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To:  Chair, Ladies and Gentlemen 

Budget and Council Tax 2022/23 / Medium Term 
Financial Plan 2022/23 to 2025/26 
 
 

1.0 SUMMARY OF THE REPORT 
 
1.1 Revisions to the Medium Term Financial Plan 2022/23 to 2025/26 have been 

deliberated by the Combined Governance and Audit / Joint Scrutiny Committee, 
Cabinet and Council over the course of the Budget setting process. 

 
1.2 The Provisional Local Government Settlement announced on 21st December 2021 

resulted in a funding increase of 9.0% for Merthyr Tydfil County Borough Council for 
2022/23. No revisions are anticipated from the announcement of the Final Local 
Government Settlement on 1st March 2022. 

 
1.3 The proposed Budget Requirement for 2022/23 is £143.074 million. 
 
1.4 The proposed Council Tax increase for 2022/23 is 1.0%. 
 
1.5 In arriving at a Budget Requirement for 2022/23 of £143.074 million, additional costs 

of £357,000 associated with homeless temporary accommodation and utilisation of 
£703,000 of the projected surplus outturn for 2021/22 are proposed.   

 
1.6 The Medium Term Financial Plan indicates a projected budget deficit of £5.464 

million for 2023/24 and a cumulative budget deficit of £16.410 million for the 4 year 
period 2022/23 to 2025/26.  
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2.0 RECOMMENDATIONS that 
 
2.1 A Council Tax increase of 1.0% for 2022/23 (‘Band D’ of £1,746.27) for the County 

Borough Council be recommended to Council for approval. 
 
2.2 Further ‘Additional Demands’ of £357,000 in respect of the temporary 

accommodation homelessness provision as outlined in Section 5 be recommended 
to Council for approval. 

 
2.3 Utilisation of £703,000 of the projected 2021/22 Revenue Surplus Outturn as 

outlined in Section 5 be recommended to Council for approval. 
 
2.4 A Budget Requirement of £143.074 million for 2022/23 (net revenue budget) be 

recommended to Council for approval. 
 
2.5 The Medium Term Financial Plan 2022/23 to 2025/26 be recommended to Council 

for approval. 
 
 

3.0 INTRODUCTION AND BACKGROUND 
 
3.1 The Local Government Act 2003 requires authorities to take an integrated approach 

in the compilation of annual Budgets. Through the Medium Term Financial Plan 
(MTFP), the Council’s revenue priorities are integrated with capital priorities and 
reflect the consequences of capital investment decisions.  

 
3.2 By virtue of section 32(10) of the Local Government Finance Act 1992, as amended, 

the Council must calculate its Budget Requirement for 2022/23 by 11th March 2022 
at the very latest, including the setting of the annual Council Tax rate.  

 
3.3 The Provisional Local Government Settlement for 2022/23 was announced on 21st 

December 2021 and resulted in an increase in the Council’s Aggregate External 
Finance (AEF) of 9.0% for 2022/23. This resulted in an AEF of £110,615,511 for 
Merthyr Tydfil for 2022/23 and is detailed in Appendix 1. The Final Local 
Government Settlement is due to be announced on 1st March 2022 with no revisions 
anticipated.  

 
3.4 Budget 2022/23 and MTFP 2022/23 to 2025/26 proposals have been considered and 

approved (where appropriate) by Cabinet, Combined Governance and Audit / Joint 
Scrutiny Committee and Council as indicated in Table 1.  

 
 Table 1 – Budget / MTFP Committee Dates  
  

Cabinet Council Scrutiny / Audit 

2nd February 2022 
23rd February 2022 

2nd February 2022 
 

26th January 2022 



 
 In addition, a Council Budget Workshop was held on 19th January 2022 and the 

outcome of the public budget consultation 2022/23 exercise was presented to the 
Cabinet of 23rd February 2022. 

 
 

4.0 COUNCIL TAX 2022/23 
 
4.1 A Council Tax increase of 1.0% is proposed for 2022/23. This results in a ‘Band D’ 

Council Tax of £1,746.27 for 2022/23, equating to an additional requirement of 
£17.29 for 2022/23 (equivalent to 33 pence per week), and is outlined in Appendix 2. 

  
4.2 As 84% of the properties within the County Borough are valued at Bands A to C, a 

significant proportion of council taxpayers will be liable to payments less than 
£1,746.27. In addition, the Council Tax Reduction Scheme for 2022/23 adopted by 
Council on 5th January 2022 provides support with Council Tax payments for those 
residents eligible to apply. 

 
4.3 Table 2 outlines the Council Tax increase per Band for 2022/23 and indicates a 

range in increases from 22 pence per week at the lowest Band A to 78 pence per 
week at the highest Band I. 

 
 Table 2 – Council Tax Increase 2022/23 
  

 
Council 

Tax 
Band 

Council 
Tax 

Increase 
2021/22 

£ 

Council 
Tax 

Increase 
2022/23 

£ 

 
 

Increase 
In Year 

£ 

 
 

Increase 
Per Week 

£ 

A 
B 
C 
D 
E 
F 
G 
H 
I 

1,152.65 
1,344.76 
1,536.87 
1,728.98 
2,113.20 
2,497.42 
2,881.63 
3,457.96 
4,034.29 

1,164.18 
1,358.21 
1,552.24 
1,746.27 
2,134.33 
2,522.39 
2,910.45 
3,492.54 
4,074.63 

11.53 
13.45 
15.37 
17.29 
21.13 
24.97 
28.82 
34.58 
40.34 

0.22 
0.26 
0.30 
0.33 
0.41 
0.48 
0.55 
0.67 
0.78 

 
4.4 For the purpose of the MTFP projections, a 1.0% Council Tax increase per annum is 

maintained for the period 2023/24 to 2025/26. 
 
 

5.0 REVENUE BUDGET 2022/23 
 
5.1 Council of 2nd February 2022 noted and approved revisions to the MTFP resulting in 

the opening budget deficit of £5.264 million for 2022/23 being addressed and a 
provisional budget surplus of £503,000 realised, as outlined in Table 3.  

 
 



Table 3 – Projected Budget Surplus 2022/23 
  

Description 2022/23 
£’000 

 
Projected Budget Deficit at +4% 
Impact of Revenue Settlement 
Additional Demands 
Less Budgeted Additional Demands 
Less Hardship Fund 
Efficiency Proposals 
Pay Award Projection 
Real Living Wage for Care Workers 
Council Tax Decision 
 

 
5,264 

-5,361 
4,879 

-4,000 
-2,064 
-1,435 
1,432 

782 
** 

Revised Budget Deficit -503 

 
 Homelessness Provision 
 
5.2 The Chief Finance Officer advised at Council of 2nd February 2022 of Welsh 

Government’s decision not to financially support the pre-booking of Temporary 
Accommodation in 2021/22 for the entirety of the 2022/23 financial year. Previous 
communications had indicated that this would be allowable in order to secure the 
required temporary accommodation for those individuals presenting as homeless. 

 
5.3 The Welsh Government has agreed to support £1.856 million of the £2.064 million 

outlined in Table 3, leaving £208,000 required to be financed by Merthyr Tydfil. In 
addition, further costs of £357,000 are required to be borne by Merthyr Tydfil in 
respect of further temporary accommodation requirements and security costs 
associated with a number of the establishments involved. This results in costs of 
£565,000 to be financed by Merthyr Tydfil. The Chief Finance Officer stated at the 
Council of 2nd February 2022 that this cost would not exceed £600,000 and would be 
financed through the projected revenue surplus outturn for 2021/22. Based on 3rd 
Quarter projections, the revenue surplus outturn for 2021/22 equates to £1.5 million.    

 
 Council Tax Proposal 
 
5.4 Table 3 is based on a Council Tax increase of 3.55% for 2022/23, reflecting 

Council’s approval for the current year. A proposed Council Tax increase of 1.0% for 
2022/23 results in a net loss of income of £641,000 resulting in the budget surplus of 
£503,000 indicated in Table 3 turning into a budget deficit of £138,000. It is proposed 
that the remaining deficit be financed through the projected revenue surplus outturn 
for 2021/22.  

 
 Final Budget Position 2022/23 
 
5.5 The final budget position for 2022/23 resulting from the ‘Homelessness Provision’ 

and ‘Council Tax Proposal’ adjustments is outlined in Table 4, with changes 
highlighted in bold. 

 



Table 4 – Final Budget Position 2022/23  
  

Description 2022/23 
£’000 

 
Projected Budget Deficit at +4% 
Impact of Revenue Settlement 
Additional Demands 
Less Budgeted Additional Demands 
Less Hardship Fund 
Efficiency Proposals 
Pay Award Projection 
Real Living Wage for Care Workers 
Council Tax Decision 
Surplus Revenue Outturn 2021/22 
 

 
5,264 

-5,361 
5,236 

-4,000 
-1,856 
-1,435 
1,432 

782 
641 

-703 

Revised Budget Deficit 0 

 
 A contribution of £703,000 from the projected revenue surplus outturn of £1.5 million 

for 2021/22 is required to set a balanced budget for 2022/23.   
 
 Budget Requirement 
 
5.6 A Council Tax increase of 1.0% results in a Budget Requirement of £143.074 million 

for the financial year commencing 1st April 2022, as detailed in Appendix 2 and 
summarised in Table 5 

  
 Table 5 – Proposed Revenue Budget 2022/23 
  

Description 2022/23 
£’000 

Learning 
Social Services 
Neighbourhood Services 
Economy and Public Protection 
Governance and Resources 
Corporate Costs 
Net Contributions / Recharges 

54,656 
39,399 
12,197 
10,418 

8,714 
20,193 
-2,503 

Net Expenditure 143,074 

 
5.7 The Budget Requirement represents the Council’s net affordable spending power 

based on monies received from the Welsh Government (Aggregate External 
Finance) and monies resulting from the council tax levy.  

 
 Covid-19 
 
5.8 The Welsh Government’s Covid-19 Hardship Fund is ceasing on 31st March 2022. 

As indicated however, the Welsh Government has allowed Merthyr Tydfil to claim 
£1.856 million in respect of pre-booked Temporary Accommodation costs relating to 
the homelessness provision for 2022/23 from the 2021/22 Hardship Fund. 



 

6.0 MEDIUM TERM FINANCIAL PLAN (MTFP) 
 
6.1 A Medium Term Financial Plan is a rolling programme, continually evolving as further 

information and changing circumstances become known. Following the Combined 
Governance and Audit / Joint Scrutiny Committee, Cabinet and Council 
deliberations, Table 6 outlines the movements in the MTFP for the period 2022/23 to 
2025/26. Changes to the 2nd February 2022 Council position in respect of the 
‘Homelessness Provision’ and ‘Council Tax Proposal’ are highlighted in bold. 

 
 Table 6 – Movements in MTFP 2022/23 to 2025/26 
  

Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

Projected Budget Deficit at +4% 
Impact of Revenue Settlement 
Additional Demands 
Less Budgeted Additional Demands 
Less Hardship Fund 
Efficiency Proposals 
Pay Award Projection 
Real Living Wage for Care Workers 
Council Tax Decision 
Surplus Revenue Outturn 2021/22 

5,264 
-5,361 
5,236 

-4,000 
-1,856 
-1,435 
1,432 

782 
641 

-703 

7,982 
-7,132 
6,251 

-4,000 
0 

-2,394 
2,477 

782 
1,498 

0 

11,628 
-7,737 
6,788 

-4,000 
0 

-2,580 
3,097 

782 
2,393 

0 

n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 

Revised Budget Deficit 0 5,464 10,371 16,410 

 
6.2 Table 6 indicates that a budget deficit of £5.464 million is projected for 2023/24 and 

a cumulative budget deficit of £16.410 million is projected for the period of the MTFP. 
 
6.3 The key data underpinning the MTFP are detailed in the MTFP document, attached 

as Appendix 3, and are summarised below: 
 

o A Revenue Settlement of +3.5% for 2023/24 and +2.4% for 2024/25 based on 
the indicative Settlements announced by the Welsh Government with an 
estimated +2% for 2025/26 

o A Pay Award of +4.0% for 2022/23, +2.5% for 2023/24 and +2.3% for 2024/25 
based on the UK Government’s Office for Budget Responsibility (OBR) 
projections for average earnings growth, with an estimated +2.3% for 2025/26 

o A Council Tax increase of 1.0% per annum 
o No utilisation of Reserves, although a contribution of £703,000 from the 

projected revenue surplus outturn for 2021/22 
o Indicative new Additional Demands of £3 million per annum 
o Covid-19 Hardship Fund support for £1.856 million for 2022/23 costs only 
o Projected Real Living Wage for Care Workers expenditure of £782,000 per 

annum 
 
6.4 Table 7 summarises the Directorate net expenditure requirements over the period of 

the MTFP with detailed Budgets included within MTFP document, attached as 
Appendix 3. The projected budget deficits will be addressed through the Council’s 
Change Management Programme, reflecting the Recovery, Transformation and 



Improvement (RTI) Plan, and will be subject to further reports to Cabinet and 
Council. 

 
 Table 7 – Summary MTFP 2022/23 to 2025/26 
  

Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

 
Learning 
Social Services 
Neighbourhood Services 
Economy and Public Protection 
Governance and Resources 
Corporate Costs 
Contributions / Recharges 
 

 
54,656 
39,399 
12,197 
10,418 

8,713 
20,194 
-2,503 

 
56,490 
41,338 
12,526 
12,063 

8,918 
20,698 

701 

 
58,172 
43,811 
12,685 
12,266 

9,130 
21,094 

3,559 

 
59,942 
45,475 
13,086 
12,445 

9,361 
22,564 

6,559 

Net Expenditure 143,074 152,734 160,717 169,432 

 
Available Finance 
 

 
-143,074 

 
-147,270 

 
-150,346 

 
-153,022 

Revised Budget Deficit 0 5,464 10,371 16,410 

  
 

7.0 FINANCIAL IMPLICATION(S) 
 
7.1 The proposed Council Tax increase for 2022/23 is 1.0%, equivalent to a ‘Band D’ 

Council Tax of £1,746.27. 
 
7.2 At a proposed Council Tax increase of 1.0%, the Budget Requirement for 2022/23 

totals £143.074 million, that is an increase of 7.28% on the previous year. 
 
7.3 The MTFP for 2022/23 to 2025/26 currently projects a budget deficit of £5.464 million 

for 2023/24 and a cumulative budget deficit of £16.410 million over the 4 year period 
of the MTFP.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

8.0 INTEGRATED IMPACT ASSESSMENT 
 
  

 Positive 
Impacts 

Negative 
Impacts 

Neutral/Not 
Applicable 

1. Merthyr Tydfil Well-being Objectives  4 of 4 0 of 4 0 of 4 

2. Sustainable Development Principles - 
How have you considered the five 
ways of working? 

 Long term 

 Prevention 

 Integration 

 Collaboration 

 Involvement 

5 of 5 0 of 5 0 of 5 

3. Protected Characteristics (including 
Welsh Language) 

 
0 of 10 

 

 
0 of 10 

 

 
10 of 10 

 

4. Socio-economic Disadvantage  
0 of 6 

 

 
0 of 6 

 

 
6 of 6 

 

5. Consultation and Engagement 
Undertaken 

Due to be 
Undertaken 

Not Required 

1 of 1 0 of 1 
 

0 of 1 
 

6. Data and Evidence to inform the 
proposal 

Yes No 

 
1 of 1 

 

 
0 of 1 

 

7. Biodiversity and the resilience of 
Ecosystems 

Maintained Enhanced Reduced 
Neutral/Not 
Applicable 

 
0 of 1 

 

 
0 of 1 

 

 
0 of 1 

 

 
1 of 1 

 

Summary 

The main positive 
impacts are: 

The report supports the financial sustainability of the Council in proposing 
a balanced budget for 2022/23. In addition, indicative Welsh Government 
Settlements for years 2 and 3 of the MTFP support more effective financial 
planning.  
 
Financial pressures faced by the customer are recognized with the 
proposed increase in Council Tax of 1%. 
 

The main negative 
impacts are: 

Final details in respect of the Pay Award and Real Living Wage impact will 
not be known until after the commencement of the 2022/23 financial year. 
 

 
 
ELLIS COOPER 
CHIEF EXECUTIVE 

COUNCILLOR CHRIS DAVIES 
CABINET MEMBER FOR GOVERNANCE 

AND RESOURCES 
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2022/23 to 2025/26 
 
Council Priorities and 
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2022/23 
 

 
Council 3rd March 2021 
 
 
Announced 21st 
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Combined Governance 
and Audit / Joint 
Scrutiny Committee 26th 
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and Council 2nd 
February 2022 
 
Cabinet 23rd February 
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Council agenda and minutes / 
Finance Department 
 
Finance Department 
 
 
 
Committee agendas and minutes / 
Finance Department 
 
 
 
 
 
Cabinet agenda and minutes / 
Finance Department 
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Does the report contain any issue that may impact the Council’s 
Constitution?  
 

 
No 

 
Consultation has been undertaken with the Corporate Management Team in respect 

of each proposal(s) and recommendation(s) set out in this report.  



Appendix 1
Provisional Local Government Settlement 2022/23

Table 1a: Change in Aggregate External Finance (AEF), adjusted for transfers, by Unitary Authority

£'000

Unitary Authority
2021-22 Final Aggregate 

External Finance

2022-23 Provisional Aggregate 

External Finance

Percentage 

difference
Rank

Isle of Anglesey 104,872 114,549 9.2% 12

Gwynedd 195,905 213,210 8.8% 17

Conwy 167,356 183,308 9.5% 5

Denbighshire 159,060 173,637 9.2% 15

Flintshire 212,608 232,174 9.2% 14

Wrexham 189,233 207,060 9.4% 7

Powys 192,088 210,257 9.5% 6

Ceredigion 110,006 119,419 8.6% 19

Pembrokeshire 179,422 196,253 9.4% 8

Carmarthenshire 285,262 311,597 9.2% 11

Swansea 353,571 386,585 9.3% 9

Neath Port Talbot 237,289 258,068 8.8% 18

Bridgend 212,755 232,364 9.2% 13

The Vale of Glamorgan 168,128 186,011 10.6% 3

Rhondda Cynon Taf 407,050 441,433 8.4% 21

Merthyr Tydfil 101,493 110,616 9.0% 16

Caerphilly 292,712 317,453 8.5% 20

Blaenau Gwent 120,657 130,795 8.4% 22

Torfaen 146,560 160,117 9.3% 10

Monmouthshire 101,003 112,275 11.2% 1

Newport 240,957 265,612 10.2% 4

Cardiff 492,095 544,715 10.7% 2

Total unitary authorities 4,670,080 5,107,507 9.4%  
 
 



Appendix 2

Budget Requirement 2022/23
Corporate Summary

Revised Gross Gross Net

Budget Description Expenditure Income Budget

2021/22 2022/23 2022/23 2022/23                Variance

£ £ £ £ £ %

50,863,000 Learning 58,927,234 -4,271,252 54,655,982 3,792,982 7.46

36,315,250 Social Services 43,769,683 -4,370,320 39,399,363 3,084,113 8.49

10,560,000 Neighbourhood Services 15,770,729 -3,573,899 12,196,830 1,636,830 15.50

9,377,000 Economy and Public Protection 15,237,173 -4,819,255 10,417,918 1,040,918 11.10

7,415,000 Governance and Resources 11,356,261 -2,642,637 8,713,624 1,298,624 17.51

20,326,888 Corporate Costs 35,708,098 -15,514,597 20,193,501 -133,387 -0.66

94,000 Discretionary Non Domestic Rate Relief 94,000 0 94,000 0 0.00

956,000 Employee Severance Costs 791,000 0 791,000 -165,000 -17.26

-600,000 Capitalisation of Severance Costs 0 0 0 600,000 100.00

-835,000 Non General Fund Allocations -835,000 0 -835,000 0 0.00

-850,000 Collection Fund Surplus 0 -850,000 -850,000 0 0.00

-650,000 Corporate Vacancy Factor -1,000,000 0 -1,000,000 -350,000 -53.85

387,000 Pay Award Provision 0 0 0 -387,000 -100.00

0 2021/22 Surplus Outturn Contribution 0 -703,000 -703,000 -703,000 n/a

133,359,138 Net Expenditure 179,819,178 -36,744,960 143,074,218 9,715,080 7.28

-101,492,807 Aggregate External Finance n/a n/a -110,615,511 -9,122,704 -8.99

31,866,331 Net Expenditure Met From Council Tax n/a n/a 32,458,707 592,376 1.86

18,430.74 Council Tax Base n/a n/a 18,587.44 156.70 0.85

1,728.98 Merthyr Tydfil CBC Council Tax Band D n/a n/a 1,746.27 17.29 1.00  
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1.0 Introduction 
 
1.1 Local Government is faced with significant demanding future challenges in 

marrying corporate and service expenditure plans and priorities to scarce 
available financial resources. It is imperative that Merthyr Tydfil County 
Borough Council (MTCBC) recognizes these challenges and aligns 
budgets and spending plans to corporate priorities through the 
implementation of a robust rolling programme Medium Term Financial 
Plan (MTFP) continuously updated to consider changing circumstances, 
future demands, priorities and initiatives. Consequently, regular reporting 
to Corporate Management Team, Cabinet, Governance and Audit 
Committee, Scrutiny Committees and Council is both desirable and 
essential.  

 
1.2 A meaningful, continuously updated MTFP has the following advantages: 
 

 Informs the budget process 

 Allows timely recognition of future budget pressures, minimising 
unforeseen demands 

 Allows budget decisions to be based on priorities rather than the 
requirement to arbitrarily reduce costs 

 Supports earlier budget setting since financial decisions are being 
recommended earlier in the year 

 Supports integration of Council plans and policies 
 
1.3 To ensure ownership of the MTFP by all stakeholders, for example 

members, senior management, service managers and finance 
professionals’, the MTFP must be a meaningful tool in informing effective 
decision making and financial planning.  

 
1.4 A meaningful MTFP should be fully integrated to aid financial planning and 

corporate decision making. The following are considered within the 
Council’s MTFP for 2022/23 to 2025/26: 

 

 Section 2 – Corporate Wellbeing Objectives 

 Section 3 – Asset Management Plan 

 Section 4 – Healthy Organisation Plan 

 Section 5 – Financial Context 

 Section 6 – Revenue Budget 

 Section 7 – Capital Programme / Capital Strategy 

 Section 8 – Reserves Strategy 

 Section 9 – Treasury Management 
 
 
 
  



2.0 Corporate Wellbeing Objectives 

 
2.1 Underpinning all the considerations within Sections 3 to 9 is the 

requirement for the MTFP to be determined by corporate spending 
priorities having regard to the Wellbeing of Future Generations (Wales) 
Act 2015. The Act embraces seven Wellbeing Goals: 
 

1. A prosperous Wales 
2. A resilient Wales 
3. A healthier Wales 
4. A more equal Wales 
5. A Wales of cohesive communities 
6. A Wales of vibrant culture and thriving Welsh Language 
7. A globally responsible Wales   

 
2.2 The Wellbeing Duty dictates that as a public body Merthyr Tydfil County 

Borough Council must develop in a way that is sustainable over the long 
term, to improve the economic, social, environmental and cultural 
wellbeing of Wales. 

 
2.3 In setting its Wellbeing Objectives the Council must demonstrate how it 

has applied the sustainable development principles in aligning with the 5 
ways of working of: 

 
1. Involvement 
2. Collaboration 
3. Integration 
4. Prevention 
5. Long Term 

 
2.4 Under the Wellbeing of Future Generations (Wales) Act 2015 the Council 

is required to fulfil its statutory duty and publish a ‘Statement of Wellbeing’ 
and ‘Focus on the Future Plan’. These documents were approved by the 
Council of 17th April 2019 with the ‘Statement of Wellbeing’ setting out the 
Council’s local Wellbeing Objectives for the community over the five year 
period 2017 to 2022, and the ‘Focus on the Future Plan’ detailing how and 
what the Council will do to achieve the Wellbeing Objectives. The 
Council’s local Wellbeing Objectives are:  

 
Best Start to Life – children and young people get the best start to life 
and are equipped with the skills they need to be successful learners and 
confident individuals 

 
Working Life – people feel supported to develop the skills required to 
meet the needs of businesses, with a developing, safe infrastructure 
making Merthyr Tydfil an attractive destination 



 

Environmental Wellbeing – communities protect, enhance and promote 
our environment and countryside 
 

Living Well – people are empowered to live independently within their 
communities, where they are safe and enjoy good physical and mental 
health  

 
2.5 The Council’s Statement of Wellbeing approved by Council on 21st April 

2021 reaffirmed the four local wellbeing objectives and advised on the 
integration of two further strategies into the Corporate Wellbeing Plan, 
namely the Tackling Poverty Strategy and the Recovery, Transformation, 
and Improvement (RTI) Plan. Continued confirmation of the current four 
local wellbeing objectives was sought from Council of 2nd March 2022.    

 
 

3.0 Asset Management Plan 
 
3.1 The Corporate Asset Management Plan 2014/2019 was approved by 

Council on 26th March 2014. The Plan recognises that the effective 
management of property contributes to the Council’s ability to deliver on its 
corporate priorities and on its ability to sustain wider service delivery. An 
updated Asset Management Plan is currently being drafted and is due to 
be presented to Scrutiny Committee in March 2022. 

 
3.2 The current Plan sets out the vision for asset management where: 
 

o The property portfolio is aligned to corporate priorities and service 
requirements 

o Appropriate investment is made in capital projects 
o The portfolio is efficiently maintained, is fit for purpose and meets 

health and safety requirements 
 

3.3 The Corporate Asset Management Plan includes appendices in respect of: 
 

o Progress Against Previous Asset Management Plan 
o Maintenance Strategy 
o Carbon Management Plan 
o Office Accommodation Strategy 
o Disposal Strategy 
o Property Review Strategy 
o Community Asset Transfer Strategy 
o Community Organisation Rental Policy 

 
3.4 The Plan is a live document updated, as necessary, to reflect changes to 

service delivery, Council structures and legislation.  



  
3.5 Fundamental to improving and strengthening links with the Medium Term 

Financial Plan has been the implementation of the Asset Management 
System, which ensures that all financial and property management 
systems are linked to a single, complete and accurate Asset Register. The 
Technology Forge (TF), were appointed in September 2011 following a 
tender exercise to provide a corporate Asset Management Software 
System. This system provides an integrated Asset Register, which 
facilitates the production of the Council’s Capital Accounts and enables a 
corporate approach to Asset Management Planning. 
 

3.6 The Workforce Plan is completed as part of the performance management 
yearly cycle, focusing on gaps in service delivery where staff numbers and 
skills are considered inadequate. Accommodation requirements and the 
potential for mobile or flexible working practices are also explored as part 
of the workforce planning process. This exercise informs the Medium 
Term Financial Plan, provides data which informs the Office 
Accommodation baseline and provides for continuous review of the office 
accommodation requirements. A corporate move to agile working is 
currently being implemented which will result in reduced office 
accommodation needs, reduced running costs and provides the potential 
to raise income from letting vacant space.   
 

3.7 The Authority’s Property Review Officer is tasked with rationalisation of the 
Property portfolio, re-allocating property to appropriate service areas and 
identifying potential surplus property thus realising capital receipts.  

  
3.8 To enable continued improvements the Council has engaged with ReFit 

Cymru and the Welsh Governments Energy Service to carry out feasibility 
studies and Investment Grade Proposals, (IGP’s), for energy and carbon 
reductions projects in buildings.  Funding has been sought in order for the 
projects to be completed on the basis that any savings will cover the cost 
of installation. 

 
3.9 The Council has employed an Energy Engineer and assistant tasked with 

identifying and delivering sustainable projects and savings and working 
with ReFit to manage to process. 

 
3.10 Council of 23rd October 2019 approved the Council’s first Carbon 

Management Plan outlining Merthyr Tydfil County Borough Council’s 
strategy to reduce CO2 emissions arising from buildings, street lighting, 
fleet and business travel by 15% by 2025. 

 
3.11 The Council currently targets Capital Receipts to support Capital 

Programme ambitions – £1 million for 2022/23 and thereafter £500,000 
per annum. A Corporate Maintenance Budget allocation of £300,000 is 



included in the Capital Programme for essential maintenance work and 
priorities are managed in accordance with the Maintenance Strategy 
requirements. 

 
3.12 The Highway Asset Management Plan (HAMP) was approved by Council 

on 5th December 2012 setting out a series of actions enabling the 
Authority, by building on existing processes, to continuously improve its 
service delivery framework. This will assist in meeting the Authority’s 
strategic goals in the most effective manner given the constraints of 
statutory requirements, customer expectations and funding considerations. 

 
 

4.0 Healthy Organisation Plan  

 
4.1 Merthyr Tydfil County Borough Council has a wealth of skills and 

experience across its most valuable resource; the workforce. Our 
employees work with partners to provide services that meet the needs of 
our residents in delivering our well-being objectives and priorities. 

 
4.2 Merthyr Tydfil County Borough Council is a lean organisation meaning our 

challenges include ensuring that resources are appropriately targeted and 
are used to meet our priorities.  We are moving through a period of 
transformation and this means we need to ensure that we deliver the 
services to the people of Merthyr that they really need, whilst making 
changes and improvements to the way that is delivered.  It is a challenging 
time but transformation can allow us to deliver value for money services 
and make the improvements required.   

 
4.3 The Healthy Organisation Plan is designed to support the Council in 

achieving its objectives by anticipating the workforce implications and help 
set out some specific actions that affect its workforce. The workforce plan 
has been designed in line with service areas requirements and manager 
input to ensure it supports the delivery of critical services within the 
council. 

 
4.4 In delivering the objectives set out in the Healthy Organisation plan, we 

will be creating the conditions necessary to ensure the future sustainability 
and high performance of our Council. It is our staff who are the key to our 
success along this journey, and so this Healthy Organisation Strategy sets 
out our commitment to creating a people-focused environment, where 
every employee can thrive and perform to their full potential.  

 
4.5  We recognise and value our people as our most important asset in 

achieving our Organisational Goals. One of the key successes to any high 
performing organisation is ensuring that you have the right people with the 
right skills and that you are putting the people agenda at the forefront. It is 



through our people that an excellent service experience will be delivered. 
To succeed, therefore, we need the right people with the right skills and 
values in place at the right time. We need exceptional leaders who 
champion our culture, live our values and facilitate high performance, and 
a highly talented, diverse, skilled and motivated workforce who are 
empowered and engaged through working in a developmental, 
collaborative, inclusive and supportive working environment 
 

4.6 In order to ensure that the Council is fit for future generations and can 
provide citizens a high level of service, it will be necessary to ‘think outside 
of the box’ and use innovation and positive, proactive action in order to 
improve performance and drive efficiencies.  

 
4.7 Change must be embraced and a holistic approach is required to assess 

how the Council’s structure, staff engagement and the Council’s 
performance impacts upon its resource. In this regard, Organisational 
Development and workforce planning is an essential piece of the jigsaw in 
creating a Council which can continue to provide its valued services.   

 
4.8 As part of the transformation, the Human Resources (HR) Service is active 

with this requirement in supporting the Council in undertaking work to 
develop a Healthy Organisation.  This includes looking at workforce 
planning and transformational projects such as digitalisation. There is a 
strong focus on Performance Management and supporting the workforce 
to develop and review their performance and providing training and 
upskilling opportunities. 

 
4.9 In order to achieve the actions within the Healthy Organisation Plan 

considerable investment in the development of our staff has been 
supported.  Further plans are in place to increase the development of our 
Leaders and Managers buy creating a Leadership and Management 
Curriculum.  Within the curriculum will be blended training opportunities 
such as e-learning, video’s and training programmes.  Further skills 
development activities and wellbeing is being developed and will benefit 
our staff during the agile working plans. 
 

4.10 Continuation of the Apprenticeship programme for 2022-23 where 7 
apprentices are completing apprenticeships in key service areas linked to 
the RTI plan. 

 
4.11 It is clear that the Council’s Healthy Organisation objectives and ambitions 

are intrinsically linked with effective financial management and planning 
and as such must be clearly demonstrated and reflected in the Medium 
Term Financial Plan. HR is committed to continuing to work proactively 
and strategically in partnership with each Chief Officer and Head of 
Service to ascertain workforce priorities towards a Healthy Organisation 



and mitigate potential people risks.  This will include proposals to ensure 
we support our current workforce to develop within their roles, have a 
return on investment from the apprenticeship levy, and look at supporting 
the people of Merthyr Tydfil.  We aim to offer an easy to use recruitment 
process, where we can attract the best talent to work for the Council and 
can offer a career path to future roles and progression.  We will continue 
to offer work experience options to develop skills, obtain experience of a 
workplace environment and to showcase the wide range of careers within 
the Council. 

 
 

5.0 Financial Context 
 
 Introduction  
 
5.1 The outlook for day-to-day spending in the Welsh budget has been 

transformed over recent months, with funding for 2022/23 being £1.6 
billion higher than expected based on March 2021 spending plans. 
Relative to the 2021/22 baseline, core spending (excluding Covid-19) will 
grow by £2.0 billion next year, and by £2.9 billion by 2024/25. However, 
many areas of the budget face major cost and demand pressures, during 
a challenging economic period.  

 
5.2 Increases to the NHS budget would take up over half of the increase to the 

Welsh budget in 2024/25 and would be 11% higher in real terms than in 
2021/22. In contrast to much of the last decade this should still allow large 
increases in funding for all other areas of spending. However, spending 
outside of the NHS will still remain around 5% below pre-austerity levels in 
2024/25, and 10% below on a per-person basis. 

 
5.3 Recovering from Covid-19 will likely require significant additional capital 

investment in the NHS, while the multi-year capital settlement will allow 
the Welsh Government to set out investments to tackle climate change. 
Wales Fiscal Analysis1 calculate that increasing capital spending in both 
these areas over coming years will mean difficult choices for all other 
areas of capital spending. 

 
5.4 Wales Fiscal Analysis1 calculate that local authority spending will need to 

grow by 3.9% a year in nominal terms over the next three years to meet 
baseline funding pressures in 2024/25, with some continuing pandemic-
related costs and losses projected over the next two years. Another 
source of pressure will be the need to support pupils for lost learning time 
during the pandemic, which could mean an additional £66 million per year 
for Welsh schools. 

 



5.5 Welsh Government funding for local government is projected to grow by 
4% a year in nominal terms over the next three years, with the increase in 
funding front-loaded in 2022/23. This is evidenced by the average Wales 
Revenue Settlement for 2022/23 of +9.4% reducing to an indicative 
Settlement of +3.5% for 2023/24 and +2.4% for 2024/25. In later years, 
councils may have to rely more heavily on council tax increases to meet 
projected spending needs.  

 
5.6 Making several assumptions about the funding pressures facing the NHS 

in Wales, Wales Fiscal Analysis1 estimate Covid-19 related pressures 
could average £530 million a year over the next three years, on top of 
underlying pressures. 

 
5.7 The Co-operation Agreement between the Welsh Government and Plaid 

Cymru contains significant additional spending commitments. These 
include free school meals for all primary school pupils, expansion of early 
years childcare to all two-year�olds, and the ambition for a National Care 
Service free at the point of need.  

 
 1Wales Fiscal Analysis (WFA) is a research body within Cardiff University’s Wales 

Governance Centre that undertakes authoritative and independent research into the 

public finances, taxation, and public expenditure of Wales. 
   
 Revenue Settlement 
 
5.8 The Welsh Government (WG) announced the Provisional Local 

Government Settlement for 2022/23 on 21st December 2021 with an 
Aggregate External Finance (AEF) increase of 9.4% for Wales. The Wales 
AEF for 2022/23 totals £5.107 billion and is the total revenue funding 
received from the WG being the sum of the Revenue Support Grant and 
Redistributed Non-Domestic rates.  

 
5.9 Merthyr Tydfil’s AEF for 2022/23 increased by 9.0% to £110.6 million 

being a cash increase of £9.1 million after allowing for transfers into the 
settlement. 

 
5.10 The base budget for 2021/22 was increased by £16,788 to allow for a 

transfer into the settlement for 2021/22 of £107,250 (relating to the Social 
Care Workforce Grant) offset by a formula adjustment of £90,462. 

 
5.11 Also announced by the Welsh Government were indicative Wales average 

Settlements for 2023/24 and 2024/25 of +3.5% and +2.4% respectively. 
This is welcomed since it provides Local Authorities with more certainty in 
supporting effective financial planning over the medium term. 

 
5.12 The Council’s revenue settlements for the period 2006/07 to 2022/23 with 

indicative settlements for 2023/24 and 2025/26 are outlined in Figure 1.  



  
 Figure 1 – AEF Analysis  
 

 
5.13 It is evident from Figure 1 that even though the revenue settlements for 

the period 2020/21 to 2022/23 are the best since 2006/07, the Council has 
faced significant financial challenges over the long-term, experiencing a 
period of unprecedented funding reductions as Central Government 
continued its policy of financial austerity. It is clear that the significant 
increased settlement for 2022/23 is followed by significant indicative 
reductions for the following 2 years. The Authority has prudently projected 
a settlement increase of 2% for 2025/26.  

 
 Capital Settlements 
 
5.14 The WG in its announcement of the Provisional Local Government 

Settlement for 2022/23 notified Authorities of General Capital Funding 
(GCF) allocations for 2022/23. GCF is the sum of General Capital Grant 
and Un-hypothecated Supported Borrowing and is used to finance the 
costs of the Council’s capital investment ambitions.   

 
5.15 Outlined in Figure 2 are the GCF allocations for the period 2010/11 to 

2022/23 clearly demonstrating that Capital Settlements have significantly 
reduced over the period 2010/11 to 2013/14 before stabilising at circa £2.6 
million per financial year. There followed an increase to £3.1 million for the 
2019/20 to 2021/22 financial years, before a further reduction to £2.6 
million for 2022/23. It should be noted that 2021/22 includes additional 
GCF of £1.234 million allocated by Welsh Government in February 2022 



to support financial pressures within the Capital Programme arising from 
Covid-19 and escalating costs within the construction industry. 

 
 Figure 2 – GCF Allocations 2010/11 to 2022/23  
 

 
5.16 It is evident from Figure 2 that, despite the increase for the period 2019/20 

to 2021/22, capital funding through the GCF has reduced significantly from 
2010/11 to current funding levels. If GCF had been maintained at the 
2010/11 level then the Council would have received additional funding of 
nearly £16 million over the period indicated in Figure 2. This reduction has 
placed additional pressures on the Council to satisfy capital investment 
requirements at a time when demand for capital investment in highways 
infrastructure, schools’ reconfiguration and maintaining ageing property 
assets is increasing. Core capital funding is projected to remain at £2.632 
million per annum over the period of the MTFP.   

  
5.17 The Council’s core capital funding can be supplemented by capital 

receipts, which are receipts to the Authority from the disposal of its fixed 
assets. In addition, the Council is able to enter into unsupported borrowing 
through the Prudential Code Framework for Capital Finance as long as 
this initiative is considered affordable, prudent and sustainable.  

 
5.18 In addition to GCF the Council receives capital grants from a variety of 

sources, mainly through the guises of WG, which are restricted for specific 
projects and are governed by the terms and conditions of the grant 
approval.  

 
 
 
 



 Projected Revenue Budget Outturn 2021/22 
 
5.19 As reported to Cabinet on 23rd February 2022 the projected revenue 

outturn based on the 3rd Quarter of 2021/22 is a net budget surplus of 
£1.507 million as detailed in Table 1.   

    
 Table 1 – Projected Revenue Outturn 2021/22 
  

Description  
Budget 
£’000 

Projected 
Outturn 

£’000 

 
Variance 

£’000 

 
Variance 

% 

 
Learning 
Social Services 
Neighbourhood Services 
Economy and Public Protection 
Governance and Resources 
Corporate Costs 
Contributions / Recharges 
 

 
50,746 
35,240 
10,525 

9,255 
7,394 

20,368 
-186 

 
51,014 
34,262 
10,628 

9,324 
7,418 

20,306 
-1,117 

 
268 

-978 
103 

69 
24 

-62 
-931 

 
0.53 

-2.78 
0.98 
0.75 
0.32 

-0.30 
500.54 

Net Expenditure 133,342 131,835 -1,507 -1.13 

 
5.20 It is projected that the Welsh Government, through its Covid-19 Hardship 

Fund, will provide Merthyr Tydfil with additional funding of circa £8.5 
million for additional costs and loss of income related to the pandemic.      

 
5.21 Budget monitoring during 2021/22 has been supported by effective 

scrutiny and challenge provided by the Budget Board, contributing to the 
projected healthy financial position for 2021/22. 

  
 

6.0 Revenue Budget 
 
 Summary 
 
6.1 The net Revenue Budget for 2022/23 of £143.074 million, together with 

projected budget deficits for 2023/24 to 2025/26 are outlined in Appendix 
A and summarised in Table 2. 

 
 
 
 
 
 
 
 



 Table 2 – Budget Requirements 2022/23 to 2025/26 
  

Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

 
Learning 
Social Services 
Neighbourhood Services 
Economy and Public Protection 
Governance and Resources 
Corporate Costs 
Contributions / Recharges 
 

 
54,656 
39,399 
12,197 
10,418 

8,713 
20,194 
-2,503 

 
56,490 
41,338 
12,526 
12,063 

8,918 
20,698 

701 

 
58,172 
43,811 
12,685 
12,266 

9,130 
21,094 

3,559 

 
59,942 
45,475 
13,086 
12,445 

9,361 
22,564 

6,559 

Net Expenditure 143,074 152,734 160,717 169,432 

 
Available Finance 
 

 
-143,074 

 
-147,270 

 
-150,346 

 
-153,022 

Revised Budget Deficit 0 5,464 10,371 16,410 

 
6.2 It is evident from Table 2 that the Council is projecting a budget deficit of 

£5.464 million for 2023/24 and a cumulative budget deficit of £16.410 
million for the period 2023/24 to 2025/26. This projection is based on the 
indicative Wales average settlements of +3.5% and +2.4% for the 2023/24 
and 2024/25 financial years respectively, and an assumed settlement of 
+2% for 2025/26. 

 
6.3 Indicative ‘new’ additional demands of £3 million per annum for the period 

2023/24 to 2025/26 are included reflecting inevitable further requirements 
in addressing demographic growth and service financial pressures.  

 
 Wellbeing Objectives 
 
6.4 In embracing the Wellbeing of Future Generations (Wales) Act 2015 the 

Council has arrived at the following four wellbeing objectives: 
 

1. Best Start to Life 
2. Working Life 
3. Environmental Wellbeing 
4. Living Well 
 

6.5 The net expenditure position for 2022/23 is outlined in Table 3 and 
demonstrates that for 2022/23, 82% (80% in 2021/22) of the Net Revenue 
Budget is allocated to services directly contributing to the Wellbeing 
Objectives with 18% (20% in 2021/22) allocated to expenditure 
contributing to the Council’s ‘Business As Usual’.  

 



 Table 3 – Budget Requirement 2022/23 Linked to Wellbeing Objectives 
  

Description Directorate Budget 
£’000 

Budget 
% 

Best Start to Life 
Working Life 
Environmental Wellbeing 
Living Well 

Learning 
Economy and Public Protection 
Neighbourhood Services 
Social Services 

54,656 
10,418 
12,197 
39,399 

38 
7 
9 

28 

 Total 116,670 82 

 
Business As Usual 
 

Governance and Resources 
Corporate Costs 
Contributions / Recharges 

8,713 
20,194 
-2,503 

6 
14 
-2 

 Total 26,404 18 

    

 Budget Requirement 2022/23 143,074 100 

 
 MTFP Revisions 
 
6.6 Outlined in Table 4 are the revisions to the March 2021 position approved 

by Council in arriving at updated projected budget deficits for 2022/23 to 
2025/26. Proposals have been considered and approved (where 
appropriate) by Cabinet, Combined Governance and Audit / Joint Scrutiny 
Committee and Council. 

 
 Table 4 – Projected Budget Deficits 2022/23 to 2025/26 
  

Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

Projected Budget Deficit at +4% 
Impact of Revenue Settlement 
Additional Demands 
Less Budgeted Additional Demands 
Less Hardship Fund 
Efficiency Proposals 
Pay Award Projection 
Real Living Wage for Care Workers 
Council Tax Decision 
Surplus Revenue Outturn 2021/22 

5,264 
-5,361 
5,236 

-4,000 
-1,856 
-1,435 
1,432 

782 
641 

-703 

7,982 
-7,132 
6,251 

-4,000 
0 

-2,394 
2,477 

782 
1,498 

0 

11,628 
-7,737 
6,788 

-4,000 
0 

-2,580 
3,097 

782 
2,393 

0 

n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 
n/a 

Revised Budget Deficit 0 5,464 10,371 16,410 

  
 Revenue Settlement 
 
6.7 The Welsh Government’s Provisional Local Government Settlement was 

announced on 21st December 2021 and resulted in an increase in Merthyr 
Tydfil’s Aggregate External Finance (AEF) for 2022/23 of 9.0%. Wales 
average indicative Settlements of +3.5% and +2.4% were also announced 



for 2023/24 and 2024/25 respectively, enabling Local Authorities to 
effectively plan over the medium term. The Final Local Government 
Settlement is due to be announced on 1st March 2022 with no revisions 
anticipated. 

 
6.8 The additional funding received for 2022/23 of £5.361 million (see Table 4) 

results from the following: 
 

o An increase in the Revenue Settlement from the budgeted +4% to 
the provisional +9.0% equates to additional funding of £5.081 
million. 

o An increase in the Council Tax base from the budgeted 18,430.74 
to the final of 18,587.44 equates to additional funding of £280,000. 

  
6.9 The additional funding impact for the period 2023/24 to 2024/25 is based 

on the indicative Welsh Government Revenue Settlements of +3.5% for 
2023/24 and +2.4% for 2024/25, with +2% prudently projected by the 
Council for 2025/26. It should be noted that a Revenue Settlement of +2% 
per annum was previously budgeted for the period 2023/24 to 2024/25. 

   
Additional Demands 

 
6.10 Managers have identified a number of additional financial demands, 

considered unavoidable, for inclusion in the MTFP, resulting from service 
financial pressures such as demographic growth, legislative changes, new 
initiatives, loss of income and changes to grants terms and conditions. 

 
6.11 These additional budget requirements are detailed in Appendix B and total 

£5.236 million for 2022/23, compared to the indicative budgeted demands 
of £4 million. 

 
6.12 Included within additional demands are a further £1.550 million (over and 

above the £871,000 previously included in the MTFP) relating to the 
additional cost for homelessness provision in providing temporary 
accommodation for those individuals presenting themselves as homeless. 
The Welsh Government has agreed to support £1.856 million of pre-
booked 2022/23 costs from the 2021/22 Covid-19 Hardship Fund. The 
remaining £565,000 will be financed from the Council’s projected revenue 
surplus outturn for 2021/22, which as indicated in Table 1 stands at £1.507 
million. No Welsh Government financial support is projected thereafter. 

 
 Efficiency Proposals 
 
6.13 Managers have identified efficiencies of £1.435 million for 2022/23 as 

detailed in Appendix C. These efficiency proposals reflect additional 
income, the realignment of budgets by reviewing MTFP assumptions in 



recognising current circumstances and the positive financial impact from 
the introduction of cost avoidance initiatives.  

 
6.14 No service budget cuts are proposed and no efficiency contribution is 

requested from schools. 
 
 Pay Award Projection  
 
6.15 The National Employers for Local Government Services in negotiation with 

the Trades Unions are yet to announce the negotiated agreed pay award 
for 2021/22, although +1.75% has been tabled by the Employers as a final 
offer. A Pay Award of +1.75% per annum was included in the MTFP when 
approved March 2021. 

 
6.16 It is considered prudent to reflect the UK Government’s Office for Budget 

Responsibility (OBR) projections for average earnings growth included in 
its economic and fiscal outlook documentation, in determining potential 
future pay awards. This results in projected increases of +4.0% for 
2022/23, +2.5% for 2023/24, +2.3% for 2024/25 with a Council estimate of 
+2.3% for 2025/26. The projected additional cost for Merthyr Tydfil for 
2022/23 is £1.432 million.  

 
 Real Living Wage for Care Workers 
 
6.17 Welsh Government has stated that the Revenue Settlement includes 

funding to enable Local Authorities to meet the additional costs of paying 
the Real Living Wage of £9.90 per hour to Social Care Workers from 1st 
April 2022. It applies to Care Workers within the independent sector since 
Merthyr Tydfil is currently paying all employees above the Real Living 
Wage. 

 
6.18 Welsh Government estimates that the financial commitment across Local 

Authorities and Health Boards in Wales is £43.2 million, with £6.7 million 
being financed from Health budgets, leaving the Local Authority estimate 
at £36.5 million. Merthyr Tydfil’s proportion of the all Wales Personal 
Social Services Indicator Based Assessment, which informs the 
Settlement distribution, is 2.14% resulting in a Merthyr Tydfil projected 
cost of £782,000. 

 
 Council Tax Increase 
 
6.19 The spending power implications resulting from the Council tax levy are 

based on the following principles over the 4 year period of the MTFP: 
 

o Council Tax increase of 1.0% per annum 
o Council Tax collection rate of 96% 



o Council Tax Base of 18,587.44 
 

6.20 Previously the MTFP budget deficit projections were based on a Council 
Tax increase of 3.55% per annum (as approved for 2021/22). The net 
impact of the 2.55% reduction to the proposed +1.0% for 2022/23 is a net 
loss of Council Tax income of £641,000 with a corresponding significant 
impact over the term of the MTFP as outlined in Table 4.  
  

6.21 At a Council Tax increase of 1.0%, the Merthyr Tydfil County Borough 
Council levy indicates an average Band D charge of £1,746.27, an 
increase of £17.29 for the year equating to an increase of 33 pence per 
week.   

  
 Other Considerations 
 
6.22 Increases in the rate of inflation have been widely documented over the 

last number of months. The updated Consumer Price Index (CPI) rate of 
inflation announced on 16th February 2022 by the UK Government’s Office 
for National Statistics was confirmed as 5.5%. Merthyr Tydfil’s budget 
proposals include projections for wage inflation, increases in utility costs 
and increases in contract costs where appropriate. 

 
6.23 The projections within the MTFP will be continually subject to review with 

any proposed amendments reported to Cabinet and Council. These 
amendments may result from a variety of changing circumstances 
including updated school pupil numbers, revised corporate priorities, new 
demands and initiatives, unforeseen emergency considerations, changes 
to income profiles, demographic changes, organisational restructure, 
capital investment decisions, inflationary pressures and the change 
programme. 

 
 Council Priorities and Budget Consultation 
 
6.24 As part of the budget setting process, the Council is required to consult 

with the residents of the County Borough on how we spend their money 
and what should be the Council’s priorities for 2022/23. 

 
6.25 As part of this process, over a twelve week period from November 2021 to 

February 2022, a survey was available for residents of the County 
Borough. Owing to the rise of the Covid-19 Omicron variant and the 
subsequent restrictions, only one roadshow event at Merthyr College was 
able to take place. 

 
6.26 The results of the consultation and engagement exercise were reported to 

Cabinet on 23rd February 2022 with Council services prioritised as 
indicated in Table 5. The total number of respondents was 258. 



 
 Table 5 – Residents Prioritisation of Council Services 
  

Budget Priority Area Priority 

 
Refuse and Waste 
Schools and Education 
Highways and Infrastructure 
Environmental Health & Community Safety 
Adult Social Care 
Children’s Social Care 
Community Regeneration 
Leisure & Culture 
Physical Regeneration 
Street Scene 
 

 
88% 
82% 
82% 
81% 
77% 
76% 
71% 
60% 
52% 
45% 

 
6.27 The Council’s spending plans for 2022/23 recognises these priorities with 

additional monies allocated to Neighbourhood Services and Economy and 
Public Protection whilst still reflecting residents’ desire for priority funding 
of Education and Social Services. 

 
6.28 In respect of an acceptable Council Tax increase, a total of 277 residents 

responded as follows: 
 

o 161 (58%), responded to maintain as many services as possible at 
the current level, even if it meant a reasonable increase in Council 
Tax. 

o 240 (87%), supported a Council Tax increase of lower than 
+3.55%. 

 
The proposed Council Tax increase of 1.0% for 2022/23 satisfies both 
residents’ requirements, with services maintained and strengthened where 
necessary, at a Council Tax increase significantly lower than the originally 
budgeted +3.55%.    

 
 Sensitivity Analysis 
 
6.29 The development of sensitivity analyses techniques further prepares the 

Council for changing circumstances and its impact on the projected budget 
deficits for the medium term. This allows the Council to consider ‘worst 
case’, ‘best case’ and ‘most likely’ budget scenarios.  

 
6.30 The sensitivity of changing circumstances and/or revised assumptions are 

considered in the following selected scenarios. 
 



Sensitivity Analysis – Revenue Settlement 
 

6.31 The budget deficit projections within the MTFP are based on the Welsh 
Government’s Wales average indicative Settlements of +3.5% for 2023/24 
and +2.4% for 2024/25, with a Council assumed +2.0% for 2025/26. Table 
6 outlines two alternative Settlement scenarios indicating the potential 
impact on the MTFP projected budget deficits. 

 
 Table 6 – Revenue Settlement Scenarios 
 

Description 2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

 
Scenario 1 – the financial impact of a 1% 
increase or decrease in the Settlement over 
the period of the MTFP 
 

 
 

1,106 

 
 

2,267 

 
 

3,461 

 
Scenario 2 – the financial impact of a cash 
flat 0% increase in the Settlement over the 
period of the MTFP 
 

 
 

3,872 

 
 

6,619 

 
 

8,964 

 
 Table 6 demonstrates that for 2023/24, for every 1% change in the 

budgeted Settlement, the Authority has either £1.106 million more or 
£1.106 million less monies to spend on Council services.  

 
 Sensitivity Analysis – Council Tax Increase 
 
6.32 The budget deficit projections within the MTFP are based on a Council 

Tax increase of 1% over the period of the MTFP. Table 7 outlines the 
financial impact on the MTFP projected budget deficits of a 1% change in 
the Council Tax over the period of the MTFP. 

 
 Table 7 – Council Tax Increase Scenario 
  

Description 2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

 
The financial impact of a 1% increase or 
decrease in Council Tax over the period of 
the MTFP 
 

 
 

324 

 
 

652 

 
 

984 

 



 The figures in Table 7 are gross of the potential impact of the Council Tax 
increase on the number of people claiming financial support under the 
Council Tax Reduction Scheme. 

 
  The Challenge Ahead 
 
6.33 Based on the projections determining the MTFP, the Council is faced with 

significant challenges in addressing the projected budget deficits over the 
term of the MTFP. Transformation initiatives are critical in ensuring the 
financial sustainability of the Council and providing assurance to all 
stakeholders (including Welsh Government and Audit Wales) that the 
Council can confidently respond to both current and future financial 
challenges. 

 
6.34 The Council has developed a Recovery, Transformation, and 

Improvement (RTI) Plan with the following priorities: 
 

o Education – Raising Standards 
o Social Services – Increased Resilience 
o Economic Recovery 
o Neighbourhood Services Recovery 
o Digital Transformation 
o Healthy Organisation 
o Commercial Programme 
o Governance Improvement 

 
The objective is better outcomes for the residents of the County Borough, 
with gross investment of £888,000 approved for 2022/23. Both a 
quantitative return and qualitative return is anticipated from the investment 
in services as follows: 
 

o Quantitative – efficiency savings and cost avoidance opportunities 
through investment in preventative initiatives 

o Qualitative – increased performance, service improvement and risk 
mitigation 

 
Feasibility Studies 

 
6.35 In complementing the RTI Plan further change programme initiatives are 

being identified to ensure the Council’s long-term financial sustainability. A 
number of feasibility / pilot studies are currently being developed to 
establish the feasibility of proposed projects together with potential 
financial return. These include: 

 



o Solar Panels Fitted to Multi Storey Car Park – electricity generated 
can be used at Civic Centre and Electric Vehicle (EV) chargers 
within the car park 

o Private Wire Scheme – development of a solar farm with the 
potential to provide electricity to other organisations 

o Reduction in Social Services Agency Costs – support worker pilot is 
currently underway with anticipated savings and service 
improvement 

o Baby and You Project – pilot currently being undertaken with the 
objective of babies remaining in mothers’ care rather than 
becoming children looked after 

 
Other Initiatives 

 
6.36 The creation of a Commercial Unit has been approved by Council with a 

Commercial Manager now appointed. This resource will explore 
opportunities for further commercial returns through additional income 
generation in tandem with the efficiency and transformation agenda. The 
acquisition of St Tydfil’s Shopping Centre demonstrates the Council’s 
ambitions since although the main driver was regeneration of the Town 
Centre, the Council will also benefit from commercial income. 

 
6.37 In addition to the energy efficiency feasibility studies indicated in  

paragraph 6.35 the Council has engaged consultants to undertake a 
number of initiatives linked to decarbonisation. The objective being to 
identify decarbonisation optimisation opportunities that will reduce energy 
consumption, costs, and emissions. 

 
 

7.0 Capital Programme / Capital Strategy 
 
7.1 The Capital Programme for 2022/23 to 2025/26 is summarised in Table 8 

and indicates a core funded Capital Programme of £30.827 million for 
2022/23 and £72.875 million for the four year period. 

 
 Table 8 – Capital Programme   
  

Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2025/26 
£’000 

Total 
£’000 

Capital Expenditure 
Education 
Physical Regeneration 
Transport Infrastructure 
Land and Buildings 
Miscellaneous 

 
9,826 
4,200 
4,590 
9,584 
2,627 

 
9,049 
3,250 
3,651 

850 
2,268 

 
5,606 
2,150 
3,606 

600 
2,088 

 
1,031 
1,750 
3,611 

450 
2,088 

 
25,512 
11,350 
15,458 
11,484 

9,071 

Total 30,827 19,068 14,050 8,930 72,875 



Financed By 
Borrowing 
Capital Grants 
Capital Receipts 
Capital Reserves 

 
28,672 

1,074 
1,000 

81 

 
17,494 

1,074 
500 

0 

 
12,476 

1,074 
500 

0 

 
7,356 
1,074 

500 
0 

 
65,998 

4,296 
2,500 

81 

Total 30,827 19,068 14,050 8,930 72,875 

 
7.2 A significant amount of additional capital investment is supported by 

external providers such as Welsh Government, and Heritage Lottery Fund 
demonstrating the Council’s ability to attract and successfully bid for 
external capital funding. 

 
7.3 The Council currently has a number of medium to long term capital 

commitments linked to its Corporate Priorities and Corporate Risk Register 
and supported by its Asset Management Plans. These are briefly 
described in Appendix D. 

 
7.4 It is evident that the Council is faced with challenging capital finance 

constraints but is innovative and effective in securing external funding and 
working with partners to support its capital investment ambitions. General 
Capital Funding received from the Welsh Government is projected to be 
maintained at £2.632 million per annum over the period of the Capital 
Programme, whilst new capital receipts from the sale of Council surplus 
assets is prudently projected not to exceed £500,000 per annum from 
2023/24. 

 
7.5 It is recognised that owing to funding restrictions there are a number of 

potential significant projects currently not included within the proposed 
Capital Programme which may result in further urgent requests for capital 
funding during 2022/23. 

 
7.6 Council of 25th January 2017 approved the Joint Working Agreement 

formally establishing the Cardiff Capital Region Joint Committee under the 
City Deal initiative involving the 10 constituent Local Authorities within 
South East Wales. The financial commitments of specific projects within 
the initiative are currently being determined. 

 
7.7 Capital investment decisions will significantly impact on the net revenue 

expenditure of the Council especially in terms of capital financing costs 
(repayment of borrowing to finance expenditure on capital projects) and 
future running and maintenance costs of new fixed assets. Capital 
expenditure financed by unsupported borrowing through the Prudential 
Code framework for Capital Finance included in the period of the Capital 
Programme equates to £59.766 million. 

 



7.8 Unlike supported borrowing through General Capital Funding, the capital 
financing costs associated with unsupported borrowing is not included 
within the Council’s Revenue Support Grant received from Welsh 
Government. Instead through Prudential Indicators the Council is required 
to ensure the capital spending plans are affordable, prudent and 
sustainable. 

  
7.9 Capital option appraisals are required to be formally adopted to assist with 

decisions involving the allocation of scarce resources to competing 
projects and/or priorities in establishing the full-life costs of the proposals. 
Once a capital project is approved the Council is also making a 
commitment towards the ongoing revenue running costs associated with 
the asset. The appraisal will take account of both quantitative and 
qualitative criteria and links to the Council’s Asset Management Plan. 

 
7.10 The Capital Strategy is a new report introduced by the 2017 edition of the 

Prudential Code which is intended to give a high level, concise and 
comprehensible overview to all elected members of how capital 
expenditure, capital financing and treasury management activity contribute 
to the provision of the Authority’s services. This report should also provide 
an overview of the associated risk, its management and the implications 
for future financial sustainability. 

 
The areas to be covered in this strategy are: 

 
o Capital Expenditure and Financing 
o Treasury Management 
o Investments for Service Purposes 
o Commercial Activities 
o Liabilities 
o Revenue Budget Implications 
o Knowledge and skills 

 
The Capital Strategy Report for 2022/23 is appended as Appendix E. 

 
 

8.0 Reserves Strategy 
 
8.1 The level of balances at any particular point in time (both earmarked and 

non-earmarked) will inform decisions in respect of proposed utilisation to 
either offset budget setting pressures or to increase ‘one-off’ expenditure 
on corporate priorities. It is acknowledged that the continuous use of 
balances to avoid difficult budget decisions is both unwise and 
unsustainable.  

 



8.2 The Budget Board, comprising both Cabinet Members and Corporate 
Management Team, was introduced for the 2014/15 financial year to 
enhance the budget monitoring process in supporting effective financial 
management and increased accountability, through rigorous scrutiny of 
monthly budget monitoring statements followed by robust challenging of 
responsible managers. 

 
8.3 The Council’s current reserves position is outlined in Table 9 and sets out 

the different nature of the Council’s reserves. 
 
 Table 9 – Council Reserves 
  

Description Audited 
31/03/21 

£’000 

Projected 
31/03/22 

£’000 

Projected 
31/03/23 

£’000 

Projected 
31/03/24 

£’000 

 
General Reserves 
Insurance Fund 
Schools Balances 
Earmarked Reserves 
 

 
5,335 
2,092 
4,267 

13,165 

 
5,335 
2,517 
2,303 

16,776 

 
5,335 
2,194 
1,212 

13,253 

 
5,335 
2,194 

49 
12,460 

Total 24,859 26,931 21,994 20,038 

  
The projected increase in total reserves balances at 31st March 2022 
reflects the additional monies received from the Welsh Government in 
January/February 2022 to assist with the recovery from Covid-19. Schools’ 
balances longer term projections however remain a concern. 
 
In demonstrating the Council’s reserves strategy each type of reserve is 
addressed individually. 

 
 General Reserves 
 
8.4 General Reserves consist of un-hypothecated reserves enabling the 

Council to respond to unforeseen or unexpected financial liabilities. 
 
8.5 The overarching aim of the Council’s Budget Board, created to embed a 

culture of increased budget accountability throughout all Council services, 
is as follows: 

 
“To maintain an adequate, healthy General Reserves balance of between 
3.5% and 4% of the Council’s annual budgeted Net Revenue Expenditure 
in ensuring the Council continues to remain financially viable.” 
 
This objective was formally adopted within the Corporate Reserves Policy 
approved by Council on 22nd March 2017. 



 
8.6 Under Part II of the Local Government Act 2003, the Chief Finance Officer 

is required to report upon the adequacy of general reserves (most recent 
report to Full Council meeting 2nd March 2022). As at 1st April 2022, total 
General Reserves is estimated to be £5.335 million which is considered 
adequate for Merthyr Tydfil County Borough Council, equating to 3.73% of 
the net revenue budget. 

 
8.7 It is proposed that General Reserves will be maintained at £5.335 million 

for the duration of the MTFP 2022/23 to 2025/26 ensuring balances 
remain above 3.5% of net revenue budget over the 4 year term. This 
would allow the Council the flexibility to adequately respond to the risk of 
potential budget overspends in volatile service budgets whilst addressing 
the financial implications of demographic pressures. 

 
8.8 It is not considered prudent for the Council to utilise general reserves to 

support its future revenue budget plans owing to the unacceptable risk and 
exposure to the Council of an inadequate level of reserves to address 
potential future revenue budget overspends. In addition, the level and 
adequacy of Council general reserves is also subject to scrutiny by 
external regulators.  

 
 Insurance Fund 
 
8.9 The Council maintains an Insurance Fund to enable it to respond to any 

known or potential future insurance liability with the balance reviewed 
annually by its Insurance Advisor Marsh Limited.   

 
8.10 The audited balance at 31st March 2021 totals £2.092 million with an 

additional provision for £755,000 reflecting the Authority’s outstanding 
insurance claims obligations at 31st March 2021.  

 
8.11 The projected Insurance Fund Balance at 31st March 2022 is £2.517 

million and is considered satisfactory by the Chief Finance Officer. 
 
 Other Earmarked Reserves  
 
8.12 Other Earmarked Reserves relate to balances held for specific purposes 

across the range of Council services. They are closely monitored and 
reviewed annually by the Council’s Chief Finance Officer.  

 
8.13 Balances held for specific purposes at 31st March 2021 total £13.165 

million and are inclusive of circa £1.1 million in respect of balances outside 
of the Council’s control such as the Ffos Y Fran Community Fund which 
the Council administers on behalf of the community. As indicated in Table 



9 the balance at 31st March 2022 is projected to increase to £16.776 
million. 

  
8.14 Through continuous monitoring and review, every realistic opportunity to 

release specific earmarked reserves to those available for general use is 
being explored.  

 
 Local Management of Schools  

 
8.15 This relates to balances held by schools in following the Council’s Local 

Management of Schools scheme under Welsh Government regulations. 
The level and appropriateness of each school’s balance is challenged and 
scrutinised by the Council’s Cabinet, Schools Scrutiny Committee, 
Schools Forum and Budget Board. In addition, Cabinet on 29th July 2015 
approved a financial monitoring policy for schools introducing a more 
robust scrutiny and monitoring framework undertaken by both schools and 
the Local Education Authority.  

 
8.16 Schools balances at 31st March 2021 total £4.267 million but reflect £1.9 

million of grant income from the Welsh Government received too late in 
the financial year to spend by 31st March 2021.  This balance is projected 
to reduce to £2.303 million at 31st March 2022 as schools further develop 
their Medium Term Financial Plans. Effective monitoring of Schools’ 
balances is critical over the medium term to ensure the significantly 
reduced projected balance by 31st March 2024 is addressed. 

 
 Members’ Engagement 
 
8.17 Members’ engagement in scrutinising the level of reserves held by the 

Council is ensured through the following processes, with the main focus 
being in respect of the Council Fund (General Reserves) and Schools 
Balances: 

 
o Cabinet Members through the Budget Board challenge the 

adequacy of reserves and balances through budget monitoring 
updates. 

o All Members are appraised of reserve balances during the budget 
setting process through Budget Workshops and subsequent formal 
committee meetings and provide effective challenge where 
appropriate. 

o Members of the Scrutiny Committees and Governance and Audit 
Committee  challenge the use and adequacy of reserves where 
appropriate. 

o Schools Forum considers the adequacy of schools balances and 
provides effective challenge. 



o The adequacy of General Reserves is reported to the Full Council 
meeting tasked with approval of the annual Budget and is subject to 
question. 

  
 

9.0 Treasury Management 
 
9.1 The Council’s Treasury Management Strategy Statement for 2022/23 is 

appended as Appendix F. The Prudential Indicators included within the 
Policy, ensure that the Council’s borrowing and investment plans included 
within the MTFP are affordable, prudent and sustainable. 

 
9.2 Appendix F reflects the proposed Minimum Revenue Provision Statement 

for 2022/23. 
 
9.3 A Treasury Outturn Statement for 2021/22 and a Mid- Year Treasury 

Statement for 2022/23 will be reported to Council during the 2022/23 
financial year. 

 
9.4 If appropriate, revised Prudential Indicators may be reported to Council 

during 2022/23 in the event of unforeseen circumstances such as greater 
than projected borrowing or potential breach of borrowing limits. 

 

    

    
    

   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   



          

      Appendix A 

        
 Medium Term Financial Plan 2022/23 to 2025/26     

Corporate Summary         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Learning Directorate 54,656 56,490 58,172 59,942 

Social Services Directorate 39,399 41,338 43,811 45,475 

Neighbourhood Services Directorate 12,197 12,526 12,685 13,086 

Economy and Public Protection Directorate 10,418 12,063 12,266 12,445 

Governance and Resources Directorate 8,713 8,918 9,130 9,361 

Corporate Costs 20,194 20,698 21,094 22,564 

Net Contributions / Recharges -2,503 701 3,559 6,559 

          

Net Expenditure 143,074 152,734 160,717 169,432 

          

Available Finance -143,074 -147,270 -150,346 -153,022 

          

Projected Budget Deficit 0 5,464 10,371 16,410 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Learning Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Individual Schools Budget         

Individual Schools Budget (ISB) 44,600 46,095 47,516 49,016 

Education Other than at School (EOTAS) / Pupil 
Referral Unit (PRU) 

909 947 977 1,003 

Afon Taf Partial Hearing Classes 112 114 116 120 

Education Improvement Grant (EIG) 224 224 224 225 

          

Other School Expenditure         

Maternity Costs 69 71 73 75 

Facility Time 76 82 89 94 

Retirement / Severance 392 401 411 421 
Standardising Advisory Council on Religious 
Education (SACRE) 0 0 0 1 

Hwb Sustainability Funding 76 76 76 76 

          

School Meals and Milk         

School Meals 47 60 69 79 

Breakfast Club 15 20 24 32 

          

Strategic Management and Support         

Additional Learning Needs Management 474 490 505 516 

          

School Support Services         

Statutory Building Compliance/Maintenance 80 80 80 80 

Health & Safety 27 28 29 30 

Caretaking & Cleaning SLA 0 0 0 0 

LMS & Resources 48 51 53 55 

Admissions 70 72 74 75 

Governor Support 27 29 32 35 

Welsh in Education 53 54 55 56 

Peripatetic Music Service 0 0 0 0 

Youth Orchestra Service 12 12 12 13 

          

 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Learning Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Other Education         

Local Safeguarding Children's Board (LSCB) 9 9 9 9 

Vacant Education Properties 20 0 0 0 

School Building Lease 17 17 17 17 

          

Special Educational Needs         

Education Inclusion 102 105 108 112 

Additional Support 2,371 2,424 2,475 2,526 

Enhanced Provision (Behavioural Support) 161 166 169 173 

Speech Therapists 90 92 94 96 

Special Tuition 218 225 232 239 

Special Tuition Pupils not on Roll 25 25 25 25 

EOTAS Other Provisions 30 30 30 31 

Elective Home Education 60 60 60 60 

Special Needs Advisory  Teachers 306 312 317 323 

Special Recoupment 716 737 759 782 

Psychological Services 499 515 529 542 

SNAP Cymru 14 14 14 14 

ALN Training 10 10 10 10 

School Counselling 72 73 75 76 

School Transport 1,137 1,171 1,204 1,238 

          

School Improvement         

Strategic Education Projects 28 28 28 28 

Schools Data Management Systems 245 254 261 269 

Joint Education Service 231 236 241 246 

          

 
 
 
 
 
 
 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Learning Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Early Years and Youth Management 64 66 67 69 

          

Early Years & Youth         

Early Years 135 191 193 196 

Integrated Children's Centre Services -32 -15 -16 -16 

Integrated Children's Centre building 103 105 107 109 

          

Youth Services         

Youth Service Management 90 92 94 96 

Youth Service Street based 91 94 96 99 

Youth Service 16+ 38 40 41 42 

Youth Service Penydre 44 46 46 48 

Youth Service Treharris 102 104 106 109 

Youth Service Cyfarthfa 88 90 91 93 

Youth Service Troedyrhiw 83 85 87 89 

Sufficiency Assessments 20 20 20 20 

Participation & Youth Support Services 78 80 82 82 

          

Inspire Programmes Grants 24 24 24 24 

          

Community Development         

Adult Community Learning (inc. Venture Out) 56 59 62 64 

          

Total Learning Directorate 54,656 56,490 58,172 59,942 
 

 

  

 

  

  

 
 
           
 
 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Social Services Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Business Support         

Quality & Regulation Services 140 144 148 152 

Receivership 37 38 39 39 

          

Duty, IAA & ACT Compliance         

Out of Hours/Emergency Duty Services 69 71 72 73 

IAA Duty Services 59 61 63 65 

          

Early Intervention and Assistance Services         

Carers Network 218 219 220 221 

          

Social Services Collaborative Partnerships         

Integrated Community Equipment Store (ICES) 176 182 200 206 

Cwm Taf Social Care Workforce Development 148 151 153 156 

Cwm Taf Youth Offending Services 311 316 322 328 

Vale, Valleys & Cardiff (VVC) Regional Adoption 
Group 

224 237 251 266 

Delivering Transformation (Collaborative 
Regional Change Agenda) 

62 62 62 62 

Deprivation of Liberty (DOLs) Services 90 94 102 109 

Cwm Taf Reflect Service 19 19 19 19 

          

Adult Social Care         

Adult Services Management 350 362 342 381 

Social Care Client Service Strategies 0 0 0 0 
Health Park Accommodation 164 164 164 164 

          

Assessment & Care Management Services         

Social Work Team 1,358 1,399 1,439 1,478 

          

 
 
 
 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Social Services Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Initial Support Services         

ISS Management 211 216 221 226 

Initial Adult Services 245 252 258 264 

Initial Response Services 790 811 931 1,048 

Community Occupational Therapy 362 375 390 422 

Telecare / Telehealth Services 99 102 115 107 

          

Supported and Accommodation Services         

MTCBC Homes for the Elderly 2,064 2,132 2,196 2,262 

MTCBC Group Home (Llysfaen Fach) 914 938 960 983 

          

Day Care Services         

Outside/Community Based Activities 249 254 258 262 

Day Centres 1,185 1,141 1,173 1,206 

Transport 280 287 295 302 

          

Independent External Care Provision         

Supported Placements 3,883 4,250 4,645 4,950 

Shared Lives 514 572 632 692 

Independent Domiciliary Care 2,677 2,868 3,041 3,153 

Direct Payments 2,448 2,669 2,910 3,112 

Independent Commissioned Day Services 308 321 347 347 

Independent Residential Establishments (IRE's) 6,409 6,957 7,527 7,880 

Extra Care Facility 321 337 503 580 

          

Children's Social Care         

Children's Social Care 278 289 295 306 

          

Children with Disabilities         

Children with Disabilities 670 692 719 767 

          

 
 
 



  

    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Social Services Directorate         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Children Looked After         

Children Looked After Team 495 514 530 545 

Children Looked After Educational Support 212 216 220 223 

Fostering & Family Placement Team 488 505 521 534 

CLA Residential Placement Services 2,366 2,330 2,343 2,168 

Fostering Services - IFA's 1,820 1,790 1,770 1,762 

Fostering Services - In-house 1,682 1,855 2,079 2,121 

Children Looked After (Court, Legal & 
Professional) Services 

244 244 244 244 

Leaving Care Support Services 563 564 624 684 

Adoption Services 132 147 161 175 

Advocacy Services 46 46 46 46 

          

Intake & Family Support Services         

Intake Team 493 514 535 551 

Child & Family Team 907 942 976 1,008 

Specialist Family Support 30 30 30 30 

Family Centre & Contact Services 530 544 557 568 

Supporting Change Services 710 732 753 771 

Special Guardianship Orders (SOTLAC) 1,053 1,073 1,089 1,125 

          

Safeguarding         

Merthyr Tydfil Safeguarding Manager 73 75 77 79 

Independent Safeguarding Services 129 129 129 129 

Multi Agency Safeguarding Hub (MASH) 384 396 405 414 

          

Social Services Grant -1,072 -1,072 -1,072 -1,072 

          

Real Living Wage for Care Workers 782 782 782 782 

          

Total Social Services Directorate 39,399 41,338 43,811 45,475 
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Medium Term Financial Plan 2022/23 to 2025/26     

Neighbourhood Services Directorate       

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Bereavement Services 189 190 203 218 

Grounds Maintenance 1,831 1,747 1,797 1,842 

Street Cleansing 1,307 1,346 1,378 1,406 

Fleet Management 169 175 179 184 

Technical Administrative Support Officer 40 42 43 44 

Contribution to Wales Probation Service 0 0 0 21 

          

Refuse and Waste         

Waste Disposal 926 963 1,000 1,062 

Household Waste Recycling Centres 1,001 1,027 1,054 1,078 

Waste Strategy 368 378 387 396 

Refuse Collection 1,271 1,338 1,373 1,414 

Recycling Collection (inc. Sustainable Waste 
Management Grant) 

1,179 1,237 1,267 1,300 

Waste Transfer Station 285 290 295 300 

          

Highways and Engineering         
Highways Administration 527 544 558 572 
Highways Operational 1,233 1,230 1,226 1,244 
Street Lighting 425 455 488 520 
Bridge Maintenance 91 91 91 91 
Land Drainage 67 71 73 75 
Land Reclamation 12 12 12 12 
Traffic Management 29 29 29 36 

Engineering 609 636 567 584 

          

Planning & Countryside         
Planning - Development Control 195 205 213 222 
Planning - Development Plan 331 401 345 351 
Building Control 112 119 107 114 
          

Total Neighbourhood Services Directorate 12,197 12,526 12,685 13,086 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Economy and Public Protection Directorate     

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Regeneration         

Economic Development 278 284 290 296 

Physical Regeneration 383 390 396 401 

Rights of Way 58 59 60 61 

Orbit Business Centre -29 -23 -19 -24 

Old Bus Station 9 11 12 12 

New Bus Station 191 198 215 228 

Procurement 343 353 366 379 

Creditors 143 147 150 154 

          

Employability          

Employability core 239 250 255 259 

          

Public Protection          
Housing Renovation Grants 0 0 0 0 
Housing Services (RSL's Advice & Strategy) 1,489 3,023 3,043 3,065 
Community Safety 125 131 136 140 

CCTV 149 151 153 156 
Glynmil Gipsy Site 61 64 67 69 
Trading Standards General 226 230 236 241 
Licensing 83 91 98 105 
Fly Tipping 173 179 183 188 
Public Health 129 133 137 140 
Environmental Protection & Housing 253 265 274 281 

Operational Environmental Health 77 79 82 83 

Animal Impounding 2 2 2 2 
Food Safety & Prevention of Infectious 
Diseases 

244 252 260 265 

Default Works 0 0 0 0 
Registrars 102 100 108 115 
Transport 1,957 1,990 2,023 2,056 
          

 
 



    
  

    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Economy and Public Protection Directorate     

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Emergency Planning 112 116 118 121 

          

Leisure         

Leisure Trust  2,423 2,423 2,423 2,423 

Retained Leisure budgets 101 105 109 110 

Sports Development 0 0 0 0 

          

Corporate Property & Estates         

Estates 330 338 346 353 

Property Services 549 566 585 595 

Asset Management 20 20 21 21 

Office Accommodation 848 786 787 800 

St Tydfil's Shopping Centre -650 -650 -650 -650 

          

Total Economy and Public Protection 
Directorate 

10,418 12,063 12,266 12,445 
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Medium Term Financial Plan 2022/23 to 2025/26     

Governance and Resources Directorate       

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Finance         

Accountancy 810 832 850 871 

Insurance 54 57 60 63 

Regional Internal Audit Service 244 244 251 258 

Benefits 557 593 623 650 

Revenues 157 183 204 226 

Corporate Administration 780 797 812 828 

Contact Centre 449 461 474 485 

Executive Support 180 185 189 193 

Peace of Mind 79 89 99 107 

Parking Services -168 -163 -160 -156 

ICT Computers 1,650 1,700 1,746 1,773 

Schools Support Team 0 0 0 0 

ICT Printing 150 154 157 161 

          

Corporate Services         

Business Change, Risk and Welsh Language 439 453 414 426 

Scrutiny, Partnerships and Performance 353 365 373 380 

          

Legal          

Legal 211 218 225 232 

Compliments and Complaints 79 81 83 85 

Information Governance 94 97 100 104 

Democracy 213 219 224 230 

Register of Electors 38 38 38 38 

Elections 85 0 0 0 

Mayor Expenses 75 76 78 79 

Members Expenses 881 889 898 908 
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Medium Term Financial Plan 2022/23 to 2025/26     

Governance and Resources Directorate       

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Human Resources and Organisational Devt         

Human Resources 839 871 897 912 

Trade Unions 0 0 0 0 

Payroll 208 213 221 228 

          

Corporate Communications         

Corporate Communications Team 255 265 273 279 

News Merthyr/Contact Supplement 1 1 1 1 

          

Total Governance and Resources 
Directorate 

8,713 8,918 9,130 9,361 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Corporate Costs         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Corporate Management - Executive 1,145 1,177 1,207 1,238 

          

Corporate Authority         

Capital Financing Costs 6,758 6,938 6,989 8,088 

Rent Allowances -6 -6 -6 -6 

Council Tax Benefit Payments 6,854 7,056 7,280 7,526 

Levies 3,321 3,388 3,455 3,524 

Contribution to Pensions 442 442 442 442 

External Audit and Inspection Fees 290 290 290 290 

Insurances 882 899 917 936 

Provision for Bad Debts 100 100 100 100 

External Legal Fees 30 30 30 30 

Grants to Voluntary Organisations 5 5 5 5 

Subscriptions 101 101 101 101 

Bank Charges 106 106 106 106 

Empty Property NDR Relief 28 29 29 30 

Welsh Translations 65 65 65 65 

Corporate Property -100 -100 -100 -100 

Purchase to Pay 43 43 43 43 

Apprenticeship Levy 298 303 309 314 

Llwydcoed Crematorium Contribution -168 -168 -168 -168 

          

Total Corporate Costs 20,194 20,698 21,094 22,564 

 
 
 
 
 
 
 
 
 
 
 



 

    Appendix A (continued) 

          

Medium Term Financial Plan 2022/23 to 2025/26     

Net Contributions / Recharges         

          

    Indicative Indicative Indicative 

  Budget Budget Budget Budget 

Description 2022/23 2023/24 2024/25 2025/26 

  £'000 £'000 £'000 £'000 

          

Discretionary Non Domestic Rate Relief 94 94 94 94 

Employee Severance Costs 791 292 150 150 

Non General Fund Allocations -835 -835 -835 -835 

Collection Fund Surplus -850 -850 -850 -850 

Corporate Vacancy Factor -1,000 -1,000 -1,000 -1,000 

Indicative Additional Demands 0 3,000 6,000 9,000 

Contribution from 2021/22 Surplus Outturn -703 0 0 0 

          

Total Net Contributions / Recharges -2,503 701 3,559 6,559 

 
 



Appendix B 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

1 Financing the Recovery, Transformation and Improvement (RTI) Plan – 
approved Council 14th July 2021 
 

675 725 723 

2 Capacity Exercise Phase 2 – approved Council 6th October 2021 
 

873 911 921 

3 Additional Learning Needs Education Tribunal Act 2018 – approved 
Cabinet 1st December 2021 
 

360 360 360 

4 Tree Officer Post – approved Council 16th June 2021 
 

48 49 49 

5 Wales Probation Service – approved Council 16th June 2021 
 

21 21 21 

6 Night Closure of Cemetery Gates at Cefn Coed and Pant Cemeteries – 
approved Council 3rd March 2021 
 

36 37 38 

7 Senior Management Structure – approved Council 3rd November 2021 
 

97 103 110 

8 Individual Schools Budget (ISB) – relates to adjustments arising from the 
updated September 2021 pupil data – approved Council 2nd February 
2022 
 

155 325 503 

 
 
 



Appendix B (continued) 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

9 Special Recoupment – relates to the impact of an additional 6 
placements in respect of pupils residing in the County Borough attending 
out of county schools with accompanying transport, together with the 
loss of income from 4 placements residing outside of the County 
Borough no longer attending Greenfield School – approved Council 2nd 
February 2022 
 

250 271 293 

10 Welsh Education – relates to Welsh in Education Strategic Plan (WESP) 
monies for compliance work for the Welsh Language Strategy and 
WESP – approved Council 2nd February 2022 
 

10 10 10 

11 Housing Temporary Accommodation – relates to the additional cost of 
homelessness provision in addition to the £871,000 already included in 
the Medium Term Financial Plan (MTFP). Circa 100 rooms have been 
booked encompassing the Castle Hotel, Tregenna Hotel, Tredegar 
Chambers, Tredegar Arms Hotel, Maesycoed Guest House and Park 
Hotel. – approved Council 2nd February 2022 
 

1,193 1,193 1,193 

12 Grounds Maintenance – relates to 7 additional agency grass cutters 
employed for 32 weeks to replace kickstart staff. Current capacity to cut 
1 metre swathe on highly visible grass areas. Additional resource will 
allow those areas to be cut to an amenity standard whilst keeping 6 
large and 10 small areas for biodiversity. – approved Council 2nd 
February 2022 

105 107 108 



Appendix B (continued) 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

13 Home to School Transport – relates to revisions to school contract costs 
resulting from increases in pupil numbers. Additional costs of £10,000 in 
the Summer Term and £81,000 in the Autumn and Spring Terms less 
£3,000 personal contract savings. – approved Council 2nd February 
2022 

88 89 91 

14 Household Waste Recycling Centres – relates to the increase in the 
number of operatives at the Aberfan site from 1 to 2. Also an increase in 
the number of operatives at the Dowlais site from 3 to 4 to allow for 
identification to be checked at the site entrance, that is “meet and greet”. 
– approved Council 2nd February 2022 

78 80 81 

15 Children Looked After Residential Placement Services – relates to 
additional placements. No changes to the projected 11 placements in 
2022/23 but additional costs per placement. Increase in projected 
placements from 10 to 13 in 2023/24 and from 10 to 12 in 2024/25. – 
approved Council 2nd February 2022 

66 684 741 

16 Initial Response Services – relates to an additional Supervisor Post to 
strengthen service provision in line with inspectorate recommendations. 
The current management and supervisory levels do not provide 
sufficient resilience to cover annual leave and due to the increase in 
frontline staff in this area additional capacity is required to supervise staff 
in line with the regulatory requirements under the Registration and 
Inspection of Social Care Wales Act. – approved Council 2nd February 
2022 
 

39 41 43 



Appendix B (continued) 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

17 Initial Response Services – relates to additional grant match funding 
commitments. The new Health and Social Care Grant requires a match 
funding commitment of 10% for 2022/23 to 2023/24, 30% for 2024/25 
and rising to 50% for 2025/26 – approved Council 2nd February 2022 
 

50 50 150 

18 Glynmil – relates to additional repairs and maintenance costs which are 
now the responsibility of the Council after taking over the running of the 
site – approved Council 2nd February 2022 
 

9 9 9 

19 Land Drainage – relates to increasing costs of maintaining the land 
drainage infrastructure as increasing adverse weather becomes the 
norm. The severe storms of the last few years has increased pressure 
on this budget. – approved Council 2nd February 2022 
 

11 11 11 

20 Corporate Property and Estates – relates to the projected loss of 
revenue income resulting from the reduction in capital receipts from sale 
of assets below the de minimis level of £10,000. Original budget was 
£85,000. – approved Council 2nd February 2022 
 

75 75 71 

21 Transport – relates to additional transport costs for Ysgol Y Graig school 
resulting from additional pupils requiring transport. Additional costs of 
£8,000 in the Summer Term and £15,000 in the Autumn and Spring 
Terms. – approved Council 2nd February 2022 
 

23 23 24 



Appendix B (continued) 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

22 Street Cleansing – relates to an additional ‘Hit Squad’ for the Summer 
period involving 3 agency staff and a vehicle. – approved Council 2nd 
February 2022 
 

53 54 55 

23 Grounds Maintenance – relates to a new Groundsman Post within Parks 
providing enhanced maintenance thus raising standards for the public. 
The post will ensure that the Green Flag status is maintained and 
extended in parks throughout the County Borough. – approved Council 
2nd February 2022 
 

28 29 30 

24 National Insurance Contributions – relates to Chancellor’s Autumn 
Budget 2021 announcement of a 1.25% employer’s increase in National 
Insurance Contributions to bring extra funding to the NHS and to help 
with the current social care crisis – approved Council 2nd February 2022 
 

477 493 505 

25 Energy Inflation – relates to widely publicised increase in energy costs 
reflecting a 12% increase for Gas and 14% for Electricity – approved 
Council 2nd February 2022 
 

131 132 132 

26 Council Tax Reduction Scheme – relates to revised projections based 
on current figures and future projections. As at 1st January 2022, total 
caseload was 6,205 at a total cost of £6.8 million. The MTFP currently 
shows a budget of £7.1 million for 2022/23. – approved Council 2nd 
February 2022 

-57 60 174 



Appendix B (continued) 
 

Additional Demands 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

27 General MTFP Review – relates to the consolidation of a number of 
adjustments Council wide encompassing revision of assumptions, 
correction of salary grades, inclusion of job evaluation outcomes – 
approved Council 2nd February 2022 
 

-15 -48 -15 

28 Housing Temporary Accommodation – relates to additional costs relating 
to the homelessness provision in respect of further advanced bookings 
and security costs associated with a number of establishments involved 
– recommended Council 2nd March 2022 
 

357 357 357 

 Total 5,236 6,251 6,788 

 
 
 
 
 
 
 
 
 
 
 
 
 



Appendix C 
 

Efficiency Proposals 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

1 Commercial Income – relates to the “Proposed Acquisition of St Tydfil’s 
Shopping Centre” report approved Council 20th October 2021 
 

-650 -650 -650 

2 Corporate Vacancy Factor – relates to the salary savings resulting from 
the natural delay between a post becoming vacant and subsequently 
being filled. It is considered prudent to increase this budget saving from 
the originally budgeted £650,000 to £1 million reflecting the projected 
outturn of £1.3 million for 2021/22 and actual outturns of £1.2 million for 
2020/21 and £1.0 million for 2019/20. – approved Council 2nd February 
2022 

-350 -350 -350 

3 Employee Severance Costs – relates to re-aligning budget to current 
commitments reflecting 2022/23 being the final year for the payment of 
Early Pension Payment (EPP) costs attributable to previous years’ 
Voluntary Early Retirement (VER) initiatives. No further VER scheme is 
proposed owing to the investment the Authority has undertaken in 
addressing its capacity concerns.  Original Budget for 2022/23 was 
£956,000. – approved Council 2nd February 2022 
 

-165 -664 -806 

4 Insurance Contribution – relates to the net impact of a projected 
decrease in insurance claims from £440,000 to £300,000 and projected 
increase in insurance premiums from £549,000 to £582,000. The 
Council also has an Insurance Fund which currently stands at £2.1 
million. – approved Council 2nd February 2022 
 

-107 -106 -104 



Appendix C (continued) 
 

Efficiency Proposals 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

5 Street Lighting – relates to the provision being brought in-house. The 
proposal relates to the appointment of a full time Electrician and a 
Trainee Street Lighting Technician to undertake all maintenance, 
underground cable faults and electrical testing in maintaining the 7,504 
street lights within the County Borough. This will replace the current part-
time Street Lighting Engineer and external contractor arrangement whilst 
securing efficiency savings of £30,000 over the 3 year period, that is 
from £258,000 to £228,000. – approved Council 2nd February 2022 
 

-10 -10 -10 

6 Building Control – relates to the projected additional income generated 
following the approval of an additional Building Control Officer through 
the Capacity Phase 2 exercise. – approved Council 6th October 2021 
 

-20 -21 -22 

7 Agile Working/Estate Rationalisation – relates to the agile working 
agenda whereby employees working from home and office release office 
space in Unit 5 which is then available to rent to other organisations, 
thus generating an income for the Authority. The income received for 
2022/23 relates to the Coroners Service. – approved Council 2nd 
February 2022 
 

-20 -100 -120 

8 Roundabout and Other Advertising – relates to the introduction of 
advertising on highway roundabouts – approved Council 2nd February 
2022  
 

-15 -15 -15 



Appendix C (continued) 
 

Efficiency Proposals 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

9 Fees for Temporary Traffic Light Applications – relates to the charging of 
a fee to applicants who require road space for highway activities such as 
temporary traffic lights or the closure of lanes and footways – approved 
Council 2nd February 2022 

-5 -5 -5 

10 Thomastown Park – relates to the potential income realised from the 
introduction of a mobile unit or kiosk providing snacks and beverages to 
customers – approved Council 2nd February 2022 
 

-2 -2 -2 

11 Roads and Street Works Act (RASWA) – relates to the projected 
additional income generated by the RASWA Inspector approved  
through the Capacity Phase 2 exercise. The post will identify all 
companies (in particular utility) who are undertaking works without 
permits and will undertake daily checks to ensure all utility companies 
working on the highways are in compliance with the New Roads and 
Street Works Act 1991. Fines can be issued for non-compliance or 
defects noted. – approved Council 6th October 2021 

-50 -75 -100 

12 Marsh House – relates to the projected cost reduction in the 
homelessness provision by increasing the available in-house 
accommodation to provide temporary accommodation to those 
presenting as homeless.  Up-front capital investment requirement 
included in the Capital Programme for 2022/23. – approved Council 2nd 
February 2022 
 

0 -282 -282 

 



Appendix C (continued) 
 

Efficiency Proposals 
 

Ref. Description 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

13 Llysfaen – relates to the projected cost reduction in the homelessness 
provision by providing additional supported accommodation and self 
contained flats to ease the pressure on the temporary accommodation 
budget. No capital investment required since it is anticipated that up-
front costs will be met through external grant. – approved Council 2nd 
February 2022 
 

0 -73 -73 

14 CCTV Provision – relates to broadband and electrical costs savings 
resulting from the modernisation of the Council’s CCTV footprint. 
Cameras where previously the Council would have paid for broadband 
access have been replaced with cameras linking via Wi-Fi, precluding 
the need for hard wiring. In addition electricity costs have reduced owing 
to the removal of some cameras. – approved Council 2nd February 2022 
 

-11 -11 -11 

15 Change of Debit/Credit Card Provider – relates to testing the market 
based on intelligence from the Council’s current e-payments provider. 
The Council is charged a small % (< 0.5%) for every card payment 
received. – approved Council 2nd February 2022 
 

-30 -30 -30 

 Total -1,435 -2,394 -2,580 

 
 
 



         Appendix D 
 
Capital Scheme Proposals              

 
1 21st Century School Programme Band B - Revised profile for Band B 

schemes to provide 3 new schools totals £96.4 million over the lifetime of 
the programme (£93.8 million over the 4 years of the MTFP) with a total 
contribution of £22.6 million as match funding from the Council (£20.5 
million over the 4 years of the MTFP).  

 
2 School Feasibility Studies - Studies relate to scoping works in respect of 

several schools particularly those within the 21st Century Band B 
Programme and other Welsh Government funded schemes. 

 
3 Accessibility works - This involves a range of projects that have been 

identified to address accessibility requirements for pupils to ensure 
compliance with the Equalities Act, 2010. 

 
4 Integrated Children’s Centre Roof – The existing roof is experiencing 

numerous issues with water ingress. The works are programmed over two 
financial years and consist of the complete renewal of the existing roof 
coverings including fascia’s, soffits, gutters and downpipes. 

 
5 Trelewis Roof – The school has been experiencing a number of issues 

with water ingress over the last few years. A new roof covering has been 
proposed to address the problem during the works upgrading the roof 
insulation will also be carried out.  Works will be carried out over two 
financial years programmed for the summer holidays to minimise 
disruption to the school. 

 

6  Gwaunfarren Primary Windows - The school is currently experiencing 
problems with the windows, there is water ingress and drafts in a number 
of locations, and numerous glazing units have failed. The new window 
installation is proposed over two financial years with the works planned for 
the summer holidays to minimise disruption to the school. 

 
7 PRU extension / Repurposing – Extension and repurposing required at Ty 

Dysgu Dowlais to relocate all PRU pupils onto a single site. 
 
8 Ysgol Rhyd Y Grug Car Park – New car parking area within grounds of 

Ysgol Rhyd Y Grug to ease traffic congestion at start / end of school day. 
 
9 Edwardsville Bungalow conversion and outdoor area - Repurposing of 

bungalow to provide fit for purpose accommodation with access to outdoor 
teaching space for KS2 ASD LRB provision including nurture and sensory 
rooms.   



 
10 Caedraw Primary Extension – Extension required to nursery class to 

ensure sufficient space to accommodate pupils at each January and April 
intakes. 

 
11 Troedyrhiw School Roof – A new roof is required for Troedyrhiw Primary 

school. 
 
12 Schools Capital Maintenance Grant New – The reflects expenditure that 

will be incurred on Schools capital maintenance during 2022/23. Welsh 
Government funding was utilised in 2021/22 on non-schools’ expenditure 
with the requirement that an equal amount is incurred on schools’ 
maintenance in the next financial year. 

 
Physical Regeneration 

 
13 Support for Business / Social Enterprise & 3rd Sector – This allocation is 

required to deliver a grant scheme to support Private Sector and Third 
Sector organisations.  This year’s pilot has been extremely successful 
therefore it is proposed it will continue annually.   

. 
14 Strategic Sites (Previously Glebeland Site / Train Station – The capital 

allocation secured through the capital programme will enable the Council 
to undertake feasibility work, options appraisals and site investigations on 
the two signature sites identified within the Placemaking Plan.  The 
funding secured will also support future project delivery on these key 
sites.  Other Strategic Sites that have been identified for development, 
which will require match funding against WG Programmes, include Dragon 
Park and Heartlands.  

 
15 Town Centre Regeneration - The on-going capital allocation for the Town 

Centre will continue to lever in match funding following the adoption of the 
Merthyr Tydfil Strategic Valley Hub Placemaking Plan. The Delivery Plan 
will identify a series of projects for implementation through which match 
funding can be secured to support delivery.  The Plan will provide the 
opportunity to build on Merthyr’s unique assets and sets the scene for the 
delivery of high quality residential, office, leisure and retail, supplemented 
by outstanding public spaces and active town centre management. 
Additional finance is required to support the Thomastown Park Project 
(match against NLHF), Merthyr Tydfil Leisure Centre (match against WG 
finance), Marsh House (match against WG finance) and the continued 
delivery of the Merthyr Tydfil Town Centre Placemaking Plan. 

 
16 Cyfarthfa Heritage Area – This request is being made to support the 

delivery of The Cyfarthfa Plan, but primarily to secure funding to undertake 
urgent repair work within Cyfarthfa Castle and to support the relocation of 



the collection.  The Regeneration Team will work closely with Estates, 
Property Services and Engineering to manage the delivery of this budget.   

 
17 Taf Bargoed and A465 Strategy – A budget is requested to support the 

capital works aligned to the Taff Bargoed SMS.  Additional finance has 
been requested in order to support developments within Taff Bargoed and 
North Merthyr.  The Taff Bargoed Strategy will be reviewed in 2022/23 and 
the Heads of the Valley programme will be launched by Welsh 
Government and the funding will be required to match fund projects in 
both areas of the County Borough. 

 
18 YMCA (previously City Deal Programme) - Funding secured through this 

heading will be applied towards the re-development of the former YMCA 
building.  The budget has increased to finance the internal fit-out, inflation 
and contingency relating to potential unforeseen costs that may be 
identified over the coming months. 

 
 
19 Hoover– Funding secured through the MTFP will help draw down external 

funding for this area in future years as projects are identified and 
developed in line with appropriate strategies / masterplans.  

 
Transport Infrastructure 
 

20 Highways Congestion Improvement Schemes – An allocation to target 
Traffic congestion and alleviate resultant atmospheric pollution.  

 
21 Maestaff Bridge Replacement – The reinforced concrete bridge has 

severe defects that are beyond repair and therefore the road bridge will 
need to be replaced.  

 
22 Garwnant Road Bridge Repairs – Elements of the steelwork truss have 

corroded and require replacement to prevent collapse of the structure. The 
entire structure also requires repainting to prolong the life of the asset. 

 
23 Bridge Tensioning to Cable Stayed Bridges – 3 cable stayed bridges 

(Pengarnddu footbridge, Puddlers footbridge and St Tydfil’s Road bridge) 
require general maintenance to de-tension or re-tension the stay cables. 
This will ensure that deck stiffness and vibration levels are in accordance 
with the design values and to guarantee the service life of the entire cable 
stayed system.   

 
24  Old Cefn Bridge Repairs - Multiple defects are present within the structure 

and to prevent further deterioration or collapse essential work is required.  

 



25 Footbridge Repainting – Two steel bridges require shot blasting and 
repainting. Garwnant road bridge is a 23m single span bridge with two 
steel warren trusses 2.40m high and 11 transverse beams, Glynbargoed 
road footbridge is an 18.5m single span bridge with two steel vierendeel 
trusses. The paintwork on both bridges is severely flaking off thereby 
exposing the steelwork to corrosion. 

 
26 Footbridge Decking Repairs - Two footbridges require extensive repairs to 

the deck to prevent collapse. Rhydycar footbridge is a 33.70m single span 
bridge crossing the river Taff. Concrete is spalling off the soffit of the 
precast concrete deck panels weakening the deck itself. Nixonville 
footbridge is a 33m single span bridge crossing the river Taff and the steel 
beam flanges supporting the concrete deck panels are corroding thereby 
weakening the deck. If repairs are not carried out both bridges will need to 
be closed. 

 
27 Harveys Bridge Quakers Yard Junction Improvements – The current 

junction is unsafe to all traffic users as vehicles have no alternative but to 
reverse into the oncoming traffic on the A4054 Cardiff Road. Junction 
improvements are required to ensure the safe movement of traffic and to 
prevent further accidents. 

 
28 Storm Costs – Following storms Ciara, Dennis, Jorge and Callum in early 

2020 significant damage was caused to drainage and other infrastructure 
throughout the borough. Welsh Government is in the process of agreeing 
funding for future reinstatement costs. 

 
29 Highways Structural Maintenance and Drainage Replacement Schemes – 

An annual commitment to tackle the backlog of essential highway asset 
investment. Sections of the highways drainage system have collapsed or 
are otherwise compromised increasing the likelihood of localised flooding. 
A rolling programme to correct defective sections of the drainage system 
is ongoing. 

 
30 Highways Drainage Investigation & Solutions – An allocation to investigate 

drainage issues identified during the cyclical cleaning of the gully system 
and formulate plans for corrective action. 

 
31 Streetlight Column Replacement – An ongoing programme to replace 

concrete columns within the borough that are beyond their useful 
serviceable life. Many are showing serious signs of degradation and their 
replacement with aluminium columns recommended to mitigate potential 
risk. 

 
32 Traffic Light Replacement – An ongoing programme to replace a number 

of traffic light systems throughout the borough that have exceeded their 



useful serviceable life (more than 25 years old) and are now at risk of 
failure. Due to their age, ongoing maintenance problems are being 
experienced as spare parts are difficult and, in some instances, impossible 
to obtain. System replacement is the only practical solution.  

 
33 Safety Fence Renewal – A number of fences have been identified which 

have either collapsed or else are safety noncompliant exposing the 
authority to potential third-party risk. 
 

34 Disabled Access Schemes – The provision of disabled access (drop-
kerbs) is not part of the Highways maintenance function. A number of 
requests have been received from the public for such provisions and 
which due to current budget constraints can only be accommodated 
through the allocation of additional capital funding. 

 
35 Cattle Grid Replacements – An allocation to provide a rolling programme 

for the replacement of Cattle grids within the borough thereby avoiding 
potential diversions for local residents and emergency services if cattle 
grids collapse. 

 
36 Highway Sign Replacement – Traffic signs within the borough have been 

identified which are corroded and beyond their useful life. An ongoing 
programme of replacement is required.  

 
37 Road Line Replacement – A number of road sections within the borough 

have been identified where road linings and traffic calming / safety 
measures – such as anti-skid surfacing’s have worn and are in need of 
replacement.  

 
38 Illuminated Traffic Sign Replacement – Several illuminated traffic signs 

have been identified which are corroded and beyond their useful life. 
Urgent replacement is required.  

 
39 Overhead Street Light Cable Replacements – A number of street lights are 

fed by overhead electrical cables which are showing signs of deterioration. 
In addition, such configurations are considered dangerous in the event of 
vehicular collision due to hazards resulting from the presence of “live” 
cables. It is suggested that overhead cables are replaced by an 
underground feed. 

 
40 Underground Cabling – A number of areas throughout the borough have 

been identified where cable faults are a frequent and reoccurring problem. 
A complete replacement of the cabling infrastructure is suggested as an 
alternative to repeated one-off repairs to resolve such issues.  

 



41 Bus Stop Replacement/upgrade - There is currently no budget within the 
authority for bus stops and the number complaints are increasing in 
relation to their poor condition. All bus stops in the borough need 
upgrading as they do not meet current standards.    

 
42 Solar Lights –The current street lighting budget is only sufficient to 

maintain the existing street lighting network and does not allow for the 
installation of any new lighting columns. Due to a backlog of requests for 
new streetlights throughout the borough it is intended to install solar lights 
that are cheaper and do not require a power supply therefore no increase 
in energy costs.     

 
43 Snow Plough (1 Plough 2 Spreaders) – To purchase a new snow plough 

and spreaders for tractors within the Parks department to assist with 
winter maintenance. This is a one-off purchase as they will last the next 10 
years.   

 
44 Riverside Street Light Replacement - Defective streetlights have been 

identified that are situated on Council land but are not maintained due to 
the footpath being unadopted. The lights are substandard with corroded 
columns and require full replacement.    

  
Land and Buildings 

 
45 Corporate Maintenance – A commitment for general capital maintenance 

and improvement projects including emergency projects and statutory 
compliance. 

 
46 Housing Developments – This budget is required to support housing 

developments across the County Borough and will help to secure WG 
finance that is available for housing.  The budget has been identified for 
the Redevelopment of Marsh House, feasibility work and professional fees 
required to develop future schemes and for the private rented scheme. 
This has been added to also ensure there is sufficient match funding 
available to secure WG finance for future housing projects across the 
County Borough to broaden the range of accommodation to meet the need 
and reduce overreliance on Bed and Breakfast.   

 
47 Glynmill – This is a new budget required for investment into the Glynmill 

Site. A budget has been requested over the next three years to support 
investment and to aid securing Welsh Government finance.  

 
48 Treharris Library Refurbishment – The building is currently closed and in a 

poor state of repair with numerous issues caused by the ingress of water 
through the structure. External works will comprise of potential repairs to 

the roof timbers and completely renew the roof coverings, including 



fascia’s, soffits, gutters and downpipes. The refurbishment of the stained-
glass windows and doors, and the making safe of single storey extension 
at the rear of the building that houses the disabled WC. Internal works 

comprise of drying out the existing structure, removing existing finishes 
and replacing with new. The works will also include new / repair of the 
mechanical and electrical installation at the library. The works are planned 
over two financial years first year to replace the roof and complete the 
external works and allow the building to dry out.  The second year to 
replace renew internal fixtures and fittings, it should be noted that the 
building is Grade II listed and CADWR approvals will be required.  

 
49 Dowlais Library Roof – The budget is to investigate the cause and rectify 

water ingress to the roof, it is expected that CADWR will need to be 
involved with the works. 

 
50 Neighbourhood Learning Centre (NLC) – The budget includes match 

funding and grant substituted in 2021/22 to redevelop the NLC for five 
units of accommodation for young people from August 2022.  

 
51 Pengarnddu – As site owner, MTCBC has an obligation to remove 

significant levels of contaminants left behind from operations conducted by 
the outgoing lessee. HDR has recently secured the necessary permits 
from National Resource Wales to progress the remedial works prior to the 
disposal or alternative use of the land.  

  
52 Salt Barn Construction –Construction of a salt barn for the storage of 

winter gritting salt.  
 
53 Cefn Cemetery – A new plot of land has been provided by the Welsh 

Government in exchange for that given up for adjacent road works. Works 
to bring the land into use are expected to be completed early 2021. 

 
54 Cefn Cemetery Probation Office – The Council currently has an SLA with 

the probation services whereby existing facilities at Cefn cemetery are 
used to deploy their supervisors and members of the scheme to carry out 
beneficial public works in the cemetery. The office in the cemetery 
requires upgrading to provide a suitable office and welfare facilities on 
site.   

 
55 Edwardsville Cemetery Sexton House – It is planned that Sexton House 

be demolished and the land used to provide additional burial plots. Works 
have been delayed due to the presence of bats in the property for which a 
survey has to be commissioned and licences to proceed with works 
acquired.  

 



56 Riverside Phase 3 Taff & Crescent Streets – The site has now been 
demolished apart from a block of flats partially occupied by bats. A number 
of options have been identified to re-house the bats, but a final choice of 
option has yet to be decided upon. 

 
57 Riverside Plot raising technical works - Further viability assessment work 

will be required to determine the long-term development potential of the 
Riverside scheme as significant engineering works to raise the land are 
likely to be necessary to facilitate any future development. A budget is 
requested to enable the appointment of relevant consultants to carry out 
the technical assessments and provide recommendations and estimate 
costs to bring this site forward for development. 

 
58 Civic Centre Roof & Windows – Both roof and windows are approaching 

the end of their useful lifespan and issues of leakage now a common 
occurrence. Replacement is therefore required. 

 
59 Agile working – Implementation of agile working requires the re-

configuration of some offices within the Civic Centre. Contractors have 
been instructed to carry out adaptation works and replace window blinds. 
Part of the works will be completed by the 31st March 2022, but the 
remainder will be completed after 1st April 2022.  

 
60 Merthyr Tydfil Leisure Centre - MTCBC are seeking loan finance from the 

WG Transforming Town’s Programme towards the re-development of the 
swimming pool and seeking grant funding towards the project design fees, 
all professional fees, the skate park, de-carbonisation programme of works 
and an element of the pool costs which relates directly to the changing 
rooms.  The funding request from the capital programme is towards the 
match funding for the project which is a requirement of the Transforming 
Towns Programme and also reflects loan costs. 

 
61 Former Ysgol Y Graig School Demolition – A budget is required for the 

former demolition of Ysgol Y Graig School. 
 
 Miscellaneous Schemes 
 
62 Disabled Facilities Grants – A mandatory demand-led annual commitment 

provided for improvement works to the homes of disabled residents. 
 
63 Costs of Supporting Capital Projects – Relates to professional costs 

contributing to the implementation of capital projects.  
 
64 Playground Replacement Schemes – This is an ongoing project spread 

over a number of years. The exact sites and outcomes for refurbishment 



are subject to future consultation and estimates within the MTFP based 
upon “typical” refurbishment costs of schemes undertaken to date. 

 
65 Dog and Litter Bins – A budget is required to replace and purchase new 

dog and litter bins on a rolling replacement programme. 
 
66 IT Replacement Programme – An allocation to replace all corporate 

laptops / PCs on a rolling programme. This will ensure that they are fit for 
purpose, compatible, reliable and still under support by the vendor. 

 
67 Information Technology Infrastructure Upgrades - To replace / upgrade 

critical parts of the IT infrastructure that are aging and out of vendor 
support such as wi-fi controllers, switches and servers. 

 
68 Telephone System Upgrade – BT copper circuits are ceasing to exist after 

2025 and have to be digital, so there is a need to upgrade the system. A 
new system will allow the Councils to integrate MS Teams with 
Softphones and the current system is several versions behind 
requirements, it has to be brought up to date to ensure that it continues to 
be covered by a maintenance contract. 

 
69 Network Switches and UPS at Unit 5 – Network infrastructure hardware 

has not been replaced since the Council took ownership of Unit 5, some 
equipment is starting to fail and at end of support. Renewing equipment 
will increase user performance, help with backups/DR and cloud backup 
storage. It will ensure the network hardware is in support for 
maintenance/security updates. The equipment will also provide enough 
power for the new Wi-Fi access points that have already been purchased 
and will power desk phones in the event of a power cut. 

 
70 Solar PV Installations - Due to the Welsh Government Goal of the Public 

Sector to be Carbon Neutral by 2030, all Local Authorities will need to 
reduce their Carbon Emissions and increase renewable energy 
generation. The Capital Funding will be used to install Solar PV on 
MTCBC buildings. These Projects will help MTCBC reduce its Carbon 
Emissions and environmental impact. With record energy price increases 
forecast, the Solar PV installations will also provide financial savings due 
to reduced electricity usage, over a 25-year period, helping to minimise the 
impact of the increases. 

 
 
 
 
 
 
 



Appendix E 

Merthyr Tydfil County Borough Council 

Capital Strategy Report 2022/23 

1.0 Introduction 

1.1 This capital strategy report gives a high-level overview of how capital 

expenditure, capital financing and treasury management activity contribute 

to the provision of local public services along with an overview of how 

associated risk is managed and the implications for future financial 

sustainability. It has been written in an accessible style to enhance 

members’ understanding of these sometimes technical areas. 

1.2 Decisions made this year on capital and treasury management will have 

financial consequences for the Authority for many years into the future. 

They are therefore subject to both a national regulatory framework and to 

local policy framework, summarised in this report. 

2.0 Capital Expenditure and Financing 
 
2.1 Capital expenditure is where the Authority spends money on assets, such 

as property or vehicles that will be used for more than one year. In local 

government this includes spending on assets owned by other bodies, and 

loans and grants to other bodies enabling them to buy assets. The 

Authority has some limited discretion on what counts as capital 

expenditure, for example assets costing below £10,000 are not capitalised 

and are charged to revenue in year. 

2.2 In 2022/23, the Authority is planning capital expenditure of £49.379 million 

as summarised below: 

 Table 1: Prudential Indicator Estimates of Capital Expenditure

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

General Fund Services 27,616 34,867 49,379 51,740 37,863

TOTAL 27,616 34,867 49,379 51,740 37,863  

* £5.774 m of capital expenditure in 22/23 arises from a change in the 

accounting for leases and does not represent cash expenditure. 

2.3 The main General Fund capital projects include: 



 The 21st Century School Programme - The Band B programme 

commenced in 2020/21 and totals £96.369 million over the lifetime of 

the programme, with a total contribution of £22.634 million as match 

from the Council. 

 The Authority’s Physical Regeneration Programme for the Council 

requires a financial commitment of £4.200 million from the Authority in 

2022/23. This also provides the opportunity for the Authority to secure 

external funding to deliver projects.  

 Transport and Infrastructure costs of £4.590 million have been included 

in the 2022/23 financial year.  

2.4  Capital investments include loans and shares made for service purposes 

and property to be held primarily for financial return in line with the 

definition in the CIPFA Treasury Management Code.  

2.5 Service managers bid annually to include projects in the Authority’s capital 

programme. Bids are collated by Accountancy who calculate the financing 

cost (which can be nil if the project is fully externally financed). The draft 

capital programme was considered at a Capital Cabinet Workshop in 

February 2022 and the final capital programme is then presented to 

Cabinet and to Council in February/March each year. 

 The Authority’s capital programme was reported to Cabinet on 23rd 

February 2022 

2.6 All capital expenditure must be financed, either from external sources 

(government grants and other contributions), the Authority’s own 

resources (revenue, reserves and capital receipts) or debt (borrowing and 

leasing). The planned financing of the above expenditure is as follows: 

 Table 2: Capital Financing 
 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

External Sources 19,738 23,301 19,626 33,746 24,887

Own Resources 1,152 173 1,081 500 500

Debt 6,726 11,393 28,672 17,494 12,476

TOTAL 27,616 34,867 49,379 51,740 37,863  
 



* £5.774m of debt financing in 2022/23 arises from a change in the 
accounting for leases and does not represent new payments. 
 

2.7 Debt is only a temporary source of finance, since loans and leases must 

be repaid, and this is therefore replaced over time by other financing, 

usually from revenue which is known as the minimum revenue provision 

(MRP). Alternatively, proceeds from selling capital assets (known as 

capital receipts) may be used to replace debt finance. Planned MRP and 

use of capital receipts are as follows: 

 Table 3: Replacement of debt finance 
 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Own Resources 1,985 2,099 3,191 3,718 3,950

TOTAL 1,985 2,099 3,191 3,718 3,950  
 

 The Authority’s full minimum revenue provision statement will be 

reported to Council on 2nd March 2022. 

2.8 The Authority’s cumulative outstanding amount of debt finance is 

measured by the capital financing requirement (CFR). This increases with 

new debt-financed capital expenditure and reduces with MRP and capital 

receipts used to replace debt. The CFR is expected to increase by £31 

million during 2022/23. Based on the above figures for expenditure and 

financing, the Council’s estimated CFR is as follows: 

Table 4: Prudential Indicator Estimates of Capital Financing Requirement 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

General Fund Services 108,803 118,097 149,352 163,231 171,860

TOTAL CFR 108,803 118,097 149,352 163,231 171,860  

* £5.774 m of the CFR increase in 2022/23 arises from a change in the 

accounting for leases 

2.9 Asset management: To ensure that capital assets continue to be of long-

term use, the Council has an asset management plan in place. The plan 

sets out the vision for asset management where the property portfolio is 

aligned to corporate priorities and service requirements, appropriate 



investment is made in capital projects and the portfolio is efficiently 

maintained, is fit for purpose and meets health and safety requirements. 

Asset disposals: When a capital asset is no longer needed, it may be 

sold so that the proceeds, known as capital receipts, can be spent on new 

assets or to repay debt. Repayments of capital grants, loans and 

investments also generate capital receipts. The Authority plans to receive 

£1,000,000 of capital receipts in the coming financial year as follows: 

 Table 5: Capital Receipts 

  

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Asset sales 418 128 1,000 500 500

TOTAL 418 128 1,000 500 500  

3.0 Treasury Management 

3.1 Treasury management is concerned with keeping sufficient but not 

excessive cash available to meet the Authority’s spending needs, while 

managing the risks involved. Surplus cash is invested until required, while 

a shortage of cash will be met by borrowing, to avoid excessive credit 

balances or overdrafts in the bank current account. The Authority is 

typically cash rich in the short-term as revenue income is received before it 

is spent, but cash poor in the long-term as capital expenditure is incurred 

before being financed. The revenue cash surpluses are offset against 

capital cash shortfalls to reduce overall borrowing.  

Due to decisions taken in the past, the Authority currently has £118 million 

borrowing at an average interest rate of 2.87% and £17 m treasury 

investments at an average rate of 0.04% (as at December 2021). 

3.2 Borrowing strategy: The Authority’s main objectives when borrowing are 

to achieve a low but certain cost of finance while retaining flexibility should 

plans change in future. These objectives are often conflicting, and the 

Authority therefore seeks to strike a balance between cheap short-term 

loans (currently available at around 0.1%) and long-term fixed rate loans 

where the future cost is known but higher (currently 1.5% to 2.5%). 



Projected levels of the Authority’s total outstanding debt (which comprises 

borrowing and leases) are shown below, compared with the capital 

financing requirement (see above). 

Table 6: Prudential Indicator: Gross Debt and the Capital Financing 

Requirement 

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Debt 124,574 112,529 143,151 158,198 167,567

Capital Financing 

Requirement 108,803 118,097 149,352 163,231 171,860

  

Statutory guidance is that debt should remain below the capital financing 

requirement, except in the short-term. As can be seen from table 6, the 

Authority expects to comply with this in the medium term. Gross Debt 

exceeded the CFR in 2020/21.This is due to the working capital position at 

year-end funded by temporary borrowing. Forecast figures for 2021/22 

and budgeted figures for 2022/23 to 2024/25 assume there is no working 

capital deficit and borrowing is for capital purposes only. 

3.3 Liability benchmark: To compare the Authority’s actual borrowing against 

an alternative strategy, a liability benchmark has been calculated showing 

the lowest risk level of borrowing. This assumes that cash and investment 

balances are kept to a minimum level of £10 m at each year-end. This 

benchmark is currently projected at £123 m and is forecast to rise to £176 

m over the next three years. 

Table 7: Borrowing and the Liability Benchmark  

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Outstanding Borrowing 124,574 112,529 143,151 158,198 167,567

Liability Benchmark 106,296 122,532 153,787 167,666 176,295  
 

3.4 Affordable borrowing limit: The Authority is legally obliged to set an 

affordable borrowing limit (also termed the authorised limit for external 

debt) each year. In line with statutory guidance, a lower “operational 

boundary” is also set as a warning level should debt approach the limit. 



2021/22 

Limit 

£'000

2022/23 

Limit 

£'000

2023/24 

Limit 

£'000

2024/25 

Limit 

£'000

Authorised Limit 168,613 217,837 233,696 243,421

Operational Boundary 153,290 198,472 212,826 221,614  

 

 Further details on borrowing are included within the treasury 

management strategy statement to be reported to Council on 2nd 

March 2022. 

3.5 Treasury investment strategy: Treasury investments arise from 

receiving cash before it is paid out again. Investments made for service 

reasons or for pure financial gain are not generally considered to be part 

of treasury management.  

The Authority’s policy on treasury investments is to prioritise security and 

liquidity over yield that is to focus on minimising risk rather than 

maximising returns. Cash that is likely to be spent in the near term is 

invested securely, for example with the government, other local authorities 

or selected high-quality banks and building societies, to minimise the risk 

of loss. 

Table 9: Treasury management investments  

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Investments 28,278 10,000 10,000 10,000 10,000  
 

 Further details on investments are included within the treasury 

management strategy statement to be reported to Council on 2nd 

March 2022. 

Risk management: The effective management and control of risk are 

prime objectives of the Authority’s treasury management activities. The 

treasury management strategy therefore sets out various indicators and 

limits to constrain the risk of unexpected losses and details the extent to 

which financial derivatives may be used to manage treasury risks. 

 The treasury management Prudential indicators are included within 

the treasury management strategy statement to be reported to 

Council on 2nd March 2022. 



Governance: Decisions on treasury management investment and 

borrowing are made daily and are therefore delegated to the Chief 

Finance Officer and staff, who must act in line with the treasury 

management strategy approved by Council. Half yearly reports on treasury 

management activity are presented to Council.  

4.0 Investments for Service Purposes 

The Authority can make investments to assist local public services, 

including making loans to local service providers, local small businesses to 

promote economic growth. In light of the public service objective, the 

Authority is willing to take more risk than with treasury investments, 

however it still plans for such investments to break even after all costs. 

The Authority has an investment (Gellideg Housing Co-operative) made 

for service purposes which is currently valued at £387,600 (as at 31st 

March 2021), the terms of the investment are that it is cost neutral for the 

Authority. A full Council report on the Gellideg Housing Co-operative 

project was reported on the 25th February 2015. The Council also 

participates in various Loan schemes including the Empty Homes and 

Vibrant and Viable Places Loans schemes funded by the Welsh 

Government. 

Governance: Decisions on service investments are made by the relevant 

service manager in consultation with the Chief Finance Officer and are 

reported to Council. 

5.0 Commercial Activities 

In light of the uncertainty surrounding future Government support through 

financial settlements, the Authority may look to identify other sources of 

income for future financial sustainability and can invest in commercial 

property purely or mainly for financial gain. At present, the Authority has 

not invested in any commercial activities. 

6.0 Liabilities 

In addition to debt as at 31st March 2021 of £124.574 m as detailed above, 

the Authority is committed to making future payments to cover its pension 

fund deficit (valued at £206.415m). It has also set aside £2.119 m to cover 

risks of provisions. The Authority is also at risk of having to pay for 



contingent liabilities however the Authority is not required to set aside any 

money for these liabilities 

 Further details on liabilities and guarantees are on pages 68 and 88 

of the 2020/21 statement of accounts, reported to Council on 3rd 

November 2021. 

Governance: Decisions on incurring new discretional liabilities are taken 

by service managers/Corporate Management Team in consultation with 

Chief Finance Officer. The risk of liabilities crystallising and requiring 

payment is monitored by the finance section.  

7.0 Revenue Budget Implications 

Although capital expenditure is not charged directly to the revenue budget, 

interest payable on loans and MRP are charged to revenue. The net 

annual charge is known as financing costs; this is compared to the net 

revenue stream i.e. the amount funded from Council Tax, business rates 

and general government grants. 

Table 10: Prudential Indicator: Proportion of financing costs to net revenue 

stream 

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Financing Costs (£'000) 5,986 5,936 7,745 7,863 7,784

Proportion of net 

revenue stream 4.7% 4.5% 5.4% 5.3% 5.2%  
 

* £926,000 of the increase in financing costs in 2022/23 arises from a 

change in the accounting for leases and does not represent additional cost 

to the authority 
 

 Further details on the revenue implications of capital expenditure 

are included within the 2022/23 revenue budget reported to Council 

on 2nd March 2022. 
 

Sustainability: Due to the very long-term nature of capital expenditure 

and financing, the revenue budget implications of expenditure incurred in 

the next few years will extend for up to 50 years plus into the future. The 



Chief Finance Officer is satisfied that the proposed capital programme is 

prudent, affordable and sustainable. 

8.0 Knowledge and Skills 

The Authority employs professionally qualified and experienced staff in 

senior positions with responsibility for making capital expenditure, 

borrowing and investment decisions. For example, the Chief Finance 

Officer is a qualified accountant with 29 years’ experience. The Council 

pays for junior staff to study towards relevant professional qualifications 

including CIPFA. 

Where Authority staff do not have the knowledge and skills required, use 

is made of external advisers and consultants that are specialists in their 

field. The Council currently employs Arlingclose Limited as treasury 

management advisers. This approach is more cost effective than 

employing such staff directly, and ensures that the Authority has access to 

knowledge and skills commensurate with its risk appetite. 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Appendix F 

Merthyr Tydfil County Borough Council 

Treasury Management Strategy Statement 2022/23 

1.0 Introduction 

1.1 Treasury management is the management of the Authority’s cash flows, 

borrowing and investments, and the associated risks. The Authority has 

borrowed and invested substantial sums of money and is therefore 

exposed to financial risks including the loss of invested funds and the 

revenue effect of changing interest rates.  The successful identification, 

monitoring and control of financial risk are therefore central to the 

Authority’s prudent financial management.  

1.2 Treasury risk management at the Authority is conducted within the 

framework of the Chartered Institute of Public Finance and Accountancy’s 

Treasury Management in the Public Services: Code of Practice 2017 

Edition (the CIPFA Code) which requires the Authority to approve a 

treasury management strategy before the start of each financial year. In 

addition, the Welsh Government (WG) issued revised Guidance on Local 

Authority Investments in November 2019 that requires the Authority to 

approve an investment strategy before the start of each financial year. 

This report fulfils the Authority’s legal obligation under the Local 

Government Act 2003 to have regard to both the CIPFA Code and the WG 

Guidance. 

1.3 Revised strategy: In accordance with the WG Guidance, the Authority will 

be asked to approve a revised Treasury Management Strategy Statement 

should the assumptions on which this report is based change significantly. 

Such circumstances would include, for example, a large unexpected 

change in interest rates, in the Authority’s capital programme or in the 

level of its investment balance, or a material loss in the fair value of a non-

financial investment identified as part of the year end accounts preparation 

and audit process. 

2.0 External Context 

Appendix 1 outlines an Economic Commentary. 

 



3.0 Local Context 

3.1 On 31st December 2021, the Authority held £118 m of borrowing and £17 

m of investments. This is set out in further detail at Appendix 2.  Forecast 

changes in these sums are shown in the balance sheet analysis in table 1 

below. 

Table 1: Balance sheet summary and forecast 

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Capital Financing Requirement 108,803 118,097 149,352 163,231 171,860

Less External Borrowing** (124,574) (65,387) (49,563) (47,013) (45,101)

Less usable reserves (25,816) (25,816) (25,816) (25,816) (25,816)

Plus working capital 20,251 20,251 20,251 20,251 20,251

Financial Instruments Adjustment (6,942)

Investments (or New 

Borrowing) 28,278 (47,145) (94,224) (110,653) (121,194)  
 

** shows only loans to which the Authority is committed and excludes 

optional refinancing. 

 

The underlying need to borrow for capital purposes is measured by the 

Capital Financing Requirement (CFR), while usable reserves and working 

capital are the underlying resources available for investment.  The 

Authority’s current strategy is to maintain borrowing and investments 

below their underlying levels, sometimes known as internal borrowing.  

The Authority has an increasing CFR due to the capital programme, but 

minimal investments and will therefore be required to borrow up to £74 m 

over the forecast period. 

CIPFA’s Prudential Code for Capital Finance in Local Authorities 

recommends that the Authority’s total debt should be lower than its highest 

forecast CFR over the next three years.  Table 1 shows that the Authority 

expects to comply with this recommendation for financial years 2021/22 to 

2024/25 assuming a zero working capital deficit and that borrowing is for 

capital purposes only. Gross debt exceeded the CFR for 2020/21 due to 

the year-end working capital position. 

3.2 Liability benchmark: To compare the Council’s actual borrowing against 

an alternative strategy, a liability benchmark has been calculated showing 

the lowest risk level of borrowing. This assumes the same forecasts as 



table 1 above, but that cash and investment balances are kept to a 

minimum level of £10m at each year-end to maintain sufficient liquidity but 

minimise credit risk. 

Table 2: Liability benchmark 

 

2020/21 

Actual 

£'000

2021/22 

Forecast 

£'000

2022/23 

Budget 

£'000

2023/24 

Budget 

£'000

2024/25 

Budget 

£'000

Capital Financing Requirement 108,803 118,097 149,352 163,231 171,860

Less usable reserves (25,816) (25,816) (25,816) (25,816) (25,816)

Plus working capital 20,251 20,251 20,251 20,251 20,251

Plus Minimum Investments 10,000 10,000 10,000 10,000 10,000

Financial Instruments Adjustment (6,942)

Liability Benchmark 106,296 122,532 153,787 167,666 176,295  

Following on from the medium-term forecasts in table 2 above, the long-

term liability benchmark assumes capital expenditure funded by 

borrowing, the minimum revenue provision on new capital expenditure is 

based on asset life and changes in reserves in line with planned utilisation. 

This is shown in the chart below: 

Table 3: Liability Benchmark Chart 

2021/22 

£'000

2022/23 

£'000

2023/24 

£'000

2024/25 

£'000

Debt Funded Capital Expenditure 9,408 31,518 14,417 8,975

MRP (114) (263) (538) (346)

Maturing Loans 59,187 15,824 2,550 1,912

Changes in reserves 0 0 0 0

Changes in working capital 0 0 0 0

Financial Instruments Adjustment 6,942

Net Cash Outflow / (Inflow) 75,423 47,079 16,429 10,541  

4.0 Borrowing Strategy 

4.1 The Authority currently holds £118 million of loans (as at 31st December 

2021), an increase of £1m to the previous year, as part of its strategy for 

funding previous years’ capital programmes. The balance sheet forecast in 

table 1 shows that the Authority expects to hold loans of £143 million at 

the end of 2022/23. The Authority may also borrow additional sums to pre-

fund future years’ requirements, providing this does not exceed the 

authorised limit for borrowing of £218 million. 



4.2 The Authority’s chief objective when borrowing money is to strike an 

appropriately low risk balance between securing low interest costs and 

achieving certainty of those costs over the period for which funds are 

required.  The flexibility to renegotiate loans should the Authority’s long-

term plans change is a secondary objective. 

4.3 Given the significant cuts to public expenditure and in particular to local 

government funding, the Authority’s borrowing strategy continues to 

address the key issue of affordability without compromising the longer-

term stability of the debt portfolio. With short-term interest rates currently 

much lower than long-term rates, it is likely to be more cost effective in the 

short-term to either use internal resources, or to borrow short-term loans 

instead.   

By doing so, the Authority is able to reduce net borrowing costs (despite 

foregone investment income) and reduce overall treasury risk. The 

benefits of internal / short-term borrowing will be monitored regularly 

against the potential for incurring additional costs by deferring borrowing 

into future years when long-term borrowing rates are forecast to rise 

modestly. Arlingclose will assist the Authority with this ‘cost of carry’ and 

breakeven analysis. Its output may determine whether the Authority 

borrows additional sums at long-term fixed rates in 2022/23 with a view to 

keeping future interest costs low, even if this causes additional cost in the 

short-term. 

The Authority has previously raised the majority of its long-term borrowing 

from the PWLB but will consider long-term loans from other sources 

including banks, pensions and local authorities. PWLB loans are no longer 

available to local authorities planning to buy investment assets primarily 

for yield; the Authority intends to avoid this activity in order to retain its 

access to PWLB loans. 

4.4 The approved sources of long-term and short-term borrowing are: 

 

 HM Treasury’s PWLB lending facility (formerly the Public Works Loan 

Board) 

 any institution approved for investments (see below) 

 any other bank or building society authorised to operate in the UK 

 any other UK public sector body 

 



4.5  In addition, capital finance may be raised by the following methods that 

are not borrowing, but may be classed as other debt liabilities: 

 leasing 

 hire purchase 

 Private Finance Initiative  

 sale and leaseback 

 

4.6 LOBOs: The Authority holds £12m of LOBO (Lender’s Option Borrower’s 

Option) loans where the lender has the option to propose an increase in 

the interest rate at set dates, following which the Authority has the option 

to either accept the new rate or to repay the loan at no additional cost. The 

full £12 million of these LOBOs have options, and although the Authority 

understands that lenders are unlikely to exercise their options in the 

current low interest rate environment, there remains an element of 

refinancing risk.  The Authority will take the option to repay LOBO loans at 

no cost if it has the opportunity to do so.   

4.7 Short-term and variable rate loans: These loans leave the Authority 

exposed to the risk of short-term interest rate rises and are therefore 

subject to the interest rate exposure limits in the treasury management 

indicators below. 

4.8 Debt rescheduling: The PWLB allows authorities to repay loans before 

maturity and either pay a premium or receive a discount according to a set 

formula based on current interest rates. Other lenders may also be 

prepared to negotiate premature redemption terms. The Authority may 

take advantage of this and replace some loans with new loans, or repay 

loans without replacement, where this is expected to lead to an overall 

cost saving or a reduction in risk. 

5.0 Treasury Investment Strategy 

5.1 The Authority holds invested funds, representing income received in 

advance of expenditure plus balances and reserves held. In the past 12 

months, the Authority’s investment balance has ranged between £10 

million and £44 million, and similar levels are expected to be maintained in 

the forthcoming year.  



Loans to organisations providing local public services and purchases of 

investment property are not normally considered to be treasury 

investments, and these are therefore covered separately in Appendix 3. 

5.2 Both the CIPFA Code and the WG Guidance require the Authority to 

invest its treasury funds prudently, and to have regard to the security and 

liquidity of its investments before seeking the highest rate of return, or 

yield. The Authority’s objective when investing money is to strike an 

appropriate balance between risk and return, minimising the risk of 

incurring losses from defaults and the risk of receiving unsuitably low 

investment income. Where balances are expected to be invested for more 

than one year, the Authority will aim to achieve a total return that is equal 

or higher than the prevailing rate of inflation, in order to maintain the 

spending power of the sum invested. 

5.3 Given the increasing risk and very low returns from short-term unsecured 

bank investments, the Authority aims to diversify into more secure and/or 

higher yielding asset classes during 2022/23 including Money Market 

Funds.  This is especially the case for the estimated £10 m that is 

available for longer-term investment. All of the Authority’s surplus cash is 

currently invested in short-term unsecured bank and building society 

deposits, and in government deposits. This diversification would represent 

a change in strategy over the coming year.  

5.4 Under the new IFRS 9 standard, the accounting for certain investments 

depends on the Authority’s “business model” for managing them. The 

Authority aims to achieve value from its internally managed treasury 

investments by a business model of collecting the contractual cash flows 

and therefore, where other criteria are also met, these investments will 

continue to be accounted for at amortised cost.  

5.5 The Authority may invest its surplus funds with any of the counterparty 

types in table 4 below, subject to the cash limits (per counterparty) and the 

time limits shown. 

 

 

 

 

 



Table 4: Approved investment counterparties and limits 

Institution

Maximum Loan                  

£'000

UK Local Authorities 10,000

UK Bank or UK Rated Building 

Society 5,000
Barclays Bank (The Authorities 

Banker) 5,000

Money Market Funds 5,000 per fund or trust

Debt Management Account (UK 

Government) As required  

Investment Security Use 

Maximum 

Investment 

Period

Debt Management Agency Deposit 

Facility High In-house 365 days

Term deposits - UK Local Authorities

High although LA's not 

credit rated In-house 365 days

Term Deposits - UK Banks and 

Rated Building Societies

All UK Banks and 

Rated UK Building 

Societies In-house 365 days  

5.6 Banks and building societies unsecured: Accounts, deposits, 

certificates of deposit and senior unsecured bonds with banks and building 

societies, other than multilateral development banks. These investments 

are subject to the risk of credit loss via a bail-in should the regulator 

determine that the bank is failing or likely to fail.  

5.7 Government: Loans, bonds and bills issued or guaranteed by national

 governments, regional and local authorities and multilateral development 

banks. These investments are not subject to bail-in, and there is generally 

a lower risk of insolvency, although they are not zero risk.  

5.8 Pooled funds: Pooled funds that offer same-day or short notice liquidity 

and very low or no price volatility by investing in short-term money 

markets. They have the advantage over bank accounts of providing wide 

diversification of investment risks, coupled with the services of a 

professional fund manager in return for a small fee.  

 



6.0 Prudential Indicators 

6.1 The Authority measures and manages its exposures to treasury 

management risks using the following indicators. 

6.2 Interest rate exposures: This indicator is set to provide an indication of 

the Authority’s exposure to interest rate risk.  The upper limits on the one-

year revenue impact of a 1% rise or fall in interest rates will be: 

Interest rate risk indicator

Limit     

£'000

Upper limit on one year revenue impact of a 1% rise in interest rates 1,335  

The impact of a change in interest rates is calculated on the assumption 

that maturing loans and investments will be replaced at current rates. 

6.3 Maturity structure of borrowing: This indicator is set to control the 

Authority’s exposure to refinancing risk. The upper and lower limits on the 

maturity structure of all borrowing will be: 

Refinancing rate risk indicator

 Upper 

Limit

Lower 

Limit

Under 12 Months 90% 0%

12 months and within 24 months 25% 0%

24 months and within 5 years 25% 0%

5 years and within 10 years 25% 0%

10 years and above 50% 0%  

Time periods start on the first day of each financial year. The maturity date 

of borrowing is the earliest date on which the lender can demand 

repayment.  

6.4 Long-term treasury management investments: The purpose of this 

indicator is to control the Authority’s exposure to the risk of incurring 

losses by seeking early repayment of its investments.   

The limits on the long-term principal sum invested to final maturities 

beyond the period end will be: 

2022/23 

£'000

2023/24 

£'000

2024/25 

£'000

Principal Sums Invested for Periods longer than 365 days 0 0 0  

 



7.0 Related Matters 

7.1 The CIPFA Code requires the Authority to include the following in its 

treasury management strategy. 

7.2 Financial Derivatives: In the absence of any explicit legal power to do so, 

the Authority will not use standalone financial derivatives (such as swaps, 

forwards, futures and options).  Derivatives embedded into loans and 

investments, including pooled funds and forward starting transactions, 

may be used, and the risks that they present will be managed in line with 

the overall treasury risk management strategy. 

7.3 Markets in Financial Instruments Directive: The Authority has opted up 

to professional client status with its providers of financial services, 

including advisers, banks and brokers, allowing it access to a greater 

range of services but without the greater regulatory protections afforded to 

individuals and small companies. Given the size and range of the 

Authority’s treasury management activities, the Chief Finance Officer 

believes this to be the most appropriate status. 

7.4 Government Guidance: Further matters required by the WG Guidance 

are included in Appendix 3. 

8.0 Financial Implications 

The budget for investment income in 2022/23 is £174,000. The budget for 

debt interest paid in 2022/23 is £4.420 million. If actual levels of 

investments and borrowing, or actual interest rates, differ from those 

forecast, performance against budget will be correspondingly different.  

9.0 Other Options Considered 

9.1 The WG Guidance and the CIPFA Code do not prescribe any particular 

treasury management strategy for local authorities to adopt. The Chief 

Finance Officer, believes that the above strategy represents an 

appropriate balance between risk management and cost effectiveness.  

Some alternative strategies, with their financial and risk management 

implications, are listed below. 



 

Alternative Impact on income and 

expenditure

Impact on risk 

management

Invest in a narrower range 

of counterparties and/or for 

shorter times

Interest income will be 

lower

Lower chance of losses 

from credit related defaults, 

but any such losses may be 

greater

Invest in a wider range of 

counterparties and/or for 

longer times

Interest income will be 

higher

Increased risk of losses 

from credit related defaults, 

but any such losses may be 

smaller

Borrow additional sums at 

long-term fixed interest 

rates

Debt interest costs will rise; 

this is unlikely to be offset 

by higher investment 

income

Higher investment balance 

leading to a higher impact in 

the event of a default; 

however long-term interest 

costs may be more certain

Borrow short-term or 

variable loans instead of 

long-term fixed rates

Debt interest costs will 

initially be lower

Increases in debt interest 

costs will be broadly offset 

by rising investment income 

in the medium term, but 

long-term costs may be 

less certain 

Reduce level of borrowing Saving on debt interest is 

likely to exceed lost 

investment income

Reduced investment 

balance leading to a lower 

impact in the event of a 

default; however long-term 

interest costs may be less 

certain  

 



Appendix 1 

Economic Commentary (17th December 2021) 
 

Economic background: The ongoing impact on the UK from coronavirus, 

together with higher inflation, higher interest rates, and the country’s trade 

position post-Brexit, will be major influences on the Authority’s treasury 

management strategy for 2022/23. 

 

The Bank of England (BoE) increased Bank Rate to 0.25% in December 2021 

while maintaining its Quantitative Easing programme at £895 billion. The 

Monetary Policy Committee (MPC) voted 8-1 in favour of raising rates, and 

unanimously to maintain the asset purchase programme.  

 

Within the announcement the MPC noted that the pace of the global recovery 

was broadly in line with its November Monetary Policy Report. Prior to the 

emergence of the Omicron coronavirus variant, the Bank also considered the UK 

economy to be evolving in line with expectations, however the increased 

uncertainty and risk to activity the new variant presents, the Bank revised down 

its estimates for Q4 GDP growth to 0.6% from 1.0%. Inflation was projected to be 

higher than previously forecast, with CPI likely to remain above 5% throughout 

the winter and peak at 6% in April 2022. The labour market was generally 

performing better than previously forecast and the BoE now expects the 

unemployment rate to fall to 4% compared to 4.5% forecast previously, but notes 

that Omicron could weaken the demand for labour. 

 

UK CPI for November 2021 registered 5.1% year on year, up from 4.2% in the 

previous month. Core inflation, which excludes the more volatile components, 

rose to 4.0% y/y from 3.4%. The most recent labour market data for the three 

months to October 2021 showed the unemployment rate fell to 4.2% while the 

employment rate rose to 75.5%.  

 

In October 2021, the headline 3-month average annual growth rate for wages 

were 4.9% for total pay and 4.3% for regular pay. In real terms, after adjusting for 

inflation, total pay growth was up 1.7% while regular pay was up 1.0%. The 

change in pay growth has been affected by a change in composition of employee 

jobs, where there has been a fall in the number and proportion of lower paid jobs. 

 

Gross domestic product (GDP) grew by 1.3% in the third calendar quarter of 

2021 according to the initial estimate, compared to a gain of 5.5% q/q in the 



previous quarter, with the annual rate slowing to 6.6% from 23.6%. The Q3 gain 

was modestly below the consensus forecast of a 1.5% q/q rise. During the 

quarter activity measures were boosted by sectors that reopened following 

pandemic restrictions, suggesting that wider spending was flat. Looking ahead, 

while monthly GDP readings suggest there had been some increase in 

momentum in the latter part of Q3, Q4 growth is expected to be soft. 

 

GDP growth in the euro zone increased by 2.2% in calendar Q3 2021 following a 

gain of 2.1% in the second quarter and a decline of -0.3% in the first. Headline 

inflation has been strong, with CPI registering 4.9% year-on-year in November, 

the fifth successive month of inflation. Core CPI inflation was 2.6% y/y in 

November, the fourth month of successive increases from July’s 0.7% y/y. At 

these levels, inflation is above the European Central Bank’s target of ‘below, but 

close to 2%’, putting some pressure on its long-term stance of holding its main 

interest rate of 0%. 

 

The US economy expanded at an annualised rate of 2.1% in Q3 2021, slowing 

sharply from gains of 6.7% and 6.3% in the previous two quarters. In its 

December 2021 interest rate announcement, the Federal Reserve continue to 

maintain the Fed Funds rate at between 0% and 0.25% but outlined its plan to 

reduce its asset purchase programme earlier than previously stated and signalled 

they are in favour of tightening interest rates at a faster pace in 2022, with three 

0.25% movements now expected. 

 

Credit outlook: Since the start of 2021, relatively benign credit conditions have 

led to credit default swap (CDS) prices for the larger UK banks to remain low and 

had steadily edged down throughout the year up until mid-November when the 

emergence of Omicron has caused them to rise modestly. However, the 

generally improved economic outlook during 2021 helped bank profitability and 

reduced the level of impairments many had made as provisions for bad loans. 

However, the relatively recent removal of coronavirus-related business support 

measures by the government means the full impact on bank balance sheets may 

not be known for some time. 

 

The improved economic picture during 2021 led the credit rating agencies to 

reflect this in their assessment of the outlook for the UK sovereign as well as 

several financial institutions, revising them from negative to stable and even 

making a handful of rating upgrades. 

 



Looking ahead, while there is still the chance of bank losses from bad loans as 

government and central bank support is removed, the institutions on the 

Authority’s counterparty list are well-capitalised and general credit conditions 

across the sector are expected to remain benign. Duration limits for 

counterparties on the Authority’s lending list are under regular review and will 

continue to reflect economic conditions and the credit outlook. 

 

Interest rate forecast: The Authority’s treasury management adviser Arlingclose 

is forecasting that Bank Rate will continue to rise in calendar Q1 2022 to subdue 

inflationary pressures and the perceived desire by the BoE to move away from 

emergency levels of interest rates. 

 

Investors continue to price in multiple rises in Bank Rate over the next forecast 

horizon, and Arlingclose believes that although interest rates will rise again, the 

increases will not be to the extent predicted by financial markets. In the near-

term, the risks around Arlingclose’s central case are to the upside while over the 

medium-term the risks become more balanced. 

 

Yields are expected to remain broadly at current levels over the medium-term, 

with the 5, 10 and 20 year gilt yields expected to average around 0.65%, 0.90%, 

and 1.15% respectively. The risks around for short and medium-term yields are 

initially to the upside but shifts lower later, while for long-term yields the risk is to 

the upside. However, as ever there will almost certainly be short-term volatility 

due to economic and political uncertainty and events. 

 

 

 

 

 

 

 

 

 

 



Appendix 2 

Existing Investment & Debt Portfolio Position 

Description

31.12.21 

Actual Debt 

Portfolio 

£000

31.12.21 

Average 

Rate %

External Borrowing

Public Works Loan Board Loans 41,299 6.74

Local Authorities 50,000 0.10

LOBO Loans 12,000 4.50

Banks and Building Societies 0 0.00

Other Loans 14,390 0.00

Total Gross External Debt 117,689 2.87

Treasury Investments

Banks and Building Societies 0 0.00

Cash and Bank Equivalents 4,306 0.00

DMO 3,000 0.05

Local Authorities 10,000 0.05

Total Treasury Investments 17,306 0.04  

 

 

 

 

 

 

 

 

 

 

 

 

 



Appendix 3 

Additional requirements of Welsh Government Guidance  

1.0 The Welsh Government (WG) published revised Investment Guidance in 

November 2019 which places additional reporting requirements upon local 

authorities that are not integral to this Authority’s treasury management 

processes. The guidance also covers investments that are not part of 

treasury management, for example investment property and loans to local 

organisations. 

 

2.0 The Authority’s investments contribute to its service delivery objectives 

and/or to promote wellbeing as follows: 

 treasury management investments support effective treasury 

management activities,  

 loans to local organisations provide financial support to those 

organisations to enable them to deliver local public services that 

would otherwise be provided directly by the Authority, and 

 investment property provides a net financial surplus that is 

reinvested into local public services.  

 

3.0 Climate change: The Authority’s Carbon Management Plan was reported 

to Council on the 23rd October 2019, with regular reports to Scrutiny 

Committee. 

4.0 Specified investments: The WG Guidance defines specified investments 

as those: 

• denominated in pound sterling, 

• due to be repaid within 12 months of arrangement unless the 

counterparty is a local authority, 

• not defined as capital expenditure by legislation, and 

• invested with one of: 

o the UK Government, 

o a UK local authority, parish council or community council, or 

o a body or investment scheme of “high credit quality”. 



The Authority defines “high credit quality” organisations and securities as 

those having a credit rating of [A-] or higher that are domiciled in the UK or 

a foreign country with a sovereign rating of [AA+] or higher. For money 

market funds and other pooled funds “high credit quality” is defined as 

those having a credit rating of [A-] or higher.  

5.0 Loans: The WG Guidance defines a loan as a written or oral agreement 

where the authority temporarily transfers cash to a third party, joint 

venture, subsidiary or associate who agrees a return according to the 

terms and conditions of receiving the loan, except where the third party is 

another local authority. 

The Authority has one service investment at a value of £387,600 (as at 

31st March 2021) for the Gellideg Housing Co-operative. The Council also 

participates in various Loans schemes including the Empty Homes and 

Vibrant and Viable Places Loans schemes funded by the Welsh 

Government. The Authority’s financial exposure to loans to local 

enterprises, local charities, wholly owned companies and joint ventures is 

to be determined and will be subject to a further report if necessary. 

The Authority uses an allowed ‘expected credit loss’ model for loans and 

receivables as set out in International Financial Reporting Standard 9 

Financial Instruments as adopted by proper practices to measure the 

credit risk of its loan portfolio. Appropriate consideration is given to state 

aid rules and competition law. The Authority has appropriate credit control 

arrangements to recover overdue repayments in place.  

Non-specified investments: Any financial investment not meeting the 

definition of a specified investment or a loan is classed as non-specified. 

Given the wide definition of a loan, this category only applies to units in 

pooled funds and shares in companies. The Authority does not currently 

have any non-specified investments, limits are to be determined and will 

be subject to a further report if necessary. 

Non-financial investments: This category covers non-financial assets 

held primarily or partially to generate a profit, primarily investment 

property. Security is determined by comparing each asset’s purchase price 

to its fair value using the model in International Accounting Standard 40: 

Investment Property as adapted by proper practices. The Authority does 

not currently have any Investment Properties. 



Investment advisers: The Authority has appointed Arlingclose Limited as 

treasury management advisers. The quality of these services is controlled 

by client meetings and the contract is reviewed every three to five years. 

Borrowing in advance of need: Welsh Government guidance is that local 

authorities must not borrow more than or in advance of their needs purely 

in order to profit from the investment of the extra sums borrowed.  

Capacity and skills: The Council employs professionally qualified and 

experienced staff in senior positions with responsibility for making 

investment decisions. 

Staff attend training courses, seminars, meetings and conferences 

provided by Arlingclose and CIPFA. Relevant staff are also encouraged to 

study professional qualifications from CIPFA, and other appropriate 

organisations. 

Commercial deals: The Authority does not currently have any commercial 

investments, if this occurs in the future it will be in consultation with the 

Chief Finance Officer to ensure the core principles of the prudential 

framework and of the regulatory regime within which local authorities 

operate is considered.  


