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1. Purpose of Report 

1.1 To provide an update on the budget position for 2022/23 and subsequent years and to 
seek recommendations on the budget for Full Council.  

1.2 To update the Medium Term Financial Strategy and the Capital Strategy, and to 
recommend any amendments for approval by Full Council.  

2. Decision(s) recommended 

2.1 Note the recommendation to earmark the 2021/22 and 2022/23 business rates 
windfall for contribution to the MTFS, as outlined at paragraph 3.11. 

2.2 Recommend, subject to any amendments, the draft updated Medium Term Financial 
Strategy (MTFS) and Capital Strategy (incorporating the Council’s strategy on the 
flexible use of capital receipts) for approval by Full Council (attached at Appendices B 
and C. 

2.3 Approve the prudential borrowing requirements for the period of the MTFS, as set out 
at paragraph 3.19 below. 

2.4 Recommend the fees and charges proposed within each portfolio and detailed at 
Appendix D (available online only), for approval by Full Council.  
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2.5 Recommend the Council’s carbon budget, as outlined at paragraph 3.22 and detailed 
in the report to the Members’ Budget Seminar attached at Appendix E, for approval by 
Full Council. 

2.6 Agree a recommendation on the level of general council tax in 2022/23, to go forward 
to Full Council for approval. 

2.7 Agree a recommendation on the level of the social care precept in 2022/23, to go 
forward to Full Council for approval. 

2.8 Agree a budget recommendation for 2022/23, to go forward to Full Council for 
approval. 

3. Matters for Consideration  

3.1 The Budget Strategy Group (BSG) process resulted in the following proposals, which 
form the basis of the budget recommendation to Full Cabinet: 

People and Communities:  

 ongoing funding of £5.8 million per annum in 2022/23 and 2023/24, rising to 
£6.0 million in 2024/25, to manage pressures on children’s placements; 

 ongoing funding of £427,000 in 2022/23, falling to £317,000 per annum from 
2023/24, to fund additional staffing and oversight in children’s social care and a 
one-off allocation of £1.5 million in 2022/23 to top up the children’s placements 
reserve in order to provide additional resilience; 

 a one-off allocation of £3.073 million from the budget strategy reserve in 
2021/22 to mitigate the in-year pressure on children’s placements; 

 ongoing funding of £528,000 per annum from 2024/25 to fund the 
implementation and monitoring of the Special Educational Needs and 
Disabilities (SEND) improvement plan. 

Environment: 

 ongoing funding of £1.926 million per annum from 2024/25 to meet the costs of 
the new Strategic Environment Contract (SEC); 

 ongoing funding of £351,000 in 2022/23, falling to £296,000 per annum from 
2023/24, towards the cost of extending Woodlands cemetery. 

3.2 The BSG also considered details of underlying pressures that are being managed by 
directorates as part of their overall financial position and which have influenced the 
development of budget proposals over the course of the last six months. Schedules of 
these pressures and the mitigating actions that are being employed are attached at 
Appendix A.  

3.3 These were reported to the relevant scrutiny boards in January 2022 and 
subsequently to the Resources and Delivering Value Scrutiny Board meeting on 1 
February. Feedback from that session will be provided to Full Cabinet. 



 

 
 

Funding gap 

3.4 As in previous years, the strategy is to manage any movement in the first two years of 
the MTFS as one-off adjustments, using the Budget Strategy Reserve (BSR) to 
smooth the profile of the funding pressures so that there is no impact on the budgets 
already being delivered for 2022/23 and 2023/24. The updates to the MTFS reported 
to the Members’ Seminar resulted in a funding gap for 2024/25 of £9.054 million.  

3.5 A fourth meeting of the BSG took place following the Members’ Seminar to consider 
the impact of the provisional finance settlement, which provided details of increases in 
funding, including a new one-off Services Grant and an increase to the social care 
grant.  

3.6 Other than these changes in government funding, the most significant movement in 
assumptions since the Members’ Seminar relates to business rates forecasts, which 
were reviewed in detail in preparation for the NNDR1 return to central government for 
2022/23.  

3.7 Since the conclusion of the BSG process, there have been some further movements 
in the business rates and council tax figures. The current position, pending the 
publication of the final local government settlement and confirmation of the 
Environment Agency levy, is shown in the table below and reflected in the budget 
strategy reserve figures shown at paragraph 3.9.  

 2022/23 
£’000 

2023/24 
£’000 

2024/25 
£’000 

2024/25 
£’000 

 One-off One-off One-off Ongoing 

Funding gap/(headroom) as reported to 
Members’ Seminar 

(367) (2,851) (850) 9,054 

One-off contribution to/(from) budget 
strategy reserve 

367 2,851 850 0 

Savings target as reported to 
Members’ Seminar 

0 0 0 9,054 

Impact of updated assumptions – as 
reported to 4th BSG 

(1,942) 665 0 (1,059) 

Impact of updated assumptions – since 
4th BSG 

(345) (658) 0 0 

Net funding gap/(headroom) (2,287) 7 0 7,995 

Further contribution to/(from) BSR 2,287 (7) 0 0 

Total contribution to/(from) BSR to be 
approved through MTFS 

2,654 2,844 850 0 

Net position 0 0 0 7,995 

 

3.8 As shown in the table above, there is currently an ongoing funding gap of £7.995 
million in 2024/25. Options considered by the BSG for addressing this gap included 
increasing the adult social care precept to fund the element relating to adult social 
care (£734,000) and underwriting the balance with business rates windfall income.  



 

 
 

Budget Strategy Reserve 

3.9 As outlined in paragraph 3.4, the budget strategy reserve is used to smooth the profile 
of movements in the first two years of the MTFS. The table below shows the forecast 
balance on the budget strategy reserve reflecting all proposed commitments, including 
the additional movements shown in the table at 3.7 above.  

March 2022 
£’000 

March 2023 
£’000 

March 2024 
£’000 

March 2025 
£’000 

(8,495) (10,453) (10,226) (11,076) 

Business rates windfall 

3.10 Solihull is unusual among the members of the West Midlands business rates retention 
pilot in that the Council has consistently contributed the additional income generated 
through our membership of the pilot to a separate windfall reserve, rather than using it 
to support the general budget. 

3.11 This approach provides the Council with a degree of flexibility, and while this reserve 
has in the past been used for investment, the projected budget position is now such 
that it is proposed to earmark future receipts for budget strategy purposes. The MTFS 
proposals include the recommendation that the windfall income for 2021/22 and 
2022/23 is contributed to the budget strategy reserve, although the amount of windfall 
income available will not be confirmed until after the end of the financial year. Any 
windfall above the amounts reported to the Members’ Seminar would be available to 
offset the funding gap in 2024/25. 

3.12 Policy papers accompanying the Spending Review in October 2021 suggested that 
existing 100% business rates pilots would continue until 2024/25, in which case the 
resulting potential windfall income could be used to underwrite the shortfall. The 
settlement announcement confirmed the continuation of pilots in 2022/23 but made no 
commitments beyond that point, and the ministerial statement made it clear that the 
government intends to review the distribution of local government funding over the 
coming months, with potentially more emphasis on relative need. It is also considered 
less likely that the local share of business rates will now be increased to 75% 
nationally. However, the continuation of increased business rates retention 
arrangements for mayoral combined authorities and city-regions would be consistent 
with the government’s levelling up agenda and so it is reasonable to assume that 
some if not all of the resources currently received as windfall income will continue as 
core funding after 2022/23. 

Budget 2022/23 

3.13 The resulting budget for 2022/23 would be £162.934 million, as summarised below. 

  
2022/23 2023/24 2024/25 

£m £m £m 

Base budget 151.372 162.934 168.629 

Funding commitments 16.726 7.383 6.768 

Funding gap 0.000 0.000 (7.995) 



 

 
 

  
2022/23 2023/24 2024/25 

£m £m £m 

Savings approved in previous years (1.729) 1.450 0.000 

Covid-19 pressures/ funding 15.813 (6.709) 0.180 

Government grants (excluding Covid-19) (4.108) (0.188) 0.000 

Contributions to / (from) corporate reserves (12.340) 9.161 12.334 

Contributions to / (from) windfall (8.630) (7.660) 0.000 

Contribution to / (from) budget strategy reserve 
(previously approved contributions plus 
amendments proposed through this budget 
process) 

5.830 2.258 0.850 

Recommended/ indicative budget 162.934 168.629 180.766 

Total funding (162.934) (168.629) (180.766) 

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

Increase in council tax to fund adult social care 1.00% 1.00% 1.00% 

3.14 It should be noted that this position is subject to change should there be any new 
announcements included in the final settlement.  

Medium Term Financial Strategy (MTFS) 

3.15 The MTFS has been updated and a draft is attached for comment at Appendix B. The 
MTFS represents an overarching strategy document, supported by three separate 
strategies for revenue, capital and treasury management.  

3.16 The corporate Capital Strategy has also been updated and a draft is attached at 
Appendix C. The Capital Strategy incorporates the Council’s updated strategy on the 
flexible use of capital receipts and the Minimum Revenue Provision Policy Statement, 
which will require the specific approval of Full Council. The updated Treasury 
Management Strategy was considered by Audit Committee on 4 January 2022 and 
will be reported to Full Council for approval. 

3.17 The Revenue Strategy, which will set out the budgets for each cabinet portfolio and 
provide more detail on council tax levels, will be completed following Full Council’s 
approval of the budget for 2022/23. All three strategies will be published on the 
Council’s website alongside the MTFS itself.  

3.18 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 Full Cabinet’s 
recommendation on council tax or the final settlement, this will affect the figures 
included in the MTFS. The MTFS and capital strategy will be revised, if necessary, 
following this meeting and final versions will be submitted to Full Council on 24 
February, alongside the budget and council tax recommendations. Members are also 
asked to note that the Council Plan update will be reported to Full Council on 5 April 
and should there be any changes to the priorities or outcomes as a result then the 
relevant references in the MTFS will be updated before publication alongside the 
Council Plan in April. 



 

 
 

Prudential borrowing 

3.19 As decisions on the use of prudential borrowing tend to be taken by members outside 
the budget process, information on the Council’s commitments is included in the 
budget reports in order to provide members with a complete picture of the Council’s 
commitments. The MTFS includes £350,000 of additional revenue funding for 
prudential borrowing over the three-year period.  

Fees and Charges 

3.20 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 D to this report.  

3.21 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. 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. 

Carbon budgeting 

3.22 In October 2019 the Council committed to reducing its net carbon emissions to zero 
by 2030 and agreed to set annual carbon emission reduction budgets. Further details 
are outlined in the report received by the Members’ Budget Seminar which is attached 
at Appendix E, but the proposed budget for 2022/23 is summarised below. 

Service area 
Forecast 
2021/22 
(tonnes) 

Proposed 
budget 2022/23 

(tonnes) 

Corporate properties 4,665 4,440 

Strategic environment 
contract 

1,959 1,959 

Other 1,200 1,200 

Total 7,824 7,599 

 

Summary 

3.23 In summary, the budget proposals provide: 

 A balanced budget in 2022/23 and 2023/24, with proposals to manage the funding 
gap in 2024/25 subject to consideration as part of this agenda; 

 Significant additional funding for children’s social care, protection for adult social 
care budgets and investment in key projects within the Economy and 
Infrastructure directorate; 

 No additional corporate savings required of cabinet portfolios; 

 A balance on the budget strategy reserve of £11.076 million by March 2025. 



 

 
 

 

4. What options have been considered and what is the evidence telling us about 
them? 

4.1 In developing the budget proposals for review by the BSG, the directorate leadership 
teams worked with the cabinet portfolio holders to establish the pressures and 
mitigations within each service area. In deciding its recommendations for the budget, 
the BSG considered emerging financial risks and priorities in the light of the Council’s 
funding position.  

5. Reasons for recommending preferred option 

5.1 As outlined in section 4 above, the recommendations of the BSG are based on the 
consideration of the particular financial constraints and service delivery context of 
each individual service area. In determining its recommendations, the Group sought to 
balance the requirements of each service area within the forecast funding envelope 
set out by the updated MTFS.  

6. Implications and Considerations 

6.1 State how the proposals in this report contribute to the priorities in the Council Plan: 

Priority: Contribution: 

Economy: 

1. Revitalising our towns and local 
centres. 

2. Deliver UK Central (UKC) and maximise 
the opportunities of HS2. 

3. Increase the supply, quality and energy 
efficiency of housing, especially 
affordable and social housing. 

The MTFS provides the financial framework 
which supports the delivery of the Council 
Plan. 

Environment: 

4. Enhance Solihull’s natural and physical 
environment. 

5. Improve Solihull’s air quality. 
6. Reduce Solihull’s net carbon emissions. 

The MTFS provides the financial framework 
which supports the delivery of the Council 
Plan, with additional resources provided in 
support of this priority to the Strategic 
Environment Contract. 

People and Communities: 

7. Take action to improve life chances and 
health outcomes in our most 
disadvantaged communities. 

8. Enable communities to thrive. 
9. Sustainable, quality care and support 

for adults & children with complex 
needs. 

The MTFS provides the financial framework 
which supports the delivery of the Council 
Plan, with additional resources provided 
specifically in support of children’s services 
through the permanent realignment of 
budgets, and the continuation of additional 
funding for adult social care.  

https://www.solihull.gov.uk/About-the-Council/The-Council-plan


 

 
 

10. Promote employee wellbeing. The MTFS provides the financial framework 
which supports the delivery of the Council 
Plan. 

 

6.2 Consultation and Scrutiny: 

6.2.1 The budget proposals relating to each cabinet portfolio have been reported to the 
relevant scrutiny boards and feedback from the Resources and Delivering Value 
Scrutiny Board will be provided to Full Cabinet. 

6.2.2 The Budget Strategy Group has agreed that consultation with the public will take place 
on key specific budget proposals where that is necessary and appropriate. The budget 
proposals presented here have been shared with the unions and representatives of 
the business community.  

6.3 Financial implications: 

6.3.1 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 spending reductions. Equally, if any of the mitigations in Appendix A 
are not supported, then alternatives will need to be identified in order to balance the 
budget.  

6.4 Legal implications: 

6.4.1 Under the Local Government Finance Act 1992, the Council must calculate its council 
tax requirement for 2022/23 before 11 March 2022. This decision is reserved to a 
meeting of the Full Council which this year will take place on 24 February; however, 
Full Cabinet is responsible for making a recommendation on the budget and 
associated council tax for the forthcoming financial year, which is the subject of this 
report.  

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

6.5 Risk implications: 

6.5.1 The Chartered Institute of Public Finance and Accountancy (CIPFA) maintains an 
index of financial resilience for English councils which assesses each authority against 
a number of indicators, including levels of reserves, external debt and auditors’ 
judgements, in order to illustrate each council’s financial position relative to that of 
comparator authorities. CIPFA acknowledges that the index should not however be 
viewed in isolation and its interpretation will depend to a large degree on the local 
context specific to each authority. 

6.5.2 The pandemic has had an impact on the latest publication, as the data relates to 
2020/21 when authorities’ patterns of income and expenditure would have been 
distorted by higher levels of grant funding and lower fees and charges income, as well 
as by the contribution of carried-forward grant funding into reserves at the year end. 
Solihull’s results suggest that for the majority of the indicators used the authority 



 

 
 

continues to fall in the average to low risk category compared to our statistical nearest 
neighbours and other metropolitan districts. The index suggests that Solihull has 
relatively high levels of unallocated reserves (such as working balances and the 
budget strategy reserve) which it is using at a sustainable pace.  

6.5.3 There are however two measures where Solihull appears to be higher risk compared 
to both comparator groups: firstly relating to business rates growth and the potential 
impact on the Council of changes to the design of the business rates retention 
scheme, and secondly to spend on social care. 

6.5.4 The level of unallocated reserves (e.g. the budget strategy reserve) maintained by the 
authority, as evidenced by the measures relating to reserves, reflects the fact that the 
Council is aware of the business rates risk and has plans in place to mitigate it. It 
should also be noted that retained business rates income provides less than a third of 
the Council’s funding, with the majority coming from council taxpayers – a more stable 
and predictable funding stream. 

6.5.5 The index also indicates that the Council’s spend on both adults’ and children’s social 
care as a proportion of our net revenue expenditure has increased since 2019/20 and 
is now relatively high compared to both our statistical nearest neighbours and other 
metropolitan districts. For Solihull, these indicators reflect the allocation of additional 
resources to adults’ and children’s services in recent years, in recognition of the 
particular demand pressures on social care. However, flexibility in the budget is 
maintained through the Council’s three-year budget approach, supported by the 
budget strategy reserve, which allows the authority to respond to changes in financial 
planning assumptions over the course of the MTFS. 

6.5.6 The Director of Resources and Deputy Chief Executive has taken the findings of 
CIPFA’s financial resilience index into account, together with the MTFS itself and the 
information provided through the budget and scrutiny process, in reaching his 
conclusion under section 25 of the Local Government Finance Act 2003 that he is 
satisfied with the robustness of the revenue estimates and the adequacy of the 
proposed financial reserves.  

6.6 Equality implications: 

6.6.1 A strategic fair treatment assessment, which takes a high-level overview of the 
potential impact of the budget and MTFS proposals on customers, staff and 
communities, is attached at Appendix F.  

6.6.2 As set out in Appendix F, specific budget proposals will be subject to detailed fair 
treatment assessments, where applicable, before they are implemented.  

6.7 Linkages to our work with the West Midlands Combined Authority (WMCA), the Local 
Enterprise Partnership or the Birmingham and Solihull Integrated Care System (ICS): 

6.7.1 The budget proposals are consistent with existing joint working arrangements with 
partners.  

7. List of appendices referred to 

7.1 Appendix A: Pressures and mitigating actions 2022/23 to 2024/25 



 

 
 

7.2 Appendix B: Draft Medium Term Financial Strategy 2022/23 to 2024/25 

7.3 Appendix C: Draft Corporate Capital Strategy 

7.4 Appendix D: Fees and charges 2022/23 [available online only] 

7.5 Appendix E: Carbon reduction emissions budget report to Members’ Budget Seminar 
1 December 2021 

7.6 Appendix F: Strategic Fair Treatment Assessment of the MTFS 

8. Background papers used to compile this report 

8.1 Budget Strategy Group papers from the meetings held on 4 October 2021, 2 
November 2021, 23 November 2021 and 12 January 2022 

9. List of other relevant documents 

9.1 None 


