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Report to: Cabinet, 19th January 2016

Report of: Cabinet Member for Resources

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

1. Purpose of Report 

1.1 To update the ‘Draft Budget & Council Tax 2016/17’ and the ‘Medium Term Financial 
Plan 2016-2021’ in the following areas:
 
 The Local Government Finance Settlement 2016/17 and its impact on the draft 

budget;
 The Local Government Finance Settlement four year offer and its impact on the 

Medium Term Financial Plan (MTFP);
 The proposed Pay Policy Statement 2016/17, and;
 The proposed detailed Fees & Charges 2016/17.

1.2 For Cabinet to note this update, the details of which are available for consultation 
and as part of this will be passed to Performance and Budget Scrutiny Committee for 
consideration.

2. Background

2.1 The ‘Draft Medium Term Financial Plan 2016-2021’ and the ‘Draft Budget 2016/17’ 
were presented to Cabinet in December 2015 and are currently out for consultation.  
As part of the ‘Draft Budget 2016/17’ further details are provided on the proposed 
Pay Policy Statement and the proposed Fees & Charges schedule.  Feedback from 
consultation and from the Performance Management & Budget Scrutiny Committee 
process will be considered prior to finalisation of the budget papers for Cabinet in 
February 2016.

 
2.2 Since presentation of the Draft Budget in December, Local Authorities have received 

formal notification of the provisional Local Government Finance Settlement for 
2016/17.  The settlement includes a four year offer.

2.3 Following consultation, all strands of the Draft Budget & Council Tax and the Medium 
Term Financial Plan will be consolidated into one document for consideration by 
Cabinet, prior to recommending Full Council approval in February 2016.

3. The Provisional Local Government Finance Settlement (LGFS) 2016/17 to 
2019/20

3.1 The provisional LGFS was published on 17th December 2015.  The LGFS is out to 
consultation with a closing date of 15th January 2015.

Main Headlines

3.2 The overview headlines from the settlement proposals are as follows:
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i. The settlement is for 2016/17, but in addition there is an offer of a four year 
funding settlement to 2019/20, in return for publishing an efficiency plan;

ii. The settlement provides baseline funding for Revenue Support Grant (RSG) 
and Business Rates income (including tariffs/top-ups, safety nets and 
government levies).  These details are known as the Settlement Funding 
Assessment (SFA).  The methodology for calculating and sharing out the SFA 
is complex.  It is based on Government control totals for different sets of 
service provision compared to the core funding resources available to local 
authorities, which takes into account RSG, Business Rates and Council Tax;

iii. In addition, the settlement provides details of the core spending power for 
local authorities.  Core spending power is a forecast of income that could be 
available to local authorities, it is a larger figure than the SFA as it also 
includes indicative totals for Council Tax (including the new 2% flexibility on 
adult social care), New Homes Bonus and the Rural Services Delivery Grant;

iv. The main grant (RSG) will be phased out over the life of this Parliament, 
although not on a straight line basis as assumed, but with differential phasing 
depending on Government’s assessment of an authority’s level of core 
resources funding;

v. Additional responsibilities will be devolved to local government.  For example, 
the Government is considering transferring the responsibility for funding the 
administration of housing benefit for pensioners and as part of the 
consultation, options for funding public health;

vi. There is commitment to Local Government retaining 100% of business rates 
by the end of Parliament, with an intention to extensively engage with councils 
on this until a consultation on the scheme proposals in the summer of 2016;

vii. The Uniform Business Rate will be abolished and powers will be given to local 
authorities to cut business rates to boost growth, and as part of the devolution 
revolution, additional powers for authorities with locally elected mayors to levy 
a business rates premium for local infrastructure, with the support of local 
business;

viii. Confirmation that the existing Council Tax increase threshold of 2% remains 
and an additional 2% flexibility to be used entirely for adult social care.  In 
addition some £1.5bn to be provided by 2019/20 into an Improved Better 
Care Fund for social care;

ix. New Homes Bonus grants remain in place as previously notified for 2016/17 
and for payments due from previous years in 2016/17.  Thereafter, reform is 
proposed with a separate consultation ‘Sharpening the Incentive’ published, 
which aims to incentivise communities for additional homes and reduce the 
length of payments for each award from 6 to 4 years.  The consultation 
closing date is 10th March 2016.
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Financial Implications (England)

3.3 The national position on SFA for local authorities in England is shown at Appendix 1.  
Compared to a baseline of £21.250 billion in 2015/16, this shows a proposed 
reduction in SFA of £2.65 billion in 2016/17, rising to a reduction of £6.5 billion by 
2019/20.  The removal of the main RSG grant over the 4 year period is the main 
reason for the reductions, as outlined in the Spending Review.  The SFA does not 
include any funding from the 100% business rates retention scheme as the details on 
this will be subject to consultation during the summer of 2016.

3.4 There is also a new adjustment included in the SFA, ‘Tariff/Top-Up Adjustment’ which 
removes funding of £2 million from the SFA in 2017/18 rising to a reduction of £153 
million by 2019/20.  This occurs because some councils whose RSG has reduced to 
zero in later years are deemed to be over-resourced on their core funding resources, 
compared to control total funding assessments, and therefore have to contribute 
funding from other sources to the Government in order for it to meet the overall 
reductions to local government funding set in the Spending Review.  For simplicity, 
this is termed ‘negative RSG subsidy’.

3.5 The national position on Core Spending Power (CSP) is shown at Appendix 2.  This 
shows that the CSP for local government is £44.5 billion in 2015/16 and is forecast 
to be £44.3 billion by 2019/20, so less than a 1% reduction overall.  

3.6 It should be noted that the CSP assumes annual average Council Tax dwellings 
growth, inflationary Council Tax increases each year (including the £5 maximum 
increase for lower quartile authorities) and full utilisation of the 2% flexibility each 
year to support adult social care.  In addition there are reductions to New Homes 
Bonus and increases to the Better Care Fund and Rural Services Delivery Grant.

Financial Implications (Worcester City Council)

3.7 The position on SFA for Worcester City Council is shown at Appendix 3.  The SFA 
shows a reduction in RSG to zero by 2019/20 which is a year earlier than assumed in 
the MTFP.  This earlier reduction was identified as a risk item in the December 
Cabinet paper.  The financial implications are shown in the table below:

 
Draft 

Budget Draft Medium Term Financial Forecast
 2016/17 2017/18 2018/19 2019/20 2020/21

 £000 £000 £000 £000 £000 
RSG (in MTFP) 1,480 1,110 740 370 0
RSG Settlement 1,213 653 306 0 0
Shortfall (267) (457) (434) (370) 0

3.8 The baseline funding level for Business Rates is very similar to the figures included in 
the MTFP, with a small shortfall of c£30-50k p.a. for the first three years of the plan.  
It should be noted that in year 4 (2019/20), Worcester City Council is deemed to be 
in a ‘negative RSG subsidy’ position of £80k, based on Government assumptions on 
growth in council tax yield relative to our funding assessment.



4

3.9 Comparisons on RSG reductions compared to 2015/16 and the ‘negative RSG 
subsidy’ position have been undertaken across Worcestershire and are shown in the 
table below:

RSG - £000’s 2015/16 2016/17 2017/18 2018/19 2019/20
Bromsgrove 1,229 564 (54%) -16 (N/A) -358 (N/A) -740 (N/A)
Malvern Hills 1,303 779 (40%) 361 (32%) 104 (20%) -183 (N/A)
Redditch 1,578 901 (43%) 363 (34%) 35 (21%) -331 (N/A)
Worcester City 1,856 1,213 (35%) 653 (30%) 306 (19%) -82 (N/A)
Wychavon 1,870 1,141 (39%) 567 (31%) 211 (19%) -186 (N/A)
Wyre Forest 2,019 1,179 (42%) 510 (33%) 101 (20%) -357 (N/A)
County Council 54,358 36,347 (33%) 19,897 (30%) 9,436 (19%) -757 (N/A)

3.10 It is assumed that the ‘negative RSG’ will be clawed back through adjustments to the 
Business Rates Tariff/Top-Up funding baseline.

3.11 The settlement also notifies authorities that the Council Tax Freeze Grant awarded to 
Councils in 2015/16 will be rolled into the RSG baseline from 2016/17.  This means 
that this grant is now double counted in the MTFP and it will therefore be removed, 
and because of the RSG reductions, it will effectively be reduced to zero by 2019/20.  
The impact is a reduction in funding of £45k in 2016/17 falling to a reduction of £19k 
funding in 2019/20.

3.12 The Core Spending Power (CSP) for Worcester City is shown at Appendix 4.  This 
shows that the CSP for Worcester City is £11m in 2015/16 and is forecast to be 
£9.7m by 2019/20 a reduction of £1.3m (12%) over the 4 year period.  The New 
Homes Bonus details are confusing and more work is required in this area.  The City 
Council’s assessment is that the figure of £2.4m shown for 2017/18 is c£0.3m too 
high, the values shown thereafter are similar to our own estimates.

 
New Homes Bonus

3.13 Confirmation has been received that the Government will continue with the 
previously notified 2016/17 grant and the previous awards that are payable for 
2016/17.  For Worcester City Council this continues the total grant of £1.766m paid 
in 2015/16 and adds a further £611k in 2016/17, providing £2.377m in total for 
2016/17.

3.14 As stated above, the Government are consulting separately on reforms to the New 
Homes Bonus (NHB) funding arrangements from 2017/18 onwards.  There are no 
proposals in the consultation to change the split of NHB allocations in two-tier areas 
which are currently 80% to lower tier authorities and 20% to upper tier authorities. 

3.15 The consultation is focused on two key aims:

i. to reduce the overall costs of the grant by moving to a 4 year payment period 
from a 6 year payment period, and;

ii. to better incentivise housing growth, recognising that there’s a defined funding 
envelope available, regardless of any surge in housing growth.
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3.16 As part of implementing aim i above, there is a proposal to include a transition year 
in 2017/18 with a 5 year award that year, before moving to a 4 year award in 
2018/19 onwards.  This is worth £369k to Worcester City, and at this stage it is 
assumed that this will be supported as part of the consultation response.

 
3.17 In consideration of aim ii above, there are proposals to reduce NHB where there is 

no local plan, where homes have been allowed on appeal or where an element of the 
housing growth would have occurred anyway.

4. Changes to the Draft Budget and MTFP as a result of the provisional 
settlement

4.1 The financial impact is shown in detail at Appendix 5.  In summary the impact is as 
follows:

 RSG reduces to zero over a 3 year period rather than over 4 years, which 
provides a funding shortfall of £267k in 2016/17 and c£300k-£400k p.a. for the 
next 3 years of the MTFP.  The Council will receive c£1.5m less RSG over the 4 
years than previously assumed.

 Business Rates baseline income reduces by £47k in 2016/17 and a further 
c£150k over the next 3 years.

 The 2015/16 Council Tax Freeze Grant is removed which reduces income by £45k 
in 2015/16 and a further c£100k over the next 4 years.

 The impact of these changes to the bottom line of the Council’s budget is as 
follows:

Year Published Budget 
Shortfall

Revised Budget 
Shortfall

Increase

2016/17 £0 £359k £359k
2017/18 £0 £507k £507k
2018/19 £0 £491k £491k
2019/20 £627k £1.100m £473k
2020/21 £1.407m £1.426m £19k

4.2 The proposed changes to the New Homes Bonus allocations from 6 years to 4 years, 
and the inclusion of the 5th year transition payment in 2017/18 revises the forecast 
totals for Worcester City Council as follows:

Year Assumed prior to 
LGFS 

Assumed after 
LGFS

Reduction

2016/17 £2.377m £2.377m 0
2017/18 £2.320m £2.051m £269k
2018/19 £2.350m £1.546m £804k
2019/20 £2.280m £1.561m £719k
2020/21 £1.845m £1.260m £585k
Total £11.172m £8.755m £2.377m
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4.3 Following the publication of the provisional LGFS, the priority is to still deliver a 
balanced budget for the next 3 years.  To achieve this the proposal is to utilise some 
of the remaining NHB grant to fully bridge the gap for 2016/17, and then NHB grant 
as required to bridge the gap in 2017/18 and 2018/19.  This allows time for Cabinet 
and Officers to identify further expenditure savings, income generation or service 
changes to help balance the budget from 2017/18 onwards. 

5. Pay Policy Statement 2016/17 

5.1 Section 38 (1) of the Localism Act requires English and Welsh local authorities to 
produce a Pay Policy Statement and for this to be adopted by Full Council each year.  
The Pay Policy Statement is required in order to clarify the Council’s current pay 
position.  It does not alter or amend any current Terms and Conditions of 
Employment.  The annual requirement to produce a Pay Policy Statement was 
introduced for the 2012/13 financial year.

5.2 Worcester City Council’s draft Pay Policy Statement for 2016/17 is shown at 
Appendix 6.  The only changes compared to last year relate to tidying up the 
number of senior posts and spot salary details, and updating the text to reflect the 
latest position on the national pay awards, job evaluation and the Living Wage. 

6. Fees and Charges 2016/17

6.1 The proposed detailed Fees and Charges 2016/17 are shown at Appendix 7.  The 
proposed Fees and Charges for 2016/17 are at the same level as those published for 
2015/16, with the exception of the following:

 
6.2 A number of Fees and Charges have been increased in line with the published ‘Mind 

the Gap - Savings Plan’ for 2016/17, as follows:

 Bereavement fees and charges – average increases of c2%-2.5%
 Garden Waste fees - increase of 3.8%
 City Life Lettings - increase of 2%

6.3 The Fees and Charges for Licencing include the new fees arising from the 
Deregulation Act 2015, in respect of private hire operator licences, as approved by 
Full Council in September 2015, and the recommended fees from Licencing and 
Environmental Health Committee as recommended in December 2015.

6.4 A number of Fees and Charges have been increased in line with inflation, as follows:

 Sport and Leisure fees (n.b. swimming will now be free for the over 75s)
 Bulky Waste
 Trade Waste (exempt item - Appendix 8)
 HMO Mandatory Licencing

6.5 A number of Fees and Charges have been amended to reflect full cost recovery 
changes or market analysis of prices, as follows:

 Leisure centres fitness classes
 Commandery meeting room hire
 Museum talks and tours
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 Animal licence renewal
 Archaeology fees

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

7.1 Equalities, Health and Safety, HR, Legal, Policy: None directly arising from this 
report.

7.2 Financial: Included within this report.

7.3 Risk: the Local Government Finance Settlement (LGFS) is provisional and subject to 
consultation so there is a risk that some of the proposals could change, which may 
alter the financial assumptions and figures included in the draft budget and MTFP.   
The LGFS as published provides additional risks as follows: 

 Revenue Support Grant/Business Rates Baseline – the introduction of 
‘negative RSG subsidy’ into the settlement adds a risk of further income 
reductions for the Council in 2020/21 onwards.  The table above at paragraph 3.9 
shows Bromsgrove District Council’s ‘negative RSG subsidy’ increasing from £16k 
to £740k over 3 years.  The Council’s ‘negative RSG subsidy’ is £82k in 2019/20, 
the final year of the settlement.

 NHB Grant – reform of NHB grant is proposed.  The revised draft budget and 
MTFP assumes that the grant allocations are reduced to a 5 year award in the 
transition year of 2017/18 and to a 4 year award thereafter.  If the transition 
payment is not agreed the Council could lose some £369k NHB income.  NHB 
reform is subject to consultation so at this stage there is no certainty on the 
outcome.

 Mind the Gap savings programme –increases to Fees and Charges are 
deemed to be low risk as they largely reflect an inflationary increase. 

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

8.1 That Cabinet note this update report on the Draft Budget and Council Tax 
2016/17 and the Medium Term Financial Plan (MTFP), the details of which 
are available for consultation and as part of this will be passed to 
Performance Management and Budget Scrutiny Committee for consideration.

Ward(s): All
Contact Officer: Mark Baldwin, Finance Services Manager, telephone 01905 

722007
Background Papers: None


