APPENDIX 1

MEDIUM TERM FINANCIAL PLAN

The priorities for consideration in the context of the Council’s Medium Term Financial Plan,
agreed by Cabinet, are as follows:

(@)

(c)

The underlying principle of the medium-term financial strategy is that the
Council would intend to maintain the real purchasing power of current
revenue budgets throughout the life of the planned period.

An acceptance that the Education budget will largely be driven by a national
agenda which has driven investment in Education above the level of inflation
throughout the life of this Council. The emphasis within that investment is on
passporting cash to schools. The Council wish to support that approach
whilst recognising that that does create difficulties for funding central support
for schools, particularly in a Council with Herefordshire’s characteristics.

There will be a need to continue to strengthen the Social Care budget through
the medium-term financial plan period if the Council is to maintain
improvement in this key area of its performance. This is particularly true in
the area of care for older people where the Council spends significantly below
its FSS.

The Council has been postponing investment in information and
communications technology, partly because of its poor and inconsistent
inheritance but also because of the difficulty of making judicious investment in
those areas based on the occupation of existing accommodation. Investment
cannot however be further postponed without the Council risking failure in the
way it works and delivers services to the public.

The Council needs to address its performance in relation to highways,
transport, planning and waste. This will require investment but also requires
the Council to support significant changes in the pattern of provision.

There is a need to continue to resource activity, which is of direct benefit to
the community. Recent inspections have led to criticism of levels of
investment in adult learning and libraries. The Council needs to maintain
resources for these services if it is to continue to offer them. If it is unable to
maintain those minimum levels of resources then it needs to consider in some
cases whether to continue to maintain the services at all in some areas.

The Council needs to continue to strive for efficiency. It would be foolish to
pretend with an organisation of the size of the Council delivering the range
and breadth of services that it does always maintain 100% efficiency. There
is however a recognition that the amount which can be driven out by
traditional approaches to improving efficiency are likely to be insufficiently
significant to support the Council’s medium-term financial plan. Cabinet has
therefore agreed to look at two specific projects as an alternative to traditional
approaches to economies and efficiencies. That is not to say that the
traditional approaches won’t continue.



The Service Improvement Programme - this programme is intended to take a
fundamental look at the way in which we operate. It will seek to address the
prospects for savings by entirely changing the process through which we do
things. It is believed that there are significant opportunities for efficiency
savings. Cabinet has agreed in principle to pursuing this approach, ensuring
that savings generated are freed to support the Council’'s medium-term
financial planning rather than individual Directorate and Departmental activity.

Accommodation - the Council’s current occupation of accommodation is
massively inefficient both in terms of the actual occupation of space but also
in terms of maintenance and loss of staff time. Again Cabinet has approved
in principle a process for managing the accommodation requirements of the
Council in a way that will be at least cost neutral and hopefully over the
planned period will make a modest revenue return for reinvestment.

In addition, Cabinet considered the extent it wishes to resource any additional
borrowing required as a consequence of the Prudential Guidelines. Broadly
speaking, each £1,000,000 of capital investment incurs an ongoing revenue
cost of £100,000 per annum. The Medium Term Financial Plan reflects a
provisional sum of £5,000,000 per annum. The position will be reviewed
annually.



