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Report to: Cabinet, 13th December 2016 
 

Report of: Councillor Joy Squires,  Cabinet Member for Performance and 
Resources  

 

 

Subject: DRAFT MEDIUM TERM FINANCIAL PLAN 2017-2022 AND DRAFT 
BUDGET & COUNCIL TAX 2017/18 

 
1. Recommendations 

 
1.1 Cabinet refer the Draft Medium Term Financial Plan 2017-2022, and the 

proposed Draft Budget & Council Tax for 2017/18, including the financial 

management priorities and key assumptions for the short term and medium 
term planning horizon to the Performance Management and Budget Scrutiny 

Committee for consideration at their meetings on 16th and 23 January 2017 
(if required) and feedback to Cabinet on 14th February 2017; 

1.2 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 2017/18 will be 31,141 for 
Worcester City Council, including 3,934 for Warndon Parish Council and 

2,175 for St Peter’s Parish Council (as detailed in Appendix 5); 

1.3 Cabinet note that, other than a change to minimum revenue provision (see 

(iii) below), there have been no changes to the medium-term Treasury 
Management Policy, Treasury Management Procedure Notes, Treasury 
Management Disaster Recovery Plan or the operational Treasury 

Management  Practices and recommend to Council that:- 

(i) The Treasury Management Strategy at Appendix 5 be approved  

including the prudential indicators set out in 5.5 of the Strategy; 
 

(ii)   The borrowing limit be approved at:-  
 
 
 
 
 
 
 
 
 
 
 
 

 Capital Financing 
Requirement 

Operational 
Borrowing 

Boundary (not 
expected to be 

exceeded) 

Authorised Limit 
(prohibited to 

exceed) 

2017/18  £11.9m £17.8m £23.7m 

2018/19 £11.6m £17.3m £23.1m 

2019/20 £11.3m £16.9m £22.6m 

2020/21 £11.2m £16.8m £22.4m 

2021/22 £11.9m £17.9m £23.9m 
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(iii) The Minimum Revenue Provision statement be approved as 
follows:- 

a) For capital expenditure incurred before 1 April 2008 the MRP 
policy will be a straight line repayment starting from 2016/17 of 
£114,060 which will repay the borrowing in 2047/48; 

b) From 1 April 2008 for all supported and unsupported borrowing 
the MRP policy will be based on the estimated life of the assets, in 

accordance with the regulations and with effect from 2016/17 
the method of repayment will be through an annuity calculation 
(providing a consistent overall annual borrowing charge). 

 
(iv) Cabinet to request Performance Management and Budget Scrutiny 
Committee to review the Council’s counter-party list to enable more 

flexibility when placing monies in the market;  
 

1.4 Cabinet note that the proposals will be updated for any agreed changes 
following budget consultation and consideration by Performance 
Management and Budget Scrutiny Committee (PMBS), and for any 

significant changes following the publication of the Local Government 
Finance Settlement.  Formal adoption of the MTFP and the Budget & Council 

Tax 2017/18, will be recommended to Full Council for approval on 21st 
February 2017; and 

1.5 Cabinet invite all political groups and/or individual members to notify the 

Interim Corporate Director of Resources no later than 31 December 2016 of 
any other savings opportunities they wish officers to explore and request 

the Corporate Director to include such savings plans in the reports for 
consideration by PMBS at their January meetings. 
 

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 a regular 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) 2017-2022, 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 2017-2022; 

Appendix 2 – transformation and efficiency plan 2017-2022; 
Appendix 3 - draft Capital Programme and Capital Financing 2017-2022; 
 

2.4 Details on the Draft Budget & Council Tax 2017/18 are outlined in section 5 of this 
report, and in a number of appendices as listed below: 

Appendix 1 - summary Draft Budget 2017/18; 
Appendix 4 - proposed Council Tax Base 2017/18; 
Appendix 5 - Treasury Management Strategy Statement 2017/18; 
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2.5 The MTFP and the Draft Budget & Council Tax 2017/18 will be updated for Cabinet 

on 17th January meeting with the following: 

 the Local Government Finance Settlement; 
 Pay Policy Statement 2017/18; 

 detailed Fees & Charges 2017/18; 
 proposed utilisation of Earmarked Reserves; 

 New Homes Bonus summary and any further allocations. 
 
3. Spending Review and Autumn Statement 2016 – Key Headlines 

 
3.1 There was very little detail within the Autumn Statement announced on 23rd 

November 2016 concerning Local Government Finance.   

3.2 A reassuring message, compared with previous statements, was that the 

Government would not pursue new savings and that departmental spending plans 
remained almost entirely intact.  This provides some confidence that the City Council 
is planning against the same control totals. 

3.3 The Chancellor has removed the target of achieving a budget surplus by 2020 and 
this provided some headroom for new investment including infrastructure in 

transport, housing and research and development.  Detailed projects will be 
announced in due course but the headlines include:- 

i. £1.1 billion to reduce congestion and upgrade local roads and public transport.  

ii. £2.3 billion for a new Housing Infrastructure Fund for projects such as roads and 
water connections that will support the construction of up to 100,000 new homes.  

iii. £1.4 billion to provide 40,000 new affordable homes, including some for shared 
ownership and some for affordable rent.  

iv. £1.7 billion to speed up the construction of new homes on public sector land.  

v. £1 billion to invest in full-fibre broadband and trialling 5G networks 

3.4 There was no additional information on the reform of New Homes Bonus grant or full 

retention of business rates from 2020.  For New Homes Bonus grant there has been 
consultation on reducing the length of payments from six years to four years.  It is 
expected that this will be announced as part of the Local Government Finance 

Settlement later this month as it will impact from 2017/18.  The timing of additional 
information on business rate retention from 2020 is unknown but there may be 

further information in the Settlement. 

4. Medium Term Financial Plan 2017-2022 
 

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 through a combination of traditional savings alongside the introduction of 

a transformation and efficiency plan to help the Council deliver its on-going 
savings targets and service requirements in support of the City Plan  
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ii. further investment to deliver the agreed cross-party City Plan objectives 
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£1.4m (in line with 

previous forecasts) to meet risks in future funding levels; 
v. continuous improvement in value for money and customer focus, working with 

staff and our partners  to deliver the best possible outcomes. 
 

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. It is 
proposed therefore that once adopted the MTFF becomes a “live document”  

reviewed and updated on a continual 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 2017-2022 are detailed below and 

summarised in tabular form:- 

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

ii. No price increases to car parking charges; 
iii. Business Rates growth of £50k in 2017/18, 2019/20 and 2021/22 
iv. Business rates inflationary increases of 2.0% in 2017 to 2019 reducing to 1.5% 

thereafter 
v. Continued inclusion of a proportion of NHB grant allocation each year to support 

service delivery; 
vi. Council Tax model increases of £5.00 p.a. at Band D; 
vii. Reduction of interest rates forecast in 2017/18 from 1% to 0.5% reflecting the 

reduction in base rate with the rate gradually increasing to 1.1% by 2021/22. 
viii. Revenue Support Grant reduces to zero by 2019/20; 

ix. Pension forward funding rate increases to 15.1% from 2017/18 for 2017to 2020 
with an additional provision of 1% p.a. from 2020 to 2022.   

x. Pension back-funding deficit contributions based on the latest actuarial valuation 

2017to 20 and the addition of £0.110m per annum 2020 to 2022. 
xi. Overall pay bill increases of 2% p.a. reducing to 1.75% p.a. in 2019/20 and 1.5% 

in 2020/21 including maintaining the Living Wage for Council staff 
xii. Selective prices inflation to reflect contractual commitments and price risk areas; 
xiii. Continuation of the ‘MTFP Savings Plan’, with some phasing amendments and 

new transformation and efficiency plan savings which are aimed at not adversely 
affecting service delivery. 

Financial Assumptions 2017/18 2018/19 2019/20 2020/21 2021/22 
Council Tax Base 31,141 31,452 31,767 32,085 32,405 
CT Base increase % 1.6% 1% 1% 1% 1% 
Council Tax increase £5 £5 £5 £5 £5 
Business Rates inflation 2.0% 2.0% 1.5% 1.5% 1.5% 
Interest rates (earned) 0.5% 0.6% 0.7% 0.9% 1.1% 
Pay cost inflation 2% 2% 1.75% 1.5% 1.5% 
Non-pay inflation 
(average/selected items) 

1.8% 2.3% 2.3% 2.3% 2.3% 

Government Funding 

4.4 Government funding is currently awarded in three streams:- 
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i. Revenue Support Grant (RSG)  
ii. Localised Business Rates (BR) 

iii. New Homes Bonus (NHB) 

4.5 The latest figures from the Government announced as part of the Final Settlement 
for 2016/17 are that our current RSG of £1.213m will reduce to £0.666m in 

2017/18, £0.306m in 2018/19 and will reduce to zero in 2019/20.  These figures 
may be subject to amendment as part of the Local Government Finance Settlement 

due later this month. 

4.6 From April 2013 local authorities retained a share of localised business rates for their 
area. The Government annually set a baseline which it expects the Council to 

achieve.  For 2016/17 this amounted to £2.393m. 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.  The Pool 
has established a risk reserve utilising 50% of levy payments, the other 50% of the 
levy is split 20% County and 30% Districts. As at 1st September 2016 the Pool held 

£0.659m in the risk reserve, this will grow as future year levy payments are received 
and it is intended that it accumulate up to £2m.  At this moment there would be 

insufficient resources to deal with a GP surgeries scale of appeal. 

4.7 The Business Rate baseline is expected to grow in line with inflation assumptions. 
The 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 and this resulted in a deficit that was covered by an Earmarked Reserve set 

up to cover business rate risk. The current forecast in the MTFF is that business rate 
income will grow.  Business rate income of £2.650m is estimated for 2017/18, 
growing to £2.722m in 2018/19, £2.770m in 2019/20, £2.818m in 2020/21 and 

£2.919m in 2021/22. 

4.8 One of the consequences of business rate growth is that the Council could be in a 

position to forecast a surplus. The current forecast for 2016/17 is that there could be 
a £0.820m business rate surplus.  The position is subject to change over the 
remainder of the year for issues such as appeals.  The memory of the impact of the 

GP surgeries in 2014/15 is still fresh and there is an on-going risk relating to NHS 
Trusts.  However, at this moment the forecast is positive and, if it does not change, 

the surplus will be declared to the Government on a statutory return on 30th January 
2017 and is shared 50% to the Government (£0.410m), 40% to the City Council 
(£0.328m), 9% to the County (£0.074m) and 1% to Fire (£0.008m)   As a key 

principle it is proposed that if a surplus is declared that the City Council share be set 
aside to replenish the business rate reserve used in 2016/17.  The reserve will have 

the purpose of covering the risk of business rate levy costs or other business rate 
fluctuations not covered by the Worcestershire Business Rate Pool and will assist the 
Council in managing any future year adverse business rate variances.  

4.9 The Government proposal for local authorities to retain 100% of the proceeds of 
local business rates by 2020 is progressing and pilots are in place in Greater 

Manchester and  Cambridge.  Local Authorities in these areas can keep 100% of 
business rate growth (and losses) compared with 50% in the current scheme and 
have taken on some of the Government responsibilities/funding relating to using 

business rates to boost enterprise and economic activity.  The proposal is for this to 
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be rolled out to all local authorities by 2020 but until further details are provided no 
financial changes are included in the MTFF. 

4.10 Worcester City Council received New Homes Bonus (NHB) in the current year of 
£2.377m.  As part of the Council Tax Base calculations, the forecast for NHB grant 
for the 2017/18 year is £0.665m per annum, the highest NHB the City has received. 

However as referred to earlier it is anticipated that the number of years which local 
authorities will receive NHB will reduce from six to four and in total £1.997m is 

forecast in 2017/18 based on this assumption. There was a possibility in the 
Government consultation of a transitional year in 2017/18 where five years NHB is 
received and if this is implemented the Council will receive an additional £0.369m 

but has not been built in at this stage. 

4.11 NHB grant has been split between funding the MTFF and for investment projects. The 

MTFP has been prepared on the basis of maintaining at least £1m per annum  for 
investment projects. 

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 2017/18, and high level 
forecasts for the four years thereafter, as follows: 

 2017/18 2018/19 2019/20 2020/21 2021/22 

Council Tax Base (dwellings) 
– 2016/17 

30,643     

CT Base increase % 1.6% 1% 1% 1% 1% 

CT Base increase (cum) 498 809 1,124 1,442 1,762 

Council Tax Base (dwellings) 
– forecast 

31,141 31,452 31767 32,085 32,405 

CT Base (dwellings) income 

increase p.a. (cum) 
£0.087m £0.143m £0.202m £0.264m £0.323m 

 

4.13 It is assumed that the Government will set the Council Tax referendum threshold at 

£5 Band D equivalent throughout the life of the MTFF.  In the event this is not 
adopted it will require additional savings of some £150,000 pa for each year below 
the £5 assumed level. 

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

 2017/18 2018/19 2019/20 2020/21 2021/22 

CT baseline income 2016/17 £5.217m £5.217m £5.217m £5.217m £5.217m 

CT increases modeled  £5 £5 £5 £5 £5 

 

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

£0.153m £0.309m £0.466m £0.625m £0.785m 

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

£0.087m £0.143m £0.202m £0.264m £0.323m 

CT baseline income estimate 
p.a.  

£5.457m £5.669m £5.885m £6.106m £6.325m 
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4.15 The Council Tax income in the MTFF for 2017/18 includes £0.099m estimated Council 
tax surplus due to be declared on 15th January 2017 in addition to £5.457m in the 

above table resulting in a total income of £5.556m in that year. 

Pay and Prices 
 

4.16 In addition to estimates for annual pay bill increases of 2% p.a. reducing to 1.75% 
p.a. in 2019/20 and 1.5% in 2020/21 including maintaining the Living Wage for 

Council staff. 

4.17 Provision has also been made to meet on-going additional payments to the pension 
fund based on the 2016 provisional Actuary review of 15.1% for 2017 to 2020 and 

providing an additional 1% p.a 2020 to 2022.   

4.18 The actuarial valuation has also confirmed the funding required to meet the back 

funding deficit within the pension fund for 2017 to 2020 and this has been built into 
the estimates.  A further £0.110m per annum has been provided for 2020 to 2022.  

4.19 Prices inflation is included at various rates on specific expenditure items, averaging  
£1.8% (£0.148m) in 2017/18  and 2.3% (£0.180m) thereafter.   

 

Transformation and Efficiency Plan 
 

4.20 As part of the latest MTFF review in October it has been necessary to find £2m 
additional efficiencies to secure a balanced budget for the next three years.   In 
addition, a further £0.2m of savings have been identified to manage the reduced 

new homes bonus due to the number of years it is received for reducing from six to 
four years.  In total £2.2m of savings have been identified through a Transformation 

and Efficiency Plan.   A summary of the efficiencies is provided below:- 

£’000 2017/18 2018/19 2019/20 Total 

          

Pensions -68 -106 -108 -282 

Technical Savings -268 -77 -41 -386 

Additional Cost Pressures 162 5 -42 125 

Business Improvement -102 -25 -25 -152 

Transformation and  Income Generation -426 -557 -523 -1,505 

          

Total transformation and efficiencies -702 -760 -739 -2200 

 
 

4.21 Appendix 2 provides a supporting paper for the individual savings/income including 
assurance risk on the achievability of each proposal and the impact on the service 
and employees. 

4.22 The proposed transformation plans will, if approved, result in a reduction in the 
headcount of staff currently employed by the City Council. It will also require a 

change in the skill sets of staff to ensure they are able to support new ways of 
working including the use of modern technology to deliver the City Plan and services 
to the residents of Worcester City. 
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4.23 Staff are our most important resource since it is only with and through them that the 
Council can implement the changes needed to deliver the transformation programme 

successfully. The Leader of the Council has expressed a desire to work with staff and 
unions to minimise and if possible avoid the need for compulsory redundancies 
throughout this transformation process.     

4.24 As such therefore it is proposed to work with staff and, where support is identified, 
develop together a comprehensive training and development programme to ensure 

everyone at all levels have the opportunity to refresh and develop their 
competencies to help them deliver the future needs of the business as it moves 
forward. 

4.25 The Council is actively committed to using vacancy management as a cost effective 
way of delivering any reduction in headcount resulting from the transformation 

programme along with any opportunities arising from existing and future turnover 
levels. The Council is also committed to reviewing the levels of external consultants 

and agency staff but throughout this process the aim will be around working smarter 
rather than asking remaining staff to work harder to cover for the resultant 
vacancies. 

4.26 The Council is also committed to considering any proposals which come from staff 
and unions that reduce the impact on headcount reductions providing such proposals 

deliver the service outcomes and savings targets required to meet the MTFF. Indeed 
staff suggestions received to date have already included for example working a 35 
hour week; buying additional leave; and working a 4 day week.    

4.27 It is acknowledged however that despite these commitments there is the likelihood 
that not all existing staff will be able to be accommodated within the transformed 

Council or they may not feel comfortable with the new skill requirements and as such 
may wish to explore other options. 

4.28 Therefore it is proposed to introduce a voluntary severance package but with strict 

criteria to ensure there is no additional burden placed on Council taxpayers as a 
consequence of these proposals 

4.29 The proposed criteria is therefore that any voluntary severance proposals would have 
to result in a post being permanently deleted from the establishment; be approved 
by the manager(s)  as part of the transformation programme; and the cost of 

severance  (including any strain on the pension fund) should not exceed 2.4 times 
the salary cost or any statutory imposed limits (with the overhead element of the 

budget being permanently transferred to corporately finance the severance cost 
thereby preventing any additional cost falling on Council tax payers.    

4.30 Any severance payment would be in line with the Council’s existing approved 

severance limit. For the avoidance of doubt it is proposed when the voluntary 
severance package is applied as part of a whole section transformation the  

multiplier can be applied across the whole of that section as opposed to an individual 
by individual basis. 

4.31 The voluntary severance package (provided falling within the 2.4 multiplier or any 

statutory limit whichever the lower) would also include a package of professional 
support for retraining or early retirement planning. Such packages would be tailored 
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to support the individual employee future plans if leaving the Council under voluntary 
severance.    

4.32 It is anticipated that adoption of these proposals would avoid the need for 
compulsory redundancies. 

4.33 Members will be aware that the Council has already earmarked reserves for income 

generation, corporate priorities and change/service improvements of which £0.5m 
has been made available to support income generation initiatives and a further 

£1.3m is earmarked to support delivery of the transformation and efficiency plan. 

General Fund 
 

4.34 The estimated level of the general fund balance in each financial year is c£1.4m 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. 

4.35 The target level of balances of c£1.4m is still felt to be sufficient to cover the existing 
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. At that stage it would be 
appropriate to review the minimum level of Council balances as more details emerge 

from the Government on the move towards full retention of business rates. 

MTFP Summary Financial Headlines 

 
4.36 In summary, the medium term revenue forecasts deliver a balanced budget for three 

years as summarised below:- 

 

Revenue Budget Forecasts 

Year 1 

2017/18 

£m 

Year 2 

2018/19 

£m 

Year 3 

2019/20 

£m 

Net Budget Requirement – baseline £9.8m £9.9m £9.5m 

Pay, pensions and prices increases £0.5m £0.4m £0.4m 

Cost pressures/Income generation £0.5m £0.0m £0.0m 

Existing MTFF Savings (£0.2m) (£0.2m) (£0.1m) 

Transformation and Efficiency Plan * (£0.7m) (£0.6m) (£0.6m) 

Forecast Net Budget Requirement p.a. £9.9m £9.5m £9.2m 

Revenue Support Grant £0.6m £0.3m £0.0m 

New Homes Bonus £1.0m £0.7m £0.5m 

Council Tax £5.6m £5.7m £5.9m 

Business Rates £2.7m £2.7m £2.8m 

Utilisation of Earmarked Reserves £0.0m £0.0m £0.0m 

Sources of Finance p.a. £9.9m £9.4m £9.2m 

    

Utilisation of General Fund balances (£35k) £7k £28k 

    

Budget Shortfall p.a.  £0m £0m £0m 

*£0.1m transformation and efficiency plan savings per annum relate to pensions and are 

included in the pay, pensions and price increases line. 
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4.37 There is still work to do in the outlying years of 2020/21 and 2021/22 where there is 
a forecast deficit of £0.146m and £0.372m respectively. However, by providing three 

years of stability to the Council and through careful monitoring of delivery of the 
transformation and efficiency plan and as income generation initiatives emerge and 
are implemented it is anticipated the later years funding gap can be reduced or 

closed.   

4.38 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. 

Capital Programme 
 

4.39 The proposed capital programme for the period 2016-2022 totals £20.4m and is 
provided at Appendix 3. The majority of the capital programme is in 2016/17 which 
totals £13.8m and includes the new swimming pool project.  In 2017/18 and future 

years the capital programme scales back considerably ranging from £2.8m to £0.7m 
per annum.  The main changes to the current approved capital programme are:- 

i. Inclusion of the £0.850m funding for affordable housing bids profiled over 2017 
to 2020; 

ii. Provision of £0.090m to bring Park Street back into use; 

4.40 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. This includes a potential 
prudential borrowing project to enable the Council to invest in existing assets and 
£0.030m revenue has been set aside from 2018/19 to fund the borrowing costs.   

4.41 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 £8.3m (41%) is identified from these sources 
towards the capital programme. 

4.42 The Council also has capital receipts as a source of financing and some £3.3m of 
funding is required to deliver the capital programme which provides 16% of the 

funding source. 

4.43 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 with a priority to fund projects with a 
longer life.  This will allow the Council to demonstrate that it is using borrowing to 

fund the more substantial capital projects that will exist for many years.  
Transformation and efficiency plan business cases which require prudential 
borrowing to achieve savings or additional income would be complementary to this 

strategy. 

4.44 Proposed borrowing of £8.7m is forecast to finance 43% of the capital programme, 

mainly for the replacement swimming pool.  It should be noted that the Council will 
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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 2017/18 

5.1 The main headlines for the Draft Budget and Council Tax 2017/18 are as follows:- 

i. A balanced budget 2017/18 achieved through the transformation and efficiency 
plan;  

ii. Continued freeze on City Council car parking charges; 
iii. Capital programme investment scaled back to £2.835m following completion of 

the new swimming pool;  

iv. Council Tax increases of £5 at Band D (average of 2.94%); 
v. Growth in Business Rates income of £50k for 2017/18; 

vi. Allocating £1m New Homes Bonus for investment. 

Council Tax 2017/18 

 
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 2017. 

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 2017/18 has been calculated in accordance with the 
appropriate legislation and regulations as 31,141.  Details are set out in Appendix 4 

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 25,032 
for Worcester; 3,934 for Warndon Parish Council and 2,175 for St Peter’s Parish 
Council giving a total of 31,141, an increase of 498 Band D equivalents on last 

year.  

5.5 This Tax Base increase plus a modelled increase of £5 on 2016/17 price levels (to 

£175.24 per Band D equivalent property), provides an annual Council Tax income of 
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£5,457,149. The Council Tax income in the MTFF for 2017/18 includes £0.099m 
estimated Council tax surplus in addition to £5.457m resulting in a total income of 

£5.556m. 

Treasury Management Strategy Statement 2017/18 

5.6 The Treasury Management Strategy Statement is shown at Appendix 5.  It has 

been updated to reflect the forecast budget figures in the MTFP and Draft Budget 
2016/17.  Approvals required are listed in Section 1 of the Strategy and in 

accordance with Code of Practice on Treasury Management in the Public Services, 
and the Prudential Code for Capital Finance these need to be recommended to Full 
Council for approval and are contained in 1.3 of the recommendations to this report. 

New Homes Bonus (NHB) Grant 
 

5.7 The planned strategy with NHB within the MTFF is to allocate £1m per annum as 
investment funding to continue to improve the City as a place, in line with the theme 

priorities in the new City Plan. 

5.8 Based on the current dwellings information, the forecast NHB grants for 2017/18 is 
£1.997m.  For 2017/18, the proposal is to utilise some £0.997m for revenue budget 

funding and £1m for City Plan delivery investments.  The NHB allocation is subject to 
confirmation as part of the Local Government Finance Settlement. 

City Plan Delivery  

5.9 New priority projects identified by Cabinet as part of delivering the City Plan can be 
funded through the £1m earmarked for investment subject to confirmation of the 

figure in the Settlement. 

6. Comments of Clive Whereat, Interim Director of Resources 

6.1 The MTFF as presented provides for a balanced budget for 2017/18 and for the 
following two years but is dependant upon delivery of the transformation and 
efficiency plan. It will be important for the Council to monitor implementation 

timelines; service performance; and delivery of the savings outlined within the plan 
within the agreed timelines. Failure to achieve that would put future year balanced 

budgets under significant risk. 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 and the current limit on Council Tax 

increases, set by Government, is not reduced.   

6.2 Setting a three year balanced budget provides time for Council Officers to work with 

Cabinet to plan for the longer term.  This is to be welcomed as changes to the way 
Local Government is funded, particularly the move to retaining 100% business rates, 
need to be understood. This could present opportunities as well as threats for the 

Council and the finer details will need to be scrutinised once detailed proposals 
emerge. 

6.3 The Draft Budget and Draft MTFF will be kept under review as the budget process is 
taken forward through consultation and the update process in January and February, 
prior to Cabinet and Full Council consideration and approval of the budget in 

February 2017. 
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7. Implications 

7.1 Financial and Budgetary Implications– included in this report. 

7.2 Legal and Governance Implications– 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 on 21st February 2017. 

7.3 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 
authority is required to set a Council Tax Base between 1st December 2016 and 31st 
January 2017 and this is approved by Cabinet. 

7.4 Risk Implications– 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 as a 

minimum and it proposed once approved to treat this as a “live document” updated 
on an on-going basis.  However, risks on forecasting remain, as follows for both the 
Draft Budget 2017/18 and the medium term period to 2021/22:- 

i. Revenue Support Grant – the value of this Government grant will not be 
certain until the publication of the Settlement later this month.   Although there is 

a risk that this may change there is more certainty than normal given the 
Autumn Statement of no additional Departmental reductions over those already 
planned and the four year agreement on grant.  During the period of the MTFF 

the Revenue Support Grant will reduce to zero and the MTFF deals with making 
the Council self financed without the grant. 

ii. NHB Grant – again, the precise allocation of this government grant will not be 
known until the publication of the Settlement in December but the MTFF has been 
prepared on what is considered the worse case scenario and the number of years 

NHB is received has been reduced from six to four.   
iii. 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.  The 2017 

revaluation of rateable values will require changes to the localised business rate 
system methodology and this is still to be agreed.  There is also a risk that the 

business rates payable by Worcester City Council will increase.  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. 
iv. Reserves and balances – are 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 2017 Cabinet meeting. 

v. Pensions backfunding – the budget has been prepared on the basis of the 
provisional 2016 triennial actuary valuation and the costs of the backfunding has 

been included in the budget.  The risk remains that the costs increase in future 
actuary review the next one being in 2019 and a further £0.110m per annum has 
been included in the MTFF.  
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vi. Transformation and efficiency plan – delivery of £2.0m of savings over the 
next three years brings an implementation risk.  Plans are in place to deliver 

these initiatives and these will be closely monitored by senior officers. 
vii. Capacity to deliver – the transformation and efficiency plan as envisaged within 

the MTFP is based on a structured but phased approach and one –off earmarked 

funds are available in support of delivery of these plans  
 

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

7.6 Equality Implications– none directly arising from this report.  The transformation and 
efficiency plan sets out to deliver the same front line service outcomes. 

7.7 Human Resources Implications– extra resources will be required to deliver some of 
the transformation and efficiency plan and costs for these resources will be built into 

the relevant project budgets.  As outlined in paragraph 4.21 above this plan will 
transformation and efficiency plan will lead to a reduction in headcount within the 
Council. However proposals outlined at paragraph 4.22 to 4.32 will help mitigate the 

risk in respect of compulsory redundancies.  Holding vacant posts in relation to this 
project, it is anticipated that the number of staff redundancies will be minimised. 

7.8 Health and Safety Implications– none directly arising from this report. 

 
Ward(s):   All 

Contact Officer: Clive Whereat – Tel 01905 722524, email: 
clive.whereat@worcester.gov.uk  

Background Papers: None  
 


