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Chelmsford City Council Cabinet 
 

8th October 2024 
 

Annual Financial Review 2024/25  
 

Report by: 
Cabinet Member for Finance 

 

Officer Contact: 

Phil Reeves, Accountancy Services Manager (S151 Officer), 01245 606562, 

phil.reeves@chelmsford.gov.uk  

 

Purpose  

To update members on the Council’s overall financial outlook for current and future 

years. 

Options 

To agree or vary the proposals contained within this report whilst paying regard to the 

financial sustainability of any amendments. 

Preferred option and reasons 

Accept the report’s projections and recommendations. The report outlines the likely 

financial outcomes based on current approved policy and budgets.  

Recommendations 
1) That Cabinet note the financial forecast and use it as a basis to prepare 

the 2025/26 budget.  In particular, that Cabinet   

• review capital spending to ensure it remains affordable; 

• continue to explore options to reduce the costs of providing services; 

• review fees and charges;  

• continue pressing the Government to provide more financial support or 

open up additional options for funding local government; 

mailto:phil.reeves@chelmsford.gov.uk
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• in case these actions are not sufficient for a balanced 2025-26 budget to 
be set, consider how a new charge for collecting garden waste could be 
introduced.  

2)  That Cabinet approves the amended capital programme (appendix 2) 

 

1. Background  
 

1.1. In January, the Cabinet is required to make a proposal to February Council for the 

2025/26 Budget. This report forms a key element of the process, enabling Cabinet 

to  

• develop a robust and balanced budget proposal for 2025/26; and 

• sustainably manage the Council’s finances. 

 

1.2. A balanced budget for a Council is legally defined as where the expenditure plans 

of the authority are fully funded from income and reserves. 

 

1.3. The assessment of a robust budget is made by the Council’s statutory finance 

officer (s151 officer) and is included with the budget proposals made to Council 

each February.  

 

1.4. The Council is legally required to budget and account for its finances as: 

• Revenue: day-to-day expenditure to deliver services such as employee 

costs 

• Capital: broadly capital is defined as expenditure that relates to the 

acquisition or enhancement of assets which have a useful life of more than 

12 months and are charged to the Council’s balance sheet. 

 

1.5. For Cabinet to assess the current and projected financial position, this report 

includes projections of: 

• Appendix 1 – current year (2024/25) revenue expenditure and income 

measured against the original budget 

• Appendix 2 – capital programme expenditure and funding projection  

• Appendix 3 – five-year forecast of revenue expenditure and income  

• Appendix 4 – five-year forecast of revenue reserves (2025/26 to 2029/30) 

 

1.6. Using the financial projections, a high-level summary of actions has been 

produced.  
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2. High-level summary of Findings  
 

2.1. Revenue Budget Monitoring for the current year 2024/25 as detailed in Appendix 

1 

 

2.1.1 The current forecast highlights:  

o Net service expenditure and income is expected to be favourably £1.4m 

below budget. This is broadly from an overspend on employee costs of 

£1.7m, underspend of £1.5m on other expenditure and additional 

income of £1.6m. 

o On Housing Benefit (HB) subsidy and payments, a net adverse variance 

of £0.3m arising predominantly from insufficient government funding of 

benefit paid by the Council for supported housing.  

o As a result of the above Service and HB variances, there is a £1.1m 

favourable variance (allowing for rounding). 

o Non-service income and expenditure (capital financing etc.) is forecast 

to be favourably underspent by £0.5m. 

o General Fund Reserve use, because of the above variances, is expected 

to be £1m lower than budgeted. This is favourable. 

 

2.1.2 The net service and HB underspend of £1.1m is analysed as follows:  

o An approved £0.5m ongoing overspend to fund the higher costs of the 

2024/25 pay award  

o An approved £0.1m ongoing overspend on additional employee costs 

(temporary Housing Benefit staff and Housing Standards) 

o £1m net underspend on Temporary Accommodation (homelessness) 

o £1m underspend on Electricity and Gas (which is offset by reserve 

movements) 

o £0.6m additional net income from one-off grants, allowing for associated 

costs 

o £0.6m staffing overspends, after allowing for approved variations, such 

as the  additional cost of the 2024/25 pay award. 

o £0.3m HB Subsidy overspends 

 

2.2. The Capital Programme and its associated financing costs 

 

2.2.1 Appendix 2 includes the details of the approved capital programme and any 

forecast variances.  

 

2.2.2 Within Appendix 2, there is a forecast revenue cost to finance the capital 

programme. It also includes details of forecast borrowing and Community 

Infrastructure Levy (CIL) income.  

 

2.2.3 Commentary on Appendix 2  

• The overall cost of the currently approved programme is not materially 

different. 



4 
 

• Cabinet is asked to approve the variations identified in the appendix where 

necessary. 

• The levels of projected debt over the forecast period have increased due to 

a new lower forecast amount of CIL income. The approved capital 

programme as a result requires more borrowing to fund it. The reduced CIL 

is a result of a market-driven slowdown in house-building, including higher 

costs of construction.  

• The budget for the net revenue financing cost  of the capital programme is 

£1.1m for 2024/25 and that cost is forecast to rise significantly.  Most of the 

increase is due to funding replacement equipment. The capital programme 

is a key part of the financial plans supporting current service delivery and 

supporting the achievement of Our Chelmsford, Our Plan. The budget 

process for 2025/26 will again need to make a wider assessment of the 

affordability of the capital programme, given the large forecast budget deficit 

discussed below.  

 

 

2.3. Revenue 5-year forecast projections  

 

2.3.1 The budget shortfall projection is shown in detail in Appendix 3. The budget 

shortfalls currently projected are (nearest million): 

 

 2025/26 
£ms 

2026/27 
£ms 

2027/28 
£ms 

2028/29 
£ms 

2029/30 
£ms 

Annual 
shortfall  

4.0 3.1 1.8 2.2 2.2 

Cumulative 
Shortfall  

4.0 7.1 8.9 11.1 13.3 

 

• The main causes of these deficits are: 

▪ Homelessness costs . The national housing crisis continues to cause an 

increase in the number of people the Council has to house in temporary 

accommodation. The trend has lessened from 2023/24 but as each new 

case costs the Council over £13,000 a year, it remains the most 

significant financial problem the Council faces.   

▪ Inflation (including pay and National Living Wage) 

▪ The cost of financing capital spending 

▪ The impact of ceasing to use general reserves to support the revenue 

budget (the 2024/25 budget used £1.1m to support ongoing expenditure, 

which means higher savings are needed in 2025/26)  

▪ Funding from Government has fallen despite the increased cost of 

delivering services, while Government limits on the size of Council Tax 

rises have kept these below inflation. 

 

2.3.2 The Government currently intends to provide a one-year core local authority 

funding settlement for 2025/26. Officers expect a three-year settlement to be 

announced at some point in 2025, so ongoing funding remains uncertain. There 
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are reasons to be hopeful that Government funding may increase, which would 

reduce the forecast deficits, but evidence is insufficient to justify budgeting 

(forecasting) on that basis. 

 

2.3.3 Any additional Government funding will almost certainly not close the budget 

gaps sufficiently to avoid some difficult decisions having to be made within the 

budget. This is discussed in paragraph 3. 

 

2.3.4 Reserves continue to support the budget. For example, within the forecast 

period some £4m of earmarked reserves is making good temporary losses in 

commercial rent income and £1m is funding the development of the local plan. 

However, the General Fund reserve has limited scope to support the budget 

going forward. Projections of reserves are discussed below (figures in Appendix 

4).  

 

2.4. Reserves: 5-Year Forecast 

 

2.4.1 The Council’s reserves are revenue money set aside to fund future known 

costs, fund known risks should they be realised and cover unexpected costs or 

loss of income. The Council has earmarked reserves for specific identified risks 

and costs, plus it has an unearmarked General fund balance to act as 

contingency. The projected level of reserves is shown in detail in Appendix 4.  

 

• The s151 officer is required to set a recommended level of general fund 

reserve (contingency); the target remains at £9m. A review of the 

recommend level of General balance will take place in the 2025/26 budget 

but is unlikely to be lowered in advance of any Government three-year 

settlement being announced. 

• The projections allow for a number of transfers between reserves which 

become part of the budget. The most material transfer thought necessary in 

2025/26 is £2.475m from the General balance to a Rent income reserve to 

fund shortfalls due to predicted vacant periods in Council-owned 

commercial properties. After allowing for the transfers, the level of 

earmarked reserve to manage specific risks and costs is identified in 

Appendix 4.  

• The General balance is forecast to fall from £14.6m to £8m in the 5-year 

forecast period. However, the balance is expected to remain above £9m 

until 2027/28 by which time the Government funding position should be 

established. Currently, the s151 officer views the levels to be within 

tolerance of the £9m target, given forecasting error risk, though the position 

needs to be monitored closely.  
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3. Actions and Conclusion  
 

3.1. On current Council plans, a budget gap of £4m in 2025/26 and £13.3m in total 

across the five-year period is forecast. 

 

3.2. The Council has limited scope to use more reserves to support the budget. Also, 

additional use would create a larger shortfall in the next financial year.  Reserves 

should only be used this way if no other reasonable alternatives exist or there is a 

robust expectation of a resolution in a later year. 

 

3.3. There should be continued lobbying of government to make it fully recognise the 

dire financial position of local authorities nationally and to provide significant 

additional ongoing funding.  

 

3.4. The budget shortfalls cannot easily be closed unless significant additional 

government support is confirmed, so the budget process will need to: 

 

• Undertake the annual process of service budget reviews by directors in 

consultation with cabinet members to find savings with limited impact on 

services. Overall savings are likely to be limited in value. 

• Use any additional freedoms offered by the Government to increase Council 

Tax in 2025/26 to protect against service cuts. 

• Undertake initiatives to reduce Temporary Accommodation cost per case. 

However, this is difficult as there are growing numbers of homeless 

households nationally and therefore strong competition for scarce housing. 

A significant proportion of the Council’s Temporary Accommodation use is 

also owned by Private Landlords and so price rises are likely and largely out 

of the Council’s control. 

• Review the capital programme to ensure spend and any financing costs are 

directed effectively towards meeting corporate priorities. The Council’s 

assets should continue to be reviewed and managed to keep costs low and 

increase income either from disposals or improve their operational use. 

• Review all fees and charges. 

• Re-assess existing levels of service provision as they may be unaffordable 

in the medium term. 

• Consider introducing a new charge for collection of garden waste. 65% of 

Councils currently charge for garden waste collections and this number is 

expected to increase to over 80%, mainly in response to the severe financial 

pressures that local authorities are experiencing. In Essex, all Councils now 

make a charge for garden waste collections with the exception of 

Chelmsford, Rochford and Epping Forest. A charge of around £60 could be 

expected to generate £1.3-£1.7m a year. Given the projected budget gap 

for next year and across the forecast, it is unlikely that the Council will be 

able to balance its budget without a garden waste charge. A decision on this 
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should be taken once it is known whether the Government proposes to offer 

the Council significant levels of additional funding.   

 

3.5. Which actions will be necessary to balance the 2025/26 budget and provide a 

step towards improved long-term finances will be dependent on the funding 

decisions of Government. Between now and Christmas that funding should 

become clearer, at least for 2025/26.    

 

List of appendices: 

• Appendix 1 - current year 2024/25 revenue expenditure and income measured 

against the original approved budget 

• Appendix 2 - capital programme expenditure and funding 

• Appendix 3 - five years of revenue expenditure and income  

• Appendix 4 – five years revenue reserves  

Background papers: 
Nil 

 

Corporate Implications 
 

Legal/Constitutional: To meet the legal requirements placed on the Council to set a 

balanced budget and approve a level of Council Tax for the coming year. 

Financial: As detailed in the report. 

Potential impact on climate change and the environment: The Council’s budget 

supports the Council in delivering its environmental objectives. 

Contribution toward achieving a net zero carbon position by 2030: The report provides 

funding for initiatives to contribute towards this goal. 

Personnel: Within the Budget, employee costs are the largest single expenditure. The 

limited financial resources and increasing inflationary pressures will make it difficult to 

maintain existing staffing levels.  

Risk Management: 

A review of the risks is identified. 

Equality and Diversity: 

N/A 

Health and Safety: 

N/A 

Digital: 

N/A 
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Other: 

N/A 

 

Consultees: 
 

Cabinet Members, Chief Executive and Directors, Monitoring Officer 

 

Relevant Policies and Strategies: 

 
Capital, Investment and Treasury Management Strategies 2024/25 (Full Council 
February 2024) 
 
Budget report 2024/25 (Full Council February 2024) 
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Summary Revenue Monitoring (mid-year) 

The following dashboards highlight the latest forecast for year-end spend, income, and reserve 
movements for the current financial year.  
 
The current forecast identifies an overspend on employee costs of £1.7m, an underspend of £1.5m on 
other expenditure and additional income of £1.6m, resulting in a net service underspend of just over 
£1.4m before Housing Benefit (HB) subsidy. After the HB subsidy variation, the net service 
underspend is just under £1.1m. 
 
There are a few variations between the various graphs below that offset each other, such as the 
underspend on Temporary Accommodation (TA) costs that offsets with significantly reduced rent 
income from TA, resulting in a net saving against budget of £1m.  
 
Of the £1.1m underspend, a £500k overspend has been approved for the 2024/25 pay award, plus a 
further £117k of supplementary estimates for additional employee costs. The balance of the £1.1m 
after allowing for the approved variations is a net underspend, including additional income, of £1.7m. 
The key variations are: 

• £1,005k underspend on TA 

• £953k underspend on Electricity and Gas 

• £583k additional net income from one-off grants 

• £600k staffing overspends after allowing for approved variations 

• £300k HB Subsidy overspends 

 

There are several changes to the service budgets that need to be reflected in the 2025/26 Original 
Budget process as they are ongoing. These are identified with variances in the charts below. 
 
The charts below highlight further detailed variations and the associated actions and risks, with non-
service items and reserves movements at the bottom of this dashboard.  
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Capital Programme and its Impact on the Revenue Budget 
 

1.1 The Council’s February budget and capital strategy reports explain in depth the difference between capital 

and revenue. Broadly, capital can be defined as expenditure that relates to the acquisition or enhancement 

of assets which have a useful life of more than twelve months and are charged to the Council’s balance 

sheet. 

1.2 The Council will only undertake capital investment in support of its priorities and where it supports asset 

maintenance, invest-to-save schemes, or strategic intent (such as the provision of affordable housing or 

Climate Emergency initiatives). Capital spending plans, whether funded from internal resources or through 

borrowing, must be affordable, prudent, and sustainable. 

1.3 This report updates the capital programme for changes identified by officers. There are no material changes 

that require prudential indicators to be updated, except for identifying the new borrowing forecasts further 

below which will be confirmed and reapproved in February. 

1.3.1 The Council’s capital programme is shown on page 16 in Table Capital schemes and Table Replacement 

Programme on page 27. They changes can be summarised as: 

1.3.2 Total Capital schemes – budgeted approved costs are £119.25m, however there is an expected increase in 

costs of £2.381m. Most of this increase is due to £2.61m additional expenditure for a scheme (ref 28) where 

government grant funding is being passed to CHP to deliver housing and needs no approval. The remaining 

net variation is a reduction of £0.229m. Detailed variations for Cabinet approval are on page 26. 

1.3.3 Total Replacement Programme spend for 2023/24 is shown on page 30. Some £0.8m of the budget needs 

carrying forward and approval into 2024/25. This would increase the 2024/25 budget to £6.408m. At 

February Council, a budget of £7.057m was also approved for replacements required in 2025/26.  

1.3.4 The budget proposals for 2025/26 will include any necessary revisions to the existing programme and any 

new schemes needed to deliver corporate plans. 

 

Financing the Capital Programme and Implications on the revenue budget 
1.4 The capital programme is different from revenue budgets in that borrowing and asset sales may be used to 

fund expenditure. The resources used to finance the Council’s capital programme are always estimated as 

part of the budget process but only finalised under delegation at financial year-end. The s151 Officer will 

determine the optimal mix of resources at the end of the financial year. The actual methods of financing can 

differ from the estimates depending on the life of assets being financed, resources available, and the relative 

costs of each resource. 

1.5 The impact on the Council’s revenue budget due to undertaking capital investment is via: 

• Additional running costs, income, or savings resulting from the acquisition of equipment or on 

completion of a capital project. 

• Funding capital schemes 

A) Direct Revenue Financing of capital schemes. An expenditure line in the Council’s Revenue budget 

which in effect funds capital expenditure instead of, say, borrowing. 

B) Borrowing costs. Interest and principal repayments (Minimum Revenue Provision (MRP)) are a 

revenue cost. 

C) Feasibility or design works on schemes that do not lead to an asset are revenue costs. Any such costs 

are initially funded from capital, capital grants, or borrowing, but will need to be charged to revenue 

resources. This is a requirement under government accounting practice. Although necessary to 

ascertain viability of some larger schemes, this will have a detrimental impact on revenue reserves so 

needs to be minimised. Feasibility expenditure is often essential to determine if a scheme is affordable 

and the best option.  

1.6 The Council does not have sufficient capital resources available to fund its capital programme so requires the 

use of borrowing. Borrowing does not necessarily lead to taking out external loans as the Council can and 
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does borrow internal cash such as the general fund balance or unspent CIL (community infrastructure levy, a 

charge on developers) funds. The latest projections of the Council internal and external borrowing are:  

The borrowing forecast for 2024/25 is lower than that made in February Council. However, the borrowing 

forecasts for later years have increased due to lower-than-expected CIL receipts. The level of borrowing is 

not the key financial metric, it is the cost of financing debt that determines what is affordable. Those costs 

are discussed below. 

The useful life of the asset determines how quickly we need to repay the debt through MRP. Most 

replacement assets such as vehicles and plant tend to have shorter life than larger assets such as buildings 

and land. Consequently, the MRP charged to revenue for assets in the replacement programme is 

significantly higher than the debt repayment charge for one-off schemes which tend to create assets with a 

longer life. 

The MRP repayments of internal and external borrowing are forecast to be: 

 
The MRP costs are now forecast to be lower for the period 2024/25 to 2026/27 than the February budget 

identified as expenditure was slower than planned. The changes however are not material to the budget gap. 

1.7 The net cost after allowing for interest income and expenditure of financing the capital programme is: 

The net financing costs forecast for the period up to 2025/26 are lower than those forecast in the 2024/25 

budget report but not materially. The 2026/27 net financing costs increased by circa £1m over the 2024/25 

Internal and External Borrowing Combined 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30

£ms £ms £ms £ms £ms £ms £ms £ms

New Annual Borrowing 17.059 3.020 9.118 17.894 9.742 5.946 6.033 2.782

Less MRP Repaid -0.595 -0.811 -1.094 -1.531 -2.459 -2.537 -3.195 -3.844

Cumulative Borrowing (Capital Financing Requirement) 35.362 37.571 45.595 61.958 69.241 72.650 75.488 74.426

Breakdown MRP Repaid 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30

£ms £ms £ms £ms £ms £ms £ms

Capital Schemes Approved 0.408 0.496 0.702 0.881 0.977 1.060 1.130

Capital Scheme New Proposals

Capital Schemes MRP 0.408 0.496 0.702 0.881 0.977 1.060 1.130

Capital Replacements life less than 10 years 0.013 0.229 0.886 1.077 1.501 2.055

Capital Replacements Finance Leases 0.403 0.585 0.600 0.692 0.483 0.634 0.659

Capital Replacments MRP 0.403 0.598 0.829 1.578 1.560 2.135 2.714

Total MRP Repaid in Year 0.811 1.094 1.531 2.459 2.537 3.195 3.844

Budgeted Net Revenue Costs Changes - financing costs of Capital Programme

23/24 24/25 25/26 26/27 27/28 28/29 29/30

£ms £ms £ms £ms £ms £ms £ms

Estimate interest income -2.884 -1.01 -0.697 -0.645 -0.657 -0.711 -0.684

Estimate interest costs 0.216 0.856 1.522 2.287 2.558 2.632 2.558

Estimated MRP schemes and leases 0.81 1.134 1.53 2.46 2.54 3.2 3.84

Net Revenue cost of financing capital -1.858 0.98 2.355 4.102 4.441 5.121 5.714

Financing Cost less

Income gain from new scheme proposals 0 0 0 0 0

Income gain from existing schemes MRP -0.01 -0.08 -0.09 -0.1 -0.1

Income gain from existing schemes - interest assumed borrowing at 3.8% -0.03 -0.269 -0.307 -0.307 -0.307

Net financing cost after scheme benefits 0.98 2.315 3.753 4.044 4.714 5.307

Change Year on Year 0.47 1.335 1.438 0.291 0.67 0.593
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budget assumptions due to a much lower level of CIL receipts then previously forecasted. It is worth noting 

that no revenue or capital benefits from the development of the Chelmer Waterside site are included. 

1.8 In the coming year, new accounting regulations will be implemented that may require restating the overall 

debt position to fully reflect leases the Council has already undertaken as they will become categorised as 

borrowing. In real terms, this has no impact on the Council’s liabilities but merely changes how they are 

accounted for. 

1.9 As mentioned above, a key funding resource is CIL. The projected receipts are shown below, and they are 

expected to be revised down further during the budget process, due to a slowdown in house-building which 

is driven by market factors. However, in the medium term, changes to housing targets and economic factors 

may have a positive impact and result in upward revision post-budget. Reductions in CIL income will increase 

borrowing projections and revenue costs, as noted in paragraph 1.8 above.  

The Affordability of Capital Expenditure 

1.10 Within the context of the budget gaps, any capital expenditure that increases revenue costs could be 

deemed to be unaffordable. However, capital expenditure is a form of service delivery and is required to 

maintain existing service provision; equipment must be bought to maintain, say, collection of domestic 

waste, and refurbishment of buildings is necessary to ensure they remain fit to deliver services from. The 

budget process for 2025/26 will again need to make that wider assessment of the need for capital 

expenditure versus its cost to the revenue budget. The forecast includes the net financing cost for the 

current capital expenditure budgets. 

1.11 The Council’s capital expenditure plans are financed by £31.8m of estimated CIL income between now and 

2028. Lower than forecast CIL income will mean increased external borrowing. The projections of CIL are a 

key element in determining the extent of the Capital Programme affordability. 

Conclusion 

Financing the cost of the capital expenditure is necessary to deliver Our Chelmsford, Our Plan. Changes to reduce the 

cost of the approved programme may be possible but must be judged within the context of how they impact current 

and future service delivery plans.  

Should CIL forecasts change, there will be a need to fund more external borrowing. 

The programme and resourcing will be re-assessed during the autumn as part of the budget and reported back to 

Cabinet in January.     

Change in CIL Forecast 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30

£ms £ms £ms £ms £ms £ms

Current -0.1 -1.4 -4.9 -8.2 -8.9 -8.3

Previous (February Budget Report) -3 -12.7 -18.6 -9.9 -7.4 -9.2

+lower expected CIL in year/-higher expected CIL in year 2.9 11.3 13.7 1.7 -1.5 0.9

+Cumulative lower expected CIL receipt 2.9 14.2 27.9 29.6 28.1 29.0
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Scheme Description

Latest 

Approved 

Budget

Estimated 

Budget 

Required Variation Variation Type

Percentage 

Change Reason

£000's £000's £000's

1 Riverside Elevations 22 0 -22 Budget removed -100.00% Scheme removed remaining spend on scheme transferred to revenue as aborted cost

13 Various Land Sites' Disposal Costs 867 612 -255 Reduced Budget -29.41% Spend on development sites agreed to be transferred to Guiness Housing transferred to revenue as aborted costs 

15
Apiary Yard (Galleywood Hall) Development 

Industrial Units
1,632 1,678 46 Increased Budget 2.82%

Scheme completed and has resulted in an overspend.  Additional spend in relation to meeting access requirements 

imposed by ECC.

19
Refurbishment of Commercially Leased Properties - 

Eagle House
2,200 2,136 -64 Reduced Budget -2.91% Completed scheme resulted in underspend

22

Housing Initiatives to Support the Homelessness and 

Rough Sleeper Strategy and Affordable and Social 

Housing - Development

252 0 -252 Reduced Budget -100.00%
Railway Street site to be transferred to Guiness Housing for development therefore spend to date on scheme has 

been transferred to revenue as aborted cost, £142k.  Remaining budget not required, £110k.

27 Local Authority Housing Fund Round 2 0 2,610 2,610 Increased budget fully funded 100.00%
We have been awarded a grant from DLUCH which has been transferred to CHP towards the acquisition of 15 

properties.

43 Green Fund Initiatives Phase 1 355 318 -37 Budget reduced -10.42%

Although this is being reported as a variation the spend did take place but did not qualify as capital and was 

transferred to revenue.  Appropriate revenue resources have been allowed for to fund this cost in financial planning.  

The budget has been reduced by this amount.

57 Public Realm Tindal Square Design and Construction 4,727 5,034 307 Increased Budget fully funded 6.49%

 The final account has now been agreed, although still not confirmed in writing.  Under the terms of the contract for 

the project it is anticipated that due to a number of compensation events that an additional budget of £307k is 

required to close the final account.  ECC have agreed in principal to provide funding towards the cost of £65k with 

the remainder coming from strategic CIL as previously agreed cost of scheme should come from CIL.

65 S106 Strategic Borough Sports 0 71 71 Increased budget fully funded 100.00%
Although there was no budget for this spend there is an agreement to transfer grant payments to Runwell Sports 

and Social Club to match their expenditure for a new facility.

Reasons for Variations Greater Than £25,000
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APPENDIX 3 

Revenue Budget Projections for next five years 

1. Below is a high-level summary of forecast changes in the Council’s income and expenditure compared to the

approved original 2024/25 budget. Minus figures are Council gains and positive are adverse costs (or less 

income). The bottom figures in yellow show the deficits, firstly for each year, then cumulatively assuming the 

preceding year is not balanced. For 2025/26, the Council has a £3.952m budget shortfall (deficit). 

2. Below are short explanatory notes on the key variances identified above:

a. The Council is forecast to spend less on homelessness and associated housing service costs in 2025/26

than the current 2024/25 budgeted amount. This lower forecast is justified as the caseload was expected 

to be 531 on the 1st April in 2024/25 budget but in fact it was 458. Additionally, other factors such as 

improved recovery of arrears and lower repairs cost should mean that 2025/26 Housing expenditure is 

£301k below the 2024/25 budget.  

Unfortunately, the number of households in TA is expected to continue to rise by 70 each year of the 

forecast. So, homelessness costs remain a significant factor in the Council’s financial challenge. TA 

requirements are hard to predict, so the budget may include amended assumptions. 

b. Pay pressures remain, with private sector pay increases running above those awarded to Council staff. A

3% increase in the pay bill has been allowed for in the projections. Plus, an extra £0.5m is included to 

reflect the 2024/25 pay award of £1,290 or 2.5% which costs more than the 3% provided in the 2024/25 

budget. 

c. Inflation has eased but in a number of areas it has remained a problem, such as building and vehicle fleet

maintenance. Most software licences now also include an inflationary increases clause. Allowance has 

been made for these costs. On the more positive side, energy cost pressures have lessened to be below 

the projected budget. The forecast assumes prices broadly remain constant with 2023/24 costs. Any 

increases will be funded from reserves on the basis they are just volatility.  

d. The Government fully funds most housing benefit paid out by the Council; the main exceptions are TA

rents and the costs of support in supported housing rents. The Council’s budget for supported housing 

benefit needs to rise to reflect higher demand and cost of provision. 

e. Income estimates have been increased in a number of areas reflecting a better 2023/24 outturn position.

However, expenditure budgets need to be increased to reflect the work in generating the extra income. 

There is a net gain of £464k which arises from theatres, leisure, car parks, and waste.  

N
o

te

2025/26 

£000s

2026/27 

£000s

2027/28 

£000s

2028/29 

£000s

2029/30 

£000s

Housing & Temporary (TA) accommodation a -300 1,150 1,012 1,013 1,014

Pay@ 3% b 1,278 1,320 1,370 1,411 1,460

Pay 2024/25 impact b 500 0 0 0 0

Energy saving (excluding reserves) c -300 0 0 0 0

Other Inflation on costs c 473 366 378 396 414

Income @3% assumed increase -878 -879 -908 -935 -963

Funding for services to meet costs of City Growth 177 196 167 167 167

Housing Benefit non-TA d 333 0 0 0 0

Net change income (allowing for associated costs) e 192 110 0 0 0

2024/25 Savings not expected to be achieved f 401 0 0 0 0

Other 217 -13 -2 26 18

Capital Financing (see Appendix 2) 1,335 1,438 291 670 593

Impact of Reserves from 24/25 g 1,110 0 0 0 0

Council tax 3% increase & housing growth -586 -556 -504 -519 -535

Budget Shortfalls 3,952 3,132 1,804 2,229 2,168

Cumulative shortfall 3,952 7,084 8,888 11,117 13,285
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There are several income budgets that will need to be reduced following a review of the 2023/24 outturn, 

totalling £656k. The adverse variations are in Trade waste, Events, Bereavement services, Building 

control, Local Land charges and Licensing. 

f. For well over a decade, the Council has each year had to find savings and additional income to balance its

budget and maintain service provision. It is increasingly difficult to identify and deliver new savings after 

such a long period. Some £401k of planned employee savings included in the 2024/25 budget (including 

an extra £180k of vacancy factor) is currently thought to be unachievable. For financial planning, it is 

assumed these will not be achieved on an ongoing basis, however they will be reviewed again in the 

budget process. It is likely, going forward, that not all the savings identified will be delivered in the target 

time scale set in the budget.    

g. The 2024/25 budget was approved with an unresolved budget gap which was prudently funded from the

general reserve. This reflected the difficulty in finding ways to resolve the gap but also the risk that 

Housing/TA costs could be significantly lower than budgeted for in 2024/25 (which current monitoring in 

Appendix 1 shows). The use of general reserves in 2024/25 is not repeated in the 2025/26 forecast, so the 

reduced use of reserves shows an adverse variance (effectively less income to revenue budget).   

h. Changes in the cost of Capital Financing are explained within Appendix 2.

3. Upsides, Risks, Uncertainties and Alleviations

There are a small number of key assumptions that are very significant to the overall outcome of the forecast. 

Officers believe changes to these key assumptions would result in changes to the forecast amounting to 

several million pounds in 2025/26 for better or worse. These are discussed below.  

The more positive outcomes in the forecast rely on Government providing more funding. It seems logical 

that more funding is likely, given the number of local authorities failing. However, there is no certainty as no 

figures or formal commitments have been given, the wider context of the Government’s announced £22bn 

funding black hole and the fact that district councils tend to be lower priority than social care. If any 

additional funding happens, it will be announced before the budget. For now, financial planning in the 

central case in this report relies on what is known and quantifiable. The key risks and uncertainties (including 

upsides) to the forecast are discussed in brief below; most have already been discussed in detail in the 

February 2024/25 budget report   

a. Government core funding (£8m).  It appears almost certain that there will be a one-year settlement for

2025/26 and, at some point in 2025/26, an announcement of three years of funding beginning in 

2026/27. The current intention of government looks to be that the three-year settlement will be a 

complete overhaul of local authority funding allocations and consolidation of funding streams. Previous 

attempts to reform funding allocations left the City Council in a worse position than before the change, 

though it seems unlikely that there will be a downside risk to the Council. The forecast assumes 2% 

increases in funding; indicatively, a further 5% increase in core funding would be an extra £0.4m a year. 

b. Business Rate Retention. No changes to the scheme are expected in 2025/26, so the forecast assumes

£2.25m of usable income each year. However, the Government has stated a desire to consolidate income 

streams to Councils. This could potentially mean winners and losers across all authorities or relatively 

small gains for some authorities. It is reasonable to conclude there is more downside risk to Business Rate 

Retention income from 2026/27 onwards. The approach taken is to set aside up to two years of income in 

a reserve, to protect against fluctuations and the complete loss of this income. Any additional gains in the 

current year over the budgeted income should be treated as one-off and set aside to fund capital (in 

order to lower long-term borrowing costs). 

c. Extended Producer Responsibilities (EPR). The Government charges a levy on packaging companies, and

this will start being paid over to Councils during 2025/26 or 2026/27. The EPR scheme will require 

improvements to local authority recycling arrangements so may require additional expenditure. The EPR 

funding is thought likely to be a significant net financial gain for the City Council. Indicatively, the gain 
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could be £1.5m a year, though it could be significantly more or less. The current forecasts do not include 

any allowance for EPR funding as the timing of the payment is uncertain, the amount is unknown and the 

Government could in later years potentially consolidate the EPR funding into the Core funding 

settlement. EPR funding could reduce the budget shortfalls, but it is most unlikely to remove the overall 

deficit. It is expected that a clearer explanation of the Government position and first year funding will be 

available in November 2024. 

d. Planning charges. The Government is consulting on allowing more freedoms for Councils to set planning

charges. The gain could be £0.1m to £0.2m. 

e. Government funding of Temporary Accommodation (subsidy loss). Currently, each extra case of

homelessness placed in TA costs the Council £13.4k a year in subsidy loss. Government funds TA Housing 

Benefit at the lowest 30th percentile of 2011 rents. If funding were increased to the 2024 equivalent rents, 

the Council would gain circa £1.3m a year. Discussions with the Government at officer level have 

provided positive feedback but given the overall financial position of Government, any additional funding 

may not be deemed affordable. No change in funding has been allowed for, as there is currently 

insufficient evidence of change.   

f. The number of cases in TA will still be an important determinant of the overall Council budget. Variations

in case load projections are lower than those included in 2024/25 budget, and this has been allowed for 

in the forecast. Further improvements are possible but there remains risk of spikes and ongoing increases 

in demand for homeless services.  

g. Pay Rises remain more of an issue than in the years prior to the pandemic, where Council pay awards

were on average around 1.5%. Increases in the national living (minimum) wage have for the last few years 

been running at nearly 10%. This creates a significant risk that the pay bill for future years could rise by 

more than the 3% allowed for in the forecasts. Every 1% increase in pay costs an extra £400k. The level of 

pay provision will be re-assessed as part of the 2025/26 budget proposals. 

h. Utility (Energy) costs. Reserves will be used to offset any risks on energy price rises.  The costs will be

driven by world events and even allowing for the Council’s procurement arrangement that can purchase 

up to 3 years in advance, pricing is unknown. 

i. VAT. The Council has applied for VAT exemption for theatre ticket income. This approach is in line with a

significant number of other local authorities. The budget and forecast allow for more than £300k of 

additional annual income on that basis. Unfortunately, the Council is in dispute with HMRC on the matter. 

There remains a risk of having to account for VAT on theatre tickets. The risk is low, given the approach 

the Council has taken has been endorsed by HMRC at other authorities. 

j. Commercial Rent Income. The Council has a number of vacant or part-vacant Council properties, which

have been discussed at Treasury Management and Investment subcommittee. The 2024/25 budget 

allowed for them being vacant, however the forecast assumes a longer period of vacancy. Reserves are 

being used to offset the loss of income. Some £4m is expected to be used over the forecast period. In the 

unlikely event the properties remain vacant for a longer period, it may be necessary to find additional 

income or savings to offset the loss, £1m a year, as reserves are not a long-term solution. 

4. Actions

The forecast budget shortfall is £4.0m for 2025/26 and cumulatively £13.3m for the whole forecast, which is 

a large challenge to resolve. Both the Chief Executive and Cabinet Members have lobbied MPs and the 

Government to explain and offer solutions to the extraordinarily difficult financial position faced by this and 

other Councils. There are reasons to be optimistic, as feedback from Government does recognise the 

problems. However, it is exceptionally difficult to believe the Government will provide funding to meet all or 

say even half of that gap and of course the first year 2025/26 is only part of a larger £13m shortfall.  

The Council in its budget process must consider other options to balance its budget in a sustainable way. If 

the Government does provide sufficient funding, then not all these will be necessary, but what happens will 

be determined by Government. It is important the Council plans for both upside and downside funding 
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changes from the Government. The areas the Council budget process will examine further to address the 

gap are: 

a. Lobbying of Government.

b. Budget Reviews. Officers will work with Cabinet members to review changes to budgets or staffing

that have no material or limited impact on service delivery. This is the normal process run for over 

15 years at the Council. The amounts identified are likely to be extremely limited due to the least 

difficult options already having been implemented.  

c. Council Tax. Officers understand that the Government may change the maximum Council Tax

increase to £10 instead of 3%. If adopted, this would raise around circa £240k extra a year for the 

City Council.  

d. Temporary Accommodation/Housing costs. The Council is highly reliant on private sector short-term

lets (often referred to as nightly lets), with 281 households in nightly lets out of 488 currently in TA. 

Officers continue to look at options to reduce costs and hope to include some initiatives within the 

budget. Nationally, there are growing numbers of homeless and there is strong competition for 

scarce housing. Currently a best-case scenario would be a reduction in costs of circa £300-500k per 

year.  

e. A review of all fees and charges will be undertaken. Charges should be increased where corporate

priorities can be still achieved. Proposals are still being developed but any increases will not be 

sufficient to meet the budget shortfall on their own.  

f. Use of reserves to balance the budget. The key measure of reserve health is the amount in the

General Balance (contingency) compared to the target level, which is currently £9m. The s151 officer 

is required to define the target in the budget each year. The multi-year projections of reserves are in 

Appendix 4. The projections do not suggest that any material amount of reserves can currently be 

used to fund the budget. Reserve levels need to be maintained, where possible, to cover the risks 

from ongoing reduced commercial rent income, new economic shocks and Government funding 

changes. The reserves continue to act as a buffer against significant risks. A lower target level of 

general balance may well be possible once the government has provided longer-term certainty over 

funding. 

g. Re-assess levels of service provision.  These may be unaffordable in the medium term as Council

income has not kept up with expenditure, given expenditure has been pushed higher by living wage 

increases of circa 10% per year, demand pressures such as the housing crisis and historically high 

inflation on a wide range of items. Government funding increases have not come close to meeting 

those costs in the last 10 years. 

h. Consider introducing a new charge for collection of garden waste. 65% of Councils currently charge

for garden waste collections and this number is expected to increase to over 80%, mainly in 

response to the severe financial pressures that local authorities are experiencing. In Essex, all 

Councils now make a charge for garden waste collections with the exception of Chelmsford, 

Rochford and Epping Forest. A charge of around £60 could be expected to generate £1.3-£1.7m a 

year. Given the projected budget gap for next year and across the forecast, it is unlikely that the 

Council will be able to balance its budget without a garden waste charge. A decision on this should 

be taken once it is known whether the Government proposes to offer the Council significant levels of 

additional funding.   

5. Conclusion

Even after allowing for the risks of forecasting error and potential government funding increases, 

any budget gap would be sizeable. Without details of the three-year funding settlement, long-term 

decision making remains difficult. The use of reserves to temporarily balance the budget would 

appear an attractive solution but  
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• Unless additional funding is provided, the budget problem would simply be bigger in future 

years 

• Reserves at current levels are a form of insurance against the many known and unknown 

risks the Council faces. The level of reserves is only forecast to be sufficient to manage those 

risks.  

Without significant additional funding, the budget process will require challenging decisions. Where 

possible and necessary, further reports will be made to Cabinet and Council before January.



APPENDIX 4 

Earmarked £000s

Original 

£000s

Updated 

Forecast 

adjs. £000s £000s

Transfers 

£000s

-Use/ 

contribution

£000s £000s

Transfers 

£000

-Use/ 

contribution£

000s £000s

Transfers 

£000

-Use/ 

contribution£

000s £000s

Transfers 

£000 £000s £000s Transfer £000s £000s

Corporate Investment
Cultural Support 'Fund' 57 57 57 57 57 57 57

Local Development Framework 1,040 -225 815 -250 565 -150 415 -80 335 -100 235 -200 35

Carry forwards & Supplementary 

estimate Reserve 0 -300 300 0 300 -300 0 300 -300 0 300 -300 0 300 -300 0 300 -300 0

Housing Intiatives 0 0 0 0 0 0 0

DPO Reserve 79 -8 71 71 71 71 71 71

Hylands House Reserve 3 3 3 3 3 3 3

Master Plan Income 0 0 0 0 0 0 0

1,179 -533 0 300 946 300 -550 696 300 -450 546 300 -380 466 300 -400 366 300 -500 166

Capital Programme 
Project Evaluation Resrve 175 50 225 225 225 225 225 225

Sinking Fund for let property 50 50 100 50 150 50 200 50 250 50 300 50 350

Infrustructure fund 715 -183 532 532 532 532 532 532

Chelmsford development 2,024 -257 1,767 -1,353 414 -414 0 0 0 0

2,964 -207 -183 50 2,624 0 -1,303 1,321 0 -364 957 0 50 1,007 0 50 1,057 0 50 1,107

Risk Management
Insurance 898 -50 848 848 848 848 848 848

Pension deficiency 1,057 183 1,240 1,240 -534 706 706 706 706

Park and Ride 258 258 258 258 258 258 258

Vehicle Fuel Reserve 604 -25 25 -280 324 324 324 324 324 324

Uility Costs Reserves 1,573 -682 681 1,572 1,572 1,572 1,572 1,572 1,572

Business Retention reserve 6,491 -5 -2,450 4,036 4,036 4,036 4,036 4,036 4,036

Rent income  (temporary loss of 

tenant) 0 -1,231 2,475 1,244 1,537 -1,418 1,363 -1,247 116 -116 0 0 0

10,881 -1,993 -1,744 2,378 9,522 1,537 -1,418 9,641 0 -1,781 7,860 0 -116 7,744 0 0 7,744 0 0 7,744

Total Earmarked Reserves 15,024 -2,733 -1,927 2,728 13,092 1,837 -3,271 11,658 300 -2,595 9,363 300 -446 9,217 300 -350 9,167 300 -450 9,017

Unearmarked

General Fund & Contingency 14,607 -1,515 1,011 -2,728 11,375 -1,837 9,538 -300 9,238 -300 -305 8,633 -300 8,333 -300 8,033

Recommended level £9m

14,607 -1,515 1,011 -2,728 11,375 -1,837 0 9,538 -300 0 9,238 -300 -305 8,633 -300 0 8,333 -300 0 8,033

Total reserves 29,631 -4,248 -916 0 24,467 0 -3,271 21,196 0 -2,595 18,601 0 -751 17,850 0 -350 17,500 0 -450 17,050

2025/26 (Forecast) 2026/27 (Forecast) 2027/28 (Forecast) 2028/29 (Forecast) 2029/30 (Forecast)

Budget 

Transfers 

£000s

Usable Reserves Projections
2024/25 Budget and forecast


