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Non-Key Decision

If you have any questions about this report, please contact the report author in
advance of the meeting.

3.1

SUMMARY

The purpose of this report is to set out the processes the Council will follow for the
2025/26 to 2027/29 Medium Term Financial Plan process

RECOMMENDATIONS

Cabinet are asked to Resolve that:

e The 2 Phase Budget Process is again followed for the 2025/26 to 2027/28 Medium
Term Financial Plan:

KEY ISSUES

Financial Position

The next Budget to be set will be the 2025/6 to 2027/8 Medium Terms Financial Process
(MTFP). The Council, as with previous years will follow a 2 Phase process.

This initial Report will set out, in revenue terms

1) The National Impacts of the Chancellors Statement on the 29" July.
2) The 2 Phase timetable for both Councils.

3) The approved Starting Points for 2025-26 Budget.

4) Present risks and issues that will need to be addressed in the budget.

National Impacts of the Chancellors Statement on the 29" July
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The new Chancellor’s Initial Statement was made on the 29"July. This set out that:

o the results of an audit of public spending undertaken by HM Treasury, immediate
action to find savings in response, and long-term reforms to restore public spending
control and improve public services

o the date of the next Budget as Wednesday 30 October 2024 and formally
commissioned an OBR forecast for this date

o the launch of the next Spending Review which will settle 25-26 budgets alongside the
Budget and conclude the multi-year Spending Review in spring 2025

e acceptance of the recommendations of the independent Pay Review Bodies for public
sector workers’ pay

« the publication of next steps and draft legislation on priority tax commitments ahead of
full announcement and costing at the Budget

Of direct impact to the Local Government Sector will be:

e acceptance of the recommendations of the independent Pay Review Bodies for public
sector workers’ pay.

e VAT on Private School Fees & Removing the Charitable Rates Relief for Private
Schools.

« Changes to Planning Numbers and planning legislation.

Labour has pledged not to put up income tax or National Insurance rates, but confirmed
that they will have to increase some taxes in the Budget.

Here are the changes announced so far and the potential tax changes that could be
confirmed in the Autumn Budget later this year.

Winter Fuel Payment to be means-tested

The universal Winter Fuel Payment is worth up to £300 and currently paid to anyone
receiving the state pension to help with heating bills. The Chancellor has said the support
will be limited to those who receive pension credit or other means-tested benefits this
winter.

Adult social care cap shelved

A plan by the previous Conservative government to cap how much people have to pay
for adult social care from October 2025 will be shelved.

Public sector pay rises


https://www.which.co.uk/reviews/home-grants/article/cold-weather-payment-winter-fuel-payment-and-fuel-direct-ajAb61U0gPCI
https://www.which.co.uk/money/pensions-and-retirement/state-pension/pension-credit-am81l2B8WBw0
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Public sector workers are set to receive the following increases to their pay:

« NHS workers and teachers: 5.5%
o Armed forces personnel: 6%

e Prison service workers: 5%

e Police: 4.75%

Presently there is not a figure for local Government.

Other potential areas that the Chancellor could look to make announcements about later
this year include:

Capital gains tax hike

CGT is charged on the profits you make from selling an asset, such as a second property
or valuable possession. The Government is considering increasing CGT rates to match
those of income tax. The highest CGT rate is 28%, compared to the top income tax rate
of 45%.

Closing inheritance tax loopholes

IHT is a 40% tax charged on anything over £325,000 in your estate. However, the most
recent HMRC statistics show less than 4% of estates actually paid it in 2020-21. The
Government may therefore be tempted to make changes to IHT, with the Resolution
Foundation suggesting she could decide to end some of the generous reliefs which mean
people can legitimately reduce the bill for family members and friends.

Pension tax relief

A two-stage pensions review has already been launched by the Chancellor and she
could announce changes to the rules on pension tax relief too. Cusurrently, savers that
contribute to their pension pot get tax relief on any money put in. It's effectively a refund
and is linked to the rate at which you pay income tax. So basic-rate taxpayers get 20%
back, while higher and additional-rate taxpayers are entitled to 40% and 45%
respectively.

Council tax reform

Another area rumoured to be in line for a shake-up is council tax. There is speculation
that the government will overhaul the current 'band' system and replace it with a flat 0.5%
tax based on the value of a home.

If that were to happen, it would mean some houses might see council tax bills fall, while
others would rise. For example, current Nationwide Price Index data shows residents in
London, where the average home costs £525,248, could theoretically end up paying


https://www.which.co.uk/money/tax/inheritance-tax/ways-to-avoid-inheritance-tax-aQp6g1p9xVJQ
https://www.which.co.uk/money/tax/council-tax/council-tax-bands-aCB0I1o9UTe1
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much more (£2,626) than someone living in the same type of property in the North of
England, where an average £158,467 home could mean a £792 annual council tax bill.

Crackdown on spiralling insurance costs

The government pledged to tackle the problem of soaring car insurance premiums in its
election manifesto and more details could be included in the Autumn Budget.

Fuel duty rise

The Government could raise the rate of fuel duty — a tax charged per unit of fuel
purchased which is included in the price paid for petrol, diesel and other fuels used in
vehicles or for heating. The rate has been frozen since 2011 and was cut temporarily by
5p in 2022. That reduction was extended in the Spring Budget 2024.

Proposed 2 Phase Budget Timetable
The following is the proposed budget timetable for 2025/6:

7t August — Initial Budget Setting Report to CMT

28™ August — Initial Budget Setting Report approved by CWG

11t September — Initial Budget Setting Report approved at Cabinet

29t October — Chancellors Announcement

30" October — Phase 1 Budget and Fees and Charges to CMT

6" November - Phase 1 Budget and Fees & Charges approved at CWG

20" November — Phase 1 Budget and Fees & Charges approved for Consultation by
Cabinet

11 December — Phase 1 Budget and Fees & Charges Consultation Responses/Updates
at CWG

18t December — Estimated Provisional Local Government Settlement Date

7" January - Phase 1 Budget and Fees & Charges approved by Cabinet

8t January — Phase 2 Budget approved by CMT

15™ January — Phase 2 Budget approved by CWG

22" January — Phase 1 Budget and Fees & Charges Approved by Council

12t February — Phase 2 Budget approved by Cabinet

19" February — Phase 2 budget and Council Tax Resolution approved by Council

Approved Starting Point for 2025/6 Budget

The Bromsgrove position is on the following page, the base assumptions are:

1) Pay Award from 25/6 is 2%.
2) Fees and Charges increase by 2%.
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3) Council Tax — Figures assume the full 1.99% allowable increase over all years of the
3-year MTFP.. For prudence, it is assumed that increases of 150, 200 and 150 over
the three-year period.

4) Business Rates Increases — business rates assume no growth in the base.

5) New Homes Bonus/Government Grants — It is assumed that levels would be the
same as previous year.
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Present Risks and issues that will need to be addressed in the budget

3.20 The following are risks that will need to be considered in the formulation of this year’s
budget:

e The actual 24/5 pay award and if it is funded?
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e Can Fees and Charges move up by more than 2%?

e |Is 2% right for pay inflation?

e What is the right assumption for changes in pension costs from 2026/7 as at the
moment this has contributed £1m?

e How will increases in planning numbers increase Council Tax numbers in the MTFP
time period?

e Are 24/5 savings being delivered?

Legal Implications

No Legal implications have been identified.

Strateqic Purpose Implications

Relevant Strateqgic Purpose

The Strategic purposes are included in the Council’s corporate plan and guides the
Council’'s approach to budget making ensuring we focus on the issues and what are most
important for the borough and our communities. Our Financial monitoring and strategies
are integrated within all of our Strategic Purposes.

Climate Change Implications

The green thread runs through the Council plan. Every report has potential financial
implications and these in term can have implications on climate change. These will be
addressed and reviewed through individual reports when relevant by climate change
officers will ensure the correct procedures have been followed to ensure any impacts on
climate change are fully understood.

Other Implications

Customer / Equalities and Diversity Implications

None as a direct result of this report.

Operational Implications

Managers meet with finance officers to consider the current financial position and to
ensure actions are in place to mitigate any overspends are resolved in the following
years budget.

RISK MANAGEMENT

The financial monitoring is included in the corporate risk register for the authority

APPENDENCES
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None
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