase in growth allocations 1,804 

Changes to savings proposals 145 

  

Revised revenue budget gap for 2019/20 1,039 
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3.4 Approach to addressing the financial gap 
 
As previously reported to the Executive, the council’s financial planning shows an extremely 
challenging position for the year ahead as cost and demand pressures for our services 
continue to increase whilst resources remain at broadly similar levels to the current financial 
year, meaning that savings proposals of approximately £10m have been considered and 
already included within the latest revenue budget forecasts for 2019/20.  With a revised 
budget gap of £1.1m still remaining however, this is clearly not enough and further work must 
be completed in order to set a balanced budget for next year.  
 
The December 2018 report outlined various options to be considered to address the budget 
gap, some additional information has been received since that time as well as further work 
undertaken. It is proposed that the council will continue to explore the following areas during 
January 2018; 
 

• Resources – council tax income levels could be reviewed and increased beyond the 
modelled level of 1.75%, up to the 3% cap confirmed within the provisional local 
government finance settlement. 
 

• Resources - income levels relating to business rates and associated grants will be 
reviewed following receipt and submission of the forecast NNDR return. 
 

• Commercial investments – a short-term financial benefit for 2019/20 could be 
generated should the timeframes associated with the investments be amended. 
 

• Explore any other areas of charging with a view to increase income generation beyond 
existing levels. 
 

A full list of current savings proposals was discussed at the Members briefing on 10 
December 2018, and the summary equalities impact assessments, have been published on 
the councils’ website. 
 
 
3.5 Timetable for setting the 2019/20 revenue budget 
 
The council is required to set a robust revenue budget for 2019/20 by the end of March 2019, 
and the proposed timetable is as follows: 
 

What When Who 

Update on resources and MTFP planning assumptions 
and consideration of Alternative budget proposals 

8/1/2019 Council 

Budget consultation Jan 2019 Members, 
stakeholders, 
equalities groups 

Recommend a budget and council tax levels to Full 
Council 

5/2/2019 Executive 

Approval of 2019/20 revenue and capital budgets and 
council tax levels 

12/2/2019 Council 

 
 
3.6 Alternative budgets 
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The Executive will consider alternative revenue budget proposals which are put forward by 
other political groups. It is anticipated that these budgets or items will be presented to the 
meeting and Members should note the details of such proposals and consider whether they 
wish to incorporate any items within the draft budget to be presented to the Executive at its 
meeting in February 2019. 
 
 

4. CONSULTATION 

 
The government expects that local authorities will be able to demonstrate that they have in 
place mechanisms to ensure that 'representatives of local people' are being appropriately 
informed, consulted or involved in services, policies or decisions that affect or interest them.  
 
The councils’ previous focus has been on specific savings proposals which particularly impact 
on service users and the general public. Budget proposals will be scrutinised by Member 
panels, shared with the public as well as other key stakeholders such as local business, 
partner organisations and other groups such as the equality related forums.  
 
Individual savings proposals that impact directly on service users will be subject to specific 
consultation arrangements prior to implementation. 
 

5. FINANCIAL IMPLICATIONS 

 
Financial implications are contained throughout the report. 
 

6. LEGAL POWERS AND IMPLICATIONS 

 
The Local Government Act 1972 lays down the fundamental principle by providing that every 
local authority shall make arrangements for the proper administration of their financial affairs, 
although further details and requirements are contained within specific local government 
finance legislation. The setting of the council’s budget and the resultant council tax levels for 
the forthcoming year is an integral part of the financial administration process.  
 

7. RISK MANAGEMENT 

 
In setting the revenue and capital budgets, the council takes full account of the known key 
financial risks that may affect its plans. The most significant financial risks are either being 
explicitly provided for in the base budget or are covered by either the unallocated contingency 
budget, the Corporate Risk Reserve or Working Balances.  
 
The residual uncertainty of local government finance including business rate retention, the 
wider economic conditions and fairly short-term nature of funding settlement attracts a high 
degree of risk in terms of financial planning.  
 
Officers will continue to test the impact of varying key assumptions in the medium term 
financial strategy to assess the sensitivity of the indicative budget figures. This informs 
decisions about the level of working balances needed to provide assurance as to the 
robustness of the budget estimates.  
 
A risk register is continually updated which reflects the most significant areas of the council’s 
financial planning, although at this time some of the most significant risks are shown below;  

• Potential legacy over-spending from 2018/19; 
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• Increasing costs of looked after children; 

• Increasing demand for services for the elderly and adults and children with complex 
disabilities; 

• Stability of and increasing costs in the social care market; 

• Additional demands for education services for those with SEND 

• Continued inflationary pressures; 

• Financial pressures facing the health economy and their impact on our income and 
expenditure; 

• Ability to identify robust, deliverable and timely budget action plans and savings 
proposals to close the budget gap, which are not counter-productive and which 
minimise impact on individuals and communities; 

• Our ability to invest and regenerate in order to create income and growth 
 

8. EQUALITY IMPLICATIONS 

 

In considering its vision, ambitions and financial planning the council should be mindful of its 
Public Sector Equalities Duties to have due regard to the need to:  

• eliminate unlawful discrimination  

• advance equality of opportunity; and  

• encourage good relations between groups.  
 
As per previous years, we will undertake thorough Equality Impact Assessments, (EIA), for 
all significant budget savings plans. Summary EIAs have been placed on the council’s 
website during December 2018 with detailed EIAs for specific proposals being published in 
early January 2019. Equalities stakeholder group will also consider these assessments 
during January 2019.  
 

9. CORPORATE IMPLICATIONS 

 
The Corporate Plan and MTFP are vital tools to help align effort across the organisation and 
ensure that services are all pulling in the same direction. With continuing national austerity, 
at least in the short-term, it is essential that the councils’ limited resources continue to be 
prioritised and allocated in line with the identified priorities.  
 

10. OPTIONS CONSIDERED 

 
The council is required to formally approve a revenue and capital budget for 2019/20. This 
could be undertaken as a stand-alone annual process. However, we have adopted, and will 
maintain a 5-year funding horizon and MTFP period which sets the context in which annual 
budgets are set.  
 

AUTHORS 
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