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Introduction
The Medium Term Financial Strategy (MTFS) is a five year plan which sets out the Council’s
commitment to provide services that meet the needs of people locally and that represent good
value for money within the overall resources available to it.
The MTFS is what links our Council’s vision and priorities with forecasted resources and budgets
and shows how our Council’s finances will be structured and managed to ensure that this fits with,
and supports, the priorities of our Council and its partners.
The strategy considers:





International and national economic influences on our Council;
The influence of Central Government policy and strategy;
Local factors which influence policy within our Council;
Key Council policy areas.

The strategy brings together the key issues affecting the:




Revenue Budget;
Capital Investment and Disposal Strategy and Capital Programme;
Treasury Management Strategy.

A key part of the strategy is to highlight the budget issues that will need to be addressed by our
Council over the coming financial years, by forecasting the level of available resources from all
sources and budget pressures relating to both capital and revenue spending.
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Part 1: Key Objectives of the Medium Term Financial Strategy
1.

Rochdale is the birthplace of co-operation, and the Council is committed to retaining this
distinction by working with partners, local people and communities to improve the lives of local
people. Our vision is to be a Council which builds success and prosperity with our citizens and
partners, while protecting vulnerable people.

2.

Each year there is a legal requirement to prepare an annual budget and set the Council Tax for
the borough of Rochdale. Alongside the annual budget our Council reviews the Medium Term
Financial Strategy (MTFS) to take into account the latest financial forecasts for future levels of
resources for the next 5 years and aligns these to service plans. The strategy sets the financial
context for how the Council’s resources are received and allocated through the budget setting
over a rolling five year timeframe, for this Strategy that is from 2020/21 to 2024/25.
The MTFS is aligned to the Borough’s Place Plan and the Council’s Corporate Plan to ensure that
our resources are directed to delivering the vision and priorities for the Borough. The Council’s
Corporate Plan is currently being reviewed.

3.

The key Corporate Plan priorities which the MTFS supports are shown below.
Our vision : to be a Council which builds
success and prosperity with our citizens and
partners, while protecting vulnerable people
Three key drivers of the Corporate Plan over the next 3 years:
People
- Improving education
Place
- Our local environment
Prosperity - Our local economy
Improving performance is our fourth priority – Focusing on managing our
resources effectively to achieve our ambitions – supported by the MTFS

4.

Key objectives of the Medium Term Financial Strategy
The key objectives of the MTFS are as follows:






To ensure that effective financial planning and management contributes to the Council
achieving the priorities in the Corporate Plan;
To direct resources to the Council's priorities to support the achievement of the Corporate
Plan;
To maximise the income from Council Tax and Business Rates revenue to support the
priorities of the council;
To maximise income from commercial and regeneration opportunities adding value to the
economy.
To analyse budget performance to assess the effectiveness of resource allocation.
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To continue to improve value for money - managing people and our money more efficiently,
streamlining processes and systems, getting better value from commissioning and
procurement, whilst seeking to minimise the impact of budget savings on priority services.
To ensure the Council's financial standing is prudent, robust, stable and sustainable.

5.

Local authorities have faced unprecedented reductions in Government funding since the
Government Spending Review 2010. Coupled with rising costs and increased demand for
services by local residents this has meant that our Council has had to make significant budget
savings. Over the last ten years our Council has approved £180m of ongoing savings to bridge
the gap between falling resources, rising costs and increasing local demands. This has led to
transformations and changes within our Council as we look to meet the changing needs of local
residents within the funds we have available.

6.

The Council is now working with partners to transform services to enable efficiencies and value
for money to be achieved by reducing duplication through the integration of services, such as
health and social care. The Council is also seeking to maximise income from commercial and
regeneration opportunities adding value to the economy.

7.

Integration of Health & Social Care
Greater Manchester is moving towards taking full control and responsibility of the £6bn Health
& Social Care Budget with the creation of its own sustainable Health & Social Care system by
2021. The Council and local health partners have developed a Locality Plan to support the
regional delivery of the integration of health and social care, public health and prevention.
Integration is key to protecting social care and providing services to people in the Community.
Without investment in social care the financial pressure within health will not be sustainable and
may lead to a full system failure. It is felt that the pooling of resources across the locality will
provide more opportunities to explore value for money, economies of scale, reduce duplication
and streamline processes.
The Local Authority created a formal pooled budget arrangement from 1st April 2018 for health
and social care. The MTFS reports on the total budget which includes the Pooled Fund, which
includes the Adult Social Care, Public Health, and elements of Children’s Services and NonPooled Fund including elements of Children Services, Economy, Neighbourhoods and
Resources.

rochdale.gov.uk
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Part 2: The Factors Influencing the Medium Term Financial Strategy
1.

Financial Strategy
The Medium Term Financial Strategy (MTFS) is designed to ensure that the Council’s resources
are prioritised to meet the needs of our residents; the Council is able to operate as a going
concern; and is able to set a balanced budget each year. The MTFS ensures that:



The Council maintains a prudent approach in regard to our finances over 5 years of the
MTFS;
The savings programme focuses on the achievement of ongoing savings, but recognises the
value of one off savings to support both the implementation of savings and one off
investment.

In compiling the MTFS our Council has considered a number of factors which influence the
resources and expenditure for the Council. These have been reviewed and take into
consideration international, national, regional and local issues. These have been examined to
ensure that the MTFS reflects the most up to date financial position for the Council.
2.

Factors Influencing the Medium Term Financial Strategy
Local authority funding is subject to both national and international influences, which can have
a significant impact on the level of services to be provided and our Council’s ability to provide
them. This section will briefly outline some of the key economic issues affecting our Council’s
forecasts over the next few years.

2.1

Overall Economic Forecasts and Influences
The Chancellor presented his Spring Statement 2019 on 13th March 2019. The Statement was
based around latest projections from the Office of Budget Responsibility (OBR), which could
be subject to significant revision once greater certainty emerged around the future relationship
with the European Union.

2.1.1 Key Economic Data
Gross Domestic Product (GDP) – the OBR forecast of UK economic growth for 2019/20 has
been reduced by 0.4% but has increased by 0.1% in the following three years.
Percentage change
Spring Statement
Autumn Budget 2018

2018/19
1.4%
1.4%

2019/20
1.2%
1.6%

2020/21
1.5%
1.4%

2021/22
1.6%
1.5%

2022/23
1.6%
1.5%

2023/24
1.6%
1.6%

Estimates of GDP underpin policy on Departmental Spending, including that on local
government.

rochdale.gov.uk
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Inflation – forecasts of Consumer Prices Inflation (CPI) show little change for future years, with
a slight increase of 0.1% in 2019/20, but slight decreases of between 0.1% and 0.2% in the rates
forecast for the subsequent three years.
Percentage change
Spring Update 2019
Autumn Budget 2018

2018/19
2.3%
2.5%

2019/20
2.0%
1.9%

2020/21
1.9%
2.1%

2021/22
2.0%
2.1%

2022/23
2.0%
2.1%

2023/24
2.0%
2.0%

Consumer Price Inflation is Governments preferred measure of likely prices rises.
Public Sector Net Borrowing (PSNB) – is forecast to reduce at a steeper rate than the previous
forecast.
£ Billion
Spring Update 2019
Autumn Budget 2018

2018/19
2019/20
2020/21
2021/22
2022/23
2023/24
£22.8bn £29.3bn £21.2bn £26.0bn £17.6bn £13.5bn
£25.5bn
£31.8bn
£26.7bn
£23.8bn
£20.8bn
£19.8bn

One of Government’s key objective is to reduce PSNB.
2.1.2 International and National Issues
The Chancellor of the Exchequer announced in his one-year Spending Round 2019 on 4th
September that ‘we are turning the page on austerity and beginning a new decade of renewal’.
Local Government Resource Departmental Expenditure Limits (DEL) (excluding depreciation)
will increase from £6.1bn in 2019/20 to £8.6bn in 2020/21. The Government has indicated that
it projects that Local Authorities’ Core Spending Power (CSP) will increase by £2.9bn in 2020/21,
a real terms increase of 4.3% (i.e. a cash increase of 6.3%).
2.2

Regional Influences

2.2.1 Devolution General
The Greater Manchester Devolution Agreement was signed with the Government in November
20141 which brings both the decision making powers and greater control of financial budgets far
closer to the people of Greater Manchester. This gives them and their local representatives
control over decisions which have until now been taken at a national or regional level by
providing the legal framework for the Greater Manchester Combined Authority to assume
responsibilities currently performed and delivered by other public bodies.
The elected Mayor has now taken up post and from 2018/19 a GM Combined Authority Budget
has been operating, including being the precept and levy authority for: GM Police & Crime
Commissioner, GM Fire & Rescue Authority and levy authorities: GM Waste Disposal Authority
and GM Passenger Transport Executive.

1

Cities and Local Government Devolution Act.
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2.2.2 Health and Social Care Devolution
The 10 Local Authorities in Greater Manchester, all Greater Manchester Clinical Commissioning
Groups (CCGs) and NHS England (NHSE) have signed a Memorandum of Understanding as
part of Greater Manchester moving towards taking full control and responsibility of the £6bn
Health & Social Care Budget and the creation of its own sustainable Health & Social Care system
by 2021. To deliver the devolved health and social care initiative, a Greater Manchester Strategic
Plan has been developed and each local area sets out a Locality plan to support this Strategic
Plan focussing on the integration of health, social care and public health/prevention.
The integration of services is key to improving the quality of care and outcomes for people within
the funding available. It is felt that the pooling of resources across the locality will provide more
opportunities to explore value for money, economies of scale, reduce duplication and streamline
processes.
The pooled budget brings together resources from a range of organisations including the Clinical
Commissioning Group, the Council, Better Care Funds and GM level resources to invest in
transformation of service delivery (known as Transformation Funding). The Council created a
formal pooled budget arrangement from 1st April 2018 for health and social care.
2.3

Resources Received by the Council

2.3.1 The anticipated resources to be received by the Council are included in the Medium Term
Financial Strategy. The resource forecasts are based on a number of assumptions, which are
detailed in the following sections.
Table 1 summarises the Estimated Resources received by the Council.

rochdale.gov.uk
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Table 1 Estimated Resources received by the Council

2020-21

2021-22

2022-23

2023-24

2024-25

£m

£m

£m

£m

£m

Government Grants
Business Rates Top-up Grant
New Homes Bonus
Adult Social Care Support Grant

36.3

34.2

30.7

26.7

22.8

2.1

2.0

2.2

2.2

1.8

6.5

1.5

1.5

1.5

1.5

Improved Better Care Fund

11.9

10.8

10.8

10.8

10.8

Business Rates S31 Grant

9.9

10.1

10.3

10.5

10.7

Other General Grants

0.1

0.1

0.1

0.1

0.1

66.8

58.7

55.6

51.7

47.7

Council Tax

91.6

94.1

96.7

99.5

102.3

Business Rates

63.3

65.7

67.9

69.8

71.8

154.9

159.8

164.7

169.3

174.1

221.6

218.4

220.2

221.0

221.8

70%

73%

75%

77%

79%

Locally Generated Income

Total Resources
% Resources Locally Generated
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Government Funding
2.3.3 Spending Round 2019
The Chancellor of the Exchequer announced his Spending Round 2020/21 on 4th September
2019. The Spending Round covers Government departments’ day-to-day spending for
2020/2021. The key announcements were:














A £13.8bn increase in day to day spending across government departments. Each
department will receive an increase at least in line with inflation.
£2bn extra for Brexit delivery.
A 6.3% increase for the Home Office, including £750m for 20,000 extra police officers.
A £6.2bn increase in NHS day to day spending, plus £2bn for capital spending. The total
NHS England budget will increase from £123.7bn to £129.9bn.
Councils will have access to a further £1.5bn for social care – £1bn through a new grant
and £500m through a 2% adult social care precept.
Existing social care funding (Improved Better Care Fund, the Winter Pressures funding
and the Social Care grant) will continue in 2020/21.
Local Government’s business rate baseline funding levels will also increase in line with
inflation.
Core settlement funding (Baseline Funding and Revenue Support Grant) will increase by
£300m (2%).
Local authorities will receive additional resources through a real terms increase in the
Public Health Grant and through the NHS contribution to adult social care through the
Better Care Fund, which will increase by 3.4% in real terms, in line with the overall NHS
long-term settlement.
The largest increase in local government spending power since 2010, increased from
£46.2bn in 2019/20 to £49.1bn in 2020/21.
A 13% increase in homelessness funding, an increase of £54m.
A 3 year resource settlement for schools, including £700m extra for children with Special
Educational Needs and Disabilities (SEND) in 2020/21.

The estimated funding resulting from the Spending Round announcements has been reflected
in the MFTS and is discussed in the following sections. Government funding for 2020/21 will be
confirmed in the Local Government Finance Settlement for 2020-21, expected in late 2019.
2.3.4 Local Government Funding Reforms
2019/20 was the last year of the current Government Spending Review period and of the fouryear funding settlement for local government. There were multiple reforms scheduled for
2020/21 that will have a significant impact on local authority funding. These have now been
delayed until 2021/22.
Spending Review 2020
In 2020 a full Spending Review will be held, reviewing public spending in the round and setting
three-year budgets.
rochdale.gov.uk
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Fair Funding Review
The Fair Funding Review will re-assess the relative needs and relative resources of local
authorities. This will determine the methodology for the distribution of the funding allocated for
local government to individual authorities from 2021/22.
Baseline Reset
The Business Rates retention system is due to be reset for 2021/22. The reset will establish new
Baseline Funding Levels, Business Rates Baselines and Top-ups/Tariffs for each local authority.
Top-ups/Tariffs will be reset based on:
 The amount of funding to be distributed following the Spending Review.
 The new needs assessment resulting from the Fair Funding Review.
 Estimates of individual local authority’s Business Rates income.
Business Rate Retention
The Government announced in the Autumn Budget 2017 that local authorities will move to a
system of 75% Business Rates Retention from 2020/21. However, this has now been delayed
until 2021/22. The Greater Manchester 100% retention pilot will continue in 2020/21, but it is
unclear whether this will continue from 2021/22 onwards.
Council Tax
The Government’s future strategy for Council Tax increases will also be a key issue. The
Government will consult on whether to enable authorities to charge an additional Adult Social
Care precept in 2020/21, and on the referendum limit for general Council Tax. The Government’s
policy on referendum limits from 2021/22 onwards is not yet known.
Other funding streams
The treatment of a number of funding streams currently within the Core Spending Power is
unclear pending the reforms to local government finance: Revenue Support Grant (including
Local Council Tax Support funding); Public Health Grant; Improved Better Care Fund; additional
Social Care funding and New Homes Bonus.
The potential impact of the reforms to local government funding will continually be reviewed as
the consultation papers are released to update the potential financial risks and assumptions for
the MTFS.
2.3.5 Baseline Funding Level
An authorities’ Baseline Funding Level is made up of its Business Rates Baseline and Business
Rates Top-up grant. The Spending Round confirmed that Baseline Funding Levels would be
uprated nationally by £300m, which equates to 2%, in line with inflation.
Business Rates Top-up Grant
Some local authorities collect and retain a lot more Business Rates than others, so the Business
Rates retention scheme includes a system of Top-ups and Tariffs. Whether a local authority is
a Tariff or a Top-up authority is determined by comparing the amount of funding required by an
rochdale.gov.uk
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authority via the Business Rates retention system (its Baseline Funding Level) and the amount
it can raise in Business Rates locally (its Business Rate Baseline).
If an authority’s Business Rate Baseline is less than its Baseline Funding Level, it receives a
Top-up grant from the Government. If an authority’s Business Rate Baseline is greater than its
Baseline Funding Level it pays a Tariff to the government.
The Council is part of the Greater Manchester pilot to retain 100% of Business Rates, which will
continue until 2020/21. In return Greater Manchester has forgone Revenue Support Grant (RSG)
and the Public Health Grant in lieu of the retained Business Rates. Authorities’ Tariffs and Topups are adjusted to ensure these changes are “without detriment” to individual authorities.
From 2021/22 it is proposed that councils will retain 75% of their Business Rates income,
incorporating Revenue Support Grant, Public Health Grant and other grants, with suitable
transitional arrangements. It is unclear whether pilot authorities will move to 75% retention in
2021/22, or continue with 100% retention.
It is difficult to forecast the longer-term impact on the Council’s funding of the move to 75%
business rates retention and the impact of funding reforms from 2021/22. The following
assumptions have been included in the MTFS when forecasting Business Rates top-up for future
years.
Revenue Support Grant and Public Health Grant
Under the 100% retention pilot Revenue Support Grant and Public Health Grant are not received
directly, but form part of the calculation of the Business Rates Top-up. The Spending Round
confirms that Revenue Support Grant and Public Health Grant will increase in line with inflation
in 2020/21. It is assumed that they will reduce in future years in line with previous reductions.
Business Rates Baseline is assumed to increase in line with inflation. Table 2 summarises the
estimated Baseline Funding Level for the MTFS period.
Table 2 Estimated Baseline Funding Level

2019/20
2020/21
2021/22
2022/23
2023/24
2024/25

rochdale.gov.uk

Baseline Funding Level
Change %
Business Business
Business Business
Rates
Rates
Total
Rates
Rates
Baseline
Top-up
Baseline
Top-up
£m
£m
£m
%
%
58.012
35.598
93.610
59.172
36.308
95.480
2.0%
2.0%
60.356
34.213
94.569
2.0%
-5.8%
61.563
30.746
92.309
2.0%
-10.1%
62.794
26.651
89.445
2.0%
-13.3%
64.050
22.818
86.868
2.0%
-14.4%

Total
%
2.0%
-1.0%
-2.4%
-3.1%
-2.9%
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2.3.6 Additional Funding for Social Care
The Spending Round confirmed that all existing grants to support social care will continue in
2020/21, in total worth £2.5bn (Improved Better Care Fund £1.837bn, Winter Pressures
£0.240bn, Social Care grant £0.410bn).
The Spending Round also provided a further £1bn funding for Social Care in 2020/21 – both for
children and adults. Allocations for individual authorities have yet to be confirmed. Based on
the methodology used to allocate the 2019/20 additional social care funding, Rochdale’s
allocation will be £4.6m. Actual allocations will be confirmed in the Local Government Finance
settlement 2020/21.
Table 3 summarises the estimated Government funding for Social Care for 2020/21.
Table 3 Social Care Funding - Summary

Improved Better Care Fund
Winter Pressures
Social Care Funding - continuation of existing funding
Social Care Funding - 2019 Spending Round

2020-21
£m
10.809
1.108
1.894
4.618
18.429

2.3.8 New Homes Bonus
The New Homes Bonus (NHB) Scheme is designed to provide incentives and rewards for Local
Authorities who have a net increase in new homes and empty properties brought back into use
in their areas. The scheme commenced in April 2011, and was revised in 2017/18:



NHB is paid for 4 years.
The NHB calculation includes a baseline for housing growth, currently set as 0.4% of the
previous year’s dwelling stock (total stock less long-term empty properties). Housing
growth below this level in each authority will not receive NHB allocations.

The estimated NHB for 2020/21 and future years is based on the current scheme, however, the
Government has yet to confirm whether the NHB scheme will continue in its current form.
2.3.9 Education & Schools Funding
In the Spending Round 2019 the Chancellor announced a 3 year resource settlement for
schools, including:
 Investment of over £14 billion in primary and secondary education between now and
2022/23.
 The funding package for 5-16 schools includes £2.6 billion for 2020/21, £4.8 billion for
rochdale.gov.uk
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21/22, and £7.1 billion for 22/23 compared to 19/20.
 Every secondary school will receive a minimum of £5,000 per pupil next year, with every
primary school getting a minimum of £4,000 from 2021/22.
 £700 million extra for children with Special Educational Needs and Disabilities (SEND)
in 2020/21.
Individual authorities’ funding allocations have not yet been announced.
In 2019/20 there is a £3.365m pressure on the Dedicated School Grant (DSG) within the High
Needs block. The pressure is in relation to a continued rise in numbers of children with education
health care plans and increasing numbers of children attending independent schools which is a
high cost provision. The growth in numbers is a national trend and the current DSG pressure
equates to 2% of the DSG 2019/20 allocation which will put the DSG reserve into a deficit
position and therefore will result in Rochdale Council being required to submit a 3 year recovery
plan to the Department for Education at the end of the financial year to bring the reserve back
into a surplus position. A recovery plan to bring the balance to less than a £2m deficit would
alleviate the need for Department of Education intervention.
Locally Generated Income
2.3.10 Business Rates
Our Business Rates tax base represents the value of Business Rates income we estimate will
be collected from businesses. Each Business Rates tax payer account has a rateable valuation
provided by the Valuation Office Agency, multiplied by a business rates multiplier which
increases each year and is set by the Government.
The Council’s estimated share of Business Rates income equates to £63.3m in 2020/21, after
applying discounts such as charitable relief, empty property relief and small business rates relief.
Local authorities are fully compensated for the loss of income as a result of any reliefs set by
the Government through Section 31 grants.
For Business Rates income, the Council’s MTFS includes a 2% rise for future years, in line with
CPI forecasts. Estimated rateable value growth is also built into the Business Rates income
budget.
Business Rates Pooling
The ten Greater Manchester authorities are part of the GM Business Rates Pool which also
incorporates Cheshire East and Cheshire West and Chester local authorities.
The purpose of pooling Business Rates across the individual authorities is not intended
to alter individual authorities income levels, but to retain any levy that might be payable by
some of the authorities to Central Government. Any growth retained, after applying the agreed
allocation to the levy authorities, would be used for investment within Greater Manchester and
other non-Greater Manchester authorities involved in the pool.

rochdale.gov.uk
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Business Rates Appeals
The Government amended the Business Rates Appeals system with effect from 1st April 2017,
introducing a three-stage approach to Business Rates Appeals: Check, Challenge, Appeal. To
date there has been little information available on the level of appeals via the new system and
this remains an area of uncertainty. As a consequence of this new approach the Council has
seen an increase in the number of changes to its Business Rates lists. This is making it very
difficult to identify changes in rateable values of businesses.
Business Rate 100% Retention
The Council will continue to be part of the Greater Manchester 100% Business Retention Pilot
in 2020/21. From 2021/22 the Government is proposing that councils will retain 75% of their
business rates income. It is unclear whether pilot authorities will move to 75% retention in
2021/22, or continue with 100% retention.
Table 4 shows the estimated for Business Rates Income and Business Rates Top-up Grant (see
Section 2.3.5).
Table 4 Estimated Business Rates Income and Top-up Grant

2.3.11 Council Tax

Council Tax is charged by local authorities on residential properties. The Valuation Office
Agency decides the correct band based on the value of your property at 1 April 1991. Local
authorities set the charge based on a Band D property each year.
The Council has to balance the needs of service users, who are often some of the most
vulnerable people in our borough, and the burden of the Council Tax on local Council Tax
payers. With the Government placing severe reductions in the level of general grant support,
the burden of financing increasing service demand falls primarily upon the level of Council Tax.
rochdale.gov.uk
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For planning purposes only the following assumptions have been made in relation to the 2020/21
Council Tax:


An increase of 1.99% for 2020/21 for general purposes, based on the assumptions used
by the Government in the Spending Round 2019.



A 2% increase in the Adult Social Care Precept. The Government announced in the
Spending Round 2019 that it would consult on enabling councils to raise a 2% Adult
Social Care Precept.



A total increase of 3.99% in the Rochdale BC element of 2020/21 Council Tax, the same
total increase as for 2019/20.



For future years a 1.99% increase in General Council Tax has been assumed, with no
further Adult Social Care Precept assumed.

Table 5 shows the Band D Council Tax levels assumed in the MTFS for planning purposes only.
Table 5 Band D Council Tax

2019-20
2020-21
2021-22
2022-23
2023-24
2024-25

Council Tax Band D
ASC
Total
General
Precept Increase
%
%
%
2.99%
1.00%
3.99%
1.99%
2.00%
3.99%
1.99%
0.00%
1.99%
1.99%
0.00%
1.99%
1.99%
0.00%
1.99%
1.99%
0.00%
1.99%

Band D
£
£1,582.14
£1,645.27
£1,678.01
£1,711.40
£1,745.46
£1,780.19

Council Tax Base
The Council Tax base for 2019/20 of 55,176 was approved by Council on 12th December 2018.
The Council Tax base represents the number of Band D equivalent properties that we collect
Council Tax from. For planning purposes the Council Tax Base for 2020/21 is estimated at
55,651.
The estimated increase in the 2020/21 Council Tax base of 475 is a result of: an estimated
increase in the number of properties, net of estimated exemptions and discounts (including the
Local Council Tax Support scheme) and the estimated collection rate of 97.5%. The 2020/21
Council Tax base will be reviewed before formal approval at Council 11th December 2019.
The more Band D equivalent properties the Council has allows the local authority to generate
more income for the Council from Council Tax. Properties valued at Band A generate less
income for the Council as the charge is 70% of the charge for a band D property.

rochdale.gov.uk
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In Rochdale 54% of properties are in Band A and 71% are Band A or B. The housing stock in
the borough has a direct impact on the level of income the Council can raise from Council Tax.
The average for Local Authorities in England is a housing stock with 24% properties in Band A
and 44% in Band A or B2. Table 6 compares the breakdown properties by Council Tax band for
Rochdale with the national picture.
Table 6 Council Tax - % of bands in each category for Rochdale compared to the national
average

Table 7 shows the estimated Council Tax income our Council is estimated to receive in 2020/21
as £91.6m (£83.6m General Council Tax and £8.0m Adult Social Care precept) rising to
£102.4m (£94.1m General Council Tax and £8.3m Adult Social Care precept) in 2024/25.

2

Council Tax Base Return October 2018
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Table 7 Estimated Council Tax Income 2020/21 – 2024/25

2.4

Budget Pressures

2.4.1 Regional Budget Pressures
Greater Manchester Transport Levy
The budget assumes a 1% increase in the underlying Passenger Transport Levy for 2020/21
and in future years. The Passenger Transport Levy will be subject to consideration/agreement
as a consequence of the Greater Manchester Combined Authority’s budget setting process in
2020/21 and subsequent years.
Greater Manchester Waste Disposal Levy
The Waste Disposal Levy is calculated by a formula across Greater Manchester which takes
account of recycling levels. If Rochdale Borough did not increase recycling at the same level as
other GM Authorities, there would be an impact on the waste disposal levy charged to the
Council thus leading to an increased cost to the Council’s budget.
The Waste Disposal Levy assumed for in the budget is based on the latest projections provided
by Greater Manchester Combined Authority (GMCA). The Waste Disposal levy is estimated for
planning purposes to increase by 1.6% in 2020/21, 1.6% in 2021/22 and 0% in future years.
The Waste Disposal Levy will be subject to consideration/agreement as a consequence of the
Greater Manchester Combined Authority’s budget setting process in 2020/21 and subsequent
years.
Greater Manchester Combined Authority Initiatives
Funding for any GMCA initiatives that have financial implications for individual authorities will be
considered on a case by case basis.
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Manchester Airport Group
The Council holds 3.22% of the issued share capital in the Manchester Airport Group. An
additional £3m per annum has been assumed, increasing the overall budget income from the
investment in Manchester Airport Group to £5.6m.
2.4.2 Local Budget Pressures
Demographics Pressures
Some of the main financial challenges affecting how we balance our budget relate to the
changing profile of our Council’s residents. These include:
Population Projections impacting on Children’s Services
1. Projected population increase for 0-19 year olds from 2018 to 2023 based on the Office
for National Statistics.
Children Population
0 to 9 year old
10 to 19 years old
Total

2018
30,200
26,600
56,800

2023
29,400
28,900
58,300

% Movement
-2.6%
8.6%
2.5%

Within this the population for 0-9 year olds decreases by 2.6% whilst the 10-19 range
increases by 8.6%.
2. Implications for Children’s Social Care
Currently Rochdale has 56,800 children of which 1% are looked after by the Local
Authority. Based on future population growth this would equate to an additional 13 children
being cared for by the Local Authority at the end of the 5 year period.
However, in line with a national trend, the numbers of Cared for Children and their
complexities are increasing due to deprivation, troubled families, special education needs
and families entering the borough e.g. asylum seekers. The Service are currently
projecting a budget pressure of around £6.6m, mainly on children’s placements. A
Financial Strategy outlining the potential financial position and options for how this can be
managed over a 5 year period will be reported to Cabinet in October 2019. This includes
investment in both staffing and a number of Innovations to support children remaining with
their parents or local Foster Carers.
At the heart of the strategy is the development of a number of innovations to both reduce
the number of children in care and realise savings. These are:


rochdale.gov.uk
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at risk of entering care. This strategy relies upon external funding from other
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Achieving Change Together – working differently with other agencies to provide
intensive support to vulnerable teenagers.



Strengthening families – intensive pre-birth support with mothers of repeat
pregnancies whose children are taken into care.



No Wrong Door – intensive support to teenagers in Placements with complex issues
to enable them to return to their parents.

Should the delivery of these innovations not be successful the budget pressure faced by
Children’s Services could increase significantly.
3. Implications for Early Help & Schools
As the number of pupils increases over the next 3-4 years there is a requirement to build
2 new secondary schools in the Borough. In addition, due to increasing numbers of
children with special educational needs, especially autism, there is a need for a new special
school catering for this provision. Additional funding for 2 new secondary and 1 new
special school has been approved by the DfE. The revenue costs of running the schools
will be funded by Dedicated Schools Grant (DSG).
The increasing numbers of children with special educational needs has led to pressures in
DSG funding for High Needs pupils. Work is on-going to mitigate these future pressures.
Population Projections impacting on Adult Services
Projected population increase for 20 plus from 2018 to 2023 based on the Office for
National Statistics is as follows:Adult Population
20 to 64 year old
65 to 84 years old
Over 85
Total

2018

2023

125,100 124,500
31,700 34,500
4,400
4,700
161,200 163,700

%
Movement
-0.7%
8.8%
6.8%
1.55%

The number of people in the 20-64 age range is forecast to reduce in the period above,
however there is a growing number of service users in the 20 to 64 age bracket who are
presenting with complex social and health care issues.
Short and Long Term Service Projections
The forecast number of service users for 2018/19 up to 2020/21 is detailed as follows:
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Number of Adult Service Users

Physical Support 18 - 64
Learning Disability Support 18 - 64
Mental Health Support 18 - 64
Physical Support 65+
Learning Disability Support 65+
Mental Health Support 65+
Total

2018/19

2019/20

2020/21

No.

No.

No.

632
653
195
3,066
78
136
4,760

650
655
200
3,127
79
136
4,847

670
668
205
3,189
80
136
4,948

Cost of
Increased
Service Users
by average
placement
£000’s
722
630
190
2,337
38
0
3,917

The total growth requirement over the next 2 financial years is £3.9m for Adults with
Physical and Mental Disabilities. . The Local Authority has entered into a pooled fund with
the Clinical Commissioning Group and have been successful in receiving transformation
funding from Greater Manchester Health and Social Care Partnership (more detail is
provided in section 2.2.2 page 22. The expectation is that the development of Integrated
Services will help reduce the average cost of placements, reduce duplication and increase
preventative work.
The service is reviewing delivery models over and above the transformation programme,
the focus being expensive and out of borough placements. The overall aim of the service
over the next 5 years is to reduce the cost of expensive placements and bring service users
back into the borough. This will be the focus along with alternative delivery models which
will be led by the Integrated Commissioning Board responsible for Strategic
Commissioning for Adults.
The service work closely with the provider market and there are anticipated future labour
market issues around the filling of caring roles in both residential and community care
settings.
Assistive technology is being rolled out and is planned to reduce the demand on traditional
models of care.
The service will continue to work closely with the provider market to manage workforce
issues going forward, including the impact of increases to the national living wage, the
potential impact of the current legal challenge around sleep-in payments and the changes
to holiday pay.
Demand for Services
The Council’s Place Plan highlights that residents are living longer, but compared to the rest
of England and Wales we live shorter and less healthy lives. In some parts of our borough
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there is a 10 year3 difference in life expectancy when comparing our most deprived areas to
our more affluent. A key pressure on services is the increasing demands for adult social care
and health services for the most vulnerable and deprived residents. Improvements in delivery
of these services are a priority for the integration of social care and health services through the
Pooled Fund. It is, however, unclear whether resources allocated to our Council will be
sufficient to cover additional burdens and pressures in future years.
Welfare Reform
The Welfare Reform agenda is likely to continue to place additional demands on our Council’s
services as well as impacting on local authority finances. Deprivation is becoming more
widespread across our borough with an increased proportion of the population living in the
most deprived 10% of the country4. This increasing level of deprivation affects delivery for a
number of services, including housing, benefits, adult skills, children’s and adult social care.
The Discretionary Crisis Fund budget of £588k provides funding to support residents in crisis.
Housing Benefit/Local Council Tax Support Scheme Administration Grants
The Council receives grants from Central Government for the administration of Housing Benefit
and the Local Council Tax Support Scheme. The Council has yet to receive notification of the
level of grants for 2020/21 and future years. Any shortfall in the grant received compared to
the amounts estimated will be funded corporately.
Pay Inflation
The budget assumes for planning purposes that the pay award will be 2% per annum for
2020/21 and future years. Any settlement above the assumed increase would increase the
expenditure requirement for the Council. Every change of 1% equates to approximately £700k.
The budget also reflects the Council’s commitment to pay, based on the Local Living Wage
Rates for employees. The National Living Wage to increase by 4.9% from £7.83 to £8.21 per
hour from April 2019. The Rochdale Living Wage for 2019/20 is £9 per hour.
Increments
The Council’s operates a biennial incremental progression policy.
Superannuation Rates
The employer superannuation contribution rate is assumed to remain at the current level of
20.5% for the MTFS period.

3
4

Place Plan (for the Borough) 2016-21
Place Plan (for the Borough) 2016-21
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Price Inflation
The budget assumes 0% inflation per annum across the majority of the Council’s non-pay
expenditure budgets. Contractual arrangements and other significant inflation issues will be
considered on a case by case basis.
Discretionary Fees and Charges
Discretionary Fees and Charges are reviewed on an annual basis. For 2020/21 and future
years no increase in Discretionary Fees and Charges has been assumed. Services were
requested to review the level of their charges to identify any opportunities to increase charges
above nil inflation, in order to contribute towards bridging the budget gap.
Budget Growth/Pressures
The MTFS allows for estimated growth in Adult Care, Children’s Services and Neighbourhoods
budgets as a result of demographic issues and the growth in the number of properties in the
borough. The MTFS also recognises the estimated financial implications of demand pressures
on Adult and Children’s Services budgets.
Revenue borrowing costs of Capital Programme
The Capital Programme is summarised in Section 4. The budget assumes revenue borrowing
costs of £1.4m resulting from 2020/21 Capital Programme. If additional capital bids are
approved that increase the level of revenue borrowing costs, the updated budget gap will be
reported to Members.
2.5

Forecast gap between resources and service spend
The MTFS forecasts that over the next five years from 2020/21 to 2024/25 there will be a
shortfall between the resources we can raise from local taxes and government funding
(resources available) compared to the amount we need to spend on local services (budget
requirement).
The assumptions that underpin the Council’s budget gap have been reviewed in line with the
latest available information, including the impact of the Spending Round 2019 announced by the
Chancellor of the Exchequer on 4th September 2019. This has been combined with the latest
HMRCCG budget gap to produce an overall budget gap for the locality. Any forecast gap in
respect of the Council’s budget will need to be addressed by the Council as part of balancing
the budget each year.
Table 8 summarises the current estimated Overall Budget Gap, split between the Pooled Fund
and Non Pooled Fund budgets.
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Table 8 Overall Budget Gap
2020/21
£m
Pooled Fund

2021/22
£m

2022/23
£m

14.754

22.167

23.057

4.434
3.700
8.134

4.544
6.400
10.944

4.855
6.400
11.255

Total Budget Gap - July Cabinet

22.888

33.111

34.312

Pooled Fund
Changes to LA Gap Assumptions
Changes to CCG Gap assumptions

-0.498
-5.319

5.008
-5.319

4.395
-0.744

Non Pooled
Changes to LA Gap Assumptions
Changes to CCG Gap assumptions

-2.626
0.000

-0.574
0.000

-0.832
1.400

Pooled Fund

8.937

21.856

26.708

Non Pooled
LA
CCG
Total Non Pooled

1.808
3.700
5.508

3.970
6.400
10.370

4.023
7.800
11.823

Total Budget Gap

14.445

32.226

38.531

Non Pooled
LA
CCG
Total Non Pooled

Revised Gap

The savings proposals for 2020/21 currently being considered include a number of HMRCCG
proposals which are pipeline projects. A one-off provision of £2m has been included in the
2020/21 budget to mitigate the Council’s potential liability if the savings proposals approved by
the Integrated Commissioning Board are not achieved. The requirement for this provision in
2020/21 and future years will be continue to be reviewed throughout the budget process.
There remains significant uncertainty around the level of funding that the Council will receive
from Central Government from 2021/22 onwards. The assumptions will be continually reviewed
and updated as further information is received on the Government’s Spending Review and the
reforms to Local Government Funding planned for 2021/22.
Table 9 summarises the movement in the Overall Budget Gap compared to the position reported
to Cabinet 30th July 2019.
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Table 9 Movement in Overall Budget Gap
2020/21
£m
Total Budget Gap - July Cabinet
Changes to LA Gap Assumptions
Adult Care Pressures
Continuation of Family Services Model
Pension Contribution assumptions
Savings Outside the Process
Continuation of existing Social Care funding in 2020/21
Additional Social Care funding 2020/21 from Spending Review
Core Settlement funding assumptions
Funding of Increments
Provision for ICB savings
Council Tax increase assumption reduced to 1.99%

Changes to CCG Gap Assumptions
Contingency Reductions
CCG budget gap increase
Ongoing Impact of 2019/20 Savings
Approved Schemes Within Existing Programme

Updated Budget Gap

rochdale.gov.uk

2021/22
£m

2022/23
£m

22.888

33.111

34.312

4.108
0.229
-0.500
-1.185
-3.002
-4.618
-1.037
0.000
2.000
0.881
-3.124

4.108
0.229
-0.500
-1.254
0.000
0.000
-0.986
1.000
0.000
1.837
4.434

4.108
0.229
-0.500
-1.254
0.000
0.000
-0.908
0.000
0.000
1.888
3.563

-2.500
0.000
-1.688
-1.131
-5.319

-2.500
0.000
-1.688
-1.131
-5.319

-2.500
5.975
-1.688
-1.131
0.656

14.445

32.226

38.531
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Part 3: How will the Council meet the Financial Challenge?
The Council will meet the financial challenge contained within this MTFS by having a robust Revenue
Budget Plan and Savings Programme.
3.1

Revenue Budget Plan

3.1.1 Budget Timetable
The Council’s annual budget must be approved by full Council before 11th March each year.
This is a statutory requirement; the Council is legally obliged to set a balanced budget for the
following financial year. The Council has in place an embedded budget setting process which
begins in July with approval being sought for the assumptions and principles on which the budget
is to be based. These are used as a part of the determination of the overall budget position.
Reports are provided to Cabinet, and reviewed by Corporate Overview and Scrutiny, regularly
throughout the financial year which set out the timetable, assumptions on both funding and
spending changes, based on realistic projections.
These assumptions are then applied to current service budgets and once funding has been
estimated this gives an understanding of any potential budget gap. From this the savings
programme is determined and reports are provided to members through Cabinet, Corporate
Overview & Scrutiny, and Joint Consultative Negotiation Group to provide savings proposals for
consultation to meet the budget gap.
Feedback following consultation is reported to Cabinet and will be submitted to full Council as
part of the Budget Council in February.
Budget updates are reviewed and assumptions updated throughout the year based upon latest
information available e.g. the Government’s Autumn Budget, the Local Government Finance
Settlement, new legislation, etc.
Implications of the capital programme are included in these budgets, as are service growth and
pressures.
Final recommendations are then made by Cabinet to Budget Council.
Services are notified of their approved budgets following Budget Council in February.
Table 10 summarises the key timetable dates
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Table 10 Key Budget Setting Timetable Dates
Date

Meeting/Event

Purpose

Key Meetings

Corporate O&S 28th October
Cabinet 29th October
Integrated Commissioning Board (ICB) 29th October

2019

1. Discretionary Fees & Charges 2020/21 for consultation
2. Savings Programme 2020/21 to 2021/22 for consultation
3. Revenue Budget Update 2020/21 - 2022/23
4. MTFS 2020/21 - 2024/25

October

Consultation

Consultation Starts 30th October (45 days)

Key Meetings

Corporate O&S 26th November
Cabinet 3rd December

November

December

1. Capital Programme 2020/21 to 2022/23 - for consultation
Consultation

13th December formal consultation ends

Key Meetings - post
consultation

Corporate O&S 11th February
Cabinet 12th February
Council 26th February

2020

February

1. Tresury Management Strategy 2020/21
Post consultation reports 2. MTFS 2020/21 - 2024/25
3. Local Government Act 2003
4. Revenue Budget and Council Tax 2020/21
5.Revenue Budget Update 2020/21 - 2022/23
6. Capital Investment & Disposal Strategy 2020/21
7. Savings Programme 2020/21 -2021/22 post consultation
8. Capital Programme 2020/21 - 2022/23 post consultation
9. Discretionary Fees & Charges 2020/21 post consultation

3.1.2 Budget Guidelines
Detailed guidelines are provided to all relevant staff to ensure that revenue budgets for individual
services are prepared consistently. These guidelines contain details of the assumptions that are
to be made in setting the revenue budget and also set out broad principles that are to be adhered
to.
3.1.3 Revenue Budget Assumptions for 2020/21 – 2024/25
The budget setting process is complex and must be undertaken in a planned way. It is important
that assumptions used in the preparation of the budget are agreed, reasonable and consistently
applied. The budget assumptions are applied corporately to service budgets, with individual
exceptions on a case by case basis for specific contracts.
The budget forecast has been based on a number of assumptions, known levels of expenditure
and anticipated levels of resources, which are summarised in Tables 11a and 11b.
rochdale.gov.uk
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Table 11a Summary of Key Budget Assumptions

Budget
assumption for the
MTFS

Assumption applied

Council Tax

General purposes - maximum level as allowed by the
referendum limit
Adult Social Care precept - in line with the maximum
referendum limit

Business Rates
income

Increased in line with CPI inflationary increases to the
business rates multiplier at September each year

Government Grants

In line with information provided in the Local Government
Finance Settlement

Pay awards

In with the proposed National Pay Settlement Agreement,
generally 2% with higher increases for some staff at lower
pay scales

Superannuation
contribution rates

In line with the three year pension re-valuation undertaken
by the Greater Manchester Pension Fund

Inflation non pay
(Prices)

MTFS assumes no increase in non-pay budgets in line with
budget guidelines. Contractual arrangements and other
significant inflation issues will be considered on a case by
case basis

Discretionary Fees
& Charges

MTFS assumes no increase in Discretionary Fees and
Charges. Directorates can propose increases in fees and
charges as part of the savings programme.

Waste Disposal
Levy

The Waste Disposal Levy assumed for in the MTFS is based
on the latest projections provided by GMCA

PTA Levy

The levy is based on current information provided by GMCA

rochdale.gov.uk

28

Medium Term Financial Strategy
2020/21 to 2024/25

Table 11b Key Budget Assumptions 2020/21 to 2024/25
Area of Budget

2020/21

2021/22

2022/23

2023/24

2024/25

Council Tax
General Increase
Social Care Precept
Total Council Tax Increase

1.99%
2.00%
3.99%

1.99%
0.00%
1.99%

1.99%
0.00%
1.99%

1.99%
0.00%
1.99%

1.99%
0.00%
1.99%

2.0%
2.0%

-5.8%
-10.0%

-10.1%
-20.0%

-13.3%
-30.0%

-14.4%
-40.0%

11.917
6.512

10.809
1.500

10.809
1.500

10.809
1.500

10.809
1.500

2.0%
20.5%
0.0%
1.6%
1.0%

2.0%
20.5%
0.0%
1.6%
1.0%

2.0%
20.5%
0.0%
0.0%
1.0%

2.0%
20.5%
0.0%
0.0%
1.0%

2.0%
20.5%
0.0%
0.0%
1.0%

Business Rates
Business Rates Top Up Grant
RSG (notional - within Top-up)

Other Resources
Improved Better Care Fund (£m)
Additional Social Care Funding (£m)

Service Budgets
Pay
Contribution Rate
Discretionary Fees & Charges
Underlying Waste Disposal Levy
Underlying Passenger Transport Levy

3.1.4 Key Budget Risks
The budget forecast has been based on a number of assumptions, known levels of expenditure
and anticipated levels of resources. Final confirmation of these assumptions will not be received
until November/December each year. There are a number of areas of the Council’s budget
where risks to the projections contained in the MTFS have been identified.
The most significant of these are:


Monitoring of the 2019/20 budget will provide Cabinet with regular updates on any budget
pressures/savings for the Council. The overall Revenue budget monitoring position,
taking account of the projections currently being forecast by services as at the end of July
2019, is an overspend of £7.2m. Any associated on going implications will be
incorporated into the budget projections for 2020/21 and future years.



Savings – the level of savings required for 2020/21 is currently being considered,
including a number of HMRCCG proposals which are pipeline projects. There is a risk to
the overall budget of the non-achievement of these savings due to the identification
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and/or implementation of the proposals. A three year budget is to be set in February 2020
which provides time to implement the level of savings required to balance the budget over
the period 2020/21 to 2022/23.


Spending Round 2019 - the estimated funding resulting from the Spending Round
announcements has been reflected in the MFTS, but will not be confirmed until the Local
Government Finance Settlement for 2020-21, expected in late 2019.



Spending Review 2020 and Local Government Funding Reforms – the impact of the
Spending Review 2020 and Local Government Funding Reforms scheduled for 2021/22
on the level of Government funding, including the Business Rates Top-up Grant, that the
Council will receive from 2020/21 onwards is unknown at this stage.



Specific Grants and Contributions – the number and amount of specific grants, including
the Improved Better Care Fund, Additional Social Care funding and New Homes Bonus,
received by the Council may be lower/higher than anticipated.



Council Tax – Central Government provides a cap on the Council Tax increase a Local
Authority can make before a referendum of the local residents is required. The budget
assumes a 3.99% increase in 2020/21 (1.99% increase for general purposes and 2%
increase in respect of the social care precept); 1.99% in 2021/22 to 2024/25 (1.99%
increase for general purposes and 0% increase for the social care precept). These
percentage increases are included for planning purposes only, and will be reviewed by
Cabinet leading up to a recommendation at Budget Council for each year. The impact of
a 1% change in the level of Council Tax increase would be approximately £880k.



Local Council Tax Support Scheme – proposals to move to a banded Local Council Tax
Support Scheme from 2020/21 are currently being consulted on. This will have no
financial impact for the Council. The impact on the budget of a 5% change in the
maximum discount allowed (currently 85%) would be approximately £530k.



Business Rates – it has been assumed for planning purposes that the Greater
Manchester 100% Retention Pilot will continue. Once the Government’s proposals for the
Business Rates retention system for 2021/22 onwards become clear the financial
implications will be reviewed and the budget assumptions updated.



Demand pressures – the impact of the economic climate on the residents of Rochdale
Borough and the increased demand this may lead to for Council and CCG services could
impact on cost of services, as could general demographic changes. Demand pressures
are particularly prevalent in relation to Children’s Services, Adult Care, and CCG Mental
Health and Acute Services.
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3.2



Health and Social Care Devolution – the impact of pooling budgets with the Clinical
Commissioning Group within a Pooled Budget. The financial risk is that the investment in
health and social care services does not deliver the benefits assumed. These benefits
are required not only to fund interventions to invest to save in the long term, but also to
contribute towards closing the budget gaps of all partners delivering health and social
care services.



There is continued uncertainty concerning the impact on local authorities of the UK’s
withdrawal for European Union.



Waste Disposal Levy – the Waste Disposal Levy is calculated by a formula across
Greater Manchester, which takes account of recycling levels. Should Rochdale Borough
not increase recycling at the same level as other GM Authorities this will impact on the
levy, and would lead to an increased cost to the Council’s budget.



Inflation – impact of changes in the price of goods and services used by the Council
compared to the percentage assumed in the budget projections.



Fees and charges income – impact of any economic slowdown on levels of usage of
charged for Council services could lead to income levels not being achieved.



Manchester Airport Group dividend – the amount of dividend received will be dependent
on the performance of the Manchester Airport Group.



Investment income – the impact of low interest rates and implications of any economic
slowdown on the level of dividends/interest received by the Council.



Academies – the impact of the Government’s policies regarding the conversion of schools
to Academies on the Council’s budget.

Savings Programme 2020/21
The Savings Programme for 2020/21 is designed to bridge the budget gap for 2020/21, to enable
a legally balanced budget to be set by 11th March 2020, and consider savings which can
contribute to the 2021/22 gap.

3.2.1 Savings programme milestones
For 2020/21 savings proposals have been considered in order to meet the budget gap.
Before considering changes that affect the workforce or front line services we review the whole
of the budget to:


Identify alternative financial resources to continue providing the service;
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Realign budgets to reflect operational activity;
Review Corporate Budgets;
Look for savings through commissioning and procurement activity.

3.2.2 Savings proposals will be submitted to Cabinet 29th October as a basis for consultation, as
summarised in Table 12.
Table 12 Savings Programme 2020/21
2020/21
2021/22
2022/23
Ongoing One Off Ongoing One Off Ongoing One Off
£m
£m
£m
£m
£m
£m
Cabinet Approval
Proposals not requiring consultation
Service Delivery/Workforce
Service Delivery
Workforce

Integrated Commissioning Board Approval
CCG
Adult Care
Public Health

Overall Total

3.3

-2.424
-0.033
-0.062
-0.187
-2.706

-0.220
0.000
0.000
0.000
-0.220

-2.782
-0.033
-0.062
-0.217
-3.094

-0.225
0.000
0.000
0.000
-0.225

-3.852
-0.033
-0.062
-0.233
-4.180

-0.155
0.000
0.000
0.000
-0.155

-9.260
-1.300
-0.307
-10.867

0.000
-0.060
-0.153
-0.213

-9.260
-2.298
-0.307
-11.865

0.000
0.015
0.000
0.015

-9.260
-2.298
-0.307
-11.865

0.000
0.000
0.000
0.000

-13.573

-0.433

-14.959

-0.210

-16.045

-0.155

Budget Gap after Savings Proposals

3.3.1 The estimated Budget gap is based on the MTFS assumptions outlined in section 3.1, including
the level of Government funding for 2020/21 which is still to be confirmed. Once more information
is available the assumptions will be reviewed in order to produce a balanced budget for 2020/21.
3.3.2 Table 13 shows the estimated Budget Gap after savings proposals. This assumes that all
savings proposals are approved.
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Table 13 Budget Gap after Savings Proposals
2020/21
£m

2021/22
£m

2022/23
£m

Budget Gap before Savings Proposals
Pooled Fund
Non Pooled
Local Authority
CCG

Total Budget Gap

8.937

21.856

26.708

1.808
3.700
5.508

3.970
6.400
10.370

4.023
7.800
11.823

14.445

32.226

38.531

-11.324

-12.262

-12.262

-2.682
0.000
-2.682

-2.907
0.000
-2.907

-3.938
0.000
-3.938

-14.006

-15.169

-16.200

-2.387

9.594

14.446

-0.874
3.700
2.826

1.063
6.400
7.463

0.085
7.800
7.885

0.439

17.057

22.331

Savings Proposals
Pooled Fund
Non Pooled
Local Authority
CCG

Total Savings Proposals
Budget Gap after Savings Proposals
Pooled Fund
Non Pooled
Local Authority
CCG

Total Budget Gap

3.3.3 There is a need identify further saving proposals in the light of the significant budget gap
identified for 2021/21 and 2022/23 and the continued demand pressures in relation to Children’s
Services, Adult Care, and CCG Mental Health and Acute Services.
3.3.4 The savings proposals put forward by the CCG are currently shown against the Pooled Fund
Gap. Work is ongoing to align the savings to the Pooled and the CCG Non Pooled budget gaps.
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3.4

Balances and Reserves Strategy
The Local Government Act 2003 requires the Chief Finance Officer to report to Council for
consideration immediately prior to setting the Budget and Council Tax. A report will be submitted
to Cabinet in February 2020 on the robustness of the budget and the adequacy of general
balances and reserves. The report aims to ensure that Council is aware of the opinion of the
Chief Finance Officer regarding the robustness of the budget as proposed and the adequacy of
general balances and reserves. This includes general balances and amounts held as specific
reserves and contingencies.

3.4.1 General Fund Balances
General Fund balances are amounts set aside to cushion the impact of unexpected events and
emergencies. In order to assess their adequacy, a systematic approach has been adopted.
This approach is based on the identification of the key financial risks following which an amount
of ‘potential’ exposure is calculated based on the impact of the risk and the possibility of its
occurrence. It should however be noted that this is not a precise science and that local
circumstances, the strength of financial reporting arrangements and the Council’s track record
in financial management will also be a key influence on the actual potential of any individual risk
materialising. The net value of the potential exposure is currently estimated at £17m.
The key financial risks leading to the current projected requirement of £17m General Fund
balances were detailed in a report to Cabinet 12th February 2019 on the robustness of the budget
and the adequacy of general balances and reserves, under the requirements of the Local
Government Act 2003. The level of balances reflects the potential financial risks associated with
the timing of the delivery of the health and social care integration benefits/efficiencies. On this
basis it if felt prudent to identify this as a risk at this stage. The risks have been reviewed during
the Autumn/Winter as part of the Budget process.
3.4.2 Earmarked Reserves
In addition to general balances, the Council holds a number of earmarked reserves. These are
resources that have been set aside to fund specific issues that may arise in the future. It is
important that the Council makes best uses of all the resources it has and therefore where it is
clear that a reserve is no longer required then the resources can be released to provide one-off
support to the Revenue Budget.
The Council’s budget setting process includes an annual review of amounts held in earmarked
reserves. This ensures that resources continue to be set aside only where there is a clear
continuing need to do so.
Some of the key reserves are referred to below:


Equalisation Reserve - This reserve has been established to assist the Authority in
managing its budget requirement for future years and smoothing the impact of savings
requirement through the commitment of one off funds that become available, e.g. from in
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year underspends. The level of the reserve is reviewed as part of the budget process with
contributions increased or decreased as necessary.


Insurance Reserve - this is required to cover potential liabilities arising from the need to
finance costs (e.g. claims and premium payments) associated with insurable risk and the
self-funding of general corporate risks. The level of the reserve is reviewed as part of the
budget process with contributions increased or decreased as necessary.



Schools Reserves – school balances are reviewed on an annual basis. The current policy
of the Schools Forum provides for balances above agreed limits to be clawed back and
redistributed to all schools. This is a ring fenced reserve.



Private Finance Initiative (PFI) Reserves - This reserve is the cumulative amount of
unapplied funding received to date which will be utilised to finance the schools and street
lighting PFI schemes over the whole life of the projects. This is a ring fenced reserve.

A detailed analysis of the Council’s balances and reserves is carried out as part of the budget
setting process and the report provided to Budget Council each February under the Local
Government Act 2003 to provide assurance that the level of reserves and balances are
appropriate.
3.4.3 Reserves Policy
The Council’s policy on balances and reserves is outlined within the MTFS principles as
follows:


Our Council will maintain general balances at a level to mitigate risks to cover any
major unforeseen expenditure. The approach to be adopted to be based on the
identification of the key financial risks following which an amount of ‘potential’
exposure is calculated based on the impact of the risk and the possibility of its
occurrence



Our Council will maintain earmarked reserves for specific purposes which are
consistent with achieving key priorities. To ensure the Council makes best uses of all
the resources it has if a reserve is no longer required then the resources can be
released to provide one-off support to the Revenue Budget



The use and level of general balances and earmarked reserves will be reviewed at
least annually.



Our Council will seek to balance its revenue budget over the period of the MTFS
without reliance on the use of general reserves and contain overall Council spending
within original estimates. However, the Council will utilise funds from the Equalisation
Reserve to smooth the impact of one off savings, long term cost pressures and
transformational efficiencies agreed as part of the Savings Programme proposals.
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3.4.4 Provisions
Provisions are amounts set aside by the Council to meet the cost of a future liability, for which
the timing of the payment is uncertain. The amounts represent the best estimate of that liability
where an exact cost is not able to be determined. In line with the Code of Practice, the provision
is charged to service revenue accounts in the year it is established. When the liability falls due,
the costs are charged directly to the provision. The two material provisions are:

3.5



Insurances – this represents amounts set aside by the Council to meet obligations
arising in respect of Employers Public Liability and motor vehicle claims.



Business Rates Rateable Value – this is for potential backdated liability of refunding
ratepayers who appeal successfully against the rateable value on the Business Rates
hereditaments rating list.

Commercial property investment strategy
In recognition of the continuing financial limitations due to reductions in public funding, the
Council has implemented a commercial property investment strategy.
This is designed to achieve rental income and revenue savings from acquiring an investment
portfolio, whilst contributing to the Council’s overall regeneration aims for the borough. The
Council has approved funding via the capital programme in order to achieve these aims. The
investments made to date have all been within the borough of Rochdale, and as such have
contributed to the aim of supporting economic growth within the local area. The financial return
generated has been utilised to support the provision of services for the residents of Rochdale,
and it is planned that this will continue into future financial years.
Further details are outlined in the Council’s Capital Investment and Disposal Strategy.
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Part 4: The Council’s Capital Programme
4.1 The Capital Programme for 2020/21 to 2022/23 takes into consideration the priorities of the
Council and the resources available. The setting of the 2020/21 capital budget will follow the
steps below:





Initial budget as provisionally approved at Budget Council on 27th February 2019.
Review of 2019/20 and 2020/21 schemes – Finance Service has worked with Directorates
to review 2019/20 and 2020/21 schemes taking into account spend to date and previous rephasing of budget on the schemes.
Consideration of new schemes.
Member Review Session.

The result of the above steps will be to recommend a proposed Capital Programme for 2020/21,
and provisional Capital Programmes for 2021/22 and 2022/23 to Cabinet on 3rd December 2019.
4.2 When a scheme is approved and the proposed spend is profiled across financial years, the
scheme funding will be approved across these financial years and will therefore be considered
as a priority in future years. Any reduction in the funding of these schemes will only be
considered where contracts have not been entered into.
4.3 The Capital budget is created in line with the Council’s priorities:
 Place Plan – aligning capital investment to support the borough’s economic growth
potential and continue to regenerate our town centres.
 Corporate Plan – ensuring the borough maintains its high standard of quality building and
public space.
 Asset Strategy – aiming to hold fewer but more efficient assets, realising maximum value
from the estate whilst safeguarding its staff, customers and other building users.
4.4 The provisional 2020/21 Capital Programme of £57.0m and the provisional programme for
2021/22 were approved at Budget Council 27th February 2019, and are shown in Table 14. Table
14 shows the provisional capital expenditure by Directorate, and how the expenditure is
proposed to be funded.
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Table 14 Summary of Capital Programme
Directorate
Adult Care
Children's Services
Economy
Neighbourhoods
Public Health
Resources
Total Requirement
Funding Source
Prudential Borrowing
External Grant and Contributions
Invest to Save
Revenue Contribution to Capital Outlay
Total Funding

2020/21 2021/22
£'000
£'000
2,440
2,440
20,526
7,516
18,714
7,970
12,763
8,504
676
0
1,860
0
56,979
26,430
17,059
24,933
14,462
525
56,979

13,352
11,923
1,000
155
26,430

4.5 The Capital schemes are categorised as follows:


Annual Allocation - These schemes receive annual allocations either as a result of external
funding, or because the capital investment is essential for the Council to maintain current
service delivery or to meet statutory responsibilities.



Scheme started in previous years - These schemes are multi-year schemes that
commenced prior to 2020/21.



New Scheme - These are new schemes or schemes requiring additional funding for the
2020/21 capital programme.

4.6 Borrowing of £17.1m is required to fund expenditure relating to specific schemes in provisional
Capital Programme 2020/21. The revenue cost of this borrowing is approximately £1.4m per
annum.
4.7 An updated proposed Capital Programme for 2020/21, and provisional Capital Programmes for
2021/22 and 2022/23 will be submitted to Cabinet 3rd December 2019, as a basis for
consultation.
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P
Part 5: Strategies Linked to the Medium Term Financial Strategy
The Medium Term Financial Strategy is closely linked to a number of other key strategies of the
Council:
Treasury Management Strategy
Capital Investment and Disposal Strategy
Asset Strategy
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