
 

 
 

Report to: Policy and Resources Committee, 7th February 2023 
 

Report of: Corporate Director - Finance and Resources 
 

 
Subject: PROPOSED BUDGET 2023/24 AND MEDIUM TERM FINANCIAL PLAN 

2023/24 – 2027/28 
 
1. Recommendation 

 
1.1 That the Committee endorses the proposed Budget and Council Tax for 

2023/24 and the proposed Medium Term Financial Plan for the next five 
year period 2023/24 – 2027/28, and recommends them to Full Council on 

21 February 2023 including the following resolutions: 

a. That the Budget Requirement for Worcester City Council (excluding 
Parish Precepts) 2023/24 be set at £13.557m; 

b. That the Council Tax Requirement for Worcester City Council 
(excluding Parish Precepts) 2023/24 be set at £6.820m; and 

c. That the Band D Council Tax for Worcester City Council (excluding 
Parish Precepts) be set at £206.89; 

1.2 That the Committee confirms, 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 2023/24 will be 
32,954.0 for Worcester City Council, including 3,976.6 for Warndon Parish 

Council and 2,179.3 for St Peter’s Parish Council; 
 

1.3 That the Committee approves the Treasury Management Strategy at 
Appendix 5 including the MRP policy statement and the prudential indicators 
set out in the Strategy; 

 
1.4 That the Committee approves the release of reserves, as detailed in section 

7 of the report, and the transfer of £1.135m from other reserves as detailed 
elsewhere in the report, to the 2023/24 revenue budget to achieve a 
balanced budget; 

 
1.5 That the Committee considers the proposals brought forward by the Policy 

Committees during January 2023 and the Income Management Committee 
of 1 February 2023 and includes any changes approved, in the 
recommendations to Full Council. 

 
 

 
 
 



 

2. Background 
 

2.1 At its meeting of 13 December 2022, the Committee endorsed a high-level medium 
term forecast to provide the financial framework for the detailed draft budget for 
2023/24 and the medium term financial plan (MTFP) for 2023/24 to 2027/28. 

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 budget for 2023/24, 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 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 
13 December, and revised as shown below, includes a number of working 

assumptions which are based on known and expected changes. These are 
summarised as follows: 

a. Business rates income – pending the result of the 2023 revaluation, the 

overall Business Rates income is unchanged from the previous MTFP. (section 
3.5); 

b. Securing a level of external funding through capital schemes (section 4.6); 

c. Council Tax Base (dwellings) – an increase of 1.31% in 2023/24 (section 3.9) 
and growth of 0.5% p.a. thereafter;  

d. Council Tax model increases of 2.99% at Band D equivalent for 2023/24, 
which is £6.01 per annum and £5.00 per annum thereafter (section 3.9); 

e. An assumed pay award of 5.0% p.a. for 2023/24, 2.0% for subsequent years 
and maintaining the adoption of the Real Living Wage (section 2.5);  

f. The annual back-funding charge for the Pension Fund is reduced from £1.1m 

to £0.25m and the pension forward funding rate increased from 18.2% to 
19.1% over the next three years (section 2.8); 



 

g. Selective prices inflation at an average of 7.5% for 2023/24 to reflect 
contractual commitments and price risk areas; 

h. No additional borrowing for 2023/24 with capital spending on the large 
infrastructure projects funded by grants receivable; 

i. Interest rates receivable budget in 2023/24 of 3.25% in line with advice 

provided by our treasury advisers; 

j. A continuing investment of £3m in Property Funds at an estimated return of 

4.0% generating interest receivable of £120k.  

These are summarised in Table 1 below. 

Table 1: Summary of key financial assumptions 

Financial Assumptions 2023/24 2024/25 2025/26 2026/27 2027/28 
Council Tax Base increase / 

(decrease)  
1.3% 0.5% 0.5% 0.5% 0.5% 

Council Tax increase 2.99% 2.42% 2.36% 2.31% 2.25% 
Interest rates (receivable) 3.25% 2.75% 2.50% 2.25% 2.00% 
Salary inflation 5.0% 2.0% 2.0% 2.0% 2.0% 
Non-pay inflation 
(average/selected items) 

7.5% 2.0% 2.0% 2.0% 2.0% 

 
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 continuing between national employers and employee organisations 
concerning the pay award for 2023/24. The budget assumes a rise of 5% which is 
intended to reflect the Council’s progressive approach to pay in line with the national 

approach to pay Local Government agreements. The Council’s annual pay statement 
is provided at Appendix 6. This shows that the Council’s lowest pay grade is above 

the Foundation Living Wage benchmark and that the ratio between the lowest full 
time equivalent earnings and the highest paid salary is 1:4.71. This is a reduction 
from 1:5.06 in 2022/23, reflecting the fact that the pay award was for a fixed 

amount of £1,920, providing a higher percentage pay increase for lower-paid 
employees. The ratio between the median (average) full time equivalent earnings 

and the highest paid salary is now 1:3.53. This is a reduction from 1:3.72 in 
2022/23. 
 

Car Parking income 
 

2.6 The revised draft budget includes two assumptions regarding income received from 
the city’s car parks: 
 

 The draft budget published in December assumed car parking income of 
£3.672m, which is based on the average of the periods prior to the pandemic. 

The income since 2020/21 has been consistently around 90% of budget with the 
reduction attributed to increases in home working and internet shopping.  We 

believe that this will, at least in part, become a permanent change and have 



 

therefore reduced the budget by £150k (4%) in recognition of this. A further 
reduction to 90% would be £217k; 

 
 The draft budget included an increase in the car parking tariffs by an average 9% 

amounting to £0.3m which has since been increased to £0.35m in the light of 

further proposed changes reported to the Communities and Income Management 
committees. More detail on these proposed changes is included in a referral 

report from the Income Management Committee presented elsewhere on the 
agenda. 

 

2.7 The pandemic had a significant effect on the Council’s Leisure Service, with the 
leisure centres closed for some of 2020/21 and with reduced membership during 

most of 2021/22. The forecast for 2022/23 assumes receipt of a reduced 
management fee of £0.385m, with the City Council also paying the operator 

£0.255m to offset the significant increase in energy costs that took effect part way 
through the year. The draft budget for 2023/24 assumed the receipt of the full 
management fee of £0.508m but with the council also paying £0.523m towards the 

energy costs. A report elsewhere on the agenda indicates that energy efficiency 
measures could be introduced to mitigate these costs. Therefore, the revised draft 

budget assumes a reduced contribution of £0.315m. There remains a risk that the 
management fee is not received in full for 2023/24, which is discussed further in 
section 10.3. 

 
Pensions Costs 

 
2.8 The latest triennial actuarial valuation was received in 2022. The actuary has 

confirmed that the underlying investment value has continued to increase and that 

the fund is close to being fully-funded. As a result, the annual back-funding payment 
of £1.1m is now £0.255m, a reduction of £0.845m. 

 
Income and Efficiency Plan 
 

2.9 The Income and Efficiency Plan adopted in 2021/22 is now completed. 
 

2.10 The draft MTFP presented in this report suggests that further efficiencies and/or 
income growth will be needed to achieve a balanced budget in future years. A new 
Income and Efficiency Plan will be developed during 2023 and presented to this 

committee. 
 

County-wide collaboration 
 

2.11 The City Council seeks to work closely with neighbouring councils and the County 

Council where there are benefits to be derived. There are two main areas of focus: 
collaboration on business rates retention and collaboration on service delivery. 

 
2.12 For several years the City Council has been a member of the Worcestershire 

Business Rates Pool and the benefit to the City Council for 2022/23 is forecast as 

£0.463m. The Budget for 2023/24 assumes that this arrangement will continue to 
generate growth income. However, the pool will now include Herefordshire County 

Council, which will result in a higher proportion of that growth being retained locally. 
The Committee will be advised of the total to be retained one the full effect of local 

business rates is identified.  
 



 

2.13 In respect of collaboration on service delivery, the City Council participates in several 
shared services with other local councils that provide considerable economies of 

scale. In respect of the County Council, it was agreed, in 2019, that the City Council 
would contribute £157k per annum to the costs of delivering library services across 
two sites in the city (Warndon and St Johns libraries) to support their community 

benefit. Following inflationary increases this budget has increased to £178k. The 
revised MTFP assumes that this funding is discontinued for 2023/24 as the delivery 

of library services is a County Council function. 
 
2.14 The Council participates in a management partnership across South Worcestershire 

for Revenues and Benefits services. In 2022, Civica gave notice to cease acting as 
the provider of the service and the function has been brought back in-house from 1 

January 2023, with Malvern Hills being the host Authority for employment purposes 
on the grounds that that presented the least cost option on transfer. This change has 

been cost neutral on a like-for-like basis (i.e. excluding the 2022/23 salary increase). 
Potential savings were identified in previous reports but two considerations identified 
during the transition process have mitigated these: 

 
 efficiency targets were built into the contract when it was awarded and the effect 

of these has been to achieve savings over time in real cash terms as well as 
reduce the staff base in line with falling activity volumes. The service is therefore 
now considered relatively lean 

 
 the oncost element has been increased as a result of the staff being brought into 

the Local Pension Scheme resulting in increased employer contributions. 
 

2.15 The Council also fully participates in the three-council approach to delivering its 

planning obligations through the South Worcestershire Development Partnership 
(SWDP). A review of the SWDP is currently underway and the costs of this exercise 

have previously been estimated. The MTFP includes remaining expected costs of 
£93k. However, recent review of the work required has indicated that these costs 
may need to be revised to £198k, although this is dependent on the shape that the 

SWDP review takes. In order to ensure that its obligations to the partnership can be 
met, an additional allowance of £105k has therefore been made.       

  
 Members’ allowances 
 

2.16 The Independent Remuneration Panel has reviewed Members allowances and a 
report of its findings is currently being prepared. A proposal will be presented to Full 

Council at its meeting of 28 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 

 
2.17 Subsequent to the meeting of 13 December 2022, the draft budget proposals have 

been revised in the light of: 

 
 The provisional Local Government Finance Settlement published on 19 December 

2022 
 Further financial information 

 Consultation with the public. 
 



 

2.18 Proposals brought forward to any of the Council’s policy Committees 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 business rates 
multiplier will be frozen for 2023/24.  It will remain at 49.9p (small business 

multiplier) and 51.2p (national business multiplier). Councils will be compensated for 
the freeze up to the RPI. The Minister also confirmed that the delayed review of Local 

Government funding and any proposals for Councils to retain 75% of business rates 
growth (compared to 50% at present) will not be carried out before 2024/25. No 

agreement has yet been made on how any redistribution of resources resulting from 
the review and revaluation will be made. Therefore, no assumptions have been made 
about business rates income growth from 2023/24 onwards. Further considerations 

in respect of this are covered in the Risk Implications section below. 
 

3.2 Awards for New Homes bonus (NHB) finished in 2022/23, including any legacy 
payments. However, the Government has extended the scheme for one further year 
and the Council has received £83k. The Government still intends to issue new 

proposals for replacing NHB and these are expected during 2023. In the budget 
statement, the Government stated an intention to maintain funding levels for 

2024/25 although no detail was provided.  
 

3.3 Services Grant – as part of the settlement for 2022/23 the Government announced a 

new grant to support the provision of essential services. This has been extended for 
2023/24 and is worth £101k. 

 
3.4 Funding Guarantee – this is a new one-off grant introduced to maintain each 

council’s core spending power for 2023/24. This is to ensure that each Council 

receives a sum to enable it to continue providing services at a level that the 
Government has identified as appropriate. It sustains the principle that there is no 

reduction in core spending power between one financial year and the next. For this 
council it is worth £981k in 2023/24. 

 

3.5 The 2023/24 settlement allows for a maximum of a 2.99% increase in Council Tax 
without the requirement to hold a referendum. The proposed budget therefore 

includes an expected increase of £6.01 for Council Tax in line with this approved 
allowance. This, taken together with the 1.31% increase in the Council Tax base set 
by the Committee at its meeting of 13 December 2022, results in an overall increase 

in Council Tax revenue of £286k over 2022/23. 
 

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. There have also 
been amendments to the Capital Programme. These and the associated Minimum 

Revenue Provision (MRP) charge are noted in section 6. 
 

 



 

4.2 The changes set out above are summarised in Table 2 below, showing revisions to 
the Forecast Net Budget presented to the Committee on 13 December 2022. A full 

version of the MTFP is provided at Appendix 1. A summary of the revenue budgets 
for the services that fall under the remit of this committee are shown at Appendix 
3. 

 
 Table 2: Budget changes since 13 December 2022 

Net Budget 2023/24 2024/25 2025/26 2026/27 2027/28 
 £000 £000 £000 £000 £000 

Forecast – Dec 2022 13,732 14,517 15,440 16,232 16,896 

Shared Service budgets      71   71   71   71   71 

Cease Libraries support     (178) (178) (178) (178) (178) 

Business Rates payable       (60)   (60)   (60)   (60)  (60) 

Car park income - reduce 

budget by £150k (4%) 
     150  150  150  150  150 

Car park income - remove 30 

mins/1 hour tariffs 
    (55)   (55)   (55)   (55)  (55) 

SWDP costs     105  105  105  105  100 

Leisure Services     (208)   (208)   208)  (208)   (208) 

Revised Forecast 13,557 14,342 15,266 16,057 16,722 

 
The rationale changes for each of these changes is as follows: 

 
a. Shared Service budgets – The Revenues and Benefits Service have advised that 

the higher than budget pay award for 2022/23 means that the draft budget for 
2023/24 needs to be increased by £71k; the shared service has assumed a pay 
increase in line with 2022/23, whereas this Council has assumed an increase of 

5% 
 

b. Libraries support – the budget for supporting the County Council on operating 
libraires in the city is £178k and it is proposed to end this agreement, as per 
paragraph 2.13; 

 
c. Business Rates payable – the property revaluation which is effective from 1 

April 2023 includes a reduction on the values of the Council’s properties and an 
estimated £60k saving in the amount payable for 2023/24; 

 
d. Car park income – as noted in para 2.6, the income budget has been reduced 

by £150k to reflect the overall decline in income; 

 
e. Car park income – the draft MTFP in December included a proposed increase in 

car park tariffs. This change has now been extended to include the removal of 
the shortest tariff at each car park to encourage longer stays in the city centre 
with an estimated increase in income of £55k; 

 
f. SWDP – as noted in paragraph 2.15 the 2023/24 budget for SWDP costs has 

been advised as £198k compared to the draft budget assumption of £93k, a 
budget pressure of £105k. 

 

4.3 The overall impact of these changes and the settlement, taking into account all other 
matters, is to produce an expected budget deficit of £1.706m, which is to be funded 

by a transfer from reserves, including reserves established to receive grant income, 



 

of which a proportion can be charged to existing costs. Any proposals with ongoing 
revenue impact presented by Committees or received at the meeting, and approved, 

will need to be included in the figures presented to Council at its meeting of 21 
February 2023. Table 3 summarises the financing position and the resulting budget 
gap, as presented in full in Appendix 1.  

 
Table 3: External financing and resulting budget gap 

Budget Financing 2023/24 2024/25 2025/26 2026/27 2027/28 
 £000 £000 £000 £000 £000 

Forecast – Dec 2022 10,686 10,936 11,216 11,419 11,624 

Services grant 101     

New Homes Bonus 83     

Funding Guarantee 981     

Revised Forecast 11,851 10,936 11,216 11,419 11,624 

 

 
Net Budget Gap 2023/24 2024/25 2025/26 2026/27 2027/28 
 £000 £000 £000 £000 £000 

Forecast – Dec 2022 3,046 3,581 4,225 4,813 5,272 

      

Revised Forecast 1,706 3,406 4,050 4,638 5,097 

 
 

4.4 The changes noted for Budget Financing were advised as part of the Government’s 
Finance Settlement received in December. They are all for one year only but the 

Government’s commitment to the principle of core spending power being maintained 
should guarantee that this level of funding continues going forward. If this does 

prove to be the case the future Budget Gap would be reduced as shown in Table 4 
below. 
 

Table 4: Revised MTFP based on no reduction in core spending power 

Net Budget Gap 2022/23 2023/24 2024/25 2025/26 2026/27 
 £000 £000 £000 £000 £000 

Revised Forecast above 1,706 3,406 4,050 4,638 5,027 

Services grant (101) (101) (101) (101) (101) 

New Homes Bonus (83) (83) (83) (83) (83) 

Funding Guarantee  (981) (981) (981) (981) (981) 

Revised Forecast 1,706 2,241 2,884 3,473 3,932 

 
 

4.5 The Council has two opportunities for cost reductions that will help reduce the deficit 
further from 2023/24 onwards: 
 

 The potential allocation of existing overheads against grants received e.g. 
Housing Support grant, UKSPF, and contributions from other capital projects 

 
 The potential re-purposing £0.571m of existing earmarked reserves. A number 

of old reserves have been identified where the project is either completed or 

no longer planned. However, this would be only a one-year improvement to 
the 2023/24 budget. 



 

 
Housing Support Grant is not included in the Core Spending Power calculations. 

Consequently, its use is only included in 2023/24. Further decisions about the 
phasing of the release of this grant to support revenue costs will be presented for 
consideration at a future meeting of the Communities Committee during 2023. It is 

proposed to utilise £489k of this grant to support work on reducing homelessness 
that would otherwise be charged to the General Fund in 2023/24. 

 
4.6 As set out in the draft budget report of 13 December, the Council has identified 

£190k of costs that can be allocated to major capital programmes such as the Future 

High Streets Fund and Town Investment Plan Fund in 2023/24. Analysis of funding 
streams, such as UKSPF and Green Homes Grants and of planned capital works has 

indicated that this can be increased to approximately £500k in the short term, 
releasing a further £310k from the General Fund budgeted costs.  

 
4.7 If these assumptions and opportunities come to fruition, this will reduce the 

projected deficit for 2023/24 to £0.336m. However, a budget deficit would arise from 

2024/25 as cost increases will continue to exceed income increases. Therefore a new 
Income and Efficiencies Plan is required as set out above. 

 
5. Budget consultation and development 

 

5.1 Opportunities for stakeholders to contribute to the budget-setting process followed 
the same process as the 2022/23 budget, through three activities: 

 
 public consultation 
 all-member presentation in October 2022 

 scrutiny of existing budgets in October and December 2022 and formal 
submissions for budget votes from the Place and Economic Development 

Committee, the Environment and Communities Committees, and the Health and 
Wellbeing committee in January 2023. 

 

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. 1,214 

responses were received, along with 9 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 were the 

same as in the 2021 survey, although in a different order. These are: 

 Making Worcester a city where residents and visitors feel safe  
 Support for Housing and Homelessness 

 Supporting local businesses and getting people back to work. 

5.5 The Council continues to support CCTV and other arrangements to improve security. 

The full set of CCTV cameras have been updated in recent years, including through 
partnership arrangements with the University, and the costs of shared services with 

Wychavon Council for monitoring of CCTV have been recently finalised. This 



 

represents an increase in costs funded from reserves. The Council is also working 
with local partners to help reduce domestic violence and has agreed a proposal to 

identify suitable properties to support those fleeing from domestic violence. This is 
alongside participating in the new Herefordshire & Worcestershire Integrated Care 
Partnership and The Development of a Worcester City District Collaborative, 

overseen by the Health & Wellbeing Committee.  

5.6 As noted above, an additional £489k is being included in the budget from the 

Housing Support Grant Reserve and the Council has recently sought to procure a 
new 5-year contract for AccessAble to continue to provide support for those with 
specific access needs. 

5.7 The Council continues to try to increase the level of short-term accommodation 
available within the city to keep at-risk families housed while longer-term suitable 

accommodation is secured and avoid the Council needing to use more expensive 
third-party accommodation. Following a detailed review of needs, the Council has 

produced a Homelessness Reduction Strategy and during 2023/24 will consider 
opportunities to secure affordable housing. One such proposal is considered 
elsewhere on the agenda.   

5.8 There will also be continuation of DWAS funding to help people with low income 
moving into their home, and continuation of financial support to the Foodbank and 

the use of a Hardship Fund to help those struggling with Council Tax and Universal 
Credit.   

5.9 The UK Shared Prosperity Fund is being utilised in 2023/24 to continue work to 

support business and employment opportunities following the closure of Economic 
Regional Development Fund. This includes £243k for business support measures to 

drive employment growth and £75k to support research and development by local 
businesses on new products and services. 

5.10 A schedule of revised fees and charges was considered and agreed by the Income 

Management Sub-committee at its meeting of 1 February, 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. Car parking charges have not been increased for 14 
years and there is a proposed increase by an average 9%. In addition, the shortest 

period tariff at each car park has been removed to encourage longer stays in the 
city. The report of the Income Management Sub-committee is presented elsewhere 

on the agenda for recommendation to Full Council as part of the budget-setting 
process. The proposed increases have been incorporated into the MTFP along with all 
other proposed changes in fees and charges, as per the process used for previous 

budgets. 
 

5.11 During January, the Environment Committee, Communities Committee, Health and 
Wellbeing Committee, Place and Economic Development Committee and the Policy 
and Resources Committee considered potential changes to the budget estimates 

previously reviewed by each committee at its meeting in November. Proposals 
received from the other policy committees are presented elsewhere on the agenda 

for consideration. 
 
 

 
 



 

 
6. Capital Programme 2022/23 to 2026/27 

 
6.1 An overall capital programme of £42.230m is proposed and is shown in Appendix 2. 

This compares to a programme of £40.975m previously proposed for 2023/24 to 

2027/28. 
  

6.2 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 for 2023/24 are 

shown in Table 5. 
 

 Table 5: additions to five year capital programme 

 2023/24 Expected 

Total 
2023/24 to 

2027/28 

 Previous 

programme 
Feb 2022 

Revised 

programme 
Feb 2023 

 £000 £000 £000 

Future High Streets Fund 7,349 12,712 13,005 

Towns Fund 2,920 3,311 12,751 

Arches project 0 1,094 1,094 

Vehicle Replacement Programme 1,317 2,132 5,785 

 

6.3 In addition, an allowance has been made in the capital programme for the 
development of facilities for food waste collection in 2024/25. This is a requirement 
under the Environment Act 2021and has been allowed for based on estimates made 

by the relevant officers. The Department for the Environment, Food and Rural Affairs 
(DeFRA) has received £0.6bn additional funding to implement this proposal and it is 

assumed therefore that the scheme will be funded by capital grant.  
 

6.4 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 6. The full programme is provided at Appendix 2. 

 
Table 6: Proposed capital funding 2023/24 to 2027/28 

Financing Source 2023/24 2024/25 2025/26 2026/27 2027/28 2023-28 

  £000 £000 £000 £000 £000 £000 

External Grants 16,410 6,630 5,653 688 688 30,068 

S106 Contributions 0 0 0 0 0 0 

Earmarked Reserves 96 200 0 0 0 296 

Capital Receipts 1,256 250 250 250 250 2,256 

Revenue Financing 0 0 0 0 0 0 



 

Borrowing 4,842 1,414 2,155 749 540 9,700 

TOTAL 22,604 8,494 8,058 1,686 1,478 42,320 

 
6.5 The revenue implications of the capital financing proposals are reported to the 

Committee in the Treasury Management Strategy Statement 2023/24, which is 
included as Appendix 5 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 in 2019 and updated 
in March 2022 are in line with the regulations and the Prudential Code on Capital 
Accounting published by CIPFA in February 2018. These will be updated for 2023/24 

and detail the strategic approach to borrowing and investment of the Council in the 
coming year and over the lifetime of the MTFP.  They will be presented to this 

committee at the meeting in March. 
 

7. Impact on reserves 

 
7.1 The Council’s policy is to maintain a minimum of £1.1m in General reserves, above 

and beyond any service-specific or risks reserves that are required for a specified 
purpose. 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 2023 these reserves are 

forecast to have a balance of £0.4m with a net additional £0.8m, relating to business 
rates spreading, due to be received on 1 April 2023. This will leave a balance of 
£1.2m on the reserve. However, the impact of transfers resulting from this budget 

will reduce the balance to £0.8m. This is below the level required by previously 
agreed policies of the Committee. 

 
7.3 As noted in section 4 above, the budget deficits projected for the years 2024/25 

onwards mean that there will be a reliance on funding from reserves to meet a 

balanced budget. The Council will therefore need to increase its income and/or 
generate cost reductions to enable a balanced budget to be set for 2024/25 

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, or from additional 

Government funding. 
  

Budget Proposals 
 

7.4 The policy committees have reviewed various new budget proposals. Those that are 

considered appropriate have been forwarded to this Committee for further 
consideration and are presented elsewhere on the agenda. 

 
7.5 The Committee is asked to review the various proposals and determine which should 

be recommended to Council for approval in the MTFP 2023-2028, and identify the 

relevant reserves, if any, to be used. 
 



 

7.6  The level of projected earmarked reserves is shown in Table 7: 
 

Table 7: Projected earmarked reserves at 31 March 2023 

  

 
 

 
7.7 To mitigate the impact of the budget gap on risk reserves, a review of all existing 

reserves has been undertaken. Reserves that can be released as the related activity 

is complete or discontinued, have projected balances of £246k at 31 March 2023. 
Reserves that are available for work that can be discontinued or where the balance is 

considered to be higher than currently necessary amount to £333k. Details of these 
reserves are provided in Appendix 4. Utilising these reserves will leave a remaining 
budget gap of £0.336m to be drawn from the risk reserves, leaving a balance of 

£0.8m (including the £0.8m contribution expected).  
 

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 £1,706k which will result in a balanced budget for 2023/24. 

 
10.2 Legal and Governance Implications 

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

 

Reserve

 Balance at 

31 March 

2022 

Transfer to 

Reserves

Transfer from 

Reserves

Reclassificati

ons between 

Reserves

Forecast 

Balance at 31 

March 2023

Uncommitted 

Reserves

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

TRANSFORMATION FUND 116 0 (22) 0 93 0

INCOME GENERATION FUND 216 0 (52) 0 164 24

SERVICE SPECIFIC EARMARKED RESERVES 4,324 852 (1,992) 135 3,318 0

SMALL PROJECTS DEVELOPMENT FUND 62 0 0 0 62 0

CITY PLAN FUND 2,545 0 (894) 513 2,163 0

RISKS FUND 9,504 0 (8,455) (648) 401 208

CITY DELIVERY FUND 367 0 (145) 0 222 0

MUSEUM RESERVE 298 0 (29) 0 269 0

TOTAL RESERVES 17,433 852 (11,591) 0 6,694 231



 

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 2023/24, while indicating that core spending power would be maintained for two 
years, gave no guarantees of this and did not definitely rule out that the previously 

planned reviews of funding of local government and business rates. The New Homes 
Bonus is also to be replaced and the level of funding that this will provide is, as yet, 

unknown. 
 
The Council is also now in a position of increased reliance on external funding to 

support activities. This requires funds to be targeted to specific functions, the 
continuation of which is dependent on the funding itself being continued. In addition, 

if priorities change in year or, for whatever reason, the planned funding is 
discontinued or rephased, there will be an overcommitment of costs which may 
require in-year budget reductions to be identified. As identified in paragraph 4.6, this 

presents a risk of up to £500k for 2023/24 and cannot be continued beyond the life 
of existing grants, unless new grant funding streams are identified. 

 
Macro-economic circumstances 
 

The Covid-19 pandemic, the subsequent war in Ukraine and the cost of living crisis 
have had a significant effect on the Council’s operations and its finances.  

 
The budget proposed by the City Council for 2023/24 largely assumes that 
conditions will have largely returned to normal. However, specifically; 

 
 Income from car parking is currently achieving 90% of the pre-pandemic level 

and has been at this level for several months. Although there is no hard 
evidence, the reduction is attributed to greater working from home and 
internet shopping. This is therefore likely to be a long-term trend and the 

budget has been reduced by £150k (4%) in partial recognition of this. 
 

 Leisure Services – The Council’s leisure centres are managed by a third party 
and the council receives a management fee, for which the 2023/24 budget is 
£0.509m. the council faces two issues: 

 
o Since the pandemic, when no fee was received, the income has steadily 

increased and the forecast for 2022/23 is to receive £0.375m, a 
shortfall of £88k. The budget for 2023/24 assumes activity levels will 
have returned to the pre-pandemic level and that the full budgeted 

management fee will be received. However, the operator is flagging a 
risk that this may not be achieved by up to £0.3m; 

 
o The operator is facing a significant increase in energy costs for running 

the leisure centres. The Council has provided support for 2022/23 of 
£0.255m and has budgeted a further £0.315m for 2023/24. 



 

 
 Council Tax collection rate – the receipt of Council Tax has continued to meet 

the budget despite the effects of the pandemic. The 2023/24 budget assumes 
the collection rate is in line with previous years. If this is not the case, 
payments could still be collected in future years.  

 
 Business Rates collection rate - the receipt of Business Rates has continued to 

fall short of the budget due to the effects of the pandemic on the local 
economy. The situation is slowly improving and is currently 78.1% against the 
budget of 83.2%. The 2023/24 budget assumes that the collection rate is in 

line with the years pre the pandemic. If this is not the case, payments could 
still be collected in future years. 

 
Fair Funding 

 
Changes in the national economy including Brexit and the Covid-19 pandemic have 
delayed the Government’s publication of the Fair Funding review. However, DLUHC 

has confirmed that there is still an intention to review local government finances with 
the intention of establishing a fair distribution of resources across all councils but 

that this will not take place until after 2025. 
 
Business rates retention 

 
As part of the 2023/24 settlement, DLUHC indicated that there will still be a full 

business rates reset, but with the implementation date yet to be decided. 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. In 2021/22 the Council identified 

business rates growth of £1.54m above the baseline. Of which 50% (£0.774) is 
retained. This sum is at risk. A risk reserve of a minimum of £0.75m for two years 

totalling £1.4m was established to help mitigate this risk should it arise. However, 
this has now reduced to £0.8m as at 1 April 2023, including the £0.8m expected in 
April 2023 and before allowing for any transfer arising from the 2023/24 budget 

requirement. 
 

New Homes Bonus 
 
2022/23 was the final year of funding from NHB, with all residual funding form 

previous settlements being exhausted. It had previously been said that it 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. However, for 2023/24 the scheme has been 
continued as a one-off extension, with no legacy payments for future years. The 

MTFP does not reflect any new income from this source as the proposals are not yet 
clear. However, a re-modelled MTFP which allows for a minimum level of core 

spending power (of which NHB is a component) has been presented as part of this 
report. 
 

Income risk 
 

As a result of reduced Government Funding, the Council is now reliant on income 
from services and investments to maintain its functions. In total, the Council has 

budgeted income for 2023/24 from fees and charges of £9.0m and £3.0m of Other 
Income, which includes property rental income. As a total of £12.0m, this is greater 



 

than the £10.7m that the Council generates from Council Tax and Business Rates 
taken together. 

 
To mitigate the impact of reductions in income from fees and charges, the Council 
holds an Income Risk Reserve. At 31 March 2023 this is forecast to hold a balance of 

£0.2m.  
 

The approach to mitigating risk in respect of investment activities is set out in the 
Capital Strategy and Investment Strategy.  
 

The Council has also identified opportunities to allocate costs to capital programmes. 
Revenues costs can only be allocated to capital programmes where they directly 

relate to the creation of an asset or the development of an existing asset which 
increases its value. In the event that the programmes do not proceed as planned 

and/or the costs are not deemed to by capitalizable, they will be written off to 
revenue budgets. This creates a risk of up to £0.5m in 2023/24, as per paragraphs 
4.5 and 4.6.  

   
10.4 Corporate/Policy Implications 

 
The Council is required to produce a balance budget for the forthcoming year and an 
Medium Term Financial Plan setting out the financial forecasts for the next 5 years. 

 
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 2022/23 and 2023/24 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: None 
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