
Report to: Policy and Resources Committee, 4th February 2020

Report of: Corporate Director, Finance and Resources

Subject: PROPOSED BUDGET 2020/21 AND MEDIUM TERM FINANCIAL PLAN 
2020/21 – 2024/25

1. Recommendation

1.1 That the Committee endorses the proposed Budget and Council Tax for 
2020/21 and the proposed Medium Term Financial Plan for the next five 
year period 2020/21 – 2024/25, and recommends them  to Full Council on 
18 February 2020 including the following resolutions:

a. That the Budget Requirement for Worcester City Council (excluding 
Parish Precepts) 2020/21 be set at £10.747m;

b. That the Council Tax Requirement for Worcester City Council 
(excluding Parish Precepts) 2020/21 be set at £6.155m; and

c. That the Band D Council Tax for Worcester City Council (excluding 
Parish Precepts) be set at £190.88;

1.2 That the Committee approves the Treasury Management Strategy at 
Appendix 7 including the MRP policy statement and the prudential indicators 
set out in the Strategy;

1.3 That the Committee approves the transfer of £150,000 of the specific 
earmarked reserves named in para 7.4 to the 2020/21 revenue budget and 
the release of the 2018/19 out-turn surplus of £182,000 into the City Plan 
Fund; and

1.4 That the Committee considers the proposals brought forward by the Policy 
Committees during January 2020 and includes those approved in the 
recommendations to Full Council.

2. Background

2.1 At its meeting of 10 December 2019, the Committee endorsed a high level medium 
term financial forecast to provide the financial framework for the detailed draft 
budget for 2020/21 and the medium term financial plan (MTFP) for 2020/21 to 
2024/25.

2.2 The key priority for the Council is to set a balanced budget for the next financial 
year, which is achievable, sustainable, able to withstand financial pressures and can 
deliver the following outcomes:

i. a planned balanced budget for 2020/21, which safeguards Council services 
through a combination of cost management and income generation to enable the 
Council to deliver its service requirements in support of the City Plan



ii. continued 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 balanced 

budget, with general fund balances maintained at a minimum of £1.1m to meet 
unforeseen risks 

v. continuous improvement in value for money and customer focus, working with 
staff and our partners to deliver the best possible outcomes.

In addition, the five year horizon of the MTFP provides a projection for the Council’s 
finances based on current assumptions and the external financial environment. 
Although not necessarily a balanced budget for each of the future years, it quantifies 
the size of the financial challenge that the Council faces.

Key Financial Assumptions

2.3 The preparation of a five-year MTFP, considered by the Committee at its meeting of 
10 December, was based on a number of working assumptions, as follows: 

i. Council Tax Base (dwellings) growth of 1.1% in 2019/20 and 0.5% p.a. thereafter; 
ii. No price increases to car parking charges;
iii. Business rates inflationary increases of 2.4% per annum from 2020/21 to 2024/25; 
iv. Inclusion of all of NHB grant allocation each year to support service delivery except 

for 2020/21 when £0.088m of the £0.9m receivable will be transferred to the City 
Plan Fund to bring the funding closer to the total amount allocated;

v. Council Tax model increases of £5.00 at Band D equivalent;
vi. Interest rates receivable forecast in 2020/21 of 0.6% with the rate remaining at this 

level through to 2024/25, in line with advice provided by our Treasury Advisers;
vii. A continuing investment of £3m in Property Funds at an estimated return of 4.0% 

generating interest receivable of £120k. 
viii. The recent actuarial valuation of the Pension Fund, which is carried out every three 

years, has confirmed the strong performance of the pension fund’s investments and 
therefore a reduction in the pension fund deficit. As a result, the annual back-
funding charge, which is to eliminate the pension fund deficit, reduces from £1.5m to 
£1.0m; 

ix. Pension forward funding rate has increased to 17.5% with no further increases 
anticipated. This includes bringing the investment strategy risk-profile for the 
pension fund in line with that adopted by the County Council and the other local 
district councils;

x. Pay award of 2.7% p.a. for 2020/21, subject to maintaining the differential created 
by the Council’s pay freeze in 2014, and maintaining the adoption of the National 
Living Wage. Subsequent annual pay awards of 2% p.a.;

xi. Selective prices inflation at an average 2.5% to reflect contractual commitments and 
price risk areas;

xii. Continuing with the ‘MTFP Income and Efficiency Plan’ with new initiatives added 
where appropriate.



Financial Assumptions 2020/21 2021/22 2022/23 2023/24 2024/25
Council Tax Base 32,243 32,404 32,566 32,729 32,892
CT Base increase % 1.1% 0.5% 0.5% 0.5% 0.5%
Council Tax £5.00 increase 2.69% 2.62% 2.55% 2.49% 2.43%
Business Rates inflation 2.4% 2.4% 2.4% 2.4% 2.4%
Interest rates (receivable) 0.6% 0.6% 0.6% 0.6% 0.6%
Salary inflation 2.7% 2.0% 2.0% 2.0% 2.0%
Non-pay inflation 
(average/selected items)

2.0% 2.5% 2.5% 2.5% 2.5%

2.4 A number of proposals contained in the draft budget are subject to further 
agreement and, in some cases, have not yet been allowed for in budgets. These are 
set out in the following paragraphs.

Pay awards

2.5 Negotiations are underway with national employers and employee organisations 
concerning pay awards and are unlikely to be resolved before 1 April. The 
negotiations include discussion of Government proposals to increase the National 
Living Wage to £10.50 by 2024. The implications of this are being estimated and will 
need to be built into the MTFP once agreements have been reached and clarity 
provided regarding the profiling of any budget increases over the period to 31 March 
2024. 

County-wide collaboration

2.6 During the 2019/20 Budget setting process, there were a series of discussions 
between Worcestershire Districts and the County Council regarding areas of 
operations where cross-tier collaboration can be increased. There were two areas of 
focus: collaboration on business rates retention and collaboration on service delivery.

2.7 Councils across Worcestershire were successful in a bid to pilot 75% business rates 
retention one year in advance of the Government’s proposed plans to roll this out to 
all councils. However, the decision to roll out 75% business rates retention has been 
postponed until 2021/22 and the current pilots have been closed. As a result, the 
Worcestershire Business Rates Pool will revert to a 50% scheme but with a wider 
pool of participants, including Malvern Hills and, for the first time the Fire and Rescue 
Authority. This will have no direct impact on the district councils’ income from 
business rates as all additional funding derived from the 75% retention pilot 
(approximately £4.9m) was set aside to support county-wide projects to increase 
spending on Adult Social Care.  

2.8 In respect of collaboration on service delivery, a number of proposals were under 
discussion and a budget of £250,000 was provided. Subsequently, it was agreed that 
the City Council would contribute £157,000 per annum to the costs of delivering 
library services across the three sites in the city to support their community benefit 
and this has been retained in the annual budget for 2020/21. No further provision for 
collaboration on service delivery, beyond this £157,000, has been made in the MTFP.

 
Community activities (WCT)

2.9 The budget for 2020/21 includes a grant to Worcester Communities Trust of £72,000 
for the management and maintenance of the Council’s community centres, with an 
annual increase in respect of inflation. The budget for 2018/19 also included a 



further £85,000 provision in support of the Trust’s continuing activities at the 
centres. The 2019/20 budget reduced the contingency provision to £42,000 and the 
2020/21 budget will reduce this again to £21,000 in line with the approved WCT 
business plan.

2.10 A five-year business plan was adopted by WCT in 2018/19 and clear and positive 
progress is being made by WCT officers to ensure the long term sustainability of the 
organisation. If all business plan objectives are achieved, then the only funding WCT 
anticipates needing from the Council for 2019/20 to 2022/23 is the £72,000 p.a. 
which is a contractual commitment set out in the Service Agreement with the Trust, 
subject to annual inflation increases. 

2.11 The Castelrigg review of the community centres recommended that a review of 
achievements against the business plan takes place two years after the formal 
adoption of the plan. This is not due until April 2020. This two-year review will be 
undertaken and reported to the Communities Committee in due course.

Tennis in the parks

2.12 At its meeting of 14 January 2020, the Income Generation Sub-committee approved 
for consideration fees in respect of tennis provision in the City. The Committee noted 
that these will take effect once the refurbishment of the tennis courts has been 
completed. No allowance has been made for revenue income at this stage.
 
Members’ allowances

2.13 The Independent Remuneration Panel has reviewed Members allowances and a 
report of its findings will be presented to Full Council at its meeting of 24 March.  
Sufficient allowance has been made in the budget and MTFP for the recommendation 
of the Committee and budgets will be revised following the decision of Full Council.

Additional proposals

2.14 Subsequent to the meeting of 10 December, the draft budget proposals have been 
revised in the light of:

 The provisional Local Government Finance Settlement published on 20 December 
2019

 Further financial information
 Consultation with the public.

2.15 Proposals brought forward to the Environment Committee, Communities Committee 
and the Place and Economic Development Sub-committee have also been received.
These are presented for consideration by this Committee elsewhere on the agenda 
and include considerations of the financial impact on the budget and MTFP 
summarised at Appendix 1.
 

3. Provisional Financial Settlement

3.1 The provisional financial settlement confirmed that there are no changes from 
expected baseline funding allowances for Business Rates. The Minister also confirmed 
that the delayed review of Local Government funding and a proposal for Councils to 
retain 75% of business rates (compared to 50% at present) would be carried out 



during 2020. No agreement has yet been made on how any additional resources 
resulting from this change will be distributed in two-tier areas, beyond the pilot 
arrangements identified above. Therefore no assumptions have been made about 
income growth from 2020/21 onwards. Further considerations in respect of this are 
covered in the Risk Implications section below.

3.2 No change was made to the 0.4% minimum requirement for housing growth to 
qualify for New Homes Bonus. This means that the £0.9m included in the MTFP for 
2020/21 is confirmed.

3.3 The Minister also advised that New Homes Bonus will be replaced by a a new, more 
targeted approach that rewards local authorities where they are ambitious in 
delivering new homes, and which is aligned with other measures around planning 
performance. We are currently reflecting new income from NHB of around £150k-
£160k per year from 2021/22. That, therefore, is the measure of risk in respect of 
this line, which would need to be replaced by the suggested new form of incentive 
funding.

3.4 The 2020/21 settlement allows for a maximum of a 2.0% or £5.00 increase in 
Council Tax, whichever is greater, without the requirement to hold a referendum. 
The proposed budget includes an expected increase of £5.00 for Council Tax in line 
with this maximum allowance. This, taken together with the 1.2% increase in the 
Council Tax base set by the Committee at its meeting of 10 December 2019, results 
in an overall increase of £225k over 2019/20.

3.5 In the light of the longer-term outlook for local government funding underpinning the 
settlement, the assumption of a pay award of 2% p.a. across all four years of the 
MTFP from 2021/22 has been retained. Further revision may be required once policy 
decisions relating to the National Living wage have been clarified.

4. Further financial information

4.1 Alongside the consultation and budget-setting processes between October and 
January, estimates for the year have been subject to further review. The following 
changes have been incorporated into the budgets and are proposed for approval:

 variances in the Income and Efficiency Plan agreed in consultation with Members;

 re-instatement of the £18,000 grants reduction proposed in the Income and 
Efficiency Plan;

 confirmation that building control services should continue to be delivered by the 
South Worcestershire shared service. The potential cost reduction of £30,000 
previously included in the Income and Efficiency Plan has therefore been 
removed;

 a revised budget for 2020/21 from the Revenues and Benefits shared service, 
providing a one-off cost reduction of £36,000;

 amendments to the Capital Programme and the associated MRP charge as noted 
in para 6.2.

4.2 The changes are summarised in Table 1 below showing revisions to the Forecast Net 
Budget presented to the Committee on 11 December. A full version of the MTFP is 



provided at Appendix 1 and the Income and Efficiency Plan is provided at 
Appendix 2. A summary of the revenue budgets for the services that fall under the 
remit of this committee are shown on Appendix 6.

4.3
Table 1: proposed budget changes since 10 December 2019

2020/21 2021/22 2022/23 2023/24 2024/25
£000 £000 £000 £000 £000

Forecast Net Budget – Dec 2019 10,746 11,357 11,794 12,350 12,920

Amendments to Income and Efficiency 
Plan
MRP changes following changes to Capital 
Programme

48
83 140 59 63

Revenues and Benefits budget revision (36) 36 36 36 36
Other – net impact of various minor 
adjustments (rounded) (12) (1) 2 2

Revised Forecast Net Budget (1) 10,746 11,476 11,971 12,447 13,021

Note (1): Differences within £2k are due to rounding

5. Budget consultation and development

5.1 Opportunities for stakeholders other than Policy & Resources Committee members to 
contribute to the budget-setting process followed the same process as the 2019/20 
budget, through three activities:

 public consultation
 all-member presentation in October 2019
 scrutiny of existing budgets in October 2019 and formal submissions for budget 

votes from the Environment and Communities Committees and the Place and 
Economic Development Sub-committee in January 2020.

5.2 Consultation with the public and local businesses was in the form of an online 
survey, with hard copies available for those who did not have internet access. 1,069 
responses were received, along with 21 hard copies. Questions related to areas of 
spend but also sought views on the relative priority that residents and businesses 
place on the Council’s objectives and on satisfaction with services received. 

5.3 A detailed report on the responses received is included elsewhere on the agenda. In 
respect of questions relating specifically to budget consultation, consultees were 
asked about the current level of spending on services, and whether this should be 
revised, and about the level of fees and charges set for specific service provision.

5.4 The services with the highest percentage of responses to increase spending have not 
changed since 2018 (although the percentages for these services have decreased 
slightly). These are:

 Making Worcester a city where residents and visitors feel safe (53.50% from 
64.30% in 2018). 

 Support for Housing and Homelessness (47.54% from 51.59%)
 Promoting the city as a place to visit and invest (44.30% from 45.11%).



5.5 The budget proposals include £23,000 on community safety initiatives in partnership 
with the Police and Crime Commissioner, while the capital programme includes 
£421,000, approved in 2019/20, to be spent during 2020/21 to upgrade the 
Council’s CCTV network.

5.6 During 2019/20 the contract for the provision of homelessness support was re-let 
and two buildings were obtained to increase the level of short-term accommodation 
available within the City. This will potentially reduce homelessness by providing short 
term accommodation that can be used to keep at-risk families housed while longer-
term suitable accommodation is secured. There will also be continuation of DWAS 
funding to help people with low income moving into their home, further financial 
support to the Foodbank and the use of a Hardship Fund to help those struggling 
with Council Tax and Universal Credit.  

5.7 During 2020/21 there will be major investment of up to £4.7m in the City as a place 
to visit through the Worcester Arches project and the related series of festivals. The 
Council has also received nearly £300,000 to prepare bids for the Government’s 
Towns Centre Fund and High Street Fund which, if successful, will attract substantial 
capital for investment in the City.

5.8 Residents and businesses also commented on the level of fees and charges that are 
applied to services. Consultees were content to see increased charges in regulatory 
areas, such as licencing houses of multiple occupation or planning fees, but were not 
in favour of increases to parking charges or leisure facilities.    

5.9 A schedule of revised fees and charges was considered and agreed by the Income 
Generation Sub-committee at its meeting of 14 January, along with financial 
implications. The majority of charges were increased in line with inflation with some 
additional increases to reflect revised costs, changes in the market place and 
alignment with competitors. There were no increases proposed in respect of car park 
charges. The report of the Income Generation Sub-committee is presented 
elsewhere on the agenda for recommendation to Full Council as part of the budget-
setting process.

5.10 During January, the Environment Committee, Communities Committee and Place and 
Economic Development Sub-committee considered potential changes to the budget 
estimates previously reviewed by each committee at its meeting in October and by 
the Policy and Resources Committee in November. Proposals received from the other 
policy committees are presented elsewhere on the agenda for consideration.

6. Capital Programme 2020/21 to 2024/25

6.1 An overall capital programme of £18.937m is proposed. This compares to a 
programme of £12.144m previously proposed for 2019/20 to 2022/24.
 

6.2 The draft budget presented to this committee on 10 December 2019 included a 
capital programme of £17.097m. This has now been revised to £18.937m and 
includes: 

 the Worcester Arches project £1.410m following a review of the elements 
that are deemed to be capital;

 amendments to the Property Plan of £0.304m following further reviews by 
the Property team



 a re-phasing of the Vehicle Replacement Programme which involves 
bringing £0.7m expenditure forward from 2022/23 and a net increase over 
the five years of the MTFP of £0.356m

6.3 The programme includes items that have been reported at previous committees, 
subject to changes set out in section 2 of this report which are yet to be incorporated 
pending further decisions. Major additions to the capital programme are shown in 
Table 2.

6.4 The most significant change to the programme is the inclusion of a further property 
acquisition as part of the Council’s Development Fund. The capital cost including fees 
and taxes is estimated to be £5.8m and is planned to take place in April 2020. 

6.5 The programme also includes £2.85m for Sports Development initiatives in the City. 
This includes the £2.1m loan that the Council has committed to the building of the 
new Hockey Centre and also the £0.75m loan for the refurbishment of the football 
ground at Claines. These third party loans are arrangements developed under the 
Investment Strategy approved by Council in February 2019. 

Table 2: additions to five year capital programme

2020/21
Previous 

programme
Feb 2019

Revised 
programme
Feb 2020

Expected 
Total

2020/21 to 
2024/25

£000 £000 £000
Property Development Fund 0 5,811 5,811
Sports Development 0 2,850 2,850
Arches project 0 785   1,410
Vehicle Replacement Programme 379 913 3,943
Car Park Machines 200 100 100
Diglis Projects 0 135 135
Property Plan (other capital projects) 160 306 464

6.6 The capital programme is funded from a mixture of capital grants, capital receipts, 
use of reserves including S106 reserves, direct revenue funding or borrowing. In line 
with the Capital and Asset Management Framework, borrowing is not taken out 
unless other forms of funding are not available. Internal borrowing will be used in 
preference to external borrowing while the value of income from interest in 
investments remains below the cost of borrowing and there are sufficient reserves to 
enable funds to be released for capital purposes. Capital receipts are only recognised 
once they have been received and future receipts could therefore reduce the need 
for external borrowing. The proposed funding for the capital programme is show in 
Table 3. The full programme is provided at Appendix 3.



Table 3: Proposed capital funding 2020/21 to 2024/25

Financing Source 20/21 21/22 22/23 23/24 24/25 2020-2025

 £000 £000 £000 £000 £000 £000

External Grants 1,320 1,320 695 695 695 4,725

S106 Contributions 135 0 0 0 0 135

Earmarked Reserves 160 0 0 0 0 160

Capital Receipts 835 343 240 150 150 1,718

Revenue Financing 0 0 0 0 0 0

Borrowing 9,295 427 628 931 918 12,199
TOTAL 11,745 2,091 1,563 1,776 1,763 18,937

6.7 The revenue implications of the capital financing proposals are reported to the 
Committee in the Treasury Management Strategy Statement 2020/21, which is 
included as Appendix 7 to this report. These implications have been incorporated 
into the MTFP, including the changes noted above. The Treasury Management 
Strategy Statement also provides indicators to demonstrate that the Council is not 
borrowing in excess of its needs and, through a ‘liability benchmark’, is not 
borrowing where other cash resources are available. 

6.8 The Capital and Investment strategies adopted by the Council were introduced last 
year in line with the new regulations and by the revised Prudential Code on Capital 
Accounting published by CIPFA in February 2018. These have been updated for 
2020/21 and detail the strategic approach to borrowing and investment of the 
Council in the coming year and over the lifetime of the MTFP.  They are reported 
elsewhere on the agenda for this meeting.

6.9 Capital spending and funding have not included estimates in relation to a proposed 
expansion of the Development Fund, as set out in the Capital Strategy. No proposals 
are sufficiently developed at the date of this report to include robust estimates in the 
programme. Any proposed changes will be brought for consideration by the 
Committee during the financial year. 

7. Impact on reserves

7.1 The Council’s policy is to maintain a minimum of £1.1m in General reserves. The 
overarching principle of the budget-setting process is that this level of reserves 
should be maintained over the lifetime of the MTFP. 
 

7.2 The Council also holds a number of Risk Reserves to mitigate the impact of an 
unexpected financial downturn or increased unplanned spend arising from 
circumstances outside of the Council’s control. At 31 March 2019 these reserve had a 
balance of £2.18m, and £0.6m is expected to be utilised in 2019/20, leaving a 
balance to carry forward of £1.6m. The budget deficits predicted for the years 
2021/22 onwards, as shown on Appendix 1, mean that the minimum level of £1.1m 
of General Reserves, noted above, will not be maintained without further changes to 
the Income and Efficiency Plan or as a result of changes to funding.



7.3 During 2020 the Council will need to increase its income and/or generate cost 
reductions to enable a balanced budget to be set for 2021/22 onwards. These 
changes may be derived through various means including developing existing income 
streams, generating new sources of income and reducing the cost base through 
more efficient ways of operating.

Specific Earmarked reserves

7.4 As part of setting a balanced budget for 2020/21, a detailed review of the Earmarked 
Reserves has been carried out. This identified a number of reserves that are no 
longer required and approval is sought to transfer the total of £150k to the revenue 
budget for 2020/21.

Earmarked Reserve £’000

VAT refund re Trade Waste 48 Refund received in 2014
Integrated Community Management 36 Project now ceased
LAMS mortgages 28 All potential liability now ceased
Solar projects 10 Projects completed
Detached Team (old PCC grant) 16 No longer required
Health improvements 7 No longer required
Disability Sports 5 Contract finished, no longer 

required
Total available 150

City Plan Fund

7.5 Following a review of the City Plan Funding, budget themes have been identified 
against which little or no expenditure has either been made nor is currently planned. 
Each of these themes has been reviewed by the relevant policy committee and 
amounts considered to be available for re-allocation to new themes or projects have 
been advised to this committee (details to be provided at the meeting).

7.6 The amount within the remit of this committee for re-allocation is £20,000 to be 
released from the proposal to investigate boating on the river, as shown at 
Appendix 4.

 
7.7 A further sum of £580,000 has been identified for similar consideration by the 

Council’s other policy committees.  A summary of all of the City Plan themes and the 
proposed re-allocations is shown for reference at Appendix 5.

7.8 In addition £37,737 has been identified as being no longer required in the Small 
Projects Fund and is proposed for transfer to the City Plan Fund.  This would create a 
total of £637,737 that could be made available for new projects or themes for 
inclusion in the 2020-2025 MTFP.

7.9 The policy committees have also reviewed various new budget proposals and those 
that are considered appropriate have been forwarded to this Committee for further 
consideration (details to be provided at the meeting).



7.10 The committee is asked to review the various proposals and determine which should 
be recommended to Council for approval in the MTFP 2020-2025, given the extent of 
funding identified as available in para 7.8 

7.11 The level of projected earmarked reserves is shown in table 4. The table shows that 
the City Plan Fund remains underfunded by £470k. It is proposed to transfer £182k 
remaining surplus from the 2018/19 out-turn, against which there is no current 
planned spend, to reduce this deficit to £288k.

The proposed Budget for 2020/21 allocates a further £88,000 to the City Plan fund which 
will leave an unfunded gap of £200,000. With all future New Homes Bonus receipts 
committed to the Revenue Budget, this gap can only be closed by utilising any budget 
surpluses from future years. A potential solution for closing this gap would, therefore, be to 
reduce the £600,000 identified above to £400,000.

Table 4: Projected earmarked reserves at 31 March 2020

Reserve

Balance at 
31 March 

2019

Transfer 
to 

Reserves

Transfer 
from 

Reserves

Reclassifi
cations 

between 
Reserves

Balance 
at 31 
March 
2020

Uncommitted 
Reserves

£000’s £000’s £000’s £000’s £000’s £000’s

TRANSFORMATION FUND 436 0 (113) (30) 293 133

INCOME GENERATION FUND 374 0 (69) 0 305 140

SERVICE SPECIFIC EARMARKED RESERVES 4,108 844 (1,912) 30 3,070 0

SMALL PROJECTS DEVELOPMENT FUND 119 0 (37) 0 82 0

CITY PLAN FUND 2,759 616 (495) 0 2,880 (470)

RISKS FUND 2,187 0 (585) 0 1,601 1,601

TOTAL RESERVES 9,984 1,460 (3,213) 0 8,231 1,404

8. Preferred Option 

8.1 That the Committee recommends to Council the budget proposals set out in this 
report.

9. Alternative Options Considered

9.1 Alternative budget proposals have been considered by the policy committees of the 
Council and are presented to the Committee for consideration elsewhere on the 
agenda.

10. Implications

10.1 Financial and Budgetary Implications

As detailed in Appendix 1 the draft budget proposes a transfer from earmarked  
reserves of £150k in 2020/21 and will result in a balanced budget for 2020/21.

10.2 Legal and Governance Implications

There are no legal and governance implications arising directly from this report.



10.3 Risk Implications

Achievement of the proposed budget is dependent on the relevant assumptions 
proving accurate and no unexpected changes in anticipated funding levels. In the 
opinion of the Section 151 officer the budget estimates are considered to be robust 
and, in the event that unforeseen incidents occur which require additional resources, 
there remain sufficient general reserves to meet these requirements. 

In terms of future financial planning, as expressed in the MTFP, estimates for later 
years are always subject to a degree of risk. In particular, the financial settlement 
for 2020/21 confirmed that the reviews of funding of local government and business 
rates retention are to still go ahead. The New Homes Bonus is also to be replaced 
and the level of funding that this will provide is as yet unknown. 

Fair Funding

The delays to Brexit and the staging of a General Election have delayed the 
Government’s publication of the Fair Funding review. However MHCLG has confirmed 
that this is still in hand and good progress is now being made.

The original consultation document set out the means by which the department will 
determine the relative needs of each local authority within the overall funding 
available for local government from 2020/21. This is important as it will determine 
the level of Council Tax that local authorities will be able to raise without a 
referendum and the amount of business rates collected to be retained by each billing 
authority.

The consultation proposed increasing the value of sparsity and rurality factors, 
reducing allowances for deprivation and changing the balance of area cost 
adjustments which reflect the high cost of wages, goods and services in some areas 
of the country. Each of these changes will tend to be to the disadvantage of urban 
district councils outside the South East, such as Worcester City.

The consultation document also considered taking other sources of income into 
account when assessing the relative needs of individual councils. The document 
included the following statements:

‘…the Government recognises that there are practical challenges in taking a direct 
account of sales, fees and charges income through the resources adjustment and we 
are therefore broadly minded not to do so.

‘However, there may be a case for taking specific service areas into account which
have generated an increasingly significant level of surplus income for some
authorities, such as on and off-street parking.’

The Council has budgeted income of approximately £3.6m from off-street car 
parking each year. It is not clear how much, if any, of this will be taken into account 
in assessing the Council’s relative needs under the new funding arrangements.



Business rates retention

As part of the 2019/20 settlement, MHCLG confirmed that there will be a full 
business rates reset from 1 April 2020. The delays noted above mean that this has 
not yet taken effect. However, it is anticipated that this reform will take place from 1 
April 2021. This means that any growth achieved since the needs assessment was 
first made in 2013/14 is at risk of being included in the tariff. Since 2013 the Council 
has achieved business rates growth of £733k per annum above its baseline 
assessment. This sum is at risk. A risk reserve of a minimum of £0.750m has been 
established to help mitigate this risk should it arise. Following the transfer of existing 
risk reserves within the Business Rates Pool at the 2019/20 outturn, there is 
currently a balance of £1.548m on this reserve.

New Homes Bonus

As part of the 2020/21 Settlement the Minister advised that New Homes Bonus will 
be replaced by a new, more targeted approach that rewards local authorities where 
they are ambitious in delivering new homes, and which is aligned with other 
measures around planning performance. We are currently reflecting new income 
from NHB of around £150k-£160k per year from 2021/22. That, therefore, is the 
measure of risk, which would need to be replaced by the suggested new form of 
incentive funding.

Income risk

As a result of the withdrawal of Government Funding through the revenue Support 
Grant, the Council is becoming increasingly reliant on income from services and 
investments to maintain its functions. In total, the Council has budgeted income for 
2020/21 from fees and charges of £8.5m and £3.1m of Other Income, which 
includes property rental income. As a total of £11.6m, this is greater than the £9.8m 
that the Council generates from Council Tax and Business Rates taken together.

To mitigate the impact of reductions in income from fees and charges an Income 
Risk Reserve has been created. At 31 March 2019 this held the preferred balance of 
£0.5m. However this is forecast to be fully utilised during 2019/20 and will be 
replenished from any future budget surpluses.

The approach to mitigating risk in respect of investment activities is set out in the 
Capital Strategy and Investment Strategy which are reported elsewhere on the 
agenda. 

  
10.4 Corporate/Policy Implications

The City Plan requires a further £200k for it to be fully funded and this could be 
found as part of the reserves re-allocation process noted in this report. If this is not 
the case and as the MTFP assumes that all future New Homes Bonus receipts are 
transferred to the Revenue Budget to fund Council services, the £200k gap would 
therefore need addressing in next year’s MTFP. 



10.5 Equality Implications

The budget proposals are designed to ensure the continuation of services to meet 
the needs of all residents of the City and other stakeholders in so far as available 
resources allow.

10.6 Human Resources Implications

Achievement of a balanced budget in future years may require reductions in posts 
over the 5 years of the MTFP. It is proposed to manage these through a combination 
of vacancy management, reduction in use of agency staff, retraining and reskilling of 
staff and voluntary severance. 

10.7 Health and Safety Implications

None arising directly from this report.

10.8 Social, Economic and Environmental Implications

The budget proposals have taken into account feedback from residents and local 
businesses and have been subject to scrutiny by Members and officers of the 
Council. No services will be reduced as a result of the budget proposals and there are 
commitments, as set out in section 5 where the Council, if the proposals are 
accepted, is committing to allocating funding from reserves to enhance local 
facilities, increasing funding in specific areas, and/or maintaining funding in areas 
where other agencies are no longer able to support services financially.

Further social, economic and environmental implications have been included in 
consideration of the individual proposals submitted to the relevant Policy Committees 
or to the Policy & Resources Committee that form the basis of changes to the budget 
between 2019/20 and 2020/21 and over the lifetime of the MTFP.

Ward(s): All Wards
Contact Officer: Shane Flynn – Corporate Director Finance and Resources. 

shane.flynn@worcester.gov.uk. Tel: 01905 722536
Background Papers: Previous reports to Policy & Resources Committee, 

October and December 2017, and Reports to policy 
committees January 2018 

mailto:shane.flynn@worcester.gov.uk

