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EALING COUNCIL 

MEDIUM-TERM FINANCIAL STRATEGY (MTFS)  
2012/13 – 2014/15  

 
1 .BACKGROUND  
Ealing’s Medium Term Financial Strategy (MTFS) is reviewed and refreshed on an 
annual basis as part of the budget process and was last considered and approved by 
Cabinet on 22 February 2011 and Full Council on 1March 2011 when it agreed the 
budget for 2011/12. 

 
The strategy highlights that the Council will face ongoing reductions in funding over 
the medium to longer term given the current state of public finances. The 
Comprehensive Spending Review 2010 (CSR10) reduced Local Authority funding by 
28% over four years and the resultant Formula Grant for Ealing was only set out with 
any clarity for 2011/12 and 2012/13. Estimates of funding for future years have been 
made but should be considered as indicative only at this stage. The key factors 
contributing to the ongoing budget gap are inflation, the ongoing loss of Government 
grants and service pressures. It is also clear to the local government finance 
community that the year following the 4-year Comprehensive Spending Review 
period (2015/16) will see further significant cuts in local government funding and a 
need to continue the programme of budget savings far beyond 2014/15. 
 
The national and European economies remain in a difficult state, with major 
concerns around the future of the euro currency and other European economies. but 
interest rates remain very low, with base rate remaining at a historic low of 0.5%. 
Economic growth has been low and some commentators are warning of a further 
recession. Against this unsettled background it is important that the Council has a 
level of reserves that allows it to withstand unanticipated financial impacts of future 
developments at a local and national level. 
 
The Councils financial standing is sound and it has responded well to the pressures it 
faces. The Council again spent within its budget for 2010/11 with a modest increase 
in the general fund balance at year-end, providing a strong base for the Council to 
face the challenges in 2012/13 and beyond. The Statement of Accounts for 2010/11 
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were finalized and audited without qualification, meeting the statutory deadline of 
30th September 2011. This was a positive outcome for Ealing with the 
implementation of International Financial Reporting Standards (IFRS).  
 
Despite these achievements, the MTFS has been produced at a challenging time for 
the Council, there is little room for manoeuvre on finances and continuous delivery of 
savings will be required to maintain financial stability. 
 
Council Priorities (including a further freeze on Council tax in 2012/13) 
The main driver for the MTFS is the administration's desire to provide high quality 
services in the line with Council priorities and resident needs at the least possible 
cost to council taxpayers. At a time when household budgets are under pressure 
Ealing remains committed to maximizing the use of its resources towards its priorities 
whilst keeping Council Tax at an affordable level. The Administration has indicated it 
wishes to freeze council tax for 2012/13, using the one-off £3.1M council tax freeze 
grant that has been offered, noting the advice of the Executive Director of Corporate 
Resources as Section 151 officer, however, that the Council will have to find 
additional savings in future years to be able to deliver a balanced budget, as this 
grant is only for one year.  
 
The MTFS flows from the Councils Corporate Plan 2010-14 and shows what the 
Council will do to ensure a stable and sustainable financial position that will allow the 
Council to achieve its vision and strategic objectives over the next three years, 
delivering on the key objective of value for money, low council tax and high quality 
services for Ealing residents. Maintaining the Council’s financial resilience ensures 
the effective delivery of services during a difficult economic period and significantly 
reduced funding. 
 
The Council’s top 5 priorities are: 

• Make Ealing Safer 
• Secure our Public Services 
• Secure Jobs and Homes 
• Make Ealing Cleaner 
• Deliver Value for Money 

 
2.  OBJECTIVES OF THE FINANCIAL STRATEGY 
 
• Prioritise resources to align spending plans with the Council’s vision and 

strategic objectives and resident priorities 
• Maintain council tax as low as possible (with a further freeze in 2012/13)  
• Maintain a balanced budget position, and to set a medium term financial 

plan maintaining and strengthening that position  
• Provide a robust framework to assist the decision making process 
• Undertake a prudent level of capital investment to meet the Council’s 

strategic priorities and remain within prudential borrowing limits 
• Manage Council finances within the context of a forward looking three 

year rolling business planning framework 
• Deliver value for money to local taxpayers 
• Exercise probity, prudence and strong financial control  
• Manage risk, including strengthening reserves as appropriate & 

sustainable levels of debt 
• Continually review budgets to ensure resources are targeted on key 

objectives  
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The financial strategy covers the period 2012/2015 and sets out the resource issues 
and principles that shape the Council budget; it identifies current issues and 
considers potential developments / related issues that are likely to provide the basis 
for future revenue and capital budgets. The Housing Revenue Account (HRA) is not 
included, as a separate budget and Business Plan is produced for the HRA. This was 
presented to Cabinet for approval on 24 January 2012. 
 
Over the past seven years the Council has made significant progress in the 
achievement of its strategic financial priorities. The Council’s financial position has 
strengthened with the General Fund balance increasing from £2.2M as at 31 March 
2004, to a forecast £15.2M at 31March 2012.  
 
The MTFS supports all other Council strategies, such as the asset management 
strategy and the People Strategy.  In particular, it acts as a linchpin linking the 
Council's more detailed service plans, asset management plans and capital plans 
with the longer term to show that the Council's plans are financially achievable.   
 
3. NATIONAL CONTEXT -UPDATE ON THE ECONOMY  
 
The Financial Strategy has been formulated within the context of the current fragile 
UK economic recovery from the credit crunch induced recession.  
 
Recent economic forecasts have emphasised the weakness of the domestic and 
European economies and the disappointing level of economic recovery to date. 
Future growth forecasts have been downgraded and there remains a considerable 
risk that another global financial crisis will lead to a renewed recession. Official 
interest rates remain at the historic low of 0.5% and the Bank of England recently 
extended the Quantitative Easing to try and further stimulate the economy. 
 
The medium term outlook remains uncertain and economic recovery continues to be 
slow, fragile and protracted and there are considerable down side risks. 
 
Each month, HM Treasury compiles a survey of financial forecasts from respected 
institutions. The latest published forecasts in the table below  show that it is generally 
felt that whilst inflationary pressures are likely to subside over the next year, GDP 
growth will remain very weak, and unemployment is not likely to improve. 
 

 2011 2012 
GDP Rate % 0.9 0.6 
Inflation – CPI % 4.6 2.1 
Inflation – RPI % 5.2 2.7 
Unemployment (claimants) / millions 1.62 1.77 

 
The Office of Budget Responsibility set out its forecasts in the Autumn Statement on 
29th November, and the overall picture painted is that weak UK growth in conjunction 
with the European debt crisis, price increases in relation to fuel and agriculture, weak 
Global demand and the economic uncertainty that this all brings about, mean that 
tough challenges still lie ahead for the economy, and the squeeze on householders is 
likely to continue for some time yet. 
 
The Chancellor is continuing with a 2% target for inflation as measured by the 
Consumer Price Index (CPI).  Whilst CPI is currently above target at 4.2% the Bank 
of England in its latest inflation report does not expect CPI to return to trend until 
2012.  The following graph, taken from the Bank of England’s last inflation report of 
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November 2011, shows that CPI is predicted to fluctuate around the 2% level (the 
government’s target level) until 2013.   
 

 
 
Both RPI and CPI have been consistently above the target over the past 24 months 
as shown in the following graph.  CPI inflation now stands at 4.2% and RPI 4.8%. 
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4. THE ECONOMY AND THE COUNCIL’S INVESTMENTS 
 
One of the most significant possible ongoing impacts of the wider economy for Ealing 
is in the area of its treasury management investments.  
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The Council continues to minimise the risks to the Council, accepting that the rate of 
return on the investments will be lower as a result. The separate and detailed annual 
treasury management strategy document presented to members for approval as part 
of the budget setting process goes into this in greater detail.  
 
Growth in the UK economy is forecast to be weak over the next two years and 
there is a risk of a technical recession. Bank Rate, currently 0.5%, underpins 
investment returns and is not expected to start increasing until quarter 3 of 2013 
despite inflation currently being well above the Monetary Policy Committee 
inflation target of 2%. Hopes for an export led recovery appear likely to be 
disappointed due to the Eurozone sovereign debt crisis depressing growth in the 
UK’s biggest export market. The Comprehensive Spending Review, which seeks 
to reduce the UK’s annual fiscal deficit, will also depress growth during the next 
few years.  

This difficult and uncertain economic outlook has several key treasury management 
implications.  
 
The Eurozone sovereign debt difficulties, most evident in Greece, provide a clear 
indication of much higher counterparty risk. This continues to require the Council to 
restrict lending to much higher quality counterparties and also for shorter time 
frames. Investment returns are therefore likely to continue remain relatively low 
during 2012/13.  
 
The Council therefore continues to regard security of the principal sum it invests as 
the key objective of its treasury management activities. 
 
5. OTHER IMPLICATIONS OF THE NATIONAL ECONOMIC SITUATION 
 
The other potential implications for Ealing of the wider economic situation include: 
 

• The Council may find it harder to collect sums due to it, for example for 
council tax and business rates. Despite the increased pressures, to date the 
performance on income collection has been strong. 

  
• The Council will face increased demand for its services to assist residents 

falling into hardship. 
 

• Government funding is tighter with public spending reduced even further than 
forecast . 

 
• The Council may find its suppliers and contractors at risk of liquidation, 

potentially affecting delivery of services.  
 

• The Council may realise less value from planned property or asset disposals 
due to the falling property market.  

 
• Next Comprehensive Spending Review expected to be very challenging and 

current funding assumptions may be optimistic 
 

• Inflationary pressures greater than assumed 
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6. PUBLIC EXPENDITURE PLANS  
 
The coalition government has made significantly reducing the public sector deficit 
within four years an urgent key priority. The government set a four-year financial 
framework for local government as part of the Comprehensive Spending Review in 
October 2010.  
 
The spending review set out a real terms reduction of 28% in local authority grant 
funding over the next four years. Capital funding support to local authorities was 
reduced by 45% over the same four-year period.  
 
The council received a two-year grant settlement covering 2011/12 and 2012/13 and 
the government intends to adopt a new distributional system for funding councils 
from 2013/14 based on business rates retention.  
 
The council’s formula grant funding was reduced by £20.4M (12.3%) in 2011/12 and 
by £13M (8.4%) in 2012/13. Further significant grant funding reductions are 
anticipated in the medium term forecast for 2013/14 and 2014/15 but the scale of 
these remains highly uncertain. 
 
The announcements in respect of the Department for Communities and Local 
Government (DCLG) demonstrated some of the largest reductions for any 
Government Department and that the reductions in the main Formula Grant for local 
authorities would be front-loaded with the biggest reductions in 2011/12.  
 
The government is now under further pressure to revise its deficit reduction 
programme following evidence that the economy remains in financial difficulty and is 
unlikely to improve in the short term, 

Ministers have refused to rule out further reductions in local government funding 
before 2015 as a result of the Chancellor ‘plans for fresh public sector wage caps. 
The Chancellor said in his autumn statement in November that public sector pay 
awards would be capped at an average of 1% for each of the two years after the 
current pay freeze comes to an end in 2013 and this raises the possibilty of further 
cuts to council funding as a result of the policy. 

This means that the Council must maintain its cautious stance regarding likely 
revenue grant funding from Government as outlined in the budget setting report in 
March 2011. 
 
Government Consultation on localising support for council tax benefit proposes that 
the current national scheme is replaced by a locally determined council tax benefit 
scheme delivering a 10% saving from 2013/14. The key features of the proposal are;  
 

o No change in the current level of council tax benefit for pensioners  
 

o Local schemes should provide an incentive to work, avoid disincentives and 
not undermine the universal credit taper  

 
o Local schemes to be integrated into the council tax system  

 
o Councils are free to collaborate to reduce costs and manage risks  
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o A 10% saving to be taken by central government (equating to £3.5M for 
Ealing)  

 
o Councils will bear the take up demand risk  

 
The Medium Term Financial Strategy forecast assumes a risk factor of £3.5M (10% 
of grant), however uncertainty is high and risk and volatility will be increased.  
 
The Government also wishes to reduce the cost of public sector pensions and 
following on from the recent Hutton review commissioned by the government there 
may be changes to employees’ contribution levels to the Pension Fund.  
 
The most recent actuarial review as at 31 March 2010 of the Pension Fund 
concluded a number of positive factors which did not require any significant variation 
in the Council’s employers contribution level overall. These factors included:- 
 

o The Ealing Pension Fund investments have performed relatively well although 
since that review investments generally have been volatile and affected by 
overall poor stock market performance. 

 
o The Government has switched the rate for future pensions increases from the 

Retail Price Index (RPI) to the historically lower measure of the Consumer 
Price Index (CPI) which benefits the Fund financially. 

 
The outcome of the actuarial review was factored into the Budget for 2011/2012 and 
whilst no change was needed in terms of the overall contribution level for the 
Council, the implications of a reducing workforce may require a further adjustment by 
the Council from 2013/2014 or subsequent financial years. The next actuarial review 
in 2013 will address this issue. 
 
7. GRANT 
 
FORMULA GRANT 
 
The level of formula grant is a key driver in the budget process as it funds around half 
the Councils net revenue budget.  
 
The Council’s formula grant funding from central government was significantly 
reduced in 2011/12 and will be again in 2012/13. The Councils grant remains at the 
minimum floor level and the Government and the public expect Council Tax to be at 
an affordable level. This at a time when expectations on the Council to continue to 
provide efficient and effective services remain high.   
 
The Provisional Local Government Finance Settlement was published on 8 
December 2012 and this confirmed the previous figure notified in January 2011 that 
formula grant for 2012/13 (excl the freeze grant for the 2011/12 council tax freeze) 
would be £132.346M. This represents a decrease of 8.4% on the previous year. 
Ealing’s formula grant in the medium term budget model is set out below: 
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 Formula 
Grant (ii) 

£m 

Change 
% 

2011/12  (notified) (i) 145.352  
2012/13  (notified) 132.346 -8.4 
2013/14  (forecast) 130.758 -1.2 
2014/15  (forecast) 120.820 -7.6 

 
(i) using the Governments own like for like figures which adjust for the rolling into 

formula grant of specific grants 
(ii) Excluding the freeze grant here in respect of the 2011/12 council tax freeze to show 

like-for-like change. 
 
The table shows the current forecast for Government Formula Grant over the MTFS 
period. 2015-16 is not covered by the Governments current spending plans. However 
the view is that overall Local Government funding is likely to continue falling until at 
least 2016-17. The MTFS model will continue to be updated as greater clarity is 
provided by the Government on their medium term funding plans and the results of 
the next major spending review expected in 2013 for 2014-15 to 2017-18. The view  
within local government finance is that cuts to government funding will more than 
likely be of a similar magnitude to the reductions within CSR10 which led to 7% per 
annum reductions to Local Government. A 7% cut in 2015/16 for example would 
equate to further grant loss of £8.5M. 
 
Following consultation the government confirmed its plans on the business rates 
retention scheme on 19 December. The key features of the proposals are;  
 

o No authority to be worse off at the start than they would have been under 
formula grant. 2012/13 Formula Grant will be the baseline, excluding New 
Homes Bonus and Council Tax Freeze Grant 

 
o The scheme will be funded within the announced spending review totals with 

top slicing taken out to fully fund the New Homes Bonus Scheme.  
 

o A proportion of future business rate growth to be kept by councils to 
incentivise economic development.  

 
o There will be ‘tariff and top-up’ authorities, whereby those authorities that 

collect more business rates than they receive in Formula Grant will be 
required to pay a tariff to government and those authorities that collect less 
(like Ealing) will receive a top-up 

 
o Councils bear the risk of reducing business rates in their area (subject to 

safety net). 
 

o Any future grant income increases will be linked to business rate growth 
rather than to population and government funding totals as is currently the 
case for formula grant.  

 
The aim is to allow Councils to retain business rates growth. The proposed system 
however waters down the benefits through the complicated and opaque nature of the 
proposed redistribution system to the extent that the Council will not only not reap the 
full benefits of growth but also make it very difficult to undertake effective financial 
planning over the medium to long term. 
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No changes are being proposed to the financial forecasts in the medium term 
strategy at this stage as there are considerable gaps in detail, which make it difficult 
to project specific impact. Further reports will be made to Cabinet as the 
Governments’ proposals are clarified. 
 
Specific Grants  
 
The Government, as signalled in the Spending review, removed the ring-fencing on a 
number of grants and moved the specific grants into Formula Grant in 2011/12 (e.g. 
Supporting People).  
 
Some specific grants were transferred into the Dedicated Schools Grant in 2011/12, 
others transferred to the Early Intervention Grant or Formula Grant at a reduced 
quantum, and many ceased completely from 2011/12.  
 
 
8. COUNCIL TAX POLICY  
 
The Council’s policy is to minimise Council Tax over the period of the Medium Term 
Financial Strategy. It has continued to deliver on the Council’s commitment to an 
affordable level of council tax, with residents benefiting from the council tax being 
frozen in 2009/10, 2010/11 and 2011/12. The Budget for 2012/13 has been 
constructed around the Administrations wish to freeze council tax again in 2012/13. 
 

Band D Council Tax  

 Ealing 

(excl GLA) 

Outer London  

(excl GLA) 

National Average 

2011/12 Nil  Nil Nil 

2010/11 Nil  0.2% 1.8% 

2009/10 Nil  2.2% 3.0% 

2008/09 1.89% 3.3% 3.4% 

  
The Council’s approach is to deliver an affordable but prudent and realistic level of 
Council Tax over the period of the MTFS. The Council needs to ensure that it has 
adequate resources to meet its statutory and mandatory obligations and its priorities. 
 
The proposed local Band D Council Tax for 2012/13 is £1,059.93, meaning that 
Council tax levels will have remained unchanged since 2008/09 in Ealing.  The 
Council will continue to work to ensure the right balance of council tax and spend is 
achieved throughout the three year MTFS period, in accordance with its business 
and financial planning framework and process and in the context of the Councils 
overall strategic priorities. 
 
The advice of the Executive Director of Corporate Resources as Section 151 officer 
is that there are funding risks in accepting the freeze grant and not increasing council 
tax in 2012/13. Whilst there are difficult economic conditions and financial pressures 
upon many in the community, because of the limits imposed by the Government on 
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the size of council tax increases, if a rise is foregone this year, the Council will not be 
able to to recover the loss of income to its resource base in future years. 
 
 
9. DELIVERING THE COUNCIL’S PRIORITIES   
 
The role of the Council’s financial planning process is to support the achievement of 
the Council’s Strategic Goals, Corporate Plan and Community Strategy.  
The Council has five priorities that respond to residents' concerns and to ensure the 
delivery of high quality, cost effective services. 
 

• Make Ealing Safer 
• Secure our Public Services 
• Secure Jobs and Homes 
• Make Ealing Cleaner 
• Deliver Value for Money 

 
Over the last four years the Council has successfully delivered low council tax levels 
(significantly below both the national and outer London average) and high quality 
services.  
 
The strategy reflects the above and all known implications arising from published 
strategies and plans across the Council and joint plans agreed with partners and 
other stakeholders which include the following;  
 

 The Corporate Plan 2010-2014; * 
 Cultural Strategy; 
 ICT Strategy; 
 People Strategy: 
 Transport Strategy; 
 Housing Strategy  
 Community Safety Strategy; 
 Risk Management Strategy; 
 Treasury Management Strategy; and 
 Childrens and Young Peoples Plan.  

 
 * Link to corporate plan  

http://www.ealing.gov.uk/info/200631/strategies_plans_and_partnerships/300/corpo
rate_plan_and_community_strategy 

 
This MTFS contains the most up to date information at the time of drafting but the 
Council's financial position is dynamic. The Council faces a number of financial 
uncertainties that could affect the Council's financial position over the medium term, 
including:- 
 

• Central government policies, including legislative change, which may require 
additional expenditure in areas that would not otherwise be Council priorities. 

• Changes in interest rates. 
• The impact of market forces on costs, particularly with regard to major 

contracts and the local employment market. 
• The raising of community expectations, leading to additional demand for 

services or improved services. 

http://www.ealing.gov.uk/ealing3/export/sites/ealingweb/services/council/corporate_plan/_docs/corporate_plan.pdf
http://www.ealing.gov.uk/ealing3/export/sites/ealingweb/services/council/corporate_plan/_docs/corporate_plan.pdf
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10. BUDGET REVIEW PROCESSS 
 
The Council uses a rigorous priority led budget process, established in 2005 and now 
fully embedded, which helps to assess service budget proposals and bids for growth 
against the Council’s vision and priorities. Departmental budget options are reviewed 
each year at a series of confidential officer Budget Review meetings in the Autumn. 
These Budget meetings are challenge sessions on the direction of travel of service 
divisions, in terms of finance and performance. Service ideas and proposals are 
presented by the relevant Executive Director and Service Directors with the relevant 
portfolio holders also in attendance.  These meetings do not constitute formal 
decision-making bodies. The objectives of the review process are as follows: 
 

• To provide directorates with an opportunity to submit proposals for growth 
and savings compared to the current business plan for the three-year period. 

• To provide a mechanism for challenging departments’ proposals and how 
they meet corporate priorities in a robust and constructive fashion 

• To measure these proposals against the prevailing financial situation 
including the savings requirement. 

• The outcome of the process is a set of business plan options put forward for 
consideration by the Cabinet, Overview and Scrutiny committee and final 
consideration by full Council at its statutory budget-setting meeting in 
February. 

11. COUNCIL’S BUSINESS AND FINANCIAL PLANNING TIMETABLE  
 

Date Activity 
April Commence work on strategic budget and service planning. 
May Report to Cabinet setting out the financial environment, efficiency 

targets issued to services 
June Budget strategy and process to Overview & Scrutiny Committee 
Oct Budget Review Meetings  
Nov Cabinet/Corporate Board review budget options 
Dec Local Government Provisional Settlement 

Cabinet receives preliminary budget proposals including savings  
Budget proposals to Overview & Scrutiny Committee 

Jan Local Government Final Settlement 
Budget proposals to Cabinet and Overview & Scrutiny Committee 

Feb Cabinet approves budget proposals and recommends to full Council. 
FULL COUNCIL APPROVES BUDGET AND COUNCIL TAX 

 
 
12. FORECAST SPENDING LEVELS –THE MEDIUM TERM FINANCIAL MODEL 
 
The financial implications of MTFS are set out in this section, which summarises the 
revenue budget projections over the medium term. Ealing faces a period of funding 
restraint and in the MTFS model the Council, like other Councils, is forecasting on 
this basis. The MTFS model provides the latest indication of financial position for 
2012/13 to 2014/5.  
 
The MTFS is intended to set out a sustainable and affordable financial plan that  
addresses the Council’s priorities over the next four years. It should provide for 
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realistic levels of spending, not dependent upon the use of one-off reserves. It should 
provide for a prudent level of reserves for contingencies. 
 
The Council started from a base position in March 2011 where it faced a total savings 
requirement gap approaching £10m over the two-year period 2012-4.  Extending the 
medium term financial plan by a further year to March 2015 added £20m as follows:  
 

o Increase in borrowing costs supporting the capital programme £4m 
o Forecast cut in government grant £10m 
o Increase in levies £2M  
o Inflation £4m  

 
Cabinet approved an additional savings target of £30M at its meeting in June 2011. 
 

 
 
 
The diagram above shows how the £30M savings targets were concentrated more on 
the back office, to protect the frontline. For example Corporate Resources savings 
target of £7.2M (25% of net budget) was based on 8.3% a year over three years 
compared to lower %s for the frontline (e.g. children and adults £12.3M out of a net 
budget of £111M.) 
    
The overall net budget proposed for 2012-13 is £262.8M which can be funded by 
formula grant of £135.5M, council tax income (based on the tax being frozen) of  
£126.9M and the collection fund surplus of £0.4M. 
 
The table below sets out the base financial position, given existing financial strategy.   
 
The opportunity has also been taken to review the assumptions for council tax for  
2013/14 onwards. The Coalition Government has encouraged Councils to keep 
increases to a minimum, and is proposing referendums on excessive council tax 
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increases (deemed to be 3.5%). To accommodate this, the assumed maximum 
percentage increase exemplified in the model (Scenario 3 below) is 3.5% a year.  
 
A variety of planning scenarios are of course possible and for the purposes of this 
document 3 indicative scenarios are set out: 
 
Scenario 1 Key assumptions are as follows: 

- Formula grant decrease as per two year settlement to 2012-13, then 
reducing by the headline % CSR figures  

- Contingency £3M 
- General Fund balance maintained at £15.3M per annum 
- Council Tax frozen 2012/13 to 2014/15  
- 2011/12 Council tax freeze grant (absorbed into Formula grant) of £3.1M 
- Additional government grant of £3.1M in respect of the council tax freeze 

for 2012/13, which the government will fund for 2012/13 only.   
 
 2012-13 2013-14 2014-15 
 £M £M £M 
Net spend 262.8 261.7 251.9 
RSG/Business 
rates  

135.5 133.9 124.0 

Council Tax 126.9 127.0 127.1 
Collection fund 0.4 0.8 0.8 
Savings 
requirement 

Nil Nil 4.9 

Closing Balances 15.3 15.3 15.3 
Council Tax 
Increase (excl 
GLA) 

Nil Nil Nil 

 
Exemplified details in Annexe  

 
 
Scenario 2 Council Tax frozen in 2012/13 and 1.9% increases after  

 
 2012-13 2013-14 2014-15 
 £M £M £M 
Net spend 262.8 264.1 256.7 
RSG/Business 
rates  

135.5 133.9 124.0 

Council Tax 126.9 129.4 131.9 
Collection fund 0.4 0.8 0.8 
Savings 
requirement 

Nil Nil Nil 

Closing Balances 15.3 15.3 15.3 
Council Tax 
Increase (excl 
GLA) 

Nil 1.9% 1.9% 
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Scenario 3 Council tax frozen 2012/13 then increasing at 3.5% per annum 2013/14 
to 2014/15 (i.e. up to threshold which triggers council tax referendum) 

  2012-13 2013-14 2014-15 
 £M £M £M 
Net spend 262.8 266.1 260.9 
RSG/Business 
rates  

135.5 133.9 124.0 

Council Tax 126.9 131.4 136.1 
Collection fund 0.4 0.8 0.8 
Savings 
requirement 

Nil Nil Nil 

Closing Balances 15.3 15.3 15.3 
Council Tax 
Increase (excl 
GLA) 

Nil 3.5% 3.5% 

 
Risks on funding - the position in 2013/14 and 2014/15 is still subject to considerable 
change. The base projection includes assumptions on grant losses based on national 
averages in the Comprehensive Spending Review (CSR). 
 
As the future of Local Government funding remains subject to a great degree of 
uncertainty the forecast gap for 2013/14 and 2014/15 is subject to caveats and in 
particular could widen. 
 
The budget model also includes the grant the council receives from the Government 
to fund the council tax freeze in 2011/12.  The Council will receive this income of 
£3.1M a year for four years, ending in 2014/15. This has been included in the figures 
above.  
 
It should be noted that this will present the Council with a significant funding ‘cliff 
edge’ in 2015/16, when the subsidy of £3.1M per annum ends.  
 
Council tax freeze grant for 2012/13 
 
In November 2011 the Government announced a further council tax freeze grant, this 
time for 2012/13. The grant is equivalent to a 2.5% council tax rise, which for the 
Council is £3.1M. The Government is funding this from departmental underspends in 
2011/12 and, as a result, this is a one-off grant. Effectively, this means that the 
Government will fund the loss of council tax income in 2012/13, but it will be up to 
local authorities to plug the gap when the grant falls out in 2013/14. 
 
Based on the Council accepting the council tax freeze grant in 2012/13, the income 
will fall out in 2013/14. Put simply, freezing Council Tax in 2012/13, whilst in line with 
Government policy, and avoiding an extra burden on the taxpayers, means that the 
Council will need to make £3.3M more savings or increase Council Tax in 2013-14 by 
a further 2.5% on top of any existing increase to cope with the funding shortfall. 
 
 2012/13 2013/14 2014/15  
Council Tax increase 2.5%  2.5% 2.5% 2.5% 
Council Tax funding  130.0 133.4 136.9 
MTFS C Tax increase with tax freeze 0% 2.5% 2.5% 
Council Tax funding  126.9 130.1 133.5 
Loss of council tax income 3.1 3.3 3.4 
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If the Council does not make up the gap with increased Council Tax in 2013-14, then 
it will effectively be £3.4M a year worse off in terms of annual Council Tax take by 
2014/15 than would otherwise have been the case, and will have lost a total of £6.7M 
income over the two years 2013/14 and 2014/15. This has an adverse impact on a 
Council that has been prudent in keeping Council Tax in previous years to a 
minimum. The MTFS model includes the effect of accepting the freeze grant in 
2012/13. 
 
13. SENSITIVITY ANALYSIS 
A small change in key underlying assumptions can produce a significant change in 
the budget. The key sensitivities are outlined below:    
 

Sensitivity Change Annual impact 
Pay award  0.25% £0.25M 
Government grant  1% £1.3M 
Interest rates 0.25% £0.5M* 

 
*assuming cash balances of £200M 
 
For each budget adjustment of £1M, the impact on council tax is some £8.36 on 
Band D Council Tax or 0.79%. In terms of council tax sensitivity, for every 1% 
increase in the 2011/12 council tax additional £1.27M council tax revenue is raised 
and therefore for every 1% variation, a budget variation of £1.27M would be required. 
 
As with any plan spanning a number of years it is prudent to consider the associated 
risks. The Council, in common with most local authorities, continues to be at risk from 
financial pressures, including on social care, equal pay and waste.  They include:  
 

• Inflation differing from assumptions-directorates will be asked to absorb 
inflation to help contribute to future years budget gaps 

• Growth pressures will only be provided for uncontrollable pressures 
• Interest Rates – variations due to economic factors 
• Changes in legislation affecting the costs of carrying out services 
• Reduction in fees & charges income 
• Requirement to increase use of Prudential Borrowing to fund capital spend  
• Any adverse claims experience increasing insurance premiums 
• Service demands exceeding resources available 

 
Provisions in the budget model  
 
Within the budget model is an annual provision for inflation (£3M in 2012/13 and £4M 
in both 2013/14 and 2014/15) which takes into account the following: 
 
i General inflation -The inflation provision for 2012/13 is primarily needed to cover 
general inflation, mindful that CPI and RPI are both running significantly above 
government targets. The general assumption is that services should first seek to 
cover inflation from their existing budgets, unless the Council is tied contractually to 
increases that require additional funding. Contractual inflation is included within 
specific budget proposals where necessary.  
 
ii Pay -for the 2012-13 budget the assumption is that there will be no general pay 
award. And the Government’s recently proposed public sector pay cap sets out 
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figures of 1% cap for 2013-14 and 2014-15. A 1% pay award broadly equates to an 
increase in costs of £1M. 
 
Employer Pension Contribution  
Employer pension contributions for 2012-13 and 2013/14 have been stabilized as 
previously agreed with the Pension Fund Panel after taking the required actuarial 
advice. The budget contains £750k in 2012/13 to ensure the actuarially required cash 
sum paid into the Pension Fund is protected as the payroll is expected to fall.  
 
Redundancy Costs  
There is no central provision within the budget. Any costs relating to efficiency and 
restructuring programmes are included within individual budget savings proposals 
themselves. 
 
14. CAPITAL PROGRAMME  
 
The Council reviews its capital spending plans each year and sets a Capital 
Programme. Revenue expenditure is concerned with the day-to-day running of 
services and capital expenditure is a key element in the development of the Council’s 
services concerned with investment in the assets required to deliver services.  
Decisions on the capital programme have an impact on the revenue budget, for 
example, in relation to: 
 

• The revenue costs of financing capital, including prudential borrowing; 
• The ongoing running costs and upkeep of new assets such as buildings. 

 
The Council’s revenue and capital budgets are integrated in that the financial impact 
of the proposed capital programme is reflected in the revenue estimates.  The 
separate capital strategy identifies the Council’s strategic capital aims in detail.  
The aim of the detailed capital strategy (updated in February each year) is to provide 
a clear framework for funding and investment decisions in respect of capital assets, 
in the context of the Council's vision and priorities and its financial resources. All new 
projects are assessed in terms of their contribution to the Corporate Plan objectives. 
 
The introduction of austerity measures by the Coalition Government and 
more limited opportunities for generating funding such as capital receipts mean 
capital resources are more constrained than in recent years.  
 
A key consideration when setting the capital programme is the level of available 
capital resources and affordability, which is assessed through the use of prudential 
indicators in the budget setting process. The Council aims to keep prudential 
borrowing at as low a level as possible. 
 
The Council will only invest as long as its capital spending plans are affordable, 
prudent and sustainable.  The key constraint on capital investment by the Council 
is the scope to afford the financial implications in terms of acceptable council tax 
levels and, in the case of the housing revenue account, acceptable rent levels.   
 
The Chancellor announced that capital grants to local authorities will be reduced by 
45% over the spending review period (2011/12 - 2014/15) and overall capital 
expenditure by local authorities is forecast to fall by 30% during the same period. 
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The reduction in capital grants therefore puts additional pressure on council 
resources as it will likely result in less funding being available for the delivery of local 
capital investment priorities.  
 
Members agreed on November 29th 2011 that any budget flexibility in 2012/13 and 
2013/14 can be deployed as Revenue Contributions to Capital in those years and 
this opportunity of additional support for capital saves the Council borrowing. Every 
£1M deployed in this way saves some £100k per year in capital financing costs.  
 
 

15. EXTERNAL FUNDING 
 
External funding is a significant source of finance, especially in respect of certain 
Government and for some capital projects and partnerships. The Council will seek to 
maximise the funding it can obtain from external sources, provided: - 
 

• That it furthers a Council policy or objective; 
• It does not conflict or distract from existing service priorities; 
• That the terms and conditions of funding can be met without putting 

undue pressure on existing resources; and 
• That the financial implications of any match-funding arrangements are 

fully considered before they are committed to. 
 
 

16.  PARTNERSHIPS 
 
Partnerships form the basis of an increasing range of the Council’s services and are 
organized in a variety of ways from joint activities within an informal working 
arrangement to complex and formally structured vehicles for service delivery.  
 
The Council welcomes the opportunity to work with partner organisations to deliver 
community priorities but will always seek to ensure that the: 

 
• Financial viability of partners is assured before committing to an 

agreement, particularly during these difficult economic times 
• Responsibilities and liabilities of each of the partners is clearly understood 

by parties to any agreement including risk management and dispute 
resolution arrangements; 

• Accounting arrangements are established before any payments are 
made; and 

• Implications of the terms and conditions of any funding arrangements are 
considered before any monies are accepted. 

 
 
17. VALUE FOR MONEY (VFM) 
 
Delivery of VFM is one of the Councils five key priorities.  
 
The Council assesses and challenges the value for money provided by each service 
through the annual budget setting process The Council’s Budget Review Process 
guidance for 2012/13 required that in seeking to deliver a balanced budget Cabinet 
Members would seek to identify efficiencies/savings that would not adversely impact 
on service delivery but to identify options that would improve value for money through 
improving performance and/or reduce service costs.  
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Examples of how the Council supports the drive for VFM: 
 

• Ensuring ‘managing within budget‘ and obtaining VFM is key responsibility for 
all budget holders and embedded in appraisals 

• Contract Review Board challenging VFM in contracts 
• The integrated policy and financial planning process 
• In year VFM reviews delivered by services, challenged by the Business 

Effectiveness Group and then signed off by Corporate Board 
• An Overview and Scrutiny Committee, which reviews all VFM reviews, before 

deciding if the report needs to be presented to a relevant scrutiny panel.  
• Benchmarking our costs and performance/activity with other organisations 

 
 
18. RISK MANAGEMENT 
 
Given the uncertainties of the economic environment and the scale of the 
expenditure reductions required, there are inevitably significant risks involved in 
delivering balanced budgets over the medium term. Key strategic risks are regularly 
reported to Audit Committee, most recently on 25 January 2012 and the Annual 
Budget setting report contains a detailed review of the risks to the Medium Term 
Financial Strategy.  
 
The area of highest risk is represented by the continuing need to deliver significant 
cuts and efficiencies over the next three years. Robust and detailed plans will be 
required at an operational level to ensure that this risk is mitigated and savings are 
duly delivered. The risks on delivery of savings of the magnitude required in 2012/13 
will be mitigated by robust monitoring and financial control through the budget 
monitoring process, with action plans being required to find compensating savings for 
any overspendings identified.  
 
Looking forward to 2013/14 the potential combined effect of the introduction in the 
same year of the Business Rates retention scheme, the planned changes to the 
operation of Council Tax Benefit   potential Academy funding changes and further 
funding reductions following the Chancellor’s Autumn Statement all represent 
significant risks. 
 
The Council manages risk by maintaining adequate reserves to help ensure that the 
medium term policy programme is sustainable. The Executive Director of Corporate 
Resources, as the Council’s Chief Finance Officer, is required to state whether the 
reserves are adequate as part of the annual budget setting process.  
 
 
19 GENERAL FUND BALANCE 
 
In addition to having specific earmarked reserves, the Council maintains the General 
Fund balance to cushion the impact of any unexpected events/emergencies. The 
Council maintains it at a level consistent with sound financial management and the 
forecast on the balance over the period of the MTFS is shown below:  
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2012/13 

£M 
2013/14 

£M 
2014/15 

£M 
Brought Forward 15.3 15.3 15.3 
Contribution to/from General Fund - - - 
Carried Forward 15.3 15.3 15.3 

 
For 2011/12, as in 2010/11, the Council does not plan to use any of the general fund 
balance to support the budget. Using the balance to avoid making budget reductions 
would have the effect of delaying the requirement to deliver sustainable savings. 
 
The level of the balance is reviewed annually in relation to the overall financial 
position of the Council and the CIPFA guidance on Local Authority Reserves and 
Balances 2003 does not recommend any % level.  The advice of the Executive 
Director of Corporate Resources as Section 151 officer is that the working balance of 
£15.3M should be maintained as a minimum level at 31 March 2012. This represents 
5.8% of the non-schools net budget for 2012/13. 
 
There is an opportunity cost of holding a balance of £15.3M in terms of investing in 
services or limiting the council tax and this is offset by the flexibility that it allows the 
Council to deal with risk and adverse expenditure variations.  Each £1M drawing on 
reserves would reduce Band D council tax by some £8.41 or 0.8%.  
 
 
20 CONTINGENCY 
 
The Council needs an adequate level of central contingency in the base budget as 
well as appropriate levels of reserves and balances. Each year when assessing the 
level of contingency the following are examples of the factors that are considered: - 
 

• Budget risks (e.g. delivery of savings of over £30M in 2012/13) 
• Inflationary pressures 
• Demographic pressures 
• In year budget pressures of volatile and demand led budgets  (e.g. social 

services placements) 
• Costs of any new responsibilities  
• Unexpected events 
• Current economic climate 

 
The contingency figure presented in the draft budget is £3M for 2012/13, which is the 
same level as for 2011/12.  
 
For 2012/2013 there has been no automatic inflationary increase of budgets except 
where directorates have concluded that they are unable to contain specific 
inflationary pressures (e.g. on a number of our contracts where services are tied into 
specific contractual arrangements) and have submitted growth bids.  
 
21 MONITORING AND REVIEW  
 
Cabinet receives regular reports during the year on how the Council is progressing 
against its MTFS. The formal reporting process revolves around the timetabled 
reporting of budget monitoring to the Finance Strategy Group (FSG) and Cabinet. All 
processes and procedures relating to the monitoring of the budget are set out in the 
Council’s Financial Regulations. 
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Body Activity Monitor and Review 
Corporate 
Finance 

• Co-ordinates the council’s 
budget setting process 

• Produces the monthly 
“finance monitor” 

• Delivery of planned savings 

FSG • Receives the monthly 
finance monitor  

• Delivery of planned savings via 
“savings tracker” 

• Progress against budgets 
• Financial health via key balance 

sheet items 
Corporate 
Board 

• The monthly performance 
monitor 

• The monthly finance 
monitor 

• Performance on monthly basis 
via performance monitor 

• Finance on a monthly basis via 
finance monitor 

Cabinet • Quarterly performance 
report 

• Quarterly budget update  

• Performance 
• Progress against budgets 

 
 
The strategy is published on the Council’s website and communicated to staff and 
stakeholders, for example, by publishing it on the Council’s website. 
 
CONTACT ON THE MTFS 
 
Name 
 

Job title 
 

Email address 

NIGEL 
WATSON 

ASSISTANT DIRECTOR OF 
CORPORATE FINANCE 

watsonn@ealing.gov.uk 
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GLOSSARY OF TERMS 
 
Actuarial valuation 
An independent report of the financial position of the Pension Fund that is carried out 
by an actuary every three years. Reviews the Pension Fund assets and liabilities as 
at the date of the valuation and the results of which, including recommended 
employer's contribution rates, the Actuary reports to the Council. 
 
Budget Requirement 
The Council’s revenue budget on general fund services after deducting funding streams 
such as fees and charges and any funding from reserves. (Excluding Council Tax and 
formula Grant) 
 
Capital expenditure 
Spending on assets that have a lasting value, for example, land, buildings and large 
items of equipment such as vehicles. Can also be indirect expenditure in the form of 
grants to other persons or bodies. 
 
Capital Programme 
Councils plan of future spending on capital projects such as buying land, buildings, 
vehicles and equipment.  
 
Capital Receipts  
The proceeds from the disposal of land or other assets.  Capital receipts can be used 
to finance new capital expenditure but they cannot be used to finance revenue 
expenditure. 
 
Capping  
Power under which the Government may limit the maximum level of local authority 
spending or increases in that level year on year, which it considers excessive. It is a 
tool to restrain increases in council tax. Any local authority in England wanting to 
raise council tax by more than 3.5% in 2012/13 must consult the public in a 
referendum, the government has said. Councils losing a referendum would have to 
revert to a lower increase in bills. 
 
CIPFA  
Chartered Institute of Public Finance and Accountancy. One of the UK accountancy 
institutes. Uniquely, CIPFA specialise in the public sector. Consequently CIPFA holds 
the responsibility for setting accounting standards for local government. 
 
Collection fund 
A statutory account maintained by the council recording the amounts collected from 
council tax and Business Rates and from which it pays the precept to the Greater 
London Authority.  
 
Collection Fund surplus (or deficit) 
If the Council collects more or less than it expected at the start of the financial year, 
the surplus or deficit is shared with the major precepting authority, in Ealing’s case 
this is the GLA, in proportion to the respective council taxes. These surpluses or 
deficits have to be returned to the council taxpayer in the following year through 
lower or higher council taxes.  If for example the number of properties or the 
allowance for discounts, exemptions or appeals vary from those used in the council 
tax base, a surplus or deficit will arise. The Council generally achieves a surplus, 
which is shared with the GLA. 
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Contingency 
Money set-aside centrally in the Council’s base budget to meet the cost of 
unforeseen items of expenditure, such as higher than expected inflation or new 
responsibilities.  
 
Corporate Finance  
One of the 3 finance teams (the others are Audit and Revenues) within the Corporate 
Finance &  Audit directorate of Corporate Resources. It leads the work on the 
Councils budget strategy, overall monitoring of the Council’s expenditure and 
production of the statutory annual accounts.  
 
 
Council Tax Base 
The Council Tax base for a Council is used in the calculation of council tax and is 
equal to the number of Band D equivalent properties.  To work this out, the Council 
counts the number of properties in each band and works out an equivalent number of 
Band D equivalent properties. The band proportions are expressed in ninths and are 
specified in the Local Government Finance Act 1992. They are: A 6/9, B 7/9, C 8/9, D 
9/9, E 11/9, F 13/9, G 15/9 and H 18/9, so that Band A is six ninths of the ‘standard’ 
Band D, and so on. 
 
The Council Tax Calculation 
The formal calculation of Ealing’s Council Tax involves several stages. Using 
2011/12 as an example: 
 

 Budget Requirement £ 274,825,000
 Minus 
 Formula Grant  

£145,352,000
 Minus 
 Surplus from the Collection Fund 

£3,500,000
 Equals 
 The amount to be collected from council tax for 
2011/12 £125,973,000
 Divided by the taxbase 

118,851
 Equals  
 Band D Council Tax 2011/12  £1,059.93

 
To this the Council has to add the GLA Council Tax precept for 2011/12 of £309.82, 
giving the headline Band D Council tax of £1,369.75. 
 
CPI and RPI  
The main inflation rate used in the UK is the Consumer Price Index (CPI) 
The Chancellor of the Exchequer bases the UK inflation target on the CPI. The CPI 
inflation target is set at 2 per cent. The Consumer Price Index differs from the RPI 
(Retail Price Index) in that CPI excludes housing costs. Also used is RPIX, which is a 
variation on RPI, one that removes mortgage interest payments. 
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Dedicated schools grant (DSG) 
This is the ring-fenced specific grant that provides most of the Government's funding 
for schools. This is distributed to schools by the Council using a formula agreed by 
the schools forum. 
 
Earmarked Reserves  
These balances are not a general resource but earmarked for specific purposes, held 
for example for the following reasons:  
 
o To provide resilience against future risks such as on government funding (e.g. 

Business Risk Reserve)  
o Smoothing the impact of uneven expenditure profiles between years (e.g. local 

elections) 
o Holding funds for future spending plans (e.g. Capital Expenditure financing 

reserve) 
o For renewal of operational assets instead of funding through annual budgets, 

(e.g. repairs & ICT)  
o Meeting future costs and liabilities (e.g PFI reserves to allow future smoothing 

of annual payments)  
o To create policy capacity for one-off priority funding (e.g. Ealing Civic 

Improvement Fund ) 
o Health and Safety reserves give the capacity to the Council to respond in an 

appropriate manner without delay to urgent requirements arising,(e.g asbestos 
removal) 

 
Financial Regulations 
These are a written code of procedures set by each local authority, which provide a 
framework for the proper financial management of the authority. They cover rules for 
accounting and audit procedures, and set out administrative controls over the 
authorisation of payments, etc. 
 
Financial Year 
The local authority financial year commences on 1st April and finishes on the 
following 31st March. 
 
Floor Damping  
One of the four allocation blocks that makes up formula grant. To provide relative 
stability in funding the Government guarantees each authority a minimum (floor) level 
of increase in formula grant year on year, however in this years settlement, with the 
wide scale reductions in grant funding, floor damping (£3.3M in 2012/13) has been 
allocated in the grant system to limit the decrease in Ealing’s funding to a 8.4% 
reduction for 2012/13.  
 
Formula Grant 
The general grant paid by central government to local authorities to help finance the 
cost of services, for Ealing it funds about half the Councils Budget Requirement. It 
comprises Revenue Support Grant (RSG) and redistributed national non-domestic 
rates. Formula grant is calculated for each authority by a series of complex formulae, 
which are divided into four blocks – the relative needs block; the relative resources 
block; the central allocation and the floor damping block.  The main source of 
revenue funding for schools comes from a separate ring fenced grant for schools, 
DSG, paid by the Department for Children, Schools and Families (DCSF).  
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FSG 
Finance Strategy Group. This is the group composed of Ealing’s senior Finance 
officers that meets one a month to discuss finance polices and review the monthly 
“Finance Monitor” which presents the in-year financial forecasts. 
 
General Fund  
The main revenue fund of the local authority. Day-to–day spending on services is 
met from the fund. Spending on the provision of housing, however, must be charged 
to the separate Housing Revenue Account. 
 
General Fund Balance  
The main unallocated reserve of the Council. This reserve is set aside to meet any 
unforeseen pressures. Currently this reserve represents around 5.8% of the non-
schools budget. 
 
Gross Domestic Product (GDP) 
GDP is defined as the value of all goods and services produced within the overall 
economy. 
 
Gross expenditure 
The total cost of providing the Council's services, before deducting income from 
Government grants, or fees and charges for services. 
 
Housing Revenue Account (HRA) 
A separate account of expenditure and income on housing that Ealing must keep. 
The account is kept ring-fenced from other council activities. The Government is 
introducing a new funding regime for social housing within the HRA from April 2012. 
This is known as Self-Financing and aims to put local authorities in a position where 
the HRA can support their housing stock from its income.  
 
Levies 
A levy is an amount of money a local authority is compelled to collect (and include in 
its budget) on behalf of another organisation. The Council is required to pay levies to 
a number of bodies such as the West London Waste Authority and the London 
Pensions Fund Authority. In 2011/12 these made up some 9% of the Councils budget 
requirement. 
 
Net Expenditure 
Gross expenditure less services income, but before deduction of formula grant. 
 
National Non Domestic Rates (NNDR) 
Also known as ‘business rates’, Non-Domestic Rates are collected by billing 
authorities such as Ealing but are paid into a central national pool, which is then 
redistributed to authorities according to resident population. The Government is 
planning to reform this system from 2013-14 to enable local authorities to retain the 
value of any increase in business rates. The aim is to provide an incentive to help 
businesses set up and grow. 
 
New Homes Bonus  
Under this scheme Councils receive a new homes bonus (NHB) per property for the 
first six years following completion. Payments are based on match funding the 
council tax raised on each property with an additional amount for affordable homes. It 
is paid in the form of an unringfenced grant.  
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Precept 
This is the precepting authority’s council tax, which Ealing collects on behalf of the 
preceptor i.e. the Greater London Authority (GLA). The GLA Council Tax precept for 
2011/12 (also proposed for 2012/13) was £309.82. 
 
Prudential Borrowing  
Set of rules governing local authority borrowing for funding capital projects under a 
professional code of practice developed by CIPFA to ensure the Councils capital 
investment plans are affordable, prudent and sustainable. 
 
Revenue Expenditure 
The day-to-day running expenses on services provided by Council. 
 
Specific Grants  
The term used to describe all government grants to local authorities other than 
formula grant, capital grants and HRA subsidy. As the name suggests funding 
through a specific grant is provided for a specific purpose and cannot be spent on 
anything else. e.g.  Social Services, Education. From 2011/12 nationally £3.4 billion 
of existing Specific and Area Based Grants were rolled into formula grant for Ealing 
this meant some £20M of former specific grants were transferred into formula grant in 
2011/12. 
 
Section 151 officer 
Legally Councils must appoint under section 151 of the Local Government Act 1972 
a named chief finance officer to give them financial advice, in Ealing’s case this is the 
post of Executive Director of Corporate Resources. 
  
Spending Review 
The Spending Review is an internal Government process in which the Treasury 
negotiates budgets for each Government Department. The 2010 SR set government 
spending for the four financial years up to 2014/15. 
 
Treasury Management  
Managing the Council's cash flows, borrowing and cash investments to support 
Ealing’s finances. The sums of money are significant and Ealing aims to pay as little 
interest on our borrowing as possible and to earn as much income on our 
investments as possible, always however so that the risk to the Council’s finances is 
considered first when investing. Details are set out in the Treasury Management 
Strategy which is approved by Cabinet and Full Council in February. 
 
Virement 
The transfer of budget provision from one budget head to another. Virement must be 
properly authorised by the appropriate committee (Cabinet) or by officers under 
delegated powers. 
 



CONTENTS: SAVINGS AND REVISIONS TO BE APPROVED BY CABINET
2010/11 2011/12 2012/13 2013/14 2014/15 Total

£'000 £'000 £'000 £'000 £'000 £'000

2011/12 Budget Review Process Total of savings already agreed by Cabinet              522          22,365        15,820            8,078                -          46,785 

Adults (342) 342                 - 

Business Services Group (600) (533) 1,133                 - 

Human Resources (50) 50                 - 

Sub-total Revisions to be approved:                -                   -   (992) (141) 1,133                 - 

Page 33 Rec 1.5 Savings to be approved Adults 70 70 
Total savings to be approved by Cabinet                  -                   - 70                   -                  - 70 

2011/12 Budget Review Process Savings              522          22,365 14,898 7,937 1,133 46,855 

2012/13 Budget Review Process Total of savings already agreed by Cabinet        16,054          11,294          2,081       29,429 

Page 34 Rec 1.4 Revisions to be approved Parking (100) 100 -                

Sub-total Revisions to be approved: (100) 100 -                -                

Page 35 Rec 1.5 Savings to be approved Built 40 40

Total savings to be approved by Cabinet -                 -                  40 -                  -                40

2012/13 Budget Review Process Savings -             -              15,994 11,394 2,081 29,469

Page 31 Revisions to be approvedRec 1.4



2011/12 BUDGET REVIEW PROCESS: REVISIONS TO SAVINGS APPROVED

Cost Savings / New or Increasing Income Flavours Analysis

Ref No. Headline Description  re: saving / reduction 
2010/11 
Service 
Budget

2011/12 2012/13 2013/14 2014/15

(1) (2) (3) (4) (6) (5) (7) (8)

£000 £000 £000 £000 £000 £000

ADULTS

295 295 S

47 47 M

295 295 S

47 47 M

Variance (adj 
to figs) Adjustment to be made to Savings already agreed by Cabinet -                 (342) 342 -                 -                 

BUSINESS SERVICES

Original 
agreed

Accommodation/Property rationalisation strategy - Consolidation of 
accommodation on a smaller number of sites to reduce costs, improve secure remote 
working facilities and maximise workspace at Greenford Business Centre and 
Perceval House 

17,612 250 600 533 1,383 E

Revision 
proposed Re-profile proposed 250 -                 -                 1,133 1,383 E

Variance (adj 
to figs) Adjustment to be made to Savings already agreed by Cabinet -                 (600) (533) 1,133 -                 

2

Savings
STAR CHAMBER

Total

M - Management Savings
I - Additional Income
C - Contractual Savings
E - Efficiency Savings
S - Service Changes

1

Original 
agreed Reorganisation of Older People Dementia services 365 

Revision 
proposed

Re-profile proposed (subject to approval of recommendations in Feb 21st Cabinet 
paper 'Reconfiguration of Day Services for People with Mental Health Problems'). 



HUMAN RESOURCES

Original 
agreed Reduce Trade Union facilities budget - to reflect lower number of staff employed 2,412 -                 50 -                 50 E

Revision 
proposed Re-profile proposed -                 -                 50 50 E

Variance (adj 
to figs) Adjustment to be made to Savings already agreed by Cabinet -                 (50) 50 -                 -               

GRAND TOTAL OF REVISIONS -                (992)  (141) 1,133 -               

3



2011/12 BUDGET REVIEW PROCESS: SAVINGS TO BE APPROVED BY CABINET

Cost Savings / New or Increasing Income Flavours Analysis

Ref 
No.

Specific Service 
Area Headline Description  re: saving / reduction 

2011/12 
Service 
Budget

2012/13 2013/14

(1) (2) (3) (4) (5) (6)
£000 £000 £000 £000

ADULTS SERVICES

1 Forensic 
Services  Forensic - S41 Value for money Review of Mental Health Placements 2,750 70 70 E

TOTAL TO BE AGREED BY FEB CABINET 70 -                      70

Savings
STAR CHAMBER

Total

M - Management Savings
I - Additional Income
C - Contractual Savings
E - Efficiency Savings
S - Service Changes



2012/13 BUDGET REVIEW PROCESS: REVISIONS TO SAVINGS APPROVED

Cost Savings / New or Increasing Income Flavours Analysis

Ref No, Headline Description  re: saving / reduction
2011/12 
Service 
Budget

2012/13 2013/14 2014/15
Total 3-

year 
saving

(1) (2) (3) (4) (5) (6) (7) (8)

£000 £000 £000 £000 £000

PARKING

Original 
agreed

Pay & Display v Stop & Shop - Replace Stop & Shop bays with P&D bays (retain 
period of free parking). 1,514 150 150 I

Revision 
proposed Re-profile proposed 50 100 150 I

Variance (adj 
to figs) Adjustment to be made to Savings already agreed by Cabinet (100) 100 -                 -                 

Savings - 3 Years
STAR CHAMBER

1

M - Management Savings
 I - Additional Income
C - Contractual Savings
E - Efficiency Savings
S - Service Changes



2012/13 BUDGET REVIEW PROCESS: SAVINGS TO BE APPROVED BY CABINET

Cost Savings / New or Increasing Income Flavours Analysis

Ref 
No.

Specific Service 
Area Headline Description  re: saving / reduction 

2011/12 
Service 
Budget

2012/13 2013/14

(1) (2) (3) (4) (5) (6)
£000 £000 £000 £000

BUILT ENVIRONMENT

1
Development 
Control and 

Building Control

Planning and Building Control Advice - review of free advice services:  The 
Council currently provide a free planning and building control drop in advice 
service during business hours. It is proposed that this moves to an appointment 
based arrangement and whilst the free advice service will be preserved for 
residents, fees will be charged to professional agents seeking pre application 
advice. It is also proposed to review the scope of charging for commercial 
development pre application advice. In total these proposals are expected to 
generate an additional £40k in fee income.

1,241 40 -                      40 I

TOTAL TO BE AGREED BY FEB CABINET 40 -                      40

M - Management Savings
I - Additional Income
C - Contractual Savings
E - Efficiency Savings
S - Service Changes

Savings
STAR CHAMBER

Total



SUMMARY

PROPOSALS IN DEVELOPMENT: 2013/14 2014/15 Total
Page Recommendation £'000 £'000 £'000

2011/12 Budget Review Process 37 1.7 2,498                 -                  2,498                
2012/13 Budget Review Process 38 1.7 300                    130                 430                   

2,798               130               2,928                

SAVINGS PROPOSALS
2012/13 2013/14 Total

£'000 £'000 £'000
( M ) - Management Savings -                      680                        680                    
(  I  ) - Additional Income -                      -                        -                     
( C  ) - Contractual Savings -                      -                        -                     
( E  ) - Efficiency Savings -                      532                        532                    
( S ) - Service Changes -                      1,086                     1,086                 
TOTAL -                      2,298                   2,298               

INVEST TO SAVE PROPOSALS

2012/13 2013/14 Total
£'000 £'000 £'000

( M ) - Management Savings -                      -                        -                     
(  I  ) - Additional Income -                      -                        -                     
( C  ) - Contractual Savings -                      -                        -                     
( E  ) - Efficiency Savings -                      200                        200                    
( S ) - Service Changes -                      -                        -                     
TOTAL -                      200                      200                  

GRAND TOTAL -                      2,498                   2,498               

SAVINGS PROPOSALS
2012/13 2013/14 2014/15 Total

£'000 £'000 £'000 £'000
( M ) - Management Savings -                      -                        130                    130                 
(  I  ) - Additional Income -                      -                        -                     -                  
( C  ) - Contractual Savings -                      -                        -                     -                  
( E  ) - Efficiency Savings -                      110                        -                     110                 
( S ) - Service Changes -                      190                        -                     190                 
TOTAL -                      300                      130                  430               

Proposals in Development from 2011/12 Budget Review Process
The table below summarises the Proposals in Development from the 2011/12 budget review process, as at Feb 2012, by Savings 
type and by year.

The table below summarises the Proposals in Development from the 2012/13 budget review process, as at Feb 2012, by savings 
type and year.

Proposals in Development from 2012/13 Budget Review Process



Cost Savings / New or Increasing Income
PROPOSALS IN DEVELOPMENT - 2011/12 Budget Review Process

Ref No. Specific Service 
Area Headline Description  re: saving / reduction

(1) (2) (3)

CHILDRENS - PROPOSALS IN DEVELOPMENT

1 Finance To further reduce the Children's finance support team.

2 Senior 
Management

To rationalise management across Children's Services.

7
School 

Improvement 
Service

To achieve savings within the School Improvement Service.

8 Schools Property 
Team To achieve further savings in the Children's Service Property Section.

ADULTS - PROPOSALS IN DEVELOPMENT

9 Disabilities Efficiency in service of Learning Disability Provider Services - Learning Curve changes in 
staffing level requirements.

10 Adults-Cross 
Cutting Prepaid Cards - Pan London solution resulting in reduction of back office processing

PROPERTY & REGENERATION - PROPOSALS IN DEVELOPMENT

11 Planning Policy Restructuring - of Planning Policy Service to deliver savings from 2013/14 once the current 
service objectives such as LDF have been delivered. 

CUSTOMER SERVICES - PROPOSAL IN DEVELOPMENT

12 Operations Review off-site face to face reception service (301 Ruislip Road and Acton Town Hall) in light of 
property strategy. 

INVEST TO SAVE

ADULTS - INVEST TO SAVE - PROPOSAL IN DEVELOPMENT

13 Invest to Save Mobile Devices recording assessments 

To achieve efficiencies through developing a locality based social work & SAFE Service.  

3

5 Safeguarding & 
Support To achieve savings within the Children Looked After service.

4

To consult on savings within residential care services for children. Safeguarding & 
Support

Safeguarding & 
Support

6 Safeguarding & 
Support To further rationalise the Fostering & Adoption Service. 



Cost Savings / New or Increasing Income

PROPOSALS IN DEVELOPMENT - 2012/13 Budget Review Process

Ref No. Specific Service Area Headline Description  re: saving / reduction

(1) (2) (3)

PROPERTY & REGENERATION

1 Property Rent Subsidy - review rent subsidy policy

BUILT ENVIRONMENT

2 Development Control 
and Building Control Planning and Building Control Advice - review of free advice services

3 Local Land Charges Support and Fees - Review of support structure

4 Cross Directorate Planning/ Planning Policy - merge service areas

HUMAN RESOURCES

5 HR Reduce TU facilities budget (in addition to 50% saving in 12/13 agreed by Cabinet)

POLICY & PERFORMANCE

6 P & P Directorate Further reduction in staffing budgets

7 Research and 
Consultation Replace face to face resident survey with online and other methods



11/12 12/13 Variance

£k £k £k

Confirmed 15,509 16,866 1,357

TBC 251,905 TBC n/a

Confirmed 8,920 11,020 2,100

TBC 21,191 TBC n/a

Adults Confirmed 8,361 8,526 165

Environment and Customer Services Confirmed 6,016 5,723 -293

Confirmed 1,650 2,387 737

TBC 1,738 TBC n/a

Chief Executives and Corporate Services Confirmed 863 920 57

Housing Benefit* 
(managed by Env. & Customer Services) Forecast* 268,079 278,000 9,921

11/12 12/13 Variance

£k £k £k

41,319 45,442 4,123

274,834 n/a n/a

316,153 45,442 n/a

Total grants TBC

Total grants confirmed (exc. Housing Benefit*)

OVERALL TOTAL (exc. Housing Benefit)

Childrens and Families

Schools

Summary Schedule

Regeneration and Housing

Appendix 4 - Grants Schedule



11/12 12/13 Variance Comments

Childrens and Families / Schools DfE Dedicated Schools Grant 250,662 TBC 2011-12 DSG current value as at 17.01.12, following recoupment for 4 Academies. 2012-13 
will depend on pupil numbers and cannot yet be confirmed.

Childrens and Families DfE Early Intervention Grant 15,372 16,781 1,409 Confirmed

Childrens and Families EC Youth Offender Speech & Language Therapy 137 85 -52 Current estimates given for 2011/12 and 2012/13

Childrens and Families YJB Youth Justice Grant 619 TBC n/a 2012/13 allocation to be confirmed

Childrens and Families DfE Pupil Premium - Looked After Children/Private/Voluntary/Independen 167 TBC n/a 11-12 from revised Pupil Premium from DFE Dec 11 re LAC/PVI. Premium rises from £488 to
£600 perp ever 6 pupil 12-13

Childrens and Families DfE Intensive Evidence Based Programme (Keep Fostering) 83 TBC n/a 2012/13 values to be confirmed

Childrens and Families HO Unaccompanied Asylum Seeking Children 374 TBC n/a Funding is based on claims made in arrears. Current forecast used for 11/12 value.

Schools DfE Early Intervention Grant 150 150 0 Confirmed

Schools Partnershi
p for Private Finance Initiative 8,028 10,122 2,094 New PFI scheme funding from 2012/13 (based on estimates).

Schools HEFCE Inherited Staff Liabilities Grant Higher Education Funding 26 26 0

Schools DfE Music Services 430 430 0 2012/13 grant value us an estimate based on 2011/12 value

Schools DoH Nursery milk Reimbursmenet Grant 260 260 0

Schools DCLG Extended Rights and General Duty to promote sustainable travel 26 32 6 Confirmed - Part of the £1,649 Local Services Support Grant (LSSG) allocation

Schools DfE Pupil Premium - Schools 4,432 TBC n/a 11/12 data taken from revised Pupil Premium from Dec. 2011 (with deduction made for 4 
Academies). Premium to rise from £488 to £600 per pupil from 2012/13, but no final figures 

Schools DfE Raising Participation Age Grant 75 TBC n/a No confirmation of 2012/13 grant. DFE have stated that funding cannot be assumed to 
continue beyond 2011/12

Schools DfE YPLA 16,684 TBC n/a 2011/12 values are the most recent forecasts (as at 17.01.2012). 2012/13 data to be 
confirmed.

Adults DoH Learning Disability and Health Reform Allocation 6,522 6,687 154 Confirmed

Adults DoH PFI (Adults) 1,839 1,839 0 Confirmed

305,886 36,412

Highways DfT Private Finance Initiative 2,036 2,036 0 Confirmed

Customer Services DWP Housing and CTax Benefit: Main administration subsidy 3,067 2,774 -68 Confirmed 

Customer Services DWP Housing and CTax Benefit: Additional administration subsidy 
(recession support) 330 296 -34 Confirmed

Customer Services SFA Adult Learning 583 617 34 Current estimate for planning purposes

Housing Benefits DWP Housing Benefit 268,079 278,000 9,921 This is a demand-led grant, whose allocations are based on forecasts which are revised in-
year. For planning purposes, Housing Benefits are forecasting £278m for 2012/13.

274,095 283,723 9,853

SUBTOTAL Childrens and Adults

SUBTOTAL Environment and Customer Services

Detailed Schedule

Appendix 4 - Grants Schedule



11/12 12/13 Variance CommentsDetailed Schedule

Housing and Regeneration HO Community Safety Grant 435 218 -218 Confirmed - Part of the £1,649 Local Services Support Grant (LSSG) allocation

Housing DCLG Preventing Homelessness 1,215 1,215 0 Confirmed - Part of the £1,649 Local Services Support Grant (LSSG) allocation

Property and Regeneration ESF Ealing Partnership Against Radical Extremism 0 313 313 New grant confirmed for 2012/13

Built Environment DoH Warm Homes Healthy People Fund 0 101 101 New grant confirmed for 2012/13

Safer Communities GLA Rape Crisis Centre 180 155 n/a Grant confirmed for 12/13 but status unknown for future years

Safer Communities HO Preventing Violent Extremism 60 85 n/a Funding is based on claims made in arrears for a co-ordinator's post. Current forecast used 
for 11/12 value.

Safer Communities DEFRA Air Quality 72 TBC n/a Status of grant unknown for future years

Property and Regeneration LDA West London Sustained Employment 1,021 300 n/a Status of grant unknown for future years

Property and Regeneration LDA Future Jobs Fund 113 0 -113 Project completed

Property and Regeneration ESF Transnsational 292 TBC n/a Status of grant unknown for future years

3,388 2,387

Corporate Resources DWP Contribution for Collecting NNDR 516 516 0 Estimate based on 2011/12 amount remaining constant. Actual 2012/13 value to be 
confirmed.

Council Wide DCLG Lead Local Flood Authorities Grant 127 184 57 Confirmed - Part of the £1,649 Local Services Support Grant (LSSG) allocation

Environment and Leisure DWP Pursuit of Benefits Fraud 220 220 0 Confirmed

SUBOTOTAL Chief Executives 
and Corporate Resources 863 920 57

OVERALL TOTAL 584,232 323,442 n/a

SFA:            Skills Funding Agency
YJB:             Youth Justice Board

SUBTOTAL Regeneration and Housing

HEFCE:        Higher Education Funding Council

DCLG:            Dept. for Communities and Local Government
DEFRA:         Dept. for Environment, Food and Rural Affairs
DfE:               Dept. for Education

EC:                European Commissions

LDA:             London Development Association

ESF:              European Social Fund
GLA:             Greater London Assembly

HO:               Home Office

DfT:               Dept. for Transport
DoH:             Dept. of Health
DWP:            Dept. for Work and Pensions

Appendix 4 - Grants Schedule
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