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COUNCIL STRATEGY AND MEDIUM TERM FINANCIAL STRATEGY 

(2019/20 to 2021/22)

Cabinet Date 18 July 2018

Leader of Council 

Finance and 
Change 

Cllr Mark Hawthorne

Cllr Ray Theodoulou

Key Decision Yes 

Background 
Documents

Current Medium Term Financial Strategy and detailed budget for 2018/19 
Council Strategy 2018/19 update

Main Consultees Consultees will include the public, partners, scrutiny, schools and staff

Planned Dates July 2018 to February 2019

Divisional 
Councillor

Countywide

Officer Jo Walker – Strategic Finance Director (01452 328474)

Jane Burns – Director : Strategy and Challenge (01452 583848)

Paul Blacker – Head of Financial Management (01452 328999)

Purpose of Report To set out the overall context and outline the process / timetable for 
producing the Council Strategy and Medium Term Financial Strategy for 
the period 2019/20 to 2021/22.

Key 
Recommendation

That Cabinet agree the proposed process for reviewing and developing the 
Council Strategy and the three-year Medium Term Financial Strategy 
covering the period 2019/20 to 2021/22.

Reasons for 
Recommendation

To ensure that the Council has a robust process for formulating the 
Council Strategy and MTFS covering the period 2019/20 to 2021/22.

Resource 
Implications This report deals with the financial budget from 2019/20 onwards.
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Background

1. The Council Strategy and Medium Term Financial Strategy (MTFS), including the 
detailed budget for 2018/19, were agreed by Council in February 2018. The Council 
Strategy sets out the Council’s vision, values and priorities, and provides the main 
framework against which we monitor our future progress and performance.  

2. The Council Strategy for 2018/19 has been updated to reflect the progress we have 
made, and the MTFS finalised in the context of the financial settlement for 2018/19, 
issued by the Government in February 2018. 

A Council Strategy

3. The current Council Strategy (2018/19) was agreed in February 2018. It is a bridging 
document before a major re-write this year. It will be developed to reflect the Council’s 
ambitions for enhanced place-based leadership and recently refreshed organisational  
Values:-

 
 Accountability: We do what we say we will
 Integrity:  We are honest, fair and speak up
 Empower:  We enable communities and colleagues to be the best we can
 Respect:  We value and listen to each other
 Excellence:  We continually improve through listening, learning and innovation.

4. It is expected to be approved with the MTFS by Full Council in February 2019. 

B Funding – 2019/20 to 2021/22

5. The financial settlement in February 2016 provided an offer to local authorities of 
financial security to 2019/20.  The Council accepted this offer as a minimum funding 
deal to gain more financial security along with over 95% of other Councils.  The 
expectation is therefore that key elements of the main settlement funding assessment 
for 2019/20 are fixed at these levels with no further cuts imposed, however this will not 
exclude the Council from receiving its share of any new funding announced by the 
government.  

6. In terms of the amount generated from Council Tax Table 1 below assumes that the 
Council Tax increase will be 1.99% per annum for the period 2019/20 to 2021/22 plus 
an additional 2% Adults Social Care Levy in 2019/20. It is not currently anticipated that 
the flexibility to charge an Adults Social Care Levy will be extended beyond 2019/20.

7. For 2018/19 the Council was given the additional flexibility to increase Council Tax by a 
further 1% to a maximum of 3% - the Council choose to apply a total increase of 2.49%. 
It is not anticipated that that this additional flexibility will continue into 2019/20. The 
Council generates an estimated £2.8m for every 1% increase in Council Tax. 

8. Table 1 uses the four year funding settlement, the finance settlement in February 2018 
and the assumed Council Tax increases to forecast future funding for 2019/20. 
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9. Beyond 2019/20 funding forecasts are less certain – further clarity is not anticipated 
until after the Fair Funding Review has concluded and the results included in the draft  
finance settlement due to be published in December 2019. In the interim a series of 
assumptions have been used following extensive financial modelling and discussions 
with the council’s external advisers Pixel.  This has resulted in the estimated funding 
figures shown for 2020/21 and 2021/22.  The assumptions include; ending of the 
additional Adult Social Care Levy, continuation of Improved Better Care Funding, no 
continuation of the one year Business Rate Retention pilot and the estimated impact of 
the move to a 75% BRR scheme in 2020/21.

Table 1

2018-19 2019-20 2020-21 2021-22
£ millions £ millions £ millions £ millions

Revenue Support Grant 0.00 8.04 -10.90 -13.80
Business rates 93.60 75.48 114.98 117.24
Other Grants 12.23 19.20 19.60 20.57
Council Taxpayers 282.80 296.95 307.27 317.94
Affordable Budget / Forecast Funding 
before Public Health Grant and Reserve 
Transfer

388.63 399.68 430.95 441.95

Public Health Grant 24.27 23.63 0.00 0.00
Reserve Transfer 0.58 0.00 0.00 0.00
Affordable Budget / Forecast Funding 
Available 413.48 423.31 430.95 441.95

Funding Sources

* The Council was a Business Rate Pilot during 2018/19, so no Revenue Support Grant (RSG) was 
received with this grant instead being part of the Business Rate total.
* Public Health Grant becomes part of the Business Rates Retention Scheme from 2020/21, so is no 
longer a separate grant stream.

10. Other Grants have increased significantly in 2019/20 due to the final instalment from the 
Improved Better Care Fund.  It is anticipated that this funding will continue at 2019/20 
levels in the period 2020/21 to 2021/22, given the negative impact nationally if this is 
removed.

11. Revenue Support Grant - the Council would have received over £19 million in 2018/19 
had it not been a Business Rate Pilot. It is assumed to reduce in 2019/20 and then 
become negative in 2020/21 and beyond due to the introduction of 75% Business Rate 
Retention in 2020/21. Negative RSG occurs when an authority’s Settlement Funding 
Assessment (SFA) is greater than its Baseline Funding Level (BFL), as determined by 
Central Government.  For the majority of authorities, SFA will still be greater than BFL in 
2019/20, but for those authorities with “negative RSG”, their SFA has been cut to such 
an extent that it is lower than their BFL.  This means that instead of receiving an RSG 
payment, they will have to return some of their “funding” to Central Government. Central 
Government has indicated that it will review the impact of “negative RSG” in advance of 
the 2019/20 finance settlement - having removed it from the 2017/18 and 2018/19 
settlements.  Current predictions are that the Council will not be affected by negative 
RSG in 2019/20 with £8 million expected to be received (a cut in RSG of over £11 
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million from 2018/19), however it could impact on future years settlements.  Modelling 
for future years has therefore introduced an element of negative RSG, and until the 
Spending Review takes place for 2020/21 and beyond, will continue to be modelled into 
funding assumptions.

12. Taking all these funding assumptions into account Table 1 shows that the total forecast 
funding available in 2019/20 will facilitate a budget of £423.31 million, some £9.38 
million (or 2.4%) higher in cash terms than the 2018/19 budget approved by Council as 
a result of the additional Improved Better Care final instalment increasing Council Tax 
and the final year of the Adult Social Care Levy..  

13. With regard to future years, based on current information available and the assumptions 
discussed above, indicative funding forecasts are £430.95 million in 2020/21 and 
£441.95 million in 2021/22. 

Funding Issues:-

Fair Funding Review

14. The technical consultation on the fair funding review was published alongside the local 
government provisional financial settlement on the 19th December 2017, running until 
12th March 2018.  Further consultations are expected during the year.

15. The current system of annual funding allocations is very complex involving over 120 
indicators of need, which reflect historical factors that have been identified as driving 
costs of service delivery.  The National Fair Funding Review is reviewing the underlying 
needs formula and distribution methodology used in order to simplify the model by 
common cost drivers such as population, sparsity and deprivation, which are relevant, 
objective, distinct, stable and future proof.    

16. The Council will review and feed back as necessary on the consultations as well as 
lobby through the Local Government Association (LGA) and County Councils Network 
(CCN) as appropriate.  Of particular importance will be “transition” (or damping) 
arrangements that are put in place, so that authorities can develop financial plans with 
some knowledge of the potential “worst-case” scenario.  The design of this “transition” is 
going to be crucial, as well as the amount and timing of transition allowed. 

17. Consultation papers are expected over the summer months, with the new formal being 
implemented with the new Spending Review from 2020/21.

Funding for Adult Social Care

18. There is widespread recognition that there is significant pressure on Adult Social Care 
budgets. In recognition of this pressure the Government have introduced a series of 
funding mechanisms. These funding mechanisms are a series of one-off or time limited 
funding. 

19. The funding mechanisms include;
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 Adult Social Care Levy – the Council have used this mechanism to increase Council 
Tax by an additional 2% per annum in 2016/17, 2017/18 and 2018/19 and current 
funding assumptions are that this power will be used to raise Council Tax by 2% per 
annum in 2019/20. There is no power to use this mechanism to generate additional 
Council Tax income in 2010/21 and beyond.

 Adult Social Care Grant – an additional one-off grant of £2.5 million was created 
during 2017/18, and continued into 2018/19 at a reduced level of £1.6 million.  There 
are no indications that this one off funding will continue into 2019/20.

 Additional Social Care Funding – as part of the Government Budget in March 2017 
and additional £2 billion funding was announced for Adult social care funding. 
Gloucestershire’s element of this funding was £10.6 million in 2017/18, £7.2 million 
in 2018/19 and £3.6 million in 2019/20. This funding ceases in 2019/20.

 Improved Better Care Fund – this is £6.8 million in 2018/19 rising to £13.3 million in 
2019/20. There is no detail beyond this but for financial planning purposes the  
scenario presented assumes that this funding will continue at 2019/20 levels, given 
the “cliff edge” faced nationally should it cease..

20. The current environment of increasing pressures and uncertainty about long term 
funding means that Adult Social Care is likely to be a significant issue that needs to be 
addressed in the Council’s medium and long term financial planning. 

21. A long term funding solution has not been announced however central government is 
expected to publish a green paper on funding social care later this year which will be 
subject to full public consultation. The results of this review and public consultation are 
expected to be included in the finance settlement for 2020/21. 

Business Rate Retention (BRR)

22. The Local Government Finance Act 2012 introduced a BRR scheme at a 50:50 split 
between central and local government (central and local share) from 2013/14.  For 
Gloucestershire as a whole the 50% local share is split between the districts and the 
county as a two tier area, 40% to districts and 10% to the County.  

23. On 1 September 2017 central government published an invitation to local authorities to 
pilot 100% BRR for one year, 2018/19, and to pioneer new pooling and tier split 
arrangements.  The Council, together with district colleagues, was successful in its bid, 
and for 2018/19 is a 100% BRR Pilot at a 50/50 split.  Early indications are that this will 
lead to additional one-off income for the Council of around £4.6 million.  There are 
currently no indications that the current 100% BRR Pilot will continue into 2019/20 – so 
it is assumed that for 2019/20 the Council will revert to the 50% scheme.

24. Latest indications from Central Government are that 100% BRR will no longer be 
implemented as initially planned and instead we will move to a 75% scheme from 
2020/21.  Tier splits in this new system are unknown however for modelling purposes, 
based on advice from our external consultants, we have been assumed a 25 / 37.5 / 
37.5 central / district / county split.   

25. As a result of the BRR Pilot in 2018/19 20% of the gain will be available for the Strategic 
Economic Development Fund (SEDF).  Predictions are that the Pilot will result in an 
additional £9.2 million for Gloucestershire as a whole, therefore the SEDF allocation is 
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predicted to be £1.8 million.  This £1.8 million will be available to fund strategic 
economic development projects that benefit the whole of Gloucestershire.

Dedicated Schools Grant (DSG) and National Funding Formulas (NFF)

26. The NFF for schools and high needs was implemented by central government in 
2018/19. 

27. For 2018/19 and 2019/20 the schools NFF is not used to allocate funding direct to 
schools, but is used to allocate funding to local authorities who then continue to 
determine individual schools’ budgets in consultation with the Schools Forum. 

28. For 2019/20 the minimum funding per pupil in the NFF increases from £3,300 to £3,500 
in primary schools and from £4,600 to £4,800 in secondary schools. Further details on 
the exact NFF funding allocations for 2019/20 are anticipated to be received in 
December 2018. Spending plans and how the NFF will be implemented for the years 
beyond 2019/20 will be set out by the Government in a future spending review.

C Spending Pressures

29. In addition to addressing potential funding challenges and uncertainties the MTFS and 
detailed annual budgets will also need to fund unavoidable cost increases. A detailed 
process is in place to identify, calculate and challenge the financial impact of these 
pressures for the period 2019/20 to 2021/22. The outcome of this process will be 
included in the draft MTFS that will be considered by Cabinet in December 2018 and 
will form the basis of the 2019/20 budget consultation process.

30. Known spending pressures include;
 increased demand and costs associated with the support for vulnerable Children and 

Adults
 demographic growth 
 on-going improvements associated with the OFSTED report
 increasing waste tonnages
 highway maintenance
 educational High Needs
 contractual inflation
 pay inflation
 national living wage

D Savings Proposals

31. As part of the MTFS and budget setting process approved in February 2018 the Council 
approved part three of the transformation programme – known as Meeting the 
Challenge 3 (MTC3). This is a three year savings programme covering the period 
2018/19 to 2020/21 – these savings proposals will be reviewed as part of the budget 
setting process and will be included in the draft consultation budget which will be 
considered by Cabinet in December 2018. 
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E Timeline

31. The proposed timetable for developing the 2019/20 to 2021/22 budget is as follows: 

Stage 1 – May to September 2018 – Review of funding, spending pressures and 
savings proposals.

Process to include:
 technical review/challenge to be undertaken by finance and performance;
 review of progress in delivering existing Council Strategy commitments;
 review of the delivery of the MtC3 programme;
 formulation of detailed proposals across the council for consideration as 

part of a priorities/policy and performance review;
 review of possible capital investment priorities
 review of use of Dedicated Schools Grant and all other major revenue 

grants.

Stage 2 – October 2018 – Preparation of detailed budget proposals for 2019/20 and 
overview proposals for 2020/21 to 2021/22

Stage 3 – December 2018 – Confirmation of financial settlement and preparation of the 
Council Strategy MTFS and budget proposal for 2019/20 to 2021/22 for 
submission to Cabinet on 12th December 2018.

Stage 4 – December 2018 – January 2019 - Formal consultation with the public and 
stakeholders on the detailed budget proposal.  

Stage 5 – January 2019 - Group Leaders, Spokespersons and Scrutiny discussions on 
detailed budget proposals for 2019/20 to 2021/22.

Stage 6 – February 2019 – Council Strategy and budget approved by Council

Officer Advice

32. The Council is required to produce a Council Strategy and MTFS. Officers recommend 
the processes and timeline set out in this report and will, wherever possible, use 
existing financial and performance processes in order to keep the additional burden on 
the Council to a minimum.

Risk Assessment

33. There are a number of key risks relating to the MTFS in the future and these include:
 The increased demand experienced in Adult and Children’s Social Care in 2018/19, 

particularly in Children’s post Ofsted.
 7 day working in Social Care
 The future of the Better Care Fund and Improved Better Care Fund.
 On-going impact of the National Living Wage. 
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 Deliverability of the saving proposals.
 Local Government Funding Changes
 Spending against High Needs Block
 DSG Changes

Equalities considerations

34. A detailed Due Regard Statement accompanies the existing Council Strategy and 
MTFS. This will be updated throughout the development of the new documents.

Performance Management / Follow-up 

35. Monitoring of adherence to the Council Strategy and MTFS will be undertaken under 
normal performance and finance monitoring procedures during 2019/20.


