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Executive Summary

This interim report provides an update on the Medium-Term Financial Strategy (MTFS) and General 
Fund budget for 2023/24.  The MTFS was previously reported to the Executive and Council in July 
2022. 

The MTFS financial forecasts to 2025/26 have been updated, taking into account:

 Further areas of search for savings which will result in savings proposals being brought 
forward for 2023/24 – 2025/26;

 Additional service and financial pressures;
 A review of reserves and re-profiling of the timing of commitments against these reserves; 

and 
 A review of the organisational capacity, capability and financial and service insight that is 

required to drive out further transformation, service re-design and savings opportunities.

The Council has adopted a financial resilience framework that is being used to establish a 
comprehensive understanding of the Council’s resilience; guide actions to improve resilience and 
maintain an oversight of the impact of these actions on this resilience. 

Whilst the work that has been undertaken on the MTFS since July 2022 is bringing forward further 
savings opportunities, there are additional pressures going forward and, therefore, there remains an 
ongoing significant budget gap.  More far-reaching actions will need to be taken with greater pace 
and certainty in order to address the forecast budget shortfall.

The financial forecasting continues to show that, despite all actions taken and areas of search for 
savings being progressed, that without further action reserves would fall beneath the minimum level 
of £10m by the end of 2023/24, and are fully utilised during 2024/25.   

Given this critical position this report has focussed on an operational update on the current position. 
A further report will be prepared for the next Executive in December which will address the strategic 
approach and actions the Council have and will need to take in response to the financial position. 

Recommendations

The Executive is requested to:

RESOLVE That       

the update to the Medium Term Financial Strategy (MTFS) be noted.
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Reasons for Decision

Reason: The decision is sought to develop further proposals for 
consideration to ensure the medium-term financial stability of the 
Council.

The Executive has the authority to determine the recommendation(s) set out above.

Background Papers: None.

Reporting Person: Leigh Clarke, Finance Director
Email: leigh.clarke@woking.gov.uk, Extn: 3277 

Contact Person: Leigh Clarke, Finance Director
Email: leigh.clarke@woking.gov.uk, Extn: 3277 

Portfolio Holder: Councillor Dale Roberts
Email: cllrdale.roberts@woking.gov.uk

Shadow Portfolio Holder: Councillor Kevin Davis
Email: cllrkevin.davis@woking.gov.uk

Date Published: 11 November 2022
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1.0 Introduction

1.1 This interim Medium Term Financial Strategy (MTFS) report is part of the Council’s integrated 
service and financial planning cycle. The report sets out the context and provides an overview 
of the latest position in preparation for more detailed planning for 2023/24 and beyond.

1.2 It follows the Medium Term Financial Strategy reports presented to the Executive and Council 
in March and July 2022.

1.3 Sections 2 and 3 of this report provide this broader context for the MTFS that is referenced in 
point 1.1 above. It is important that we understand the wider economic, political, and funding 
environment that we are operating in and so that we can ensure our MTFS is positioned to 
respond to these.

1.4 The MTFS update in July recognised that commercial and parking income, previously 
expected to return post pandemic, had continued at levels substantially below 2019 levels.  It 
was likely that income would take much longer to return than earlier forecast and may be a 
permanent reset of the economic position.  

1.5 Significant levels of inflation were also being forecast, initially due to the impact of energy 
prices.  The impact on the Council’s forecast was substantially higher increases in costs, and 
a significant reduction in income expectations through the MTFS period.  

1.6 In total a £11m budget gap was identified to 2025/26, and it was recognised that given high 
uncertainty around many of the assumptions, that could vary substantially.  The assumptions 
would need to be reviewed on a regular basis to provide more clarity as to the position. 

1.7 A further savings exercise was launched by the Corporate Leadership Team over the summer 
2022, which has identified £5m of savings and additional income.  Of this £1.5m has been 
incorporated into base staffing and fees and charges budgets for 2023/24, and £3.5m is shown 
contributing towards reducing the budget deficit.

1.8 Since July there have been a number of further pressures including increasing finance costs 
as interest rates rise, external audit fees following the Public Sector Audit Appointments 
(PSAA) procurement exercise, and costs relating to the transfer of on-street parking to Surrey 
County Council.  

1.9 The current forecast shows that, whilst savings of £5m have been identified since July, the 
timing of delivery, additional pressures and updated reserve position has increased the 
pressure on reserves in the period to 31 March 2025.

1.10 Reserves are likely to fall beneath the minimum acceptable level by the end of 2023/24 and 
be fully used during the following year.  

1.11 Given this serious position, a further more detailed update will be provided to the Executive for 
its meeting in December with proposals for how the Council will address this. 

1.12 The July MTFS report provided an update on the development of the Council’s Financial 
Resilience Strategy, a key component of the Council’s MTFS.  The framework of key indicators 
of good performance which are being used to manage our approach to the MTFS is included 
at Appendix 3 of this report, with the recommendations from within the EY assessment mapped 
to the Council’s financial resilience framework at Appendix 4.  

1.13 The key elements of financial resilience work undertaken since July and supporting this MTFS 
are:
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Financial Resilience 
Framework Area

EY Financial Resilience 
Recommendation

Update

Financial Strategy and 
Planning

Review Revenue Reserves The reserves forecast has 
been reviewed, following 
update of financial planning 
assumptions.

Financial Control Review the quality of 
financial capability and 
capacity

Additional resource is being 
secured to strengthen and 
provide support to the 
finance team, including 
through work with Surrey 
County Council.  

Commercial oversight of 
Investment Performance

Undertake an Appropriate 
level of Scrutiny on 
Companies

Victoria Square review 
completed and reported to 
November Executive.  
Review of Thameswey 
group business plans 
reporting to Council in 
December.

1.14 This focus on financial resilience is indicating that the Council’s finances are not sufficiently 
resilient to manage the implications of the current economic climate and the rate of recovery 
following the Covid pandemic. 

1.15 The Council needs to take further actions to improve resilience now, significantly reduce the 
reliance on using reserves to cover the shortfall on the General Fund and establish a level of 
reserves that reflects the commercial and regeneration operations that the Council has 
established.

1.16 A further report will be produced for the December meeting of the Executive to report on the 
strategy to delivery greater financial resilience.

2.0 Local Government Policy and Funding

Government Policy and Direction

2.1 Since the July update of the MTFS the government position, particularly on financial policy has 
changed rapidly.  

 The ‘mini budget’ launched by the then Prime Minister and Chancellor in September 
announced a number of policy initiatives which have subsequently been reversed.

 Interest rates have increased substantially as markets reacted to the ‘mini budget’.

 The new Prime Minister and Chancellor have stabilised the markets, with a financial 
statement due to be delivered on 17 November to address the national budgetary 
shortfall through a combination of spending cuts and tax rises.
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 A new Secretary of State for Levelling Up, Housing and Communities was appointed in 
September, replaced in October by the Secretary of State, previously in office until July, 
returning to the department.

2.2 Whilst the 17 November financial statement will determine the direction of the national 
government finances, it is reasonable to expect the priorities of the Department of Levelling Up 
Communities and Housing (DLUHC) to remain as prior to the changes in Prime Minister.  
However, the ability to deliver policies and prioritisation of resource allocation in a tightening 
budgetary environment is uncertain. 

Local Government Funding

2.3 Whilst the Comprehensive Spending Review (CSR) set government departmental budgets for 
the 3 years from 2022/23 – 2024/25, the local government settlement for 2022/23 was again 
for just a single year with no indications of funding beyond.  

2.4 Given the uncertainty around the national financial position it is difficult to forecast the impact 
on funding for 2023/24 and beyond.

2.5 The MTFS in July 2022 removed the earlier assumption of reductions in the level of support 
from central government, maintain funding levels consistent with 2022/23 for the next 3 years.  
This recognised the pressures in the sector following the Covid pandemic, particularly affecting 
income, and significant inflation on costs.  

2.6 It is likely that local government funding will continue to be under pressure as the government 
seeks to cut costs, however at this stage it is assumed that funding continues at cash levels, 
with the sector required to absorb inflationary pressures within existing budgets.

2.7 Beyond the November financial statement the Provisional Local Government Settlement for 
2023/24 is expected in December.  Any changes will be included in the General Fund budget 
set by Council in February and subsequent update to the MTFS.

2.8 No feedback or update has been received following the Council’s submission to the Shared 
Prosperity Fund.  The fund has been allocated to economic development, the Innovation Hub, 
and Green Infrastructure projects.  

MRP Consultation

2.9 Previous MTFS papers have set out the detail of the government consultation on changes to 
the approach to Minimum Revenue Provision, MRP, which determines amounts to be set aside 
for the repayment of debt. 

2.10 No further updates have been announced by the government and the existing MRP policy 
continues to be applied in the Council’s financial forecasts.  

Business Rates 

2.11 The provisional list of new rateable values (RV) is expected in December 2022.  The national 
RV change will be offset by an equal and opposite movement to the multiplier plus the national 
allowance for appeals that is added to the multiplier.   

2.12 In September 2022, DLUHC issued a consultation paper outlining how it plans to adjust 
authorities’ Business Rates top up/tariff amounts over the next three years. These changes 
would offset the changes in Rateable Value from Revaluation 2023. 
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2.13 The impact of the proposals in this consultation is being reviewed and will be reflected, together 
with any outcome part of the Provisional 2023/24 Finance Settlement in December, in the next 
MTFS update.  

2.14 The Council is part of the Surrey Business Rates Pool for 2022/23.  During September 2022 
the 2023/14 position across Surrey was analysed by LG Futures, who have supported the 
County in applications since the introduction of pooling.  Woking was again one of the better 
placed Districts and was included in the optimum Pool for 2023/24.  The pool has been 
expanded by the inclusion of the London Borough of Sutton in 2022/23 and 2023/24.  This 
enables additional Districts to be included, increasing the resources retained in the County. 
The analysis prepared considered the impact of the revaluation referred to above. 

DLUHC Engagement

2.15 In May 2022 the government announced the Levelling Up and Regeneration Bill which includes 
amendments to the Local Government Act 2003 Section 12 (power to invest) through adding:

 Risk mitigation directions
 Risk thresholds
 Restriction of power to give risk mitigation directions
 Duty to cooperate

2.16 The Department for Levelling Up, Housing and Communities (DLUHC) advised the Council 
that it is likely to be in scope of the Bill’s powers due to its high level of debt.

2.17 Officers from the Council and DLUHC have been working collaboratively to assist the 
Department in understanding the Council’s local borrowing and investment practices into 
regeneration of the Borough in advance of them establishing new measures that will support 
the implementation of the Bill.

2.18 In October the Minister wrote to the Council to request an independent review into the Council’s 
finances, investments, and related governance.  Officers continue to liaise with the team at 
DLUHC but further details of the review are not yet available. 

3.0 UK Economy

3.1 The UK has experienced a steep increase in inflation in 2022 with Consumer Price Index (CPI) 
inflation rising to 10.1% in September.  The Bank of England’s Monetary Policy Committee 
continues to grapple with getting inflation back on track over a three-year horizon and on the 
3 November it increased Bank Rate to 3.00% from 2.25%.

3.2 The new Prime Minister, Rishi Sunak, and Chancellor, Jeremy Hunt are set to announce new 
fiscal policies as part of the 17th of November Autumn Statement that seek to ensure that the 
public finances are kept on a sound footing and that any projected gaps (possibly £50bn to 
£60bn) are fully funded from services efficiencies and/or net tax increases.  The Bank of 
England has also intervened in the longer part of the gilt market to ensure that pension funds 
did not have to undertake a “fire sale” of assets in the wake of the former Chancellor’s policy 
to seek to boost growth with unfunded tax cuts.

3.3 Markets now appear to be calming and the £ has risen from a historic low of $1.03 to $1.14.  
Nevertheless the Bank’s latest Quarterly Monetary Policy Report detailed that the UK economy 
is headed for eight quarters of negative growth with markets now forecasting the Bank Rate to 
peak at between 4.5% and 4.75%.
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3.4 Over the upcoming months economic forecasts will be heavily influenced by monetary policies, 
Government fiscal polies, and the on-going conflict between Russia and the Ukraine.

3.5 The Council’s Treasury Management advisors, Link, provided an update to their interest rate 
forecasts on 8 November.  

4.0 Budget Update

4.1 Since July work has been undertaken to provide detailed draft budget estimates for 2023/24 
whilst completing a further exercise to deliver savings towards the MTFS pressures. 

4.2 The national economy continues to experience high levels of inflation and these are forecast 
to continue into next year.  Many of the Council’s service contracts are linked to indices which 
will increase in line with headline inflation rates.

4.3 Also on the Executive Agenda are updates to the Council’s Investment Programme and 
proposed Fees and Charges for 2023/24.  The financial implications have been incorporated 
into the MTFS position in this report. 

4.4 The significant pressures are considered in more detail in this section. 

Staffing costs

4.5 The Council’s management and administration budget for 2023/24 has been updated to reflect 
known changes to the staffing structure.  Vacant posts offered as savings through the Fit for 
the Future process have been removed.  An increased inflationary allowance of £850k has 
been included within the budget reflecting current market conditions.  The vacancy 
management target has been retained at 450k.  

Energy Costs

4.6 Energy costs continue to be a significant pressure for the Council.  Much of the Council’s 
energy is supplied by Thameswey Energy Ltd (TEL) which is subject to movements in the 
wholesale gas market.  The July MTFS recognised a £1m pressure in 2022/23 and beyond 
reflecting forecast energy prices at that time, particularly driven by the Council’s energy 
consumption at the Leisure Centre and Pool and the Civic Offices.  
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4.7 During August and into September the forecast future gas prices continued to rise which 
resulted in significant additional pressure being forecast in 2022/23 and into 2023/24.  The 
Council embarked on work to identify how energy usage could be reduced to minimise the 
impact of the cost increases. 

4.8 In September the government announced the Energy Bill Relief Scheme which provides a 
discount on wholesale gas and electricity prices for all non-domestic customers (including all 
UK businesses, the voluntary sector like charities and the public sector such as schools and 
hospitals) whose current gas and electricity prices have been significantly inflated in light of 
global energy prices. The support is equivalent to the Energy Price Guarantee put in place for 
households.

4.9 The scheme applies to energy usage from 1 October 2022 to 31 March 2023, running for an 
initial 6 month period for all non-domestic energy users.  It sets a Supported Wholesale Price 
set at less than half the wholesale prices which were previously anticipated this winter, 
reflecting a discounted price per unit of gas and electricity. 

4.10 The impact of the government scheme has been to remove the additional pressure identified 
after the July MTFS update.  The current assumption, for the purposes of setting the 2023/24 
budget, is that prices remain at the supported level.

Fees and Charges

4.11 Proposals for Fees and Charges for 2023/24 are also on this agenda and have been 
incorporated into the forecast in section 5.  

4.12 The MTFS assumed increased levels of income generated from parking so increased income 
only meets existing targets and does not provide additional funds to improve the financial 
forecasts.  Budgets will no longer be held at 2019 levels, with a provision for the impact of 
Covid, but will be rebased to reflect current income forecasts.

4.13 The July MTFS reduced parking income previously incorporated into financial forecasts by 
£1m from 2023/24.  This level of income is consistent with the forecasts updated in the fees 
and charges update for 2023/24.  However, current year activity remains less than envisaged 
and the £1m reduction has now also been applied to 2022/23 income.  

4.14 Commercial rent forecasts have been maintained at the levels assumed in July.  The position 
continues to be reviewed and forecast likely income assessed, being mindful of break points 
in tenant leases and levels of demand for the commercial assets available.   

Other budget pressures

4.15 In October 2022 the Public Sector Audit Appointments (PSAA) announced the results of the 
procurement exercise for local authority external audit from 2023/24 onwards.  The Council’s 
current auditors, BDO, did not bid for work through this procurement and the PSAA propose 
to appoint Grant Thornton as the Council’s new auditors.  The PSAA have indicated that audit 
fees are expected to increase by approximately 150% compared to existing fees, dependent 
on the level of work necessary.  

4.16 As set out above interest rates have increased significantly since July.  The latest Link forecast 
shows a reduction to their forecasts in September, but as the Bank of England seeks to 
address inflationary pressures, rates are at levels which haven’t been seen for many years.  
Most of the Council’s debt is secured at long term fixed rates through the PWLB, however 
there remains some short term debt which will need to be refinanced over the coming year.  
There will also be new debt required to support the Council’s committed investment 
programme.  Interest rates are expected to return to lower levels during 2025.  For the MTFS 
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forecast it is assumed that all borrowing requirements are taken at short term rates to be 
refinanced as longer term debt as considered necessary when the rates fall.

4.17 The Council currently undertakes the delivery of on-street parking services on behalf of Surrey 
County Council (SCC).  From 2023/24 SCC have announced the intention to take back the 
service which will impact on Council through reduced contribution towards the costs of the 
Woking parking service.  

4.18 As detailed in the Victoria Place update report also on this agenda, the car park element of the 
scheme currently remains with the joint venture company.  The Council will pay a management 
fee equivalent to the financing costs incurred by the company managing the asset and retaining 
income generated.  The 2023/24 budget will therefore show this management fee as a service 
cost where previously it was forecast as increased financing costs for the anticipated asset 
acquisition.

Fit for the Future Savings – Phase II

4.19 A programme of work has been underway since August to identify savings across the Council 
to address the financial pressure identified in the last MTFS.  

4.20 Directorates were tasked with seeking a 10% saving, in addition to savings secured in the 2021 
Fit for the Future (FFF) savings exercise.  A team has been established to support this work, 
challenge Directorate returns and compile a summary of the savings identified.  

4.21 The impact of the £5m savings identified and has been incorporated into the summary financial 
outlook above.  £1.5m relate to changes to fees and charges and staffing costs which have 
already been incorporated into the detailed budget proposals for 2023/24.  

4.22 Detailed areas of search can be found in Appendix 1.  An additional programme of proposals 
which require further development has been compiled and was considered by the Corporate 
Leadership Team on 31 October.  Further work is necessary to:

 Monitor the delivery of FFF1 savings.

 Further establish confidence in the delivery of FFF2 identified savings.

 Develop, evaluate, prioritise and resource the additional programme of works for 
inclusion in future updates to the MTFS.

5.0 Summary Financial Outlook

5.1 The financial forecast has been updated to reflect updated assumptions as set out in section 
4.  A detailed schedule of changes can be found in Appendix 2.   

2022/23 2023/24 2024/25 2025/26 TOTAL
£'000 £'000 £'000 £'000 £'000

Projected Budget Shortfall - July 2022 7,314 8,874 9,935 11,181 37,305
Savings identified (-) 584 111-          1,407-         3,208-         4,142-       
Projected Budget Shortfall - November 2022 7,898 8,764 8,528 7,974 33,163
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5.2 The update shows that whilst savings have been identified they have been offset by additional 
pressures.  A saving of £3.2m is forecast by 2025/26 but as the savings are less in earlier 
years, the reduction in use of reserves is only £4.1m over the period to 2025/26.   

5.3 In July it was forecast that, if action was not taken, by the end of 2024/25 the Council’s use of 
reserves would exceed available balances by £1.8m.  By 31 March 2024 balances were 
forecast to be £9.2m, below the Council’s minimum acceptable level of £10m.  

5.4 Updating the reserves forecasts to reflect the above changes, which reduce the use of reserves 
by £1m to 31 March 2025, and updating for other committed reserve requirements and timing, 
results in a reduced level of reserves through the forecast period to 2024/25.

31/03/2023 31/03/2024 31/03/2025 31/03/2026
£m £m £m £m

Forecast Revenue Reserves July 2022 19.5 9.2 -1.8 -14.3 
Movement in forecast -2.8 -2.7 -1.7 1.4
Forecast Revenue Reserves November 2022 16.7 6.5 -3.5 -12.9 

5.5 Despite the efforts over the last 3 months to improve the financial position, the forecast level 
of reserves in the period to 31 March 2025 has become more critical.  Reserves are likely to 
fall beneath the minimum acceptable level by the end of 2023/24 and be fully used during the 
following year.  

5.6 It is clear that further immediate action is required to address this position. 

5.7 The forecasts are significantly influenced by the assumptions around income generation from 
the Council’s commercial interests where there remains significant uncertainty.  The launch of 
the Victoria Place town centre regeneration, including the Italia Conti dance school, during 
2022/23 and the future opening of the hotel and conference facilities has generated additional 
town centre activity.  This is expected to lead to additional levels of footfall, car parking and 
interest in town centre property.  However, the delay in completion of the scheme and the 
national economic outlook, where a downturn is now anticipated, result in any benefit being 
too late to support the Council’s reserves.  

6.0 Actions to address 

6.1 Given the serious financial challenge outlined above, a further report will be brought to the next 
Executive meeting on 8 December.  This will provide further proposals on how the Council will 
respond to the ongoing issues set out in this report.  It is likely to consider in more detail, the 
opportunities provided by:

 Consideration of the level of discretionary services

 Deferral of projects 

 Transformational opportunities

 Capitalisation of costs

 Consideration of potential structural budget changes

6.2 Further work will also continue on reviewing and challenging the detailed financial assumptions 
and projections set out in sections 4 and 5.
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6.3 The government allows the use of capital receipts to fund some transformation costs where 
projects are designed to generate revenue savings or transform service delivery.  A Flexible 
Use of Capital Receipts Strategy is required, and details of those projects which will be funded 
under the strategy must be approved by Council and the government notified.  The Council’s 
approach and Flexible Use of Capital Receipts Strategy will be included in the December 
Executive report.  

7.0 Investment Programme 

7.1 The draft Investment Programme for 2022/23 to 2026/27 is also considered on this agenda.  
The revenue implications are incorporated in the updated financial forecast.   

7.2 Given the financial pressures of the Council and the work with DLUHC on debt levels, 
borrowing is minimised where not committed.  The budget for Opportunity Purchases has been 
removed and the budget for Housing acquisitions reduced to the minimum level considered 
necessary to facilitate necessary tenant moves. 

7.3 The final Investment Programme will be updated to reflect Council decisions relating to the 
Thameswey Business Plans and Victoria Place update reports.  

8.0 Implications

Equalities and Human Resources

8.1 No specific Human Resource or Training and Development implications.

8.2 There are no equalities implications.

Legal

8.3 Section 151 of the Local Government Act 1972 places a general duty on local authorities to 
make arrangements for ‘the proper administration of their financial affairs'. The Local 
Government Act 2003 places a duty on the Council’s Chief Finance Officer to advise on the 
robustness of the proposed budget and the adequacy of reserves. 

8.4 The MTFS is a fundamental element of the Council’s strategic financial management 
arrangements. The MTFS is a policy framework document that is required by law to be adopted 
by Council. 

8.5 The Council is required by statute to set a balanced budget. Members have a duty to seek to 
ensure that the Council acts lawfully. They are under an obligation to produce a balanced 
budget. Members must not come to a decision which no reasonable authority could come to; 
balancing the nature, quality, and level of services which they consider should be provided 
against the costs of providing such services. 

8.6 The MTFS ought to be consistent with the Council’s work plans and strategies, particularly the 
Corporate Plan.

8.7 The Council is required to obtain approval by Full Council of its MTFS.
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9.0 Engagement and Consultation 

9.1 The Council undertook a significant programme of engagement during 2021/22 in preparing 
for the adoption of the Woking for All strategy.  The feedback from this engagement has 
identified priority areas for the Council in allocation of resources over this MTFS.

REPORT ENDS


