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1. Purpose of Report 

1.1 To provide an update on the budget position for 2017/18 and subsequent years and to 
seek recommendations on the budget for Full Council. 

1.2 To update the Medium Term Financial Strategy and Efficiency Plan (MTFS) and to agree 
any amendments for approval by Full Council. 



2. Decisions Recommended 

2.1 Note the updated budget position as outlined in the report and the savings proposals 
detailed at Appendix A. 

2.2 Note the amendments to previously approved savings proposals detailed at Appendix B. 

2.3 Note the options for increasing council tax, as outlined at section 7 below. 

2.4 Approve the fees and charges proposed within each portfolio and detailed at Appendix C 
(available online only).  

2.5 Recommend, subject to any amendments, the draft updated Medium Term Financial 
Strategy and Efficiency Plan (MTFS), incorporating the Council’s strategy on the flexible 
use of capital receipts, for approval by Full Council on 1 March. 

2.6 Agree a recommendation on the level of the adult social care precept for 2017/18 to go 
forward to Full Council on 1 March.  

2.7 Agree a budget recommendation and a recommendation on the level of the general 
council tax increase for 2017/18 to go forward to Full Council on 1 March.  

3. Background 

3.1 The medium term financial strategy (MTFS) approved by the Full Cabinet in March 2016 
set out three-year savings plans totalling £21 million to achieve a balanced budget in 
2016/17, 2017/18 and 2018/19.  

3.2 The Budget Strategy Group met on four occasions between September and November 
2016 to consider: 

 Updates to the MTFS assumptions affecting the savings targets, particularly in 
respect of projected income from business rates; 

 Detailed savings proposals for 2019/20, and additional savings proposals for 2017/18 
and 2018/19, where 2019/20 savings can be delivered early (as detailed in Appendix 
A). 

3.3 Throughout this report, reference is made to how budget and savings adjustments affect 
the balance on the Budget Strategy Reserve. What this means is that for each year of the 
MTFS (2017/18, 2018/19 and 2019/20), the Council is able to present a balanced budget 
(annual budget figures ranging from £135.6 million to £142.2 million) with an additional 
amount then being available in each year (the balance on the Budget Strategy Reserve) to 
help with any budget risks that may materialise. The importance of holding this reserve is 
evidenced by the additional amounts that have been required in 2017/18 and 2018/19 
(£3.102 million and £3.585 million respectively – see paragraph 5.11 below) in order to be 
able to keep to the budget plans approved in last year’s MTFS. 

4. Savings Proposals 2019/20 

4.1 The savings proposals for 2019/20, as attached at Appendix A, were presented to the 
Members’ Seminar on 29 November and to the relevant scrutiny boards during January. 
The comments resulting from the scrutiny boards in respect of these proposals were 
reported to the Resources and Delivering Value Scrutiny Board on 2 February. 

4.2 As in previous years, the strategy has been to manage any movement in the first two 
years of the MTFS as one-off adjustments, using the Budget Strategy Reserve to smooth 
the profile of the funding pressures so that there is no impact on the savings targets 
already being delivered for 2017/18 and 2018/19. There have been changes since March 
2016 to how some of the proposals within the Environment, Housing and Regeneration, 



Health and Wellbeing and Stronger Communities and Partnerships portfolios will be 
delivered. These amendments are detailed in Appendix B but overall the net impact over 
the medium term is nil. 

5. Updated budget position  

5.1 Since the reports to the January scrutiny boards, the MTFS has been updated to reflect 
the provisional local government finance settlement, the council tax base as reported to 
the Cabinet Member for Resources and Delivering Value in January and a number of other 
adjustments.  

5.2 Following the submission of the Council’s Efficiency Plan to central government in 
October, the Department of Communities and Local Government has now confirmed that 
Solihull is now formally on the multi-year settlement, which provides some certainty around 
the level of government support until 2019/20. The provisional settlement, published on 15 
December, made no changes to the grant figures originally published in February 2016. 

5.3 However, as part of the provisional settlement the following announcements were made: 

 The number of years for which New Homes Bonus payments are made will reduce 
from six to five years in 2017/18 and to four years from 2018/19. This was anticipated 
and was already reflected in the MTFS. 

 New Homes Bonus will only be paid on housing growth of more than 0.4%. This 
baseline is higher than had been expected. 

 A new one-off Adult Social Care support grant will be paid in 2017/18, funded from 
savings on the New Homes Bonus. 

5.4 The settlement also updated the government’s assumptions for inflation which have been 
reflected in the forecast business rate figures. The net effect of all the changes resulting 
from the provisional settlement was a reduction in funding of £0.026 million. This is 
reflected in various lines in the table at 5.11 below. 

5.5 As local government moves towards a system of full business rates retention, the impact 
of appeals on the Council’s ability to accurately forecast business rates income presents 
an increasingly significant risk to the assumptions in the MTFS. In the light of a recent 
successful appeal from Birmingham International Airport, officers have reviewed the 
appeals still outstanding and recommend a one-off increase to the provision of £0.936 
million in 2016/17, which will increase the business rates deficit to be funded by the MTFS 
in 2017/18. The impact is included within the business rates line in the table at 5.11 below. 
This represents 49% of the total cost of the increase, with the balance being funded by 
central government as it will be effective before the implementation of the business rates 
pilot. To the extent that this increase to the provision is unused, funding from the provision 
could be released in future years.  

5.6 The forecast business rates included in the updated MTFS are based on the most recent 
version of the draft ratings list for 2017 issued by the Valuation Office Agency and have 
been updated to reflect the latest position as reported to the government in the NNDR1 
return.  

5.7 Local authorities currently receive a grant in compensation for the loss of business rates 
income resulting from the government’s decision to cap the business rates multiplier in 
2015/16. It had been indicated that this grant might cease from 2017/18 following the 
national business rates revaluation exercise, but it now appears that this will not be the 
case. As a result, £0.521 million of additional funding, based on the latest business rates 
forecasts, has been built into the MTFS. 

5.8 As reported to the Cabinet Member for Resources and Delivering Value on 11 January 
2017, the Council’s net tax base for 2017/18 will be 74,971. This represents an increase of 



965 Band D equivalent properties compared to the assumption in the approved MTFS. 
Based on a council tax increase of 3.99%, this equates to additional funding of £1.213 
million which has now been built into the updated MTFS from 2017/18. £1.024 million of 
this figure, including £0.745 million in respect of the changes to the council tax reduction 
scheme, was already reflected in the draft budget proposals reported to scrutiny boards in 
January 2017. 

5.9 The 2017/18 savings proposals for adult social care included £0.850 million targeted from 
the retender of the Care at Home contract. A team drawn from across the Council has 
been working on this contract for many months and the tender exercise is now expected to 
achieve a saving of £0.619 million. This is considered to represent the best outcome 
achievable in the current market and it is therefore proposed to build the pressure 
represented by the savings gap of £0.231 million into the MTFS from 2017/18. Any further 
pressures in respect of direct payments would need to be funded from adult social care 
budgets.  

5.10 The final transport levy has now been received from the West Midlands Combined 
Authority (WMCA) and at £9.025 million represents a reduction of £0.111 million compared 
to the original assumption in the MTFS. 

5.11 The table below summarises the effect of these and other adjustments to the MTFS on the 
contributions to the Budget Strategy Reserve. The first line in this table shows the net 
additional contributions to / (from) the Budget Strategy Reserve, after taking account of 
budget movements and savings to achieve a balanced budget position in each year, as 
reported to individual scrutiny boards in January 2017. 

  
 

2017/18 2018/19 2019/20 2019/20 

£m £m £m £m 

One-off One-off One-off Ongoing 

Net additional contributions to / (from) 
Budget Strategy Reserve as reported to 
individual scrutiny boards in January 2017  

(4.132) (3.598) 3.200 1.431 

Updated assumptions since reports to individual scrutiny boards  

New Homes Bonus 0.092 0.427 0 0.662 

Adult social care support grant (0.874) 0 0 0 

Business rates forecasts 0.314 (0.367) 0 (0.882) 

Anticipated section 31 grant (0.521) (0.480) 0 (0.461) 

Increase to council's tax base (0.189) (0.196) 0 (0.204) 

Care at Home savings shortfall 0.231 0.231 0 0.231 

Transport levy (0.111) (0.111) 0 (0.111) 

Inflation and other adjustments 0.028 0.483 0 0.513 

Movement in savings requirement (1.030) (0.013) 0 (0.252) 

Further contributions to / (from) Budget 
Strategy Reserve 

1.030 0.013 0 0.252 

Total additional contributions to / (from) 
Budget Strategy Reserve prior to the final 
changes as detailed in paragraph 5.13  

(3.102) (3.585) 3.200 1.683 

5.12 The above movements on the Budget Strategy Reserve result in a forecast balance on the 
reserve of £5.051 million as at March 2018, £3.689 million as at March 2019 and £8.572 
million as at March 2020. The forecast balance that was reported to the January scrutiny 
boards was £7.277 million as at March 2020.The ongoing favourable variance in 2019/20 
means that the budget assumptions are currently £1.683 million ahead of the savings 
targets. This means that if there were no changes to the budget assumptions for 2017/18 
to 2019/20 and all savings for 2017/18 to 2019/20 were delivered, this would represent the 



first contribution to the 2020/21 budget targets. 

5.13 The figures in this report are still subject to change for the following items: 

 the final local government finance settlement; 

 the Environment Agency levy; and 

 Members’ decisions on the level of council tax. 

5.14 A verbal update will be provided at the meeting to the extent to which any information has 
become available on these items. 

5.15 There remains the potential for some further significant costs that are not currently 
reflected in the MTFS at this stage. The Budget Strategy Reserve is held to mitigate such 
risks and, in line with the purposes originally approved by Full Cabinet, can also be used if 
necessary: 

 To manage any changes to the budget projections between now and the council tax 
setting meeting. 

 To protect against the non-delivery of targeted budget savings (£21 million of 
approved savings between 2016/17 and 2018/19).  

 To manage any shortfalls against grant projections. 

 To mitigate any adverse changes in business rates income forecasts. 

 To contribute to managed growth. 

 To invest in prevention and early intervention. 

 To finance capital projects. 

 To top up the severance reserve.  

5.16 The resulting budget for 2017/18 would be £135.556 million and is summarised below: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2017/18 2018/19 2019/20 

£m £m £m 

Base budget 137.884 135.556 139.194 

Funding commitments 8.891 4.434 8.654 

Ongoing savings – 2017/18 MTFS 0.000 0.000 (8.344) 

One off savings – 2017/18 MTFS (0.669) (0.385) (2.146) 

Less savings included with the council tax base 
– 2017/18 MTFS 

0.745 0.000 0.000 

Savings – 2016/17 MTFS (0.771) (5.676) 0.300 

Savings – 2015/16 MTFS (11.443) 3.315 0.000 

Savings – 2014/15 MTFS 2.745 0.275 0.275 

Government grants (1.008) 0.416 (1.968) 

Contributions to / (from) corporate reserves 0.581 2.621 1.362 

Contribution to / (from) Budget Strategy Reserve 
(previously approved contributions plus changes 
in 5.11) 

(1.399) (1.362) 4.883 

Indicative budget 135.556 139.194 142.210 

Total funding (135.556) (139.194) (142.210) 

Maximum assumed general council tax increase 1.99% 1.99% 1.99% 

Increase in council tax to fund adult social care 2.00% 
 

2.00% 
 

2.00% 
 



5.17 If Full Council approves a general council tax increase lower than 1.99%, this will result in 
lower council tax income and a reduced balance on the Budget Strategy Reserve but it will 
not change any of the detailed savings proposals which have been signed off by the 
Budget Strategy Group, unless these are changed by the Full Cabinet before the Council 
meeting. 

6. Adult Social Care 

6.1 Nationally, the challenges facing adult social care services as a result of factors such as 
increasing demand and capacity issues in the independent sector continue to represent 
the most significant risk to local authority finances. At a local level, the directorate is 
reporting underlying budget pressures which are partly attributable to the non-delivery of 
some 2015/16 savings. These pressures have to date been funded through reserves but 
these reserves are expected to be fully utilised by March 2017. 

6.2 The updated MTFS seeks to mitigate the risks within the service by setting aside further 
resources including: 

 An annual increase of £1.500 million to fund the additional costs associated with 
inflation and demographic change (a total of £4.500 million over the three years); 

 An annual increase of £1.025 million to meet the new contractual costs of the 
National Living Wage (a total of £3.075 million over the three years); 

 An on-going increase of £0.384 million to the Deprivation of Liberty Safeguards 
(DoLS) team budget from 2017/18 to address new requirements to support the 
most vulnerable adults; 

 The £1.293 million balance of the uncommitted Improved Better Care Fund income, 
set aside in 2019/20 to meet the cost of any emerging pressures, undeliverable 
MTFS savings and additional responsibilities. 

 A one-off contribution of £1.5 million to adult social care reserves in 2017/18 to fund 
the transformation programme and to provide a more realistic phasing of multiple 
MTFS savings. This will be partly funded from the one-off adult social care grant, 
worth £0.874 million in 2017/18, announced as part of the provisional finance 
settlement. 

 A contribution of £0.231 million to fund the shortfall in the savings targeted from the 
Care at Home contract. 

6.3 The Secretary of State announced alongside the provisional finance settlement that adult 
social care authorities will have the flexibility to increase the adult social care precept by 
up to 3% in 2017/18 and 2018/19, as long as the overall increase over the three years to 
2019/20 does not exceed 6%. The MTFS currently assumes an annual increase of 2.0% 
over the three years in respect of the adult social care precept, which has been applied 
towards the above costs. 

7. Council tax and adult social care precept 

7.1 Council tax at Band D was set at £1,208.81 for 2016/17, which represented an increase of 
0.99% on the core element of council tax and a new adult social care precept of 2.00%. 
The figures in this report assume that council tax will increase by 3.99% each year over 
the period covered by the medium term financial strategy, comprising 1.99% for the 
general element of council tax and 2.0% for the adult social care precept. 

7.2 The Budget Strategy Group was presented with the following options for an increase in the 
core element of council tax. The table overleaf shows the forecast impact on the budget 
strategy reserve under each option. 

 



 

 
Amount by which the Budget Strategy 

Reserve would reduce: cumulative impact 

General council tax increase of: 
2017/18 

£m 
2018/19 

£m 
2019/20 

£m 

1.50%  
(Overall increase would be 3.50%) 

0.444 0.908 1.397 

1.00%  
(Overall increase would be 3.00%) 

0.898 1.836 2.824 

0.50%  
(Overall increase would be 2.50%) 

1.351 2.763 4.249 

7.3 These figures assume an adult social care precept of 2.0% per annum. Since the final 
meeting of the Budget Strategy Group, as outlined at 6.3 above, the government has 
introduced some additional flexibility over the adult social care precept. 

7.4 If Solihull were to charge an adult social care precept of 3.0% in 2017/18, this would 
generate an additional £0.906 million in council tax income in the year. This sum would be 
added to the adult social care budget on a one-off basis. It would therefore, assist with 
adult social care pressures and would not impact on the balance on the Budget Strategy 
Reserve. 

8. Fees and charges 

8.1 Under the Council’s fees and charges policy, every charge levied by the Council needs to 
be approved annually as part of the budget setting process. A schedule of proposed fees 
and charges is available, online only, as Appendix C to this report.  

8.2 These fees and charges take into account the guidance set out in the Council’s policy and 
have been reviewed in the light of the pressures faced by the Council and with reference 
to inflation levels and particular service circumstances. 

8.3 Members are asked to note that, in line with the MTFS, standard assumptions for income 
levels have been built into the base budgets and any variations to fees and charges 
impacting on the assumed financial position will have to be managed within individual cash 
limits. 

9. Medium Term Financial Strategy and Efficiency Plan 2017/18 to 2019/20 

9.1 The MTFS and Efficiency Plan has been updated and a draft is attached for comment at 
Appendix D. It should be noted that the figures within the MTFS are based on the budget 
assumptions outlined above, and to the extent that those assumptions change as a result 
of the final settlement and Full Cabinet’s recommendation on council tax, this will affect the 
figures included in the MTFS. The MTFS will be revised if necessary following this meeting 
and a final version will be submitted to Full Council on 1 March, alongside the budget and 
council tax recommendations.  

9.2 The strategy supports the medium term policy and financial planning process at the heart 
of setting the Council’s revenue and capital budgets. The main objectives of the strategy 
are: 

 To represent, in conjunction with the Council Plan, the Efficiency Plan for the Council 
for the period to 2019/20 and as such to set out how the Council intends to continue 
to achieve significant efficiency savings over the medium term; 

 To provide a stable financial base from which to deliver the Council's priorities as set 
out in the Council Plan; 

 To set out the Council’s strategy for the flexible use of capital receipts; and 

 To set a sound financial planning framework to underpin the effective financial 



management of the Council. 

9.3 The core principles underpinning the strategy are: 

 The Council will seek to maintain a sustainable financial position over the course of 
the planning period; 

 The Council will strive to keep council tax at affordable levels; 

 The deployment of the Council’s limited resources will be focused towards those 
activities which contribute most to improved outcomes for local people; 

 The Council will continue to focus on the on-going need to deliver significant 
efficiency savings each year. 

9.4 The strategy supports the Council's commitment to delivering the Council Plan. This 
remains challenging as demand for services continues to rise, against a backdrop of 
resource constraints and significant uncertainty in the wider economy.  

9.5 In response, the strategy outlines three specific interventions: 

 Managing demand for services, with the intention of eliminating avoidable demand; 

 Maximising income generated locally from business rates and council tax; and 

 Reducing costs. 

9.6 As a result of this approach and the Council’s robust three-year budgeting process, 
Solihull is in a resilient financial position, with clear savings plans set out to achieve a 
balanced budget up to 2019/20. 

9.7 As highlighted in the strategy, there are significant risks underlying some of the key 
funding assumptions in the medium term, particularly in relation to business rates retention 
and adult social care pressures. In addition to maintaining working balances at a minimum 
level of £6.0 million over the period, the budget strategy reserve provides further protection 
against budget risks.  

9.8 With regard to the Council’s capital programme, the Council has faced some severe 
challenges to effectively prioritise and manage capital investment in recent years, as 
overall capital support to local government declines. However, the level of receipts from 
asset disposals is improving compared to recent years, and although the majority of these 
receipts are committed to the capital programme, local authorities now have some 
flexibility over the use of capital receipts to fund the costs of service reform. The updated 
MTFS and Efficiency Plan incorporates the Council’s strategy on this flexibility, which will 
require the specific approval of Full Council. 

10. Evaluation of Alternative Option(s)  

10.1 N/A 

11. Reasons for Recommending Preferred Option 

11.1 N/A 

12. Scrutiny 

12.1 At its meeting on 2 February 2017, the Resources and Delivering Value Scrutiny Board 
considered the 2019/20 savings proposals and the updated budget position, together with 
feedback from the January scrutiny board meetings. The Resources and Delivering Value 
Scrutiny Board minutes will be made available to members before the Full Cabinet 
meeting. 

12.2 In particular, the Resources and Delivering Value Scrutiny Board wished to make it known 
to Full Cabinet that some members were of the view that further work was required to 



identify how the impact on elderly people of ceasing the publication of “Your Solihull” in 
paper form could be mitigated.  

13. Implications 

13.1 Policy/Strategy Implications 

The savings proposals outlined in this report support the financial objectives of the 
Council’s medium term financial strategy. The fees and charges proposals at Appendix C 
are consistent with the Council’s current fees and charges policy.  

13.2 Meeting the duty to involve  

The Budget Strategy Group has agreed that consultation with the public will take place on 
key specific savings proposals. The savings proposals presented here have been shared 
with the unions and the Federation of Small Businesses. 

13.3 Financial Implications 

In order to set a balanced budget, the authority’s limited resources need to be targeted at 
priority areas and any unfunded service pressures will have to be met from corresponding 
savings. Equally, if any of the savings proposals in Appendix A are not supported, then 
alternatives will need to be identified in order to balance the budget.  

13.4 Legal implications 

The savings proposals attached at Appendix A were developed with regard to legal 
implications where applicable.  

13.5 Risk Implications 

Based on the information provided, it is the officers’ opinion that the significant risks 
associated with failure to deliver the medium term financial strategy have been identified 
and assessed, and that arrangements are in place to manage them effectively.  

13.6 Statutory Equality Duty 

The savings proposals identified will be subject to a fair treatment assessment before 
implementation where applicable.  

13.7 Carbon Management/Environmental 

The savings proposals attached at Appendix A were developed with regard to carbon 
management/environmental implications where applicable.  

13.8 Partner Organisations 

The savings proposals attached at Appendix A were developed with regard to partner 
organisations, such as Solihull Community Housing, where applicable.  

13.9 Safeguarding/Corporate Parenting Implications 

The savings proposals attached at Appendix A were developed with regard to 
safeguarding/corporate parenting implications where applicable.  

13.10 Customer Impact 

The savings proposals attached at Appendix A were developed with regard to customer 
impact where applicable.  

13.11 Other implications 

None as a direct result of this report 



14. List of Appendices Referred to 

14.1 Appendix A – Savings proposals 2019/20 

14.2 Appendix B – Amendments to savings proposals 2017/18 and 2018/19 

14.3 Appendix C – Fees and charges 2017/18 (online only) 

14.4 Appendix D – draft Medium Term Financial Strategy and Efficiency Plan 2017/18 to 
2019/20 

 


