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Report to: Cabinet, 8th December 2015

Report of: Cabinet Member for Resources

Subject: DRAFT MEDIUM TERM FINANCIAL PLAN 2016-2021 AND DRAFT 
BUDGET & COUNCIL TAX 2016/17

1. Purpose of Report 

1.1 To provide Cabinet with a summary briefing of the key headlines affecting Local 
Government funding from the Chancellor’s ‘Spending Review and Autumn Statement 
2015’, which was announced on 25th November 2015.

1.2 To provide Cabinet with the proposed high level Medium Term Financial Plan (MTFP) 
for the next five year period 2016-2021, and the proposed Draft Budget & Council 
Tax for 2016/17.

1.3 To seek Cabinet endorsement of the MTFP and draft Budget proposals including the 
key priorities and assumptions for the short term and medium term planning 
horizon, and to put them forward for consultation and for consideration by 
Performance Management and Budget Scrutiny Committee.

1.4 To seek Cabinet approval for the proposed Council Tax Base for 2016/17 for 
Worcester City Council and our two Parish Councils, in accordance with Local 
Authorities (Calculation of Council Tax Base) Regulations 2012.

1.5 To advise Cabinet that the proposals will be updated for any agreed changes 
following consultation and for any significant changes following the publication of the 
Local Government Financial Settlement which is expected in mid to late December 
2015.  Formal adoption of the MTFP and the Budget & Council Tax 2016/17, will be 
recommended to Full Council for approval in February 2016.

2. Background

2.1 The Council’s medium term financial forecast (MTFF) provides the financial 
framework within which the Council can plan its revenue and capital resources and 
earmarked reserves utilisation over the next five year period.

2.2 The MTFF is reviewed and updated on an annual basis to take into account any 
alterations that may be required as a result of changed circumstances locally and 
nationally, particularly on the assumptions underpinning local government financing.

2.3 The MTFF forms part of the Medium Term Financial Plan (MTFP) 2016-2021, the 
details of which are outlined in section 4 of this report, and in a number of 
appendices as listed below:

Appendix 1 - summary MTFF 2016-2021;
Appendix 2 - cost pressures and income generation items 2016-2021;
Appendix 3 - updated ‘Mind the Gap’ savings plan 2016-2021 (previously known as 
the ‘Transformation Plan’);
Appendix 4 - draft Capital Programme and Capital Financing 2016-2021;
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2.4 Details on the Draft Budget & Council Tax 2016/17 are outlined in section 5 of this 
report, and in a number of appendices as listed below:

Appendix 1 - summary Draft Budget 2016/17;
Appendix 5 - proposed Council Tax Base 2016/17;
Appendix 6 - draft Budget Book 2016/17 (budget details by Service);
Appendix 7 - Treasury Management Strategy Statement 2016/17;

2.5 The MTFP and the Draft Budget & Council Tax 2016/17 will be updated for the 
January 2016 Cabinet meeting with the following:

 the Local Government Finance Settlement;
 Pay Policy Statement 2016/17;
 detailed Fees & Charges 2016/17;
 proposed utilisation of Earmarked Reserves;
 New Homes Bonus summary and any further allocations.

3. Spending Review and Autumn Statement 2015 – Key Headlines

3.1 As always with such announcements, some clarity on issues facing local government 
finance was provided, but there remains some key questions from the Chancellor’s 
statement on the 25th November 2015.  Some announcements are subject to 
consultation and others require further detail before the financial impact for this 
Council can be assessed with any degree of certainty.  This should be provided in the 
Local Government Finance Settlement due in December 2015, although it should be 
noted that the settlement could only be for one year.

3.2 The Chancellor confirmed that the significant local government finance changes 
announced at the Conservative Party Conference in early October 2015 will proceed.  
Consultation is planned to pave the way for the implementation of 100% business 
rate retention by 2020. This should provide significant extra funding for local 
government and the potential to retain significantly more of the likely growth in 
business rates income.  It is however likely to come with additional responsibilities 
plus there will be encouragement to empower local authorities to deliver services in 
a way that is right for their area. 

3.3 Confirmation was also received that the Revenue Support Grant (RSG), which 
represents just under a quarter of local government total resources, will be phased 
out over this parliamentary term.  Equally, to compensate for the RSG reduction, 
there is an expectation that other sources of income such as council tax yield and 
business rates are forecast to grow by £6.3 billion across the sector, by 2019-20. 

3.4 The Chancellor also announced changes to the New Homes Bonus grant.  
Consultation will take place on reforms to the New Homes Bonus, including means of 
sharpening the incentive to reward communities for additional homes and reducing 
the length of payments from six years to four years. This will include a preferred 
option for reallocation of at least £800 million, which can be used for social care. 
Details of both reforms will be set out as part of the local government finance 
settlement consultation, which will include consideration of proposals to introduce a 
floor to ensure that no authority loses out disproportionately.
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3.5 This is likely to mean a reduction to our New Homes Bonus (NHB) grant allocation, 
although until further detail is provided, the extent of any reductions and the timing 
of any reductions is not clear.  It should be noted that this Council only relies on 
using some £0.7m (out of c£2m) of its NHB grant for funding service delivery, so it 
should be in a strong position to accommodate the changes with minimal impact to 
service delivery.  Also, the growth in the delivery of new homes in the city should 
mitigate the impact of any grant reductions for Worcester.

3.6 Other announcements in the Chancellor’s statement that will affect local government 
finance are:

 £500 million by 2019-20 for the Disabled Facilities Grant;
 more scrutiny of local authorities’ reserves and balances;
 increase in the Better Care Fund, rising to an extra £1.5 billion by 2019-20;
 public estate reform, with a central government focus on public sector asset 

reduction to release capital receipt funding for service provision, and to secure 
better value for the taxpayer;

 a rebalancing of financial support to those authorities with social care 
responsibilities through the proposed NHB changes, and through the ability for 
upper tier local authorities to introduce a social care precept.  The precept will 
work by giving local authorities the flexibility to raise council tax in their area by 
up to 2% above the existing threshold for spend on adult social care;

 a reversal of proposed tax credits changes, but otherwise a continuation of the 
Welfare Reform agenda;

 additional Discretionary Housing Payment funding to be made available to local 
authorities to protect the most vulnerable including those in supported 
accommodation, and;

 delivery of 400,000 housing starts by 2020-21, focussed on low cost home 
ownership. 

4. Medium Term Financial Plan 2016-2021

Key Priorities

4.1 The key priority for Cabinet is to set a balanced budget not just for the next financial 
year, but for the next three financial years, which is achievable, sustainable, able to 
withstand financial pressures and can deliver the following outcomes:

i. a planned balanced budget for the next three years, which safeguards Council 
services and allows time to plan for the longer term with its more uncertain 
financial horizon;

ii. further investment to deliver the Cabinet’s five-year Corporate Plan objectives 
to improve the City;

iii. further investment in the capital infrastructure of the Council to ensure good 
quality service delivery;

iv. minimal reliance on the use of general fund balances to achieve a three year 
balanced budget, with general fund balances maintained at c£1.2m (in line 
with previous forecasts) to meet risks in future funding levels;

v. continuous improvement in value for money and customer focus as we move 
towards being a smaller enabling Council, working with others to deliver the 
best possible outcomes.
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Key Financial Assumptions
 

4.2 The preparation of a five-year MTFF is based on a number of working assumptions.  
These become more difficult to predict as the period covered lengthens.  The MTFF is 
therefore reviewed and updated on an annual basis to take into account any 
alterations which may be required as a result of changed circumstances.  

4.3 The key financial assumptions in the revised MTFF 2016-2021 are detailed below and 
summarised in tabular form:

i. Council Tax Base (dwellings) growth of 2% in 2016/17, 1.5% in 2017/18 and 
1% p.a. thereafter; 

ii. No increases to car parking charges;
iii. Business Rates growth funding in line with current activity levels, less the 

forecast future impact of GP surgery appeals p.a.;
iv. Business rates inflationary increases of 2% p.a.;
v. Continued inclusion of c£0.7m NHB grant allocation each year to support 

service delivery;
vi. Council Tax modelled increases of 1.94% p.a.;
vii. Small increase on existing interest rate projections;
viii. Revenue Support Grant reduces to zero over the five year period;
ix. Pension increase provision of 1% p.a. to the forward funding rate arising from 

the next 3 year actuarial review (from 2018/19 onwards).  
x. No assumed increase to the pension back-funding deficit contributions, over 

and above what had previously been agreed with the actuary as it is assumed 
that this is sufficient over the 25 year longer term view of pensions;

xi. Overall pay bill increases of 2% p.a. for two years, then 1% p.a. thereafter;
xii. Selective prices inflation to reflect contractual commitments and price risk 

areas;
xiii. Continuation of the ‘Mind the Gap’ savings plan, with some phasing 

amendments, reductions on risk items and new savings on non-pay items 
which should not adversely affect service delivery.

Financial Assumptions 2016/17 2017/18 2018/19 2019/20 2020/21
Council Tax Base 30643 31103 31414 31728 32045
CT Base increase % 2% 1.5% 1% 1% 1%
Council Tax increase 1.94% 1.94% 1.94% 1.94% 1.94%
Business Rates increase 2% 2% 2% 2% 2%
Interest rates (earned) 1.0% 1.25% 1.50% 1.75% 2.0%
Pay cost inflation 2% 2% 1% 1% 1%
Non-pay inflation 
(average/selected items)

2.3% 2.3% 2.3% 2.3% 2.3%

Government Funding

4.4 Government funding is currently awarded in three streams:

 Revenue Support Grant (RSG) 
 Localised Business Rates (BR)
 New Homes Bonus (NHB)
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4.5 As stated above, Government has confirmed that they plan to phase out RSG over 
this parliamentary term.  Our existing MTFF assumed that our current RSG of £1.8m 
would reduce by 50% to £0.9m by 2019/20.  The assumption now is that RSG will 
reduce to zero by April 2020 on a straight line basis.

4.6 From April 2013 councils retained a share of localised business rates for their area. 
The government annually set a baseline which it expects the Council to achieve.  For 
2015/16 this amounted to £2.374m. If business rates grow above the government’s 
assessed baseline, then the council keeps a proportion of this growth. The opposite 
applies for any losses with the Council having to bear any losses below the baseline.  
The Council is currently a member of the Worcestershire Business Rates Pool which 
was established to retain business rates levy payments and to use this funding for a 
reserve to manage local risks and distribute any rewards.

4.7 The BR baseline is expected to grow in line with inflation assumptions. BR 
performance for 2014/15 was below the government’s estimated baseline due to 
significant refund provisions for GP surgeries as a result of their successful rating 
appeals. This has reduced the annual business rates income to the Council by 
approximately £140k p.a. Previously the Council was forecasting growth of £300k 
p.a. in 2016/17, however this has been reduced to £160k p.a.  

4.8 Confirmation has now been received that central government intends to consult on 
Business Rates proposals for local government to retain 100% of the proceeds.  
Local Authorities currently retain some 50%.  Local Authorities will also have the 
power to cut BR to boost enterprise and economic activity.  It is also expected that 
local government will take on new responsibilities as part of these funding changes.  
Until further details are provided through the Local Government Finance Settlement, 
no financial changes are included in the MTFF in relation to the revised BR regime.

4.9 Worcester City Council received NHB in the current year of £1.766m.  As part of the 
Council Tax Base calculations, the forecast for NHB grant for the 2016/17 year is 
£605k p.a. which will increase the annual grant to £2.371m.  This assumes that the 
previous NHB grant allocations continue for the full six years in accordance with the 
current funding arrangements, and that there are no changes to the funding 
arrangements in 2016/17 and thereafter.  

4.10 NHB grant forecasts are included for future years in line with the forecasts for 
Council Tax Base growth and the current six year grant award arrangement.  It is 
also assumed that the arrangement introduced by Cabinet in 2015/16, to use an 
element of this grant to fund service delivery budgets, continues and that some 
£0.7m p.a. is set aside to do this.  The remaining NHB grant is ringfenced to fund 
projects and initiatives which support the delivery of the Corporate Plan and ‘place’ 
improvements.  

4.11 Until the NHB grant arrangements are confirmed, this funding stream remains a risk 
into the medium term.  Although it should be noted that, unlike many councils, only 
c£0.7m p.a. of this grant funding source is used towards our revenue base budgets.

Council Tax

4.12 It has been assumed that the Council Tax base for the Council will rise in line with 
the build out rates for new housing developments in 2016/17, and high level 
forecasts for the four years thereafter, as follows:
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2016/17 2017/18 2018/19 2019/20 2020/21
Council Tax Base 
(dwellings) – 2015/16

30023

CT Base increase % 2% 1.5% 1% 1% 1%

CT Base increase (cum) 620 1080 1391 1705 2022

Council Tax Base 
(dwellings) – forecast

30643 31103 31414 31728 32045

CT Base (dwellings) 
income increase p.a. 
(cum)

£102k £179k £232k £287k £344k

4.13 It is assumed that the Government will set the Council Tax referendum threshold at 
c2% for 2016/17 and thereafter.  For the five years of the MTFP, the Council Tax 
inflation increases are modelled at the current 1.94% limit which is worth c£100k of 
income each year to the Council.  These modelled Council Tax increases demonstrate 
the contribution that extra Council Tax income could make, however, the decision on 
Council Tax increases will be made on an individual basis each year, after 
consideration of all of the relevant circumstances at the time.

4.14 The impact on Council Tax income of these inflationary and dwellings increases is 
shown in the table below:

2016/17 2017/18 2018/19 2019/20 2020/21

CT baseline income 
2015/16

£4.961m £4.961m £4.961m £4.961m £4.961m

CT increases modelled % 1.95% 1.95% 1.95% 1.95% 1.95%

CT modeled income 
increase p.a. (£ 
cumulative)

£99k £201k £306k £414k £525k

CT Base (dwellings) 
income increase p.a. 
(cum)

£102k £179k £232k £287k £344k

CT baseline income 
estimate p.a. 

£5.162m £5.341m £5.499m £5.662m £5.830m

Pay and Prices

4.15 In addition to estimates for annual pay bill increases of 2% p.a. for two years and 
1% p.a. thereafter, provision has also been made to meet the additional national 
insurance employer costs associated with changes introduced by the Government 
from April 2016.

4.16 Provision has also been made to meet on-going additional payments to the pension 
fund of 1% p.a. potentially required from the employer to fund future pension 
requirements from 2018/19.  The pension fund is subject to a triennial actuarial 
valuation, the next review will be undertaken by Mercers Ltd at the end of 2017, on 
behalf of Worcestershire County Council, the pension fund administrator.

4.17 The actuarial valuation will also confirm the funding required to meet the back 
funding deficit within the pension fund. The Council has a phased programme of 
increased back funding contributions agreed with the actuary based on the last 
triennial valuation, with current contributions set to rise from £1.3m in 2015/16 to 
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£1.7m in 2020/21.  In the MTFP it is assumed that this agreed contribution remains 
and is not increased further during the five year period.  Discussions will be held 
between the Worcestershire Treasurers and the actuary to try to establish an 
agreeable long term view of the assumptions underpinning the pension calculations.

4.18 Prices inflation is included at various rates on specific expenditure items, averaging a 
£2.3% increase on budget which adds costs of c£180k-£190k p.a. to the budget 
over the five year period.

‘Mind the Gap’ Savings Programme (‘efficiency programme’)

4.19 Details on the ‘efficiency programme’ savings programme are included at Appendix 
3.  The key points to note are:

 
i. No new savings requirements in 2016/17, beyond those already agreed in last 

year’s budget;

ii. Various phasing changes to move agreed savings targets to a later date, the 
most significant being the Cleaner & Greener outsourcing savings (moved 
from April 2017 to September 2017) and the Property Place Partnership 
savings for ‘One-Town Reviews’ (moved from 2016/17 and 2017/18 to 
2018/19 and 2019/20);

iii. A reduction to the planned increases on Bereavement fees & charges.  
Planned cremation fee increases of £50.00 a year for two years are reduced to 
£10.00 a year for two years, which reduces the income  generation in the 
‘efficiency programme’ by £130k;

iv. A reduction on the Cleaner & Greener outsourcing savings from £0.5m to 
£0.4m, to reflect a greater focus on high quality service standards and the 
focus on Worcester City only contracts for street cleansing and parks 
maintenance;

v. A 2% cap on the contingency budget for shortfalls on fees & charges and 
other income.  The 2% target is achieved by 2016/17 and is capped, which 
means that no further allocations are required and the budget increase of 
£75k in 2017/18 is removed;

vi. A targeted 2% reduction (£100k) on non-pay budgets across the Council, 
implementation to commence once the agreed Business Improvement - 
transactional review is complete.
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General Fund

4.20 The estimated level of the general fund balance in each financial year is c£1.2m for 
the first three years of the plan, in line with previous MTFF estimates.  There are 
risks on cash flows and on Council funding, as demonstrated by the large refunds the 
Council has had to pay to GP surgeries on business rates, albeit this particular issue 
was also balanced by the use of a business rates earmarked reserve. This type of 
issue highlights why the Council plans to keep an appropriate level of balances to 
ensure financial sustainability.

4.21 The target level of balances of c£1m-£1.2m is still felt to be sufficient to cover the 
risks facing the Council.  This level of balances is achievable for the first three years 
of the plan and there is then sufficient time to plan and address the forecast 
shortfalls in budget funding in years four and five.

MTFP Summary Financial Headlines

4.22 In summary, the medium term revenue forecasts deliver a balanced budget for three 
years.  Summary details of the forecasts for year one, year three, and year five are 
as follows:

Revenue Budget Forecasts
Year 1

2016/17
£m

Year 3 
2018/19

£m

Year 5 
2020/21

£m
Net Budget Requirement – baseline £10.2m £10.0m £10.3m
Pay, pensions and prices increases £0.7m £0.4m £0.4m
Cost pressures/Income generation (£0.5m) £0.0m £0.1m
‘Mind the Gap’ savings (£0.6m) (£0.5m) (£0.0m)
Forecast Net Budget Requirement p.a. £9.8m £9.9m £10.8m
Revenue Support Grant £1.5m £0.7m £0.0m
New Homes Bonus £0.7m £0.8m £0.6m
Council Tax £5.3m £5.5m £5.9m
Business Rates £1.3m £2.8m £2.9m
Utilisation of Earmarked Reserves £1.0m £0m £0m
Sources of Finance p.a. £9.8m £9.8m £9.4m

Utilisation of General Fund balances (£54k) £84k tbc

Budget Shortfall p.a. £0m £0m £1.4m

4.23 There is still work to do in the outlying years of 2019/20 and 2020/21, but by 
providing three years of certainty and stability to the Council, there is time to fully 
implement the “Mind the Gap” programme and to plan for the later years of the 
medium term period.  

4.24 The assumptions behind the MTFF are realistic and achievable with concerted effort 
and focus over the five year period.  In developing the five year forecast, the City 
Council has built in the predicted removal of the Revenue Support Grant, without yet 
providing any potential upside from additional Business Rates income from the new 
100% retention arrangements.  This is considered a prudent approach, and it allows 
for any further growth in business rate income in years four and five of the plan. 
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4.25 In addition, although it is likely that our NHB income will reduce from current 
forecast levels, there is no confirmation at this stage of the details or timing of any 
reductions.  The Council’s inclusion of only c£0.7m p.a. of the forecast NHB grant as 
base budget funding is prudent, and should allow for investment in the Corporate 
Plan delivery from any NHB grant allocation over and above this budget provision.

Capital Programme

4.26 The proposed capital programme for the period 2015-2021 totals £19.8m, with a 
record level of investment of £11m in 2016/17.  The main changes to the current 
approved capital programme are:

i. A reprofiled budget for the Swimming Pool, based on the latest project 
timescales;

ii. Provision for public realm improvements of £0.5m as previously agreed from 
the 2015/16 NHB grant;

iii. Provision of £40k for Street name plate improvements over a two year period;
iv. Updated budgets for Cleaner & Greener fleet replacement;
v. Updated budgets for the Diglis Realm improvements, based on received S106 

contributions;
vi. Guildhall access improvements relating to disabled access lifts and improved 

facilities for impaired hearing;
vii. Inclusion of the agreed Gheluvelt Park toilets improvement project £250k.

4.27 There are a few capital projects that are in the development stage and are not yet 
ready to come forward for approval.  Once the business case details are developed 
they will come forward as a Cabinet report at a future date.  

4.28 Given the economic climate and the lack of external capital financing, the strategy is 
to finance, through revenue budgets, reserves and external grants where possible, a 
sustainable capital programme of asset replacement to ensure adequate on-going 
service delivery.  Capital financing of £6.5m (33%) is identified from these sources 
towards the capital programme.

 
4.29 The Council also has to utilise capital receipts as a source of financing, particularly 

for expenditure that is more ‘one-off’ in nature, for example the replacement 
swimming pool and Perdiswell culvert.  Some £5.6m of capital receipts funding is 
required to deliver the capital programme which provides 28% of the funding source.

4.30 The strategy on future borrowing is to ensure that any borrowing is only undertaken 
on a business case basis, identified against a specific asset(s), and is affordable, with 
the loan paid off over the life of the asset.  Proposed borrowing of £7.8m is forecast 
to finance 39% of the capital programme, mainly for the replacement swimming pool 
and Cleaner & Greener fleet replacement.  It should be noted that the Council will 
always seek to identify other financing opportunities to finance the capital 
programme so that borrowing is only undertaken when it is absolutely required.  
Revenue costs associated with borrowing for these items are included in the MTFP.

5. Draft Budget and Council Tax 2016/17

5.1 The main headlines for the Draft Budget and Council Tax 2016/17 are as follows:
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i. A balanced budget and no new savings included in the ‘Mind the Gap’ 
programme for 2016/17; 

ii. Record capital programme investment of £11m in 2016/17; 
iii. Continued freeze on City Council car parking charges;
iv. Alignment of car park budget to include an extra £¼m of income, in line with 

current performance;
v. Removal of the Leisure and Sports tax payer subsidy budget of £0.3m 

following a successful outsourcing exercise;
vii. Reduction of £100k in the Cleaner and Greener savings target to protect high 

quality service standards and to focus on Worcester City only contracts for 
street cleansing and parks maintenance;

vi. Council Tax increases of 1.94% (average of £3.21 per week) to pay for the 
protection of Cleaner & Greener service standards;

vii. Growth in Business Rates income of £160k for 2016/17;

Council Tax 2016/17

5.2 Billing authorities are required to set a Council Tax Base annually between 1 
December and 31 January. The Council Tax Base information should be notified to 
our major precepting authorities (Worcestershire County Council, West Mercia Police 

Authority and Hereford and Worcester Fire and Rescue Authority), and our 
parishes, by 31 January 2016.

5.3 The Council Tax Base represents the estimated full year equivalent number of 
chargeable dwellings in an area expressed as the equivalent number of Band D 
dwellings, after allowing for discounts, exemptions, and expected movements for the 
year. Separate calculations are required for a) the whole of the Authority’s area and 
b) for the individual Parishes and the unparished areas of the City.

5.4 The Council Tax Base for 2016/17 has been calculated in accordance with the 
appropriate legislation and regulations as 30,643.  Details are set out in Appendix 5 
as follows:

i. Table 1 shows how the estimated total number of chargeable dwellings in 
each band is converted to a Band D equivalent figure which forms the initial 
stage for the calculation of the Tax Base.  It also reflects the impact of the 
Council Tax Support scheme across the various bands;

ii. Table 2 takes the equated Band D equivalent Tax Base for the whole area and 
analyses the total into each parish.  An allowance is then made for the non-
collection of Council Tax in year, which equates to 1.00% of band D 
equivalents income.

iii. Table 3 shows the Council Tax Base calculation, including the allowance for 
non-collection for Worcester City and both parishes.  This shows a Tax Base of 
24,556 for Worcester; 3,920 for Warndon Parish Council and 2,167 for St 
Peter’s Parish Council giving a total of 30,643, an increase of 620 Band D 
equivalents on last year. 

5.5 This Tax Base increase plus a modelled increase of 1.94% on 2015/16 price levels 
(to £168.45 per Band D equivalent property), provides an annual Council Tax income 
of £5,161,813.
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Treasury Management Strategy Statement 2016/17

5.6 The Treasury Management Strategy Statement is shown at Appendix 7.  It has 
been updated to reflect the forecast budget figures in the MTFP and Draft Budget 
2016/17.

New Homes Bonus (NHB) Grant

5.7 Cabinet’s strategy with NHB is to allocate c£0.7m of the annual grant to mainstream 
revenue budget funding to protect essential services and to ring fence the remaining 
NHB grant as investment funding to continue to improve the City as a place, in line 
with the theme priorities in the new Corporate Plan.

5.8 Based on the current dwellings information, the forecast NHB grants for 2016/17 is 
£2.371m.  For 2016/17, the proposal is to utilise some £0.79m for revenue budget 
funding and the remainder for Corporate Plan delivery investments.  These forecasts 
are based on the assumption that Government continue the NHB grant regime on 
the same basis as now for 2016/17. 

Corporate Plan Delivery 

5.9 The Cabinet will identify a number of new priority projects as part of delivering the 
Corporate Plan.  Further details on these will be included in the Budget update report 
to the January 2016 Cabinet meeting, when it is anticipated that the funding position 
on New Homes Bonus will have been clarified through the Local Government Finance 
Settlement, at least for 2016/17.  

6. Equalities, Financial, Health and Safety, HR, Legal, Policy, and Risk 
Management Implications 

6.1 Equalities – none directly arising from this report.  There are no new savings 
proposals included in the 2016/17 budget proposals. 

6.2 Financial – included in this report.

6.3 Health and Safety – none directly arising from this report.

6.4 HR – extra resources will be required to deliver some of the Corporate Plan delivery 
proposals and costs for these resources will be built into the relevant project 
budgets.  The existing ‘Mind the Gap’ project on Business Improvement – 
Transactional Review, will result in a small reduction in the overall headcount of the 
Council.  However, as the Council is currently holding a few vacant posts in relation 
to this project, it is anticipated that the number of staff redundancies will be 
minimised.

6.5 Legal – in line with the Budget and Policy Framework Procedure Rules in part 4 of 
the Constitution, consultation on the draft budget proposals should take place over a 
period of at least six weeks, prior to full Council approval of the budget in February 
2016.

The method used to calculate the Tax Base is prescribed by the Local Authorities 
(Calculation of Council Tax Base) Regulations 2012 (SI 2012/2914).  A billing 
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authority is required to set a Council Tax Base between 1st December 2015 and 31st  
January 2016 and this is approved by Cabinet.

6.6 Policy – the budget and Medium Term Financial Plan proposals provide resources for 
the Council’s service delivery priorities and Corporate Plan delivery priorities. 

6.7 Risk Management – as always with financial planning assumptions, there are risks 
associated with the accuracy and robustness of the forecasts, which become more 
difficult to predict as the period covered lengthens.  To mitigate against medium 
term planning uncertainty, the forecasts are updated on an annual basis.  However, 
risks on forecasting remain, as follows for both the Draft Budget 2016/17 and the 
medium term period to 2020/21: 

 Revenue Support Grant – the value of this government grant will not be known 
until the publication of the LGFS in December, and even then, this might not 
provide sufficient detail on the medium term funding position.  It is assumed that 
the probability and impact of a significantly reduced amount for 2016/17 is low.  
However, there is a risk that the RSG reduction to zero could occur one year 
earlier than forecast in the MTFP

 NHB Grant – again, the precise allocation of this government grant will not be 
known until the publication of the LGFS in December.  It is assumed that until 
consultation has taken place, that there will be no significant changes.  This 
should mean that the forecast for 2016/17 is reasonably robust, especially as 
only c£0.79m is committed and earmarked for base budget funding.  

 Localised Business Rates – there is volatility in the system on business rates 
as can be evidenced by the recent GP surgeries issue.  Prudent assumptions are 
made on growth, and government forecasts are that baseline funding nationally 
will increase by much more than Worcester City has included.  New monies are 
expected in 2020 as part of the 100% to local government transfer, but no 
income is forecast for this until the position is clearer particularly on the transfer 
of any new burdens associated with the extra income.

 Reserves and balances – likely to come under more intense scrutiny from 
government with pressure to utilise reserves to fund service delivery.  More 
details on earmarked reserves will be included in the budget update for the 
January 2016 Cabinet meeting.

 Pensions backfunding – no further increases are included above those already 
agreed with the actuary following the last triennial valuation.  This area will be 
kept under review with the actuary.

 Mind the Gap savings programme – delivery of c£1.7m of savings over the 
next 4-5 years brings an implementation risk, particularly on the larger savings 
items relating to the business improvement transactional review and Cleaner and 
Greener outsourcing.  Plans are in place to deliver these initiatives and these will 
be closely monitored by senior officers.

 Capacity to deliver – there are a number of significant projects to be delivered 
in the next couple of years in addition to maintaining quality service delivery.  
Senior management is currently reviewing the resource requirements needed 
both for service and project delivery, as well as transformation and change to 
becoming a smaller enabling Council as outlined in the Corporate Plan.
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7. Comments of Lesley Meagher, Corporate Director Resources

7.1 Cabinet has presented a balanced budget for 2016/17 and for the next two years of 
the Medium Term Financial Plan.  It should be noted that the balanced budget 
position is subject to confirmation in the Local Government Finance Settlement that 
the assumptions on Government Funding are robust, that the proposed changes to 
New Homes Bonus grant will not detrimentally impact on our ability to utilise some 
£0.7m p.a. to fund service delivery, and the current limit on Council Tax increases, 
set by Government of 1.94%, is not reduced.  

7.2 Setting a three year balanced budget provides time for Council Officers to work with 
Cabinet to plan for the longer term, which is to be welcomed as some of the 
announcements in the Chancellor’s ‘Spending Review and Autumn Statement’ will 
significantly change the way Local Government is funded in future, particularly on 
New Homes Bonus grants and Business Rates.  This could present opportunities as 
well as threats for the Council and the finer details will need to be scrutinised once 
the Local Government Finance Settlement is published.

7.3 Included within the draft budget papers are some £1.6m of savings proposals in the 
Council’s ‘Mind the Gap’ programme.  This Council has a good track record on 
delivering savings programmes and there is no reason to assume that it will not 
continue to do so in the future.  However, it should be noted that there are some 
challenging delivery targets in the programme, not least the Cleaner and Greener 
outsourcing project and the Business Improvement Transactional Review, which 
between them are targeted to delivers some £0.6m of savings.

7.4 There are a number of risks associated with the Draft Budget and Draft MTFP, and 
these are outlined in section 6 above.  These will be kept under review as the budget 
process is taken forward through consultation and the update process in January and 
February, prior to Full Council consideration and approval of the budget in February 
2016.

8. THE CABINET MEMBER FOR RESOURCES, COUNCILLOR CHRIS MITCHELL, 
RECOMMENDS:

 
8.1 Cabinet endorse the Draft Medium Term Financial Plan 2016-2021, and the 

proposed Draft Budget & Council Tax for 2016/17, including the financial 
management priorities and key assumptions for the short term and medium 
term planning horizon;

8.2 Cabinet approve, in accordance with the Local Authorities (Calculation of 
Tax Base) Regulations 1992, the Local Authorities (Calculation of Council 
Tax Base) (Amendment) (England) Regulations 2003 and the Local 
Authorities (Calculation of Council Tax Base) Regulations 2012, that the 
Council Tax Base calculation for the year 2016/17 will be 30,643 for 
Worcester City Council, including 3,920 for Warndon Parish Council and 
2,167 for St Peter’s Parish Council (as detailed in Appendix 5); and
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8.3 Cabinet note that the proposals will be updated for any agreed changes 
following budget consultation and consideration by Performance 
Management and Budget Scrutiny Committee, and for any significant 
changes following the publication of the Local Government Finance 
Settlement.  Formal adoption of the MTFP and the Budget & Council Tax 
2016/17, will be recommended to Full Council for approval in February 
2016.

Ward(s): All
Contact Officer: Lesley Meagher – Tel 01905 722595, email: 

lesley.meagher@worcester.gov.uk
Background Papers: None


