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FINANCIAL PLAN 2014/15 – 2016/17 

 
 

1 Purpose of Report 

 
1.1 The purpose of this report is to present an updated financial forecast for the 
 Council for the next three years.  
 

2 Recommendations 

 
2.1 That: 

 
(a) the Financial Plan 2014/15 - 2016/17 be noted; 
(b) the Capital Programme 2013/14 - 2016/17 be noted; 
(c) the General Fund working balance be determined as part of the Risk 

Analysis undertaken in finalising the preparation of the 2014/15 budget. 
(d) the principles set out in the Council’s Financial Plan be adopted in 
 finalising the preparation of the 2014/15 budget. 
(e) The level of Council tax for 2014-15 to be determined following the 

outcome of the Government consultations ; the level of Council Tax 
Compensation available and preparation of the detailed budgets for 2014-
15 to 2016-17.  

 

3 Key Issues and Reasons for Recommendation 

 
3.1 The report sets out the Council’s forecast financial position for the next three 

years incorporating anticipated spending pressures and savings already 
identified.  Financial resources available to the Council over the three year 
period are also set out along with the efficiency savings that are required to be 
found. There is currently great uncertainty over how the Government will fund 
Councils into the future and although a balanced budget exists for 2014-15 
details of the outcome of consultations on the 2015-16 Financial Settlement and 
the proposed pooling of New Homes Bonus in 2015-16 are still awaited.  
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4 Relationship to Corporate Priorities 

 
4.1 The revenue budget and capital programme reflect the Council’s priorities. 

 

5 Report Detail  

 
5.1 Background 
 
5.1.1 The Council adopted its current Financial Plan in February 2013 as part of the 

formal budget setting process.. Since the adoption of the plan, the new Financial 
Regime has been implemented; the Government’s 2013 Spending Review 
undertaken and indicative allocations provided by the Government for 2015-16.  
This report provides a fresh look at the latest position. 

 
5.1.2 The Financial Plan has been reviewed and is attached as APPENDIX 1.  It 

includes revised estimates of future funding taking into account government 
announcements made in the spending review in June 2013 and consultation 
papers published since then, as well as other known spending pressures.  

 
5.2 Forecast Position - Revenue 
 
5.2.1 The starting point for the 2014/15 year is the budget of £11.985 million agreed 

for 2013/14; and consisted of  £12.178 million for portfolio spending with 
Investment Income; Technical Adjustments of  £0.512 million and New Homes 
Bonus Grant of £(0.705) million. 

 
5.2.2 The Financial Plan includes the following assumptions: 

 

• The Financial Plan assumes that pay awards will be 1% in 2014/15 and     
2015/16 rising to 2% in 2016/17. The government announced in the 2013 
Budget that the 1% cap on public sector pay rises would be extended to 
2015/16.  
 

• Inflation has been included at £193,000 from 2014/15 onwards which 
equates to a 2% increase on relevant contracts. The Bank of England 
Quarterly Inflation Report in August recognised that the outlook for inflation 
remains highly uncertain. It has therefore been included at the MPC target 
rate of 2% on relevant contracts. 

 

• Items of unavoidable growth. Provision needs to be made in the budget for 
items that the Council is committed to spend and needs to incur in order to 
continue with the current standard of service. The items are discussed below 
and are split between those that are increases to future net spending and 
those that reduce future net spending. 
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5.3 Spending Pressures 
 
5.3.1 The following spending pressures and income reductions have been included in 

the Financial Plan: 
 

• National insurance contributions rebate – the Council currently benefits from 
a lower rate of Employer’s National Insurance in respect of employees who 
are members of the Local Government Pension Scheme.  The government 
have announced that this rebate will end as part of the introduction of the 
Single State Pension in April 2016.  It is currently anticipated that additional 
National Insurance Contributions will amount to £230,000 a year from 
2016/17 onwards; 
 

• Employer Contributions – the results of the 2013 Actuarial Valuation of the 
Pension Fund are currently being evaluated however it is expected that 
Employer Contributions will increase with effect from April 2014  by 2% per 
annum each year as compared to the 1% increase reflected in last year’s 
Financial Plan; 
 

• The Government have recently announced details of the Specific Grant for 
Housing Benefit subsidy purposes. The subsidy is now split between 
Housing and Local Council Tax support and is administered by Department 
for Works and Pensions and Department for Communities and Local 
Government respectively. The overall impact sees a reduction in grant of 
12% for 2014-15 some £18,000 more than expected in the previous 
Financial Plan, and further similar annual reductions have been projected 
forward for 2015-16 and 2016-17.  

 

• Fees and Charges – income for the first six months is 4.8% down on the 
budget however this reflects both under (including one–off variations) and 
over achievements of targets. A full assessment will be made as part of the 
detailed budget and at this stage a reduction of £150,000 has been made 
reflecting a continuation of the outturn figures for 2012-13  

 
 

5.4      Savings and sources of additional income 
 
5.4.1 The following savings and sources of additional income have already been 

identified and have been included in the Financial Plan: 
 

• Discretionary Rate Relief – savings amounting to £33,000 a year have been 
included in the Plan as a result of changes in the treatment of reliefs under 
the new Business Rates Retention Scheme;  
 

• Senior Management Restructure – Council at its meeting of 10 April 2013 
approved the deletion of the Head of Environmental Services post providing 
on-going savings of £83,000 per annum. 
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• Civic Building sharing of accommodation – provision of £210,000 exists 
within the 2014-15 Plan for the sharing of accommodation with other 
partners. Independent Futures and Staffordshire Partnership Trust are 
currently occupying part of the Civic Building with other partners envisaged 
to move into the building during the current year. 

 

•  Efficiency savings – in light of the financial difficulties facing the council , 
Heads of Service were set savings targets for 2014-15. The savings have 
been targeted at efficiency measures whereby there is no or minor impact 
upon service provision to the public  The savings amount to £480,000 in a 
full year.  

 
5.5 Available Resources 
 
5.5.1 The Council’s revenue budget covers day to day spending on the services 

provided by the Council. It is currently financed from the following sources: 
 

• Central government grant called Revenue Support Grant (RSG); 

• Government Grants (other); 

• Business Rates Retention Scheme - Government support in the form of 
retained business rates.  The funding is variable depending on actual 
business rates collected compared with the Government’s baseline for the 
Council; 

• Council Tax income; and 

• Use of reserves – both general and earmarked.  
 
5.5.2 There is currently great uncertainty over how the Government will fund Councils 

into the future. Local government, along with other parts of the public sector, is 
currently facing significant cuts to its Formula Grant funding from central 
government. It has already been announced that there will be a further 1% cut in 
Formula Grant for 2014/15 onwards when compared with the indicative 
settlement for 2014/15 provisionally announced last December.   

 
5.5.3 Over the summer, the Government also consulted on proposals that will mean 

that the Council will face a further significant cut in Formula Grant of around 
15.5% in 2015/16 when compared with the indicative award for 2014/15.  The 
combined effect is an additional  reduction in resources of £66,000 in 2014-15 
and £350,000 in 2015-16 as compared to  the £937,000 and £691,000 already 
budgeted for. We are currently awaiting the outcome of this consultation.  

  
  
5.5.4 Although an indication of the Formula Grant award has been provided for 

2015/16, the award for 2016/17 is still unknown. However, clear indications have 
been given that reductions in public expenditure will continue for the foreseeable 
future with the firm likelihood that Revenue Support Grant will eventually 
disappear completely. The Formula Grant figures included in the Financial Plan 
include our best estimate for 2016/17 based on the assumption that significant 
reductions in Formula Grant will continue.  
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5.5.5 New Homes Bonus  
A further government consultation published in the Summer consulted on 
proposals to top-slice £400 million nationally from New Homes Bonus awards to 
kick start the Single Growth Fund in response to Lord Heseltine’s report ‘No 
Stone Unturned in Pursuit of Growth’. 
 
The New Homes Bonus Grant  incentivises local authorities to increase housing 
supply by paying them a New Homes Bonus grant, equal to the national average 
council tax band on each additional property and paid for the following six years 
as an un-ring-fenced grant. For each new home using Band D as an example, 
the Council will receive £1,151 each year for six years. There will be an 
enhancement for new affordable homes of £280 per home per annum.  
 
The Financial Plan as approved by Council last year assumed that the New 
Homes Bonus Grant will increase by an additional £215,000 per annum.. As this 
grant depends on the number of new properties liable for Council Tax, it is now 
subject to regular review as this funding source for future years could vary 
considerably.   
 
The consultation sought views on mechanisms for the pooling of £400 million 
through local enterprise partnerships to support strategic housing and other local 
growth priorities. Two key options were consulted upon as follows: 

 

• Option 1 - an equal percentage of New Homes Bonus allocations to be 
pooled by authorities; 

• Option 2 - in areas with two tiers of local government such as Cannock 
Chase, upper tier authorities would surrender their entire New Homes 
Bonus allocation with the balance coming from the lower tier. 

 
5.5.6 The consultation closed in mid-September and the outcome is expected shortly. 

Option 1 would see the Council losing  £400,000 of New Homes Bonus Grant 
whereas Option 2 would see a reduction of £212,000 per annum. 

 
5.5.7 A further impact to the amount of support that the Council can expect is the 

Business Rates Retention Scheme which incentivises Councils to promote 
economic growth in their area as they will be entitled to retain a share of 
business rates growth.   

 
5.5.8 The Business Rates Retention Scheme forms part of the new Funding Regime 

for Local Government. The details of the scheme were still being finalised at the 
time of last years formal budget setting, and hence a prudent approach was 
adopted. 

 
5.5.9 Provisional forecasts at that time indicated that additional resources may be 

available to the Council although the risk of businesses ceasing trading resulting 
in reduced business rates income and the impact of the current backlog of 
appeals against rating valuations needed to be factored in. 
 

5.5.10 In accordance with the Local Government Settlement, the Financial Plan 
anticipates £2.742 million of core funding Government Support in the form of 
Retained Business Rates in 2014/15.  This is anticipated to increase annually in 
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line with the rate of inflation. The funding is variable depending on actual 
business rates collected compared with the Government’s baseline for the 
Council.  If the baseline is exceeded the Council retains 20% of the growth with 
a further 20% (levy saved) being paid over to the Greater Birmingham and 
Solihull  Business Rates Pool that the Council is a member of. A different 
mechanism applies if the baseline is not met. 

 
5.5.11 The Plan assumes that the Council will receive additional funding of £474,000 a 

year from the Business Rates Retention Scheme in respect of “growth“ 
compared with the Government’s baseline,  which is our current best estimate of 
the Business Rates due directly to the Council. A large number of appeals are 
still outstanding however experience to date indicates that that level is 
sustainable from 2014-15 onwards. As this income depends on changes to the 
Rateable Value of properties, the number of void or empty properties and the 
level of relief (mandatory and discretionary granted)  it is now subject to regular 
review as this funding source for future years could vary considerably. 

  
5.5.12 A further uncertainty exists in relation to the treatment of Small Business Rates 

Relief within the new Financial Regime. Small Businesses have traditionally 
been entitled to 50% relief for Rateable Values up to £6,000 with a tapering relief 
thereafter up to £12,000.  The scheme was amended in October 2010 to provide 
100% relief up to £6,000 and tapering thereafter. The amendment was extended 
up to the present date with the 2013-14 amendment being classed as a New 
Burden under the Rates Retention Scheme, the Council is therefore estimated to 
receive in the region of £420,000 additional grant income in 2013-14. Should the 
amendment similarly apply in 2014-15, a similar grant will apply, whereas if the 
additional relief is discontinued, Business Rates income to the authority will 
increase and the allocation principles as outlined in paragraph 5.5.10 will apply 
with the Council retaining 20% of the additional income. 

 
5.5.13 Council Tax for the purposes of the Financial Plan  has been assumed to 

increase with the indicative increases as reflected in the Financial Plan approved 
by Council In February 2013..However the actual Council tax level will be set as 
part of the formal budget setting process following a recommendation to Council 
from Cabinet in January 2014. Council tax will be dependant upon the outcomes 
of the Governments consultation on the 2015-16 Financial Settlement; the 
treatment of New Homes Bonus pooling and the level of compensation grant 
available from the Government. 

. 
5.5.14 The Financial Plan assumes at this stage that there will be no contribution from 

balances to support the budget and further savings will need to be identified as 
part of the Medium Term strategy to meet any shortfall. Balances as such are 
used to enable the Council to mitigate the impact of downsizing, restructuring 
and to meet any associated severance/termination costs. 
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5.6 Options to reduce the budget gap 
 

5.6.1 The Council must set a balanced budget.  APPENDIX 1, line 8 sets out the 
efficiency savings that have already been agreed and it should be noted that a 
balanced budget  is currently forecast for 2014-15   

 
5.6.2 In determining a budget for 2014-15 however particular attention is required to 

future years projections and in particular the deficit forecast for 2015-16 and  
2016-17 of £571,000 and £813,000 respectively ( line 23 Appendix 1)   

 

5.6.3 The following options will be considered to reduce the gap over the period under 
consideration;  
 

 

• Use of General Fund Balances - the Local Government Finance Act 2002 
requires the Chief Financial Officer to make a recommendation to the Council 
as to the proper level of balances for each financial year. The Council’s policy 
is to maintain a minimum working balance reflecting the higher amount as 
determined by the Budget Risk analysis or 5.5% of net expenditure (Audit 
Commission Recommendation) ; 
 

• Other Reserves and Provisions - the Council has a number of earmarked 
reserves or amounts set aside for known future events some of which are 
available to support the budget. Some of these will be used in supporting the 
budget into the future; 

 

• The Council’s Priorities - it is important to continue to reflect clearly the 
Council’s priorities in its budget and the redirection of resources to those 
priorities; 

 

• Capital Programme – the programme had both direct and indirect revenue 
implications and the existing programme will be reviewed to ensure it reflects 
current priorities whereas new initiatives will also be evaluated based upon 
an Invest to Save criteria. 

 

• Capital Financing –the budget setting process will review both existing and 
forecast borrowing requirements to determine if alternative financing 
strategies are available including the use of Revenue Contributions to Capital 
Outlay. 
 

• External Funding - there are sources of funding available to local authorities 
to support specific initiatives.  It is necessary as part of budget setting to 
explore the availability of such funding; 
 

• Fees and Charges - a significant amount of support for the Council’s Budget 
comes from fees and charges. Key sources of fees and charges are 
development control (planning), building control fees, parking and market 
rents which are under the direct control of the Council. In addition to 
increasing fees and charges for current Council services it is possible to 
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consider charging for discretionary services and introducing new charges to 
raise new income streams; 
 

• Asset Management – in addition to the current sharing of accommodation 
initiatives, all other aspects of asset management including rationalisation of 
assets; disposal of land and building and invest to save initiatives including 
energy efficiency measures will be explored. 

 

• Senior Management Restructure – The senior management restructure is 
subject to regular review reflecting the Councils current and future budgetary 
requirements and future strategic needs .The restructure will be re-assessed 
as natural vacancies occur and In light of the deficit in 2016-17 a further 
strategic review will be undertaken.  

 

• Procurement  - The Council continues to review its procurement strategy to 
ensure services are commissioned that provide value for money and that 
prices are not only competitive but the services actually reflect the right level 
of demand. The Council have recently entered into a collaborative 
arrangement with Staffordshire County Council to deliver procurement 
savings and an analysis of spend is to be undertaken to prioritise work within 
this arrangement in order to maximise such savings. 

 

• Local Enterprise Partnership /Business Rate Pooling – The Council is a 
member of two LEPS and GBSLEP Business Rate pool and scope exists for 
efficiency saving/ contributions to core funding by the pooling and alignment 
of revenue and capital resources; sharing and developing economic 
development activities  and re-allocating resources to grant earning activities.  

 

• Efficiencies and service variations are constantly under review to deliver 
savings. However it is clear that with the background of significant cuts in 
Government support that this will not always be possible without impacting 
on service delivery. Alternative methods of service delivery exist including in–
house provision;  trust and partnership working and shared services and all 
such options provide opportunities to ensure services are provided in the 
most effective and efficient manner. 

 
5.6.4 Reserves and Balances comprise the Council’s general reserves, the working 

balance, and earmarked reserves. The general strategy for using unallocated 
reserves is that they are used to meet shortfalls in the net budget during the 
year. This is particularly important in the current economic circumstances when 
sources of income are particularly volatile. 
  

5.6.5 The Working Balance - the current policy is to maintain the level of the General 
Fund balance at a minimum of 5.5% of Net Expenditure or the determined Risk 
Analysis requirement which ever is the greater. The General Fund balance at 1 
April 2013 was £1.843 million. £0.730 million of that figure is set aside for the 
Working Balance resulting in £1,113,000 remaining to support the revenue 
Budget. In setting the 2013/14 budget it was anticipated that £100,000 of this 
remaining balance will be used to support the Budget resulting in £1,013,000 
being available to support the Budget over the period   
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5.6.6 The Chartered Institute of Finance and Accountancy (CIPFA) guidance states 
that a well-managed authority with a prudent approach to budgeting should be 
able to operate with a relatively low level of general reserves and that, in 
assessing the level of reserves, the Section 151 officer should take into account 
the strategic, operational and financial risks facing the authority.  The following 
are the risk areas that need to be taken into consideration when deciding on the 
minimum level of the General Fund balance:   

 
 

RISK Level of 
risk  

Explanation of risk/justification for cover 

Inflation Medium Inflation has been included in the Financial 
Plan. The government’s economic policy in 
conjunction with the Bank of England is to keep 
inflation low within the range assumed in the 
Financial Plan. 

Investment 
interest  

Medium The amount earned depends on the prevailing 
interest rates and the level of cash balances 
held.  

Major income 
sources: 

  

• Planning 
application 
fees 

Medium Dependent on economic conditions. 

• Building 
control fees 

Medium Dependent on economic conditions. 

• Car parking 
income 

Medium Certain amount of volatility based on demand. 

• Markets Medium Dependent on occupancy levels. 

• Cemeteries Medium  Dependent on capacity of cemeteries 

Spending 
pressures: 

  

• Waste and 
recycling 
targets 

Low The Council will need to reach recycling targets 
in order to maximise income from recycling 
credits.  

Funding Sources   

• New Homes 
Bonus 

High Although allocations for 2014-15 can be 
predicted accurately, the future level of funding 
is dependant upon completions of new 
properties and how much of the New Homes 
Bonus is subject to top slicing at national levels 
( Government Funding) and as part of the Local 
Growth Fund(transfer to LEP’s) 

• Volatility in 
Business 
Rates 

High The Council will be exposed to volatility or 
reduction in its business rates due to the failure 
or temporary closure of a key industry and 
successful appeals against Rateable Values 
and back dated refunds. Although this gives 
councils greater freedoms and removes 
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RISK Level of 
risk  

Explanation of risk/justification for cover 

dependency on central funding it passes on 
greater risks with not only pay awards and 
inflation entirely falling on the Council but also 
its core funding will reduce if Business Rates 
contracts. 

 
 

 
5.7 Capital Programme 2013/14 - 2016/17 

 

5.7.1 Council approved the current capital programme in February 2013 and the list of 
schemes included in the programme is set out in APPENDIX 2 for information. 
The programme has been reviewed to reflect slippage from the 2012/13 financial 
year, new schemes approved by Council since the programme was approved in 
February 2013 as well as changes in circumstances that have impacted on 
schemes in the Programme. 

 

 

6 Implications 

6.1 Financial  

The continued loss of Formula Funding from the Government is a key risk which will 
undoubtedly impact on the Council’s ability to deliver services in the future. 

The impact can be reduced (or increased) as a result of the New Financial Regime and 
the opportunities / risks associated with the Business Rates Retention scheme.  

6.2 Legal  

There are no legal implications resulting from this report.  

6.3 Human Resources 

There are no human resources implications resulting from this report.  

6.4 Section 17 (Crime Prevention) 

None 

6.5 Human Rights Act 

None 

6.6 Data Protection 

None  

6.7 Risk Management  
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Risk management issues have been covered in the report detail.  

6.8 Equality & Diversity 

None 

6.9 Best Value 

None 

 

7 Appendices to the Report 

Appendix 1 

Appendix 2 

 

 

Financial Plan 2014/15 -2016/17 

Capital Programme 2013/14 – 2016/17 

Previous Consideration 

Nil   
 

 

Background Papers 

 

File available in Financial Services 
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Appendix 1

2013/14 2014/15 2015/16 2016/17

£'000 £'000 £'000 £'000

Portfolio spending

1 Base 12,178 12,684 12,588 12,588

2 Pensions contributions increases -              90 180 270

3 NI rebate reduction -              -           -           230

4 Pay inflation -              -           (95) 146

5 Contractual inflation -              -           -           193

6 Fees and Charges Inflation -              -           -           (194)

7 Recharges -              -           (30) (172)

8 Efficiencies 280 (773) (773) (773)

9 12,458 12,001 11,870 12,288

10 Known variations 117 (66) 58 208

11 Sub Total 12,575 11,935 11,928 12,496

12 Investment interest (99) (99) (90) (90)

13 Technical items 632 731 773 753

14 Net spending 13,108 12,567 12,611 13,159

Financed By

15 Formula Grant (3,909) (2,906) (1,931) (1,664)

16 Business Rates Retention (2,661) (3,315) (3,372) (3,558)

17 Special grant - New Burdens SBRR (424) (212) (212) (212)

18 New Homes Bonus (705) (990) (978) (1,128)

19 Reserves 21 67 68 -           

20 Collection Fund (65) 240 - -           

21 Council Tax (5,266) (5,451) (5,615) (5,784)

22 Net financing (13,009) (12,567) (12,040) (12,346)

Saving Requirement 99 -                 571 813

Financial Plan 2014/15 to 2016/17

Line 

No.
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Appendix 2

Capital 

Programme

£

HOUSING GF 

Private Sector Housing 161,290

Disabled Facility Grants 1,740,770

Elizabeth Road 12,880

Affordable Housing 1,311,320

Total Housing General Fund 3,226,260

ENVIRONMENT 

Additional Cemetery Provision 1,500,000

Stile Cop Cemetery 295,000

Home Security Grants 127,240

Total Enviroment 1,922,240

CULTURE AND SPORT 

Bevan Lee Play Area 3,990
HLF Hednesford Park 2,397,540
Hednesford Signal Box 30,000
Hednesford ATP 980,000
Stadium Development 1,500,000

0

Total Culture and Sport 4,911,530

ECONOMIC REGENERATION AND PLANNING 

Mill Green

Economic Development & Physical Assets 400,000

Total Economic Regeneration and Planning 400,000

TOWN CENTRE REGENERATION 

Town Centre Improvement 368,210

Total Town Centre Regeneration 368,210

CORPORATE IMPROVEMENT 

Accomodation Sharing - Civic Centre 500,000

Total Corporate Improvement 500,000

TOTAL CAPITAL PROGRAMME 11,328,240

Capital Programme 2013/14 to 2015/16

 


