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STRATFORD-UPON-AVON TOWN COUNCIL 
 

FINANCE & AUDIT COMMITTEE 
 

7 SEPTEMBER, 2021 
 

TOWN CLERK’S OPEN REPORT 
 

1) External Audit and Annual Return 2020-21  
 

• To note the report 
 

The Annual Governance and Accountability Return (AGAR) for the 
financial year 2020-21 and supporting documentation were 
submitted to the external auditor, PKF Littlejohn, on 25 June 2021.  
Apart from an acknowledgement of receipt, no further response 
has been received.  However, the External Auditor Certificate and 
Report 2020-21 from PKF Littlejohn are expected before the end of 
September 2021.   
 
The details will be tabled at the meeting if received in time, or 
presented at the next meeting following receipt from the external 
auditor.  Members will be requested to note the report and 
recommend any response, if required, which the Responsible 
Financial Officer will prepare on behalf of Council.  

 
2) To receive the Management Accounts for the Period 1 April 2021 – 

31 July 2021 
 

• To note the report 
 
The Management Accounts for the period 1 April 2021 – 31 July 
2021 are attached as Appendix ’A’, together with a Year To Date 
(YTD) Comparison version as Appendix ’B’ and a Management 
Accounts Review document as Appendix ’C’. 
 
As was the case in the last financial year, the impact of the 
coronavirus on Council’s income and expenditure in 2020 and to 
date in 2021 means that there is little expectation of Actuals 
following the Budget for 2021-22 and therefore the YTD 
comparison with 2020-21 may provide more meaningful 
information in the present circumstances. 
 
Members are requested to note the report. 
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3) Reserves Policy 
 

• To review Council’s Reserves Policy 
 

Members are reminded that the Reserves Policy has been 
amended in each of the last two years as part of the budget 
process.  The latest version is attached as Appendix ‘D’.   
 
The Reserves Policy needs to be reviewed, and adjusted if 
necessary, as part of process for setting the Budget and Precept 
for 2022-23.  This should include consideration of the levels of all 
Designated Reserves, including those requested by the standing 
committees, with several new ones being created as part of the 
year end process for 2020-21.  Details are shown in Appendix ‘E’.   
 
There has been a requirement over the last few years to fund 
expected budget shortfalls from reserves, in addition to using an 
accrued budget surplus from previous years to fund significant 
project expenditure on items such as the Localism Project 
(Neighbourhood Development Plan), the Tranquility Garden, 
ongoing improvements to the Cemetery driveways, considerable 
additional grant expenditure on the Fred Winter Centre, and more 
recently on the Town Centre Strategic Partnership (TCSP).   
 
A summary of the reserves over the last six years is attached as 
Appendix ‘F’, which also includes a forecast for the current 
financial year 2021-22 which will change as the year progresses.   
 
Members will see that Council has incurred a budget deficit for 
each of the last five years, which has grown over the last two 
years.  Members should note that total reserves have fallen by 
£274,253 in the last five years and a huge deficit of over 
£377,000 is currently budgeted for 2021-22 when taking account of 
additional budget virements, in particular to fund the ongoing Town 
Hall external maintenance, repairs and associated professional 
fees which amount to over £200,000 in the current financial year 
alone. 

 
a) General Reserve 
 
The current Reserves Policy requires the General Reserve to be 
maintained at a level equivalent to a minimum of 25% of annual 
expenditure.  Until the budget process two years ago, the Precept 
request had been held constant for many years, in terms of the 
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charge per Band D household.  A rise in the Tax Base due to 
development has resulted in the total Precept amount increasing.  
 
With ongoing substantial maintenance works for the Town Hall, 
along with inflationary cost rises and with continued uncertainty 
around the impact of Brexit and COVID-19 over the next few years, 
it is important that reserves levels are considered and maintained 
at an adequate level to meet future expenditure requirements.  
Members need to be mindful of the implications of this policy when 
considering future budget requirements. 
 
As shown in Appendix ‘F’, the General Reserve at the end of the 
last financial year 2020-21 stands at £261,024 which is a decrease 
of £197,620 over the last five years, while Designated Reserves 
have increased slightly by £19,176 over the same period.  The 
remainder of the Capital Receipts Reserve of £95,809 was used to 
fund some of the expenditure on the Tranquility Garden back in 
2016-17.  The net decrease in total reserves is £274,253.   
 
The use of reserves, coupled with some underspends against 
budgeted expenditure over the period, has enabled the General 
Reserve to be maintained in accordance with the Reserves Policy 
despite deficits being recorded in the Financial Statements for 
each of the last five years.   
 
However, the forecast reserve at the end of the current 
financial year is substantially below the level required in the 
Reserves Policy, so an increase in the Precept is likely to be 
necessary along with a substantial reduction in expenditure in 
2022-23. 
 
A more accurate forecast of the total deficit for 2021-22 should be 
available by January 2022, before the budget for 2022-23 has to 
be finalised, because by then only one more quarter’s expenditure 
will be outstanding. While it is likely that the overall deficit will not 
be as high as is currently being reported, Members should still 
expect to see a significant reduction in total reserves by the time 
the current financial year’s accounts are finalised. 
 
b) Designated Reserves 
 
Members are also asked to give consideration to the levels of 
Designated Reserves which will be required at year end.  The 
levels of Designated Reserves which were requested following the 
introduction of the new committee structure in September 2020 are 



4 
 

for those committees to review and confirm, and are not for the 
Finance & Audit Committee to determine.  However, guidance on 
this can be expected as part of the overall budget requirements of 
the Council.   
 
In addition to the information included in Appendix ‘E’, the current 
Designated Reserves and balances are also listed on page 1 of 
the Management Accounts which are reported monthly – see 
Appendix ‘A’.   
 
The review of the Designated Reserves should also consider any 
adjustments which may be required, for example to replenish the 
Building Maintenance Reserve to support ongoing repairs and 
maintenance works on the Town Hall in future years.  These will 
subsequently be confirmed as part of the year end process in 
preparing the annual accounts for 2021-22, and therefore can be 
reviewed again in March 2022.   
 
Funding requirements for further Cemetery driveway 
improvements have been identified over a number of years.   
However, it should be remembered that the Cemetery Reserve has 
already been earmarked for possible use to cover the cost of 
acquiring a further land supply as the existing cemetery nears 
capacity, so will be expected to fall at some point in the next few 
years. 
 
The Budgeted Deficit for 2021-22 was originally set at £274,623 in 
the Final Draft Budget.  This included an additional £127,000 
towards Town Hall maintenance and associated fees, based on a 
ballpark quotation from several years ago.  As reported to 
Members at the last meeting in June 2021, with further 
specifications and quotations subsequently received and the 
contract for external maintenance and repairs now awarded,  the 
budget for 2021-22 required a substantial additional sum towards 
ongoing costs which has exceeded the level of the Building 
Maintenance Reserve and will be covered by a budget virement 
from the General Reserve. 
 
The reserves forecast currently shows the entire Building 
Maintenance Reserve being used by the end of the current 
financial year.  It has previously been suggested that the Building 
Maintenance Reserve is built back up again to fund costs on an 
ongoing basis as part of a five year cycle of planned preventative 
maintenance, as well as addressing other building risks and 
wellbeing issues.  Details continue to be reviewed by the Town 
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Hall Income, Facilities and Wellbeing Panel, which has made 
recommendations to the standing committee to which it reports, 
and it is expected that this approach will continue.  However, 
Members should be aware that this will require an increase in the 
Precept or a reduction in expenditure elsewhere to prevent further 
budget deficits. 
 
Members are asked to review and consider any other potential 
changes to the Designated Reserves. 
 

4) Budget Strategy for the year 2022-23 
 

• To consider the Council’s budget strategy for the next 
financial year to give guidance to the other spending 
Standing Committees 

 
Members are requested to consider the guidance that should be 
given to the spending Standing Committees and to Officers when 
compiling the budget requirement for the forthcoming year. 

 
The approach for many years now has been to compile budgets on 
a proven need basis.  Unless directed otherwise, Officers will 
continue to budget for expenditure on this basis and will draw up 
preliminary budgets to bring proposals to the two spending 
Standing Committees in the October / November round of 
meetings, for review as part of the budget process at the next 
Finance & Audit Committee meeting in November.   
 
The principles recommended by the Finance & Audit Committee in 
compiling the draft budget for 2022-23 should then be adhered to 
in all departments.  There are likely to be challenges ahead before 
the final budget is recommended, which will form the basis of the 
precept request to Stratford-on-Avon District Council to be 
submitted by the end of January 2022. 
 
The use of Council’s considerable reserves to fund large projects 
and to cover recent years’ budget deficits needs to be reviewed 
very carefully.  As already mentioned in this report, the General 
Reserve is expected to fall below the level required by the 
Reserves Policy by the end of the current financial year.   
 
Substantial budget expenditure savings will need to be made 
in 2022-23 and a further increase in the precept will also need 
to be considered. 
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When deliberating its precept requirement, Members should also 
be aware that any new projects or spending requirements which 
may occur in the next few years will need to be carefully costed 
and appropriate funding sources identified, as reliance on the 
General Reserve cannot continue be assumed as the default 
option. 
 
Under the terms of reference of the new committee structure, 
Standing Committees have more scope for controlling their 
budgets going forward through delegated powers, and there is also 
a requirement for the budget to include a ‘contingency’ allocated by 
way of new Designated Reserves.  This is only the second year in 
which this procedure will have been used instead of the previous 
well-established budget processes and this will continue to require 
careful consideration and review. 
 
Council is still fortunate to have a significant level of reserves, 
achieved through careful budgeting over many years and a rise in 
the overall precept amount due to substantial housing 
development in Stratford-upon-Avon and the increase in the Tax 
Base as a result.  However, Members should be mindful of the 
potential increase in the precept request will be required to 
replenish these reserves, in line with the Reserves Policy as 
already explained in this report.  Attached as Appendix ‘G’ is a 
summary of the Precept over the last 5 years, as well as the 
General Reserve carried forward each year.   
 
Members should note that scenario calculations show that a 1% 
increase in the Rate Charge used as part of the Precept 
calculation would raise the income received by £5,294 while an 
‘inflationary’ increase of 5% would raise an additional amount of 
£26,339, assuming the Tax Base is unchanged.   
 
However, given the additional housing which will result from the 
Arden Heath, Bishopton and Shottery developments which are 
now under way, it is also likely that the Tax Base will rise and 
therefore increase the total level of precept funds received by the 
Town Council, regardless of whether the Rate Charge per Band D 
property is increased.  The scenario calculations show that an 
increase of 100 in the Tax Base would result in the Precept being 
increased by £5,316, which is roughly the same as a 1% increase 
in the Rate Charge, as explained above.   
 
Work has previously been done to try to analyse the effect of 
SDC’s housing forecast figures on the Tax Base and hence the 
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Precept which the Town Council will receive.  Members may recall 
that the analysis subsequently showed the first year’s figures failed 
to be achieved and this approach cannot be relied upon to give an 
accurate prediction of ‘fixed’ income going forward. 

 
Unfortunately, the Tax Base for 2022-23 is not expected to be 
confirmed by the District Council until December 2021, so the 
exact amount of additional Precept from this source is difficult to 
forecast at this stage. 
 
Members are reminded that the Budget for 2021-22 was set with 
the expectation that the forecast budget deficit of £274,623 would 
be funded from reserves.  Further budget requirements have been 
added since, increasing the overall deficit.  Some of this will come 
from Designated Reserves, such as the extensive maintenance 
and repair work required on the Town Hall, but will also require a 
significant draw down on the General Reserve.   
 
Members should continue to be mindful of the implications for the 
Reserves Policy if the level of Budget expenditure is reflected in 
the Actuals at year end.  This level of expenditure is not 
sustainable into 2022-23.  Given the impact of the coronavirus 
pandemic on income and expenditure, it is currently expected that 
the final deficit falls some way short of the revised levels reported 
in the Management Accounts, as was the case in 2020-21, but this 
time the Town Hall expenditure of over £200,000 is expected to be 
completed in the current financial year and not delayed again. 
 
It should further be noted that the current forecast deficit leading 
up to 2022-23 would require an increase of 24% in the Precept to 
replenish the General Reserve to 25% of annual expenditure, 
without allowing for any replenishment of the Building Maintenance 
Reserve.  This assumes income and expenditure for the current 
financial year proceeds as budgeted, which is unlikely.  In reality, 
with the ongoing impact of the coronavirus pandemic, it is highly 
unlikely that budget forecasts will be reflected by Actuals at the 
end of the financial year 2021-22, as was the case in 2020-21, so 
there may be some ‘room for manoeuvre’.  The outlook should be 
clearer by January 2022. 
 
Accurate forecasting will be extremely difficult going forward.  As 
already reported, the Management Accounts show YTD figures for 
income which are adversely affected by the pandemic.  The loss of 
income from Town Hall lettings is understandable, given the 
closure of the Town Hall and cancellation of events, and the 
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continued reduction in income from the Charter Market is also 
having an impact, while agreement is still to be reached on 
whether the split of income with the District Council should be 
changed. 
 
The cancellation of numerous civic events should result in 
significant underspends elsewhere in the budget, and current 
expectations are that the budgeted deficit will not be realised so 
the impact on the overall total reserves should be less severe. 

 
A two year budget forecast was produced last year.  However, the 
events of the last eighteen months show how quickly the budget 
figures for just one year can be affected. 
 
In light of the ongoing uncertainty, and as was done during last 
year’s budget process, it is intended that more work will be done in 
the next few months to try to review Council’s ‘fixed’ income and 
expenditure, but Members must be aware of the challenges which 
will again be faced in trying to achieve an accurate budget forecast 
for 2022-23. 
 
As already mentioned, the impact on the reserves forecast as part 
of the budget process has to some extent been offset by 
unexpected underspends and surpluses in the last year due to the 
ongoing impact of the coronavirus pandemic.  However, 
unforeseen additional costs have needed to be added during the 
current year for the Town Hall external repairs, where contracted 
costs have subsequently been confirmed which are much higher 
than originally budgeted. 
 

 
 

Responsible Financial Officer 
August 2021 


