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Recommendation(s) for action or decision: 

 

The Panel is recommended to: 

 

1. Scrutinise the arrangements for: 

a. Ensuring adequate identification and management of budget risks; 

b. Budget planning and forecasting for future years. 
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1.0 Purpose 
 
1.1 To bring to the Panel’s attention, information about the Council's finances that has been 

reported to either the Cabinet and/or Cabinet (Resources) Panel since the last update, 
including: 
 
Reports relating to Monitoring of the Council’s Budgets 
 

 Capital Programme 2015/16 to 2019/20 Quarter Three Review and 2016/17 to 
2020/21 Budget Strategy 
 

 Housing Revenue Account Business Plan (including 2016/17 budget rents and 
service charges) 

 

 Quarter Three Treasury Management Activity Monitoring 
 

 Revenue Budget Monitoring 2015/16 
 
Reports relating to the Council’s Budget and Medium Term Financial Strategy 
 

 2016/17 Budget and Medium Term Strategy 2016/17 to 2018/19 - Provisional 

Local Government Finance Settlement Update 

 

 Treasury Management Strategy 2016/17 

 

 2016/17 Budget and Medium Term Financial Strategy 2016/17 to 2019/20 
 

2.0 Background 
 
2.1 As set out in the Confident Capable Council Scrutiny Panel work plan, regular updates 

on the budget and medium term financial strategy will be received throughout the year. 
This is the first report of this nature during 2016/17. 

 
2.2 Since the last update, five reports focussing on the Council’s finances have been 

received by Cabinet, as set out below: 
 
 Cabinet, 13 January 2016 
 

 2016/17 Budget and Medium Term Strategy 2016/17 - 2018/19 - Provisional Local 

Government Finance Settlement Update 

 

 Housing Revenue Account Business Plan (including 2016/17 budget rents and 

service charges) 
 

Cabinet, 24 February 2016 
 

 Capital Programme 2015/16 to 2019/20 Quarter Three Review and 2016/17 to 
2020/21 Budget Strategy 



This report is PUBLIC 
[NOT PROTECTIVELY MARKED] 

 
 

Report Pages 
Page 3 of 10 

 

 Treasury Management Strategy 2016/17 

 

 2016/17 Budget and Medium Term Financial Strategy 2016/17 to 2019/20 
 

2.3 In addition, since the last update, two reports focussing on the Council’s finances have 
been received by Cabinet (Resources) Panel, as set out below: 
 
Cabinet (Resources) Panel 9 February 2016 
 

 Quarter Three Treasury Management Activity Monitoring 
 

Cabinet (Resources) Panel 8 March 2016 
 

 Revenue Budget Monitoring 2015/16 
 

In order to minimise printing costs, the Panel Chair has agreed that full versions of the 
reports will not be circulated again. It is recommended, however, that Panel members 
review the reports ahead of the meeting, and are requested to please bring the full 
versions that were circulated with the relevant Cabinet and Cabinet (Resources) Panel 
agenda papers to this meeting. Summaries of the relevant reports are shown below 
together with, for each report, a link to the original document. 
 

3.0 2016/17 Budget and Medium Term Strategy 2016/17 to 2018/19 - Provisional Local 
Government Finance Settlement Update 
 

3.1 This report, which was considered on 13 January 2016, provided Cabinet with an update 
on the 2016/17 provisional local government finance settlement, which the Government 
announced on 17 December 2015. The report is available via this link. 

 
3.2 The following table provides a comparison of the Medium Term Financial Strategy 

(MTFS) assumptions as at October 2015 and the provisional settlement update reported 
to Cabinet on 13 January.  

 

  
MTFS 

Assumption 
Provisional 
Settlement 

Difference Over / 
(Under) 

Description £M £M £M % 

Revenue Support Grant 53.772  50.280  (3.492) -6.5 

Top Up Grant 36.258  36.200  (0.058) -0.2 

New Homes Bonus 3.957  3.957  -  0.0 

Education Services Grant  2.710  2.600  (0.110) -4.1 

Total 96.697  93.037  (3.660) -3.8 

 
3.3 The provisional Education Services Grant settlement (£2.807 million) is based on pupil 

numbers as at November 2015 but due to impending academy conversions it is 
estimated that the grant will be reduced to £2.6 million during 2016/17, as shown in the 
table. 

http://wolverhampton.moderngov.co.uk/documents/s19313/201617%20budget%20and%20medium%20term%20financial%20strategy%20201617%20-%20201819%20-%20provisional%20local%20government%20.pdf
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3.4 The table presented to Cabinet in mid-January illustrated further overall reductions in 
funding of £3.6 million in 2016/17 in addition to that previously reported.  

 
3.5 In particular Cabinet approved that the Director of Finance notifies the Secretary of State 

that the Council intended to take up the 2 per cent option to increase council tax to 
support Adult Social Care.  

 
4.0 Housing Revenue Account Business Plan (including 2016/17 budget rents and 

service charges) 
 
4.1 The updated Housing Revenue Account (HRA) Business Plan was presented to Cabinet 

on 13 January 2016 for recommendation to Council. The report is available via this link. 
 
4.2 The report also provided a proposed HRA budget for 2016/17, including proposed rents 

and service charges to take effect from 4 April 2016 and a proposed HRA capital 
programme for the period 2016/17 to 2019/20 for recommendation to Council. 

 
4.3 The report recommended that Cabinet recommends that Council:  
 

1. Implements the one per cent reduction in social housing rents in accordance with the 
Welfare Reform and Work Bill and to give 28 days’ notice to all secure and 
introductory tenants of the rent reduction from 4 April 2016.  

 
2.  Adopts the business plan as the approved Housing Revenue Account (HRA) business 

plan including the revenue budget for 2016/17 and the capital programme for 2015/16 
to 2019/20. 

 
3. Agrees the increases to garage rents and service charges as set out in the report 

appendices and formally notify tenants. 
 
4.4 Cabinet was also asked to note:  
 

1.  That all Council dwelling rents will reduce by one per cent in line with the proposals 
contained in the Welfare Reform and Work Bill.  

 
2. The consultation responses as outlined at Appendix C of the 13 January report to 

Cabinet. 
 
3. Proposals to meet the requirements of the Heat Network regulations 2014 for the 

district heating schemes at Heath Town and New Park Village. 
 
4.  The potential impact of the current Housing and Planning Bill on the HRA business 

Plan. 
 

4.5 The announcement by central Government that social housing rents are required to be 
reduced by 1 per cent per annum over the next four years has required a significant 
review of the HRA business plan in order to bridge the funding shortfall of £622 million.  

 

http://wolverhampton.moderngov.co.uk/documents/s19331/Housing%20Revenue%20Account%20business%20plan%20including%20201617%20budget%20rents%20and%20service%20charges.pdf
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Reviews have been undertaken on underlying assumptions within the business plan, the 
required scale of the 30 year capital programme, payments to management 
organisations, service charges, and future rent levels for void properties. The changes 
set out in the report are reflected in the revised business plan which includes funding for 
additional new build housing within the HRA. 

 
4.6 The HRA is expected to have sufficient resources to fund £1.6 billion of capital works that 

will be required to its houses over the next 30 years, as well as meeting its management 
and maintenance obligations over the same period. In addition, the savings achieved on 
the review of the capital programme and other changes has released resources that will 
enable an additional 400 new homes to be built over the next four years. 

 
4.7 The level of rent increase has been determined by central government. Increases to non-

dwelling rents and service charges are set out in the report. These have generally been 
increased in line with inflation other than central heating charges which for gas heating 
will be increased over the next four years to a level that recovers the cost of the service. 

 
4.8 As part of the self-financing arrangements introduced from April 2012 there is a cap 

placed on the level of debt that can be incurred in the HRA. The maximum amount for 
Wolverhampton is £356.8 million. The Cabinet report illustrates the maximum anticipated 
debt of £319.4 million in 2017/18 providing headroom for realisation of some of the risks 
to the business plan. 

 
4.9 There remains considerable uncertainty around the impact on the HRA of the Housing 

and Planning Bill currently passing through Parliament. In particular there could be a one 
off payment required as early as 2016/17 to cover the potential sale income from high 
cost voids which will be required by Government to support its policy of right to buy for 
housing association properties. There is no information currently available as to the basis 
of calculation of the one off payment or what sum might be required to be paid. This 
could have a significant impact on the business plan, dependent on the value of 
payment, and a further update will be provided to Cabinet once final information is 
available. 

  
5.0 Capital Programme 2015/16 to 2019/20 Quarter Three Review and 2016/17 to 

2020/21 Budget Strategy 
 
5.1 This report was considered by Cabinet on 24 February 2016 and is available via this link.  

 
The purpose of the report was to:  

 

 provide Cabinet with an update on the financial performance of the General Fund 
and HRA capital programmes for 2015/16 and the revised forecast for 2015/16 to 
2020/21 as at quarter three of 2015/16, and 

 

 recommend a revised General Fund capital programme and to note the HRA capital 
programme for the period 2015/16 to 2020/21. 

 

http://wolverhampton.moderngov.co.uk/documents/s21267/Capital%20programme%20201516%20to%20201920%20quarter%20three%20review%20and%20201617%20to%20202021%20budget%20strategy.pdf
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5.2 It was resolved that Cabinet recommends that Council approves the revised medium 
term General Fund capital programme of £246.0 million and approves additional 
resources for six new and thirty one existing General Fund projects totalling £31.3 million.  

 
5.3 Additionally it was agreed to approve thirteen General Fund virements totalling £7.5 

million and approve the updated schedules of works for several capital projects which are 
detailed in the Cabinet report. 

 
5.4 Cabinet was also asked to note the revised budgets for the Housing Revenue Account 

(HRA) as approved by Council on the 27 January 2016, the expenditure position for 
quarter three of 2015/16 which stood at 43.5 per cent of the approved general fund 
capital budget, the expenditure position for quarter three of 2015/16 which stood at 49.9 
per cent of the approved Housing Revenue Account (HRA) capital budget and that the 
report incorporates three budget reduction proposals which were subject to approval at 
the 24 February meeting and Council on 2 March 2016.  

 
6.0  Treasury Management Strategy 2016/17 
 
6.1 The Treasury Management Strategy for 2016/17 was presented to Cabinet on 24 

February 2016. The report (available via this link) sets out the Council’s Treasury 
Management Strategy for 2016/17 for approval by Full Council.  

 
6.2 The strategy incorporates six elements, which are detailed in separate documents which 

were appended to the report (Treasury Management Strategy, the Annual Investment 
Strategy, the Prudential and Treasury Management Indicators, Minimum Revenue 
Provision (MRP) Statement, the Disclosure for Certainty Rate and the Treasury 
Management Policy Statement and Treasury Management Practices). 

 
6.3 As a result of the report, Cabinet recommended that Council approves:  
 

1. The authorised borrowing limit for 2016/17 as required under Section 3(1) of the Local 
Government Act 2003 be set at £1,008.6 million. 

 
2. The Treasury Management Strategy Statement 2016/17.  
 
3. The Annual Investment Strategy 2016/17. 
 
4. The Prudential and Treasury Management Indicators.  
 
5. The Annual Minimum Revenue Provision (MRP) Statement setting out the method 

used to calculate MRP for 2016/17 onwards. 
 
6. The method used to calculate MRP for 2015/16 as set out in the Annual Minimum 

Revenue Provision (MRP) Statement approved by Council on 4 March 2015 be 
amended to the method. 

 
7. The Treasury Management Policy Statement and Treasury Management Practices.  
 

http://wolverhampton.moderngov.co.uk/documents/s21176/Treasury%20management%20strategy%20201617.pdf
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8. That authority continues to be delegated to the Director of Finance to amend the 
Treasury Management Policy and Practices and any corresponding changes required 
to the Treasury Management Strategy, the Prudential and Treasury Management 
Indicators, the Investment Strategy and the Annual MRP Statement to ensure they 
remain aligned. Any amendments will be reported to the Cabinet Member for 
Resources and Cabinet (Resources) Panel as appropriate.  

 
6.4 As a result of the report Cabinet also recommended that Council notes: 

 
1. That as a result of the changes to the MRP policy approved and implemented during 

2014/15, the MRP charge for financial years 2015/16 to 2017/18 will be zero 
increasing to £12.3 million in 2018/19.  

 
2. That Cabinet (Resources) Panel and Council will receive regular Treasury 

Management reports during 2016/17 on performance against the key targets and 
Prudential and Treasury Management Indicators in the Treasury Management 
Strategy and Investment Strategy. 

 
7.0 2016/17 Budget and Medium Term Financial Strategy 2016/17 to 2019/20 
 
7.1 This report was presented to Cabinet on 24 February 2016 (available via this link) and 

was the final one on the 2016/17 Budget and the Medium Term Financial Strategy to 
2019/20. The report provided Cabinet with a budget for recommendation to Full Council. 

 

7.2 As a result of the report, Cabinet recommended that Council approves: 

 

1. The net budget requirement for 2016/17 of £217.4 million for General Fund services. 

 

2. The Medium Term Financial Strategy 2016/17 to 2019/20 as detailed in the table 

below and the budget preparation parameters underpinning the MTFS. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://wolverhampton.moderngov.co.uk/documents/s21274/201617%20budget%20and%20medium%20term%20financial%20strategy%20201617%20to%20201920.pdf
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3. A Council Tax for Council services in 2016/17 of £1,424.29 for a Band D property, being 

an increase of 3.99 per cent on 2015/16 levels, which incorporates the newly permitted 

two per cent increase in relation to Adult Social Care. 

 

4. In principle the acceptance of the Government’s offer of a four year settlement by 14 

October 2016, noting that the Financial Plan and Efficiency Strategy will be reported to 

Cabinet and Council ahead of final acceptance of the offer. 

 

5. The Council’s Efficiency Plan Relating to Capital Receipts Flexibility. 

 

6. That work starts on developing budget reductions for 2017/18 and progress be reported 

to Cabinet in July 2016. 
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7.3 Cabinet was also recommended to note 

 

1. That the budget for 2016/17 is in balance without the use of general reserves. 

 

2. That, in the opinion of the Director of Finance (Section 151 Officer) the 2016/17 

budget estimates are robust. 

 

3. That, in the opinion of the Director of Finance (Section 151 Officer), the proposed 

levels of reserves, provisions and balances is adequate in respect of the forthcoming 

financial year. 

 

4. That a further £54.6 million needs to be identified over the period 2017/18 to 2019/20 

in order to address the projected budget deficit. 

 

5. That due to external factors, budget assumptions remain subject to significant 

change, which could, therefore, result in alterations to the financial position facing the 

Council. 

 

6. That, having identified significant budget reductions over the last six financial years, 

the extent of the financial challenge over the medium term continues to represent the 

most significant that the council has ever faced. 

 
8.0 Quarter Three Treasury Management Activity Monitoring 
 
8.1 This report (available via this link) provided a monitoring and progress report on treasury 

management activity for the third quarter of 2015/16, in line with the Prudential Indicators 
approved by Council in March 2015. 

 
8.2 The report confirmed that the Council was operating within the Prudential and Treasury 

Management Indicators approved by Council, and also within the requirements set out in 
the Council’s approved Treasury Management Policy Statement. 

 
8.3 Forecast savings of £3.7 million for the General Fund and £1.5 million for the Housing 

Revenue Account from treasury management activities were reported in 2015/16. 
 
9.0 Revenue Budget Monitoring 2015/16 
 
9.1 The latest revenue budget monitoring report for both General Fund and Housing 

Revenue account was presented to Cabinet (Resources) Panel on 8 March 2016 and is 
available via this link. 

 
9.2 The overall projected outturn for the General Fund was reported as an underspend of 

£348,000 with a net underspend of £4.8 million against service budgets. In addition, a 
forecast increase in Corporate Resources due to additional New Homes Bonus 
adjustment grant totalling £233,000 and additional S31 grant funding totalling £524,000 in 
2015/16 was reported, which was not budgeted for due to the uncertainty surrounding 
government funding.  

 

http://wolverhampton.moderngov.co.uk/documents/s20471/Treasury%20Management%20report.pdf
http://wolverhampton.moderngov.co.uk/documents/s21895/7%20Revenue%20Budget%20Monitoring.pdf
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9.3 The report also included a number of recommendations for the use of certain specific 
reserves, write-off of debts and budget virements. 

 
9.4 For the Housing Revenue Account the forecast outturn position for the year was reported 

as a surplus of £18.5 million, compared to a budgeted surplus of £15.7 million. 
 
9.5 The report also provided an update on schools balances and the financial performance of 

Yoo Recruit together with benefits accruing to the Council. 
 
10.0 Financial Implications 
 

10.1 These are detailed within the individual reports to Cabinet and Cabinet (Resources) 

 Panel. [RT/04042016/G] 

 
11.0 Legal Implications 
 
11.1 These are detailed within the individual reports to Cabinet and Cabinet (Resources) 

Panel. [TS/04042016/] 
 
12.0 Equalities Implications 
 
12.1 These are detailed within the individual reports to Cabinet and Cabinet (Resources) 
 Panel. 
 
13.0 Environmental Implications 
 
13.1 These are detailed within the individual reports to Cabinet and Cabinet (Resources) 
 Panel. 
 
14.0 Schedule of Background Papers 
 

13 January 2016, 2016/17 Budget and Medium Term Strategy 2016/17 to 2018/19 - 
Provisional Local Government Finance Settlement Update, Cabinet. 
 
13 January 2016, Housing Revenue Account Business Plan (including 2016/17 budget 
rents and service charges), Cabinet.  
 
9 February 2016, Quarter Three Treasury Management Activity Monitoring, Cabinet 
(Resources) Panel 
 
24 February 2016, Capital Programme 2015/16 to 2019/20 Quarter Three Review and 
2016/17 to 2020/21 Budget Strategy, Cabinet 
 
24 February 2016, Treasury Management Strategy 2016/17, Cabinet  
 
24 February 2016, 2016/17 Budget and Medium Term Financial Strategy 2016/17 to 
2019/20, Cabinet 
 
8 March 2016, Revenue Budget Monitoring 2015/16, Cabinet (Resources) Panel 


