
APPENDIX 1 

       
 

Open Report on behalf of Andrew Crookham, Executive Director - Resources 

 

Report to: Executive 

Date: 05 January 2022 

Subject: Council Budget 2022/23 

Decision Reference: I025386 

Key decision? Yes 
 

Summary:  

This report outlines budget proposals for the next financial year 2022/23.  The 
Provisional Local Government Finance Settlement for 2022/23 was issued on 16 
December 2021 and is expected to be in line with the Final Settlement, which is due to 
be published in February 2022. We await further budgetary information from the 
Lincolnshire District Councils so the budget proposals for 2022/23 are therefore 
estimated at this stage. 
 
The Executive is asked to approve the proposals for the Council's budget for 2022/23, 
set out in this report and based on these estimates, for internal and external 
consultation. 

 
 

Recommendation(s): 

That the Executive approves the budget proposals described in this report as its 
preferred option for the purposes of further consultation, namely: 
 

1. The key budget setting assumptions set out in Appendix A, 

2. A 3% Adult Social Care (ASC) precept in 2022/23, which is the amount of ASC 

precept allowed for 2021/22 but which this Council deferred, 

3. The budget savings and cost pressures, covering the years 2022/23 to 2025/26 

set out in Appendix B, 

4. The draft capital programme 2022/23 onwards set out in Appendix C, 

5. The allocation of the remaining Development Fund Initiatives earmarked reserve 

set out in paragraph 1.47. 
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Alternatives Considered: 

1. 
 
 
2. 
 
 
3. 

The proposals for the Revenue Budget, Capital Programme and Council Tax as 
described in this report. 
 
Higher levels of spending and consequently a higher level of Council Tax next 
year. 
 
Lower levels of spending and consequently a lower level of Council Tax next year. 
 

 

Reasons for Recommendations: 

The recommended option takes account of the anticipated levels of Government grant 
and Business Rates funding to the Council and allows for an increase in Council Tax of 
3.00% for the Adult Social Care precept which was deferred from 2021/22. There are 
Adult Social Care cost pressures of £13.501m in 2022/23 and the proposed Adult Social 
Care precept is required to help fund these. 
 
The budget includes unavoidable cost pressures which will support the delivery of 
Council services, and a number of savings and efficiencies which do not impact 
negatively on services.  The recommendation is for a one-year budget for the financial 
year 2022/23, which reflects the fact that the provisional Local Government Finance 
Settlement only covers one year.  The recommended option currently reflects a 
balanced budget, although this may change once all budgetary information has been 
received by the end of January 2022. If the final position is a deficit budget, then a 
contribution from reserves will be used to balance the budget for 2022/23. 

 
 

1. Background 

 

The Medium-Term Financial Strategy 

1.1 An updated Medium Term Financial Strategy was approved last year and has 
supported our budget setting process this year. The Strategy is being refreshed 
with minor changes and will be included with the report for the meeting of the 
Executive on 1 February 2022.  

 

The Budget Process 

1.2 This year's budget process started in the spring of 2021 with a re-assessment of 
our high-level budget assumptions.  Following this, budgets have been examined in 
detail, and a number of new cost pressures have emerged in addition to the 
pressures identified for 2022/23 in the previous year's budget process. In some 
areas, cost pressures previously identified have been reduced. The Council has 
adopted a longer term strategy to deliver efficiency savings and this is described in 
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more detail in paragraphs 1.4 to 1.8. As this year has progressed, our assumptions 
have been refined as new information has emerged. 

1.3 In terms of budget holder input, the budget process is complete, and we have 
received confirmation of next year's funding from central Government in the form 
of the Provisional Local Government Finance Settlement on 16 December 2021. 
Following this, the Final Local Government Finance Settlement is expected to 
confirm the Provisional Settlement in February 2022, and at the end of January 
2022 we will receive confirmation of Council Taxbase and Collection Fund balances 
from our local District Councils. Once all this information has been received, the 
budget proposals for 2022/23 will be confirmed at the meeting of the Executive on 
1 February 2022.  

 

Savings Strategy 

1.4 The longer-term savings strategy referred to above is to deliver efficiency savings 
with the aim of reducing bureaucracy and reliance on manual processes, whilst 
also ensuring back office services are optimised, and this will be delivered in the 
main via the developing Transformation Programme.  This approach will continue 
to allow the council to maintain and invest in its valued frontline services at a time 
when other councils are still reducing theirs.  

 

1.5 The savings presented in this report total £9.543m for 2022/23. The Medium Term 
Financial Plan includes further savings over the period 2023/24 to 2025/26 
totalling £16.041m cumulatively in addition to the £9.543m for 2022/23 i.e. 
£25.585m in total over the four years. These represent savings that we know that 
can be delivered over the four year period, as robust work has been undertaken to 
verify them.  If accelerated delivery allows them to be brought forward, we will do 
so but will always seek to place them in the year they can be delivered in their 
entirety to ensure that the council’s overall reputation for robust financial 

management is maintained.  

 

1.6 The nature of the savings presented are twofold.  Upfront, we have sought to 
maximise the benefits of the home working arrangements and Smarter Working 
programme.  We are significantly reducing administrative support posts, with a 
further phase to follow, whilst also profiling in surplus building closures and a 
£1.300m reduction to supplies and services and travel budgets over the plan 
reflecting changes in behaviour and reduced mileage and car use.  Further 
opportunities to maximise efficiencies from the new arrangements will continue to 
be sought including assessing whether staffing structures remain fit for purpose in 
the new operating model. Further into the plan, we have started to introduce, but 
haven’t concluded adding in, savings arising from our various transformational 
activities.  

 

1.7 The savings that will be delivered from the programme can be broadly split into 
two parts.  Firstly, such as in our demand led services, are projects reducing 
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exposure to future cost increases, for example in the adult care front door and in 
Special Educational Needs and Disability (SEND).  Secondly, and the broader thrust 
of the programme, are projects designed to reduce bureaucracy, increase digital 
capabilities and ensuring back-office services provide optimised service delivery 
once they have been implemented.  Savings in this paper related to this strand 
include Home to School Transport and better use of available technology in 
processes used across the council. Projects that haven’t yet got efficiencies profiled 
in as they are too early in their development, but should do so in future budgets, 
are related to transforming our broader customer services offering, the remainder 
of corporate services support following the end of the Serco contract in 2024 and 
back office transformation on the back of the Business World implementation 
arrangements with Hoople Limited.  

 
1.8 Supplementing the savings, as in previous years, has been a fundamental review of 

our income generation opportunities, and as with the saving opportunities above, 
we expect developments in some specific service areas, such as Registrations, will 
see further income added in future budgets once developmental work has been 
completed.  

 

Spending Review 2021 

1.9 The Spending Review 2021 results were announced by the Chancellor of the 
Exchequer on 27 October 2021. This was a spending review covering the three 
years 2022/23 to 2024/25.  

1.10 The Spending Review announcement included notification of additional funding for 
local authorities in 2022/23 to help councils deal with some of the pressures 
currently being experienced, including inflationary pressures. This is on the back of 
improvements in the UK economy. Other announcements included: 

 Local government in England will receive an additional £4.8bn in grant 
funding over the next three years (£1.6bn in each year), which was 
described as “for social care and other services”; 

 There will be additional funding of £3.6bn over 3 years for adult social care 
reform, to implement the cap on personal care costs and changes to the 
means test. This will be weighted towards later years as the costs of the 
changes will grow over time. 

 Councils providing Adult Social Care services can charge an adult social care 
precept of up to 1% in 2022/23 and the same again in 2023/24 and 2024/25 
(this is in addition to any adult social care precept which may have been 
deferred from 2021/22 and can be charged in 2022/23);  

 The referendum limit is expected to remain at 2% for general council tax.  
This means that a total council tax increase of up to 3% can be charged by 
Councils providing Adult Social Care services (plus any social care precept 
which may have been deferred from 2021/22); 
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 The Business Rates multiplier, which is used to increase Business Rates 
charges, is to be frozen in 2022/23 and councils will be compensated for 
this loss of income, most likely by way of additional Section 31 grant; 

 Following the previous year’s announcement of a public sector pay freeze, 
the Spending Review 2021 confirmed a return to the usual process for 
setting pay awards;  

 The National Living Wage will increase to £9.50 per hour from April 2022 
(the impact of this increase has been included in the budget proposals); 

 A number of other specific grants will be received, although the amounts 
per council are not yet known. These include grants for: Supporting 
Families £500m (formerly Troubled Families), cyber security £12m, roads 
£2.7bn over the next three years, Special Educational Needs and Disabilities 
school places £2.6bn. 

Provisional Local Government Finance Settlement 
 
1.11 The provisional settlement announced on 16 December 2021 covered the year 

2022/23 only and confirmed the following funding streams for the Council in 
2022/23: 

 

 A new tranche of Social Care Support grant was confirmed at £9.342m, and 
we have assumed that this grant will continue at level into future years; 

 Our share of the new funding to deal with local authority pressures was 
confirmed at £7.684m and for the year 2022/23 only. It is called “Services 
Grant”; 

 Rural Services Delivery Grant – our allocation is confirmed at £7.277m, 
which is the same as it was in 2021/22; 

 New Homes Bonus grant – our allocation is £1.659m, which is an increase 
of £0.190m compared to 2021/22; 

 Revenue Support grant – our allocation is £21.220m, which is an increase of 
£0.640m compared to 2021/22 ; 

 Business Rates Top-Up grant – our allocation is £91.302m, which is the 
same as in 2021/22. This stagnation of the grant level is due to the business 
rates multiplier freeze announced as part of the Spending Review. Our 
combined assumptions for the different elements of business rates are 
expected to be in line with the total amount we receive in 2022/23, but this 
will not be known until the end of January when we receive budgetary 
information from the Lincolnshire District Councils. 

 

1.12 Other confirmations received in the provisional settlement were: 
 

 The council tax referendum limit will be 2% for general council tax increases 
and social care authorities can raise up to 1% for a further Adult Social Care 
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precept. Social care authorities can also raise an Adult Social Care precept 
in 2022/23 for any element of the 3% precept for 2021/22 which was 
deferred to 2022/23 – this cannot be deferred again; 

 Improved Better Care Fund (iBCF) was confirmed at £34.255m, which is 
higher than the current level of grant by £1.006m. We have assumed that 
this is to fund new activities and we have added in a corresponding cost 
pressure for £1.006m. 

 The existing Social Care grants received in 2020/21 were all rolled forward – 
a total of £25.849m. 

 A new grant called Market Sustainability and Fair Cost of Care Fund was 
confirmed at £2.273m. This relates to the reforms to Adult Social Care 
funding announced in the autumn and we have again assumed that there 
will be new burdens arising from compliance with the grant conditions and 
we have added in a corresponding cost pressure. 

 There was an indication that work will start in the coming months to look at 
updating how local government funding is distributed. It is therefore 
possible that the long-awaited reforms could be implemented from 
2023/24. There are two streams to these reforms: the Review of Relative 
Needs and Resources (formerly known as the Fair Funding Review), and 
75% Business Rates Retention. These reforms were originally due to be 
implemented from April 2020 but were later deferred to April 2021 and 
then again to April 2022. At this point no definite implementation date has 
been announced. 

1.13 In view of the continuing financial uncertainties about our future levels of funding, 
a one-year budget is proposed for 2022/23. 

 
The Medium Term Financial Plan 

1.14 At this point in time, the Medium Term Financial Plan shows that we cannot 
achieve a balanced budget in any of the three years from 2023/24 through to 
2025/26. The budget shortfall in each year will need to be supported by reserves 
to achieve a balanced budget.  However, this is prior to receiving the Lincolnshire 
District Councils confirmation of Council Taxbases and Collection Fund positions 
affecting 2022/23, and prior to expected reforms to local government funding 
potentially affecting 2023/24 onwards. 

1.15 The Medium Term Financial Plan includes a number of savings and efficiencies 
which arise from various projects within our Transformation Programme. These 
include savings from changes to delivery models in Adult Care and Children’s 
Services; savings on travel and office-related costs arising from Smarter Working, 
as well as savings from reductions in office space and savings from Digital 
transformation. 

1.16 Our key assumptions within the Medium Term Financial Plan are shown in 
Appendix A and will be amended as new information on our future funding is 
received. Currently, in 2022/23 the budget is balanced, however in 2023/24 there 
is a budget shortfall of £9.335m, in 2024/25 there will be a budget shortfall of 
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£6.480m, and in 2025/26 a budget shortfall of £6.909m. The main drivers for the 
budget shortfall over the three later years are higher cost pressures, particularly in 
Adult Care, inflationary pressures and levels of grant funding which, although are 
overall increasing over the period, are not rising sufficiently to cover the cost 
pressures.  

1.17 There is a temporary cost pressure in Children’s Services for external placements 
of Children in Care. This is £3.013m in 2022/23 (see paragraph 1.23 for further 
detail on this cost pressure). The current financial position allows for this cost 
pressure to be funded, however as this is a temporary cost pressure which is 
planned to be fully reversed by 2025/26, it is proposed that if this pressure cannot 
be funded by the time the budget is finalised, then the Financial Volatility 
Earmarked Reserve is used to fund this cost pressure over the period of the 
Medium Term Financial Plan. This would mean that £3.013m of the Financial 
Volatility Reserve would be used for this purpose in 2022/23, with a further 
£2.798m required to be used in future years i.e. £5.811m in total. 

 

1.18 The Financial Volatility reserve currently stands at £44.483m.  This reserve is 
essential for the management of an uncertain financial situation in terms of both 
costs and future funding.  The Executive Director of Resources (Section 151 Officer) 
advice is that a Financial Volatility Reserve level of around £40m to £50m is 
prudent, given the uncertainty of the future funding reforms outlined in paragraph 
1.12 above.  The current balance is sufficient to support the overall budget deficits 
in the three future years, as well as the Children in Care cost pressure referred to 
in paragraphs 1.17 and 1.23 if this is required. As stated above, these figures will 
change once we know our Council Taxbase and Collection Fund positions. At this 
point in time, the four year view indicates that a total of £22.724m would need to 
be drawn from the Financial Volatility Reserve to balance the budget over those 
years and this would leave £21.759m remaining in the reserve. This earmarked 
reserve is available to support budget deficits arising over the medium term and 
will allow us time to transition to a lower base budget if this is required after 
funding reforms are implemented.  
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1.19 The current position for 2022/23 is shown in Table A: 

Table A – Summary Revenue Budget 
2022/23

£m

EXPENDITURE:

Net Base Budget 502.809

Cost Pressures (including inflation) 41.249

Savings & Additional Income -4.818

Other Movements (PH Grant, BCF Grant & Market Sustainability Grant) -4.725

Total Expenditure 534.515

Transfer to Earmarked Reserves 0.000

Transfer to/from General Reserve 0.000

Budget Requirement 534.515

INCOME:

Business Rates Local Retention 124.265

Revenue Support Grant 21.220

Other Grants 55.884

County Precept 333.146

Total Income 534.515

SUMMARY REVENUE BUDGET

 

Revenue Budget 2022/23 

1.20 Table A above shows our overall proposed budget for 2022/23 at this point in time, 
with a budget requirement of £534.515m (the budget requirement was £505.448m 
in 2021/22 so this is an increase of 5.2%). Following receipt of budgetary 
information from the District Councils at the end of January 2022, there may be a 
need for funding to be drawn from the Financial Volatility Reserve if there is a 
resulting budget deficit. The changes in our anticipated funding are explained in 
paragraphs 1.11 to 1.12 above. 

1.21 A number of unavoidable cost pressures have been added into the proposed 
budget, totalling £41.249m, and these are summarised in Appendix B. The most 
significant of these are: 

1.22 Adult Care and Community Wellbeing 

 £6.262m in respect of the financial rate paid to providers.  The largest cost 
pressure facing adult social care relates to the rate paid for care across all 
services and service types. The rates set are paid per person per week in 
residential care and an hourly rate for non-residential care.  The rate 
increase is higher in 2022/23 reflecting the announced increase in the 
National Living Wage to £9.50 per hour.  For the residential rates, we are 
proposing a one-year rate rather than the usual three given the continued 
volatility in the market resulting from the pandemic and the uncertainty 
surrounding the pace and scale of the Fair Cost for Care reforms. 

 £3.507m reflecting demand across adult social care, working age adults in 
particular.   Based on 2021/22 demand, we are forecasting an average 4% 
increase in demand across all services in this area with the higher increase 
in community-based care. 
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 £2.273m new costs arising from the Market Sustainability and Fair Cost of 
Care Fund 2022/23 published December 2021.  The grant funding is 
identified below. 

 £1.006m assumed new costs arising from the accelerated discharge 
pathway.  Adult care has seen an increase in costs across its services to 
manage the increase pace and scale of hospital discharge. 
 

1.23 Children's Services 

 £3.013m cost pressure reflecting the impact of the pandemic from 
increased Children in Care numbers, which has also been seen nationally, 
and a requirement to secure more specialist external placements. This is 
due to limited internal residential capacity, which is being taken forward 
with the creation of new children’s homes, and reduced capacity within 
internal foster carers during the pandemic. The market force challenges for 
securing external placements can result in a significant greater unit cost 
resulting in a material impact for the Council. Lincolnshire’s Children in Care 
per 10,000 population figures (47) compare favourably with statistical 
neighbours (63). Transformational work plans are in place to help realise 
our ambition of improving outcomes for children and achieving financial 
sustainability, which will see spending reduce to similar levels seen before 
the pandemic over a 3-year period which will require a temporary increase 
in funding. It is proposed that if this £3.013m cost pressure in 2022/23 
cannot be funded by the time the budget is finalised, it will be funded by 
the Council’s financial volatility earmarked reserve, given its temporary 
nature. 

 

 £6.546m cost pressure for the delivery of home to schools transport to 
meet its statutory and policy requirements due to challenging market 
conditions and circumstances. There are additional, significant external 
factors currently impacting on the cost of passenger transport: national 
living wage rises, inflationary challenges, a national drivers’ shortage 
(including more favourable pay rates in other delivery sectors) and a 
shortage of passenger assistants, rising fuel prices, and higher operational 
costs for larger suppliers including requirements of public service vehicle 
accessibility legislation. Assumptions have been applied on this volatile and 
demand-led budget building on from the current contractual commitments 
in this academic year. A transformational programme is underway which 
will have a focus on external factors, including developing new 
procurement tools and approaches, market engagement and management 
activity, improved contract management, an overhaul of routing and 
demand management activity. These activities aim to take back control of 
the supply market, increase competition and reduce the impact of external 
factors on costs. This is forecast to secure £1.239m of cost reductions in 
year 1, therefore an overall net budget increase of £5.307m in 2022/23. 
Budget stabilisation and securing value for money are fundamental factors 
going forward. It is proposed that responsibility for delivering home to 
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schools transport will transfer from the Children’s Services Directorate to 
the Place Directorate from April 2022. 

 

1.24 Other Budgets 

 £1.350m for the additional cost of the Local Government Pension Scheme 

lump sum deficit. 

 £4.775m for pay awards – this is based on an assumption of 2% for all 

groups for employees in 2022/23, and includes £1.655m relating to the 

expected additional cost of the 2021/22 pay awards for employees, which is 

likely to be above the level assumed in last year’s budget process. 

 £2.055m, which is the expected cost of the 1.25% increase in employers’ 

National Insurance Contributions from April 2022. 

 £3.500m – our usual contingency budget is £3.000m. It has been increased 

by £3.500m to £6.500m to allow for inflation uncertainty affecting our 

major contracts. The current economic environment is showing rising 

inflation in many areas and this increase to the contingency reflects a 2% 

volatility risk and also allows for the risk of some continuing Covid-19 costs, 

for which we would not expect to receive government funding. 

 £1.127m – an increase to the capital financing charges budget to reflect the 

on-going costs of the capital programme. 

 

1.25 Budgetary savings and increased specific grant income are also summarised in 
Appendix B, and total £9.043m. The most significant of these relate to: 

1.26 Adult Care and Community Wellbeing 

 £2.273m Market Sustainability and Fair Cost of Care grant funding.  This 
grant funding provides initial financial support for the implementation of 
the recently announced social care reforms.   Lincolnshire adult social care 
services need to be in the position to deliver the ambitions set out in the 
reforms.  In addition, the market effect of the reforms is that, over time, 
there is the need to reduce reliance on state-funded care from self-funders.  
Aligned to the conditions of the grant, this funding will support Lincolnshire 
to begin the implementation of the reforms as we head towards October 
2023. 

 £1.097m income expectation through national announcements to support 
the provider rate needed to promote market sustainability and growing 
demand across the sector. 

 £1.006m increase to the Improved Better Care Fund grant.  The 2022-23 
Better Care Fund Framework is not yet published, therefore any associated 
conditions attached to this funding are not yet confirmed. 
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1.27 Children’s Services 

£1.239m of cost reductions in home to school transport arising from 
transformational activity, which is described in paragraph 1.23 above. 

1.28 Resources 

 Our review of Business Support will deliver savings, not just in terms of posts which 
is a saving of £0.817m in 2022/23 (£1.783m in total over 2022/23 and 2023/24) 
but also in printing and photocopying (£0.157m over the two years). In total this 
represents a saving of almost 17% of the original budget. 

1.29 The table below shows the Net Revenue Budget by service area for 2022/23 at this 
point in time, with comparative budgets for 2021/22. 
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Table B – Net Revenue Budgets by Service 

2021/22 2022/23 2022/23

BUDGET REVENUE BUDGETS BUDGET PROPOSED

CHANGES BUDGET

£ £ £

COMMITTEE AREA

12,771,373 Children's Education -105,750 12,665,623

76,886,717 Children's Social Care 3,666,096 80,552,813

118,832,212 Adult Frailty & Long Term Conditions 6,656,712 125,488,925

86,310,919 Adult Specialities 5,808,483 92,119,402

29,355,056 Public Health & Community Wellbeing 328,556 29,683,612

80,287,899 Communities 5,052,460 85,340,359

344,105 Lincolnshire Local Enterprise Partnership 0 344,105

2,136,848 Growth -16,120 2,120,728

24,111,431 Highways 713,800 24,825,231

21,602,296 Fire and Rescue 107,961 21,710,257

Public Protection & Emergency Planning 4,969,917

Finance 7,324,796

Organisational Support 13,938,343

Legal and Governance 1,998,413

Corporate Property 11,018,347

Commercial 8,645,077

Transformation 4,597,546

Information Technology 15,333,673

2,943,487 Corporate Services 15,770 2,959,257

-33,546,137 Public Health Grant Income -348,993 -33,895,130

-52,233,341 Better Care Funding -2,102,911 -54,336,252

0
Market Sustainability and Fair Cost of Care 

(New Grant)
-2,273,366 -2,273,366

438,122,806 Total Committee 17,008,870 455,131,676

SCHOOLS BUDGETS

454,763,789 Schools Block 63,325,730 518,089,519

91,982,435 High Needs Block 18,134,077 110,116,512

3,728,205 Central School Services Block -336,555 3,391,650

42,131,646 Early Years Block -1,229,511 40,902,135

-595,281,990 Dedicated Schools Grant -79,893,741 -675,175,731

-2,675,915 TOTAL SCHOOLS BUDGETS 0 -2,675,915

OTHER BUDGETS

3,000,000 Contingency 3,500,000 6,500,000

41,661,946 Capital Financing Charges 1,327,361 42,989,307

22,699,741 Other 9,869,974 32,569,715

67,361,687 TOTAL OTHER BUDGETS 14,697,335 82,059,022

502,808,578 TOTAL NET EXPENDITURE 31,706,205 534,514,783

2,438,950 Transfer to/from Earmarked Reserves -2,438,950 0

200,000 Transfer to/from General Reserves -200,000 0

505,447,528 BUDGET REQUIREMENT 29,067,255 534,514,783

MET FROM:  

120,825,180 Business Rates Local Retention 3,439,743 124,264,923

20,579,898 Revenue Support Grant 640,216 21,220,114

44,416,116 Other Non Specific Grants 11,467,982 55,884,098

319,626,334 County Precept 13,519,314 333,145,648

505,447,528 TOTAL MET FROM 29,067,255 534,514,783

REVENUE EXPENDITURE

39,164,413 430,230

-924,05829,155,528
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Note: detailed budgets are still being worked on so there may be some changes on 
individual lines in the above table. These will be finalised in the Council Budget 2022/23 
report to the Executive in February. 

Revenue Support Grant 2022/23 

1.30 Our Revenue Support Grant, which is the Government's General Grant funding for 
councils, will be £21.220m in 2022/23. 

Other Revenue Government Grants 2022/23 

1.31 The table below summarises our other non-ringfenced Revenue Grants and the 
amounts confirmed for these in 2022/23. As stated in paragraph 1.10 above, some 
new specific grants were announced in the Spending Review statement, however 
these are not shown in the table below and the amounts are not yet known.  

Table C – Other Government Grants  

Amount Amount

Other Government Grant 2021/22 2022/23

£000's £000's

Social Care Support Grant 25,849 25,849

New Social Care Support Grant 22/23 0 9,342

New Services Grant 22/23 0 7,684

Rural Services Delivery Grant 7,277 7,277

New Homes Bonus Grant 1,469 1,659

Independent Living Fund (est) 1,515 1,477

Fire Pensions (est) 1,437 1,437

Extended Rights to Free Travel (est) 639 639

School Improvement Grant 649 293

Inshore Fisheries Conservation (est) 128 128

Virtual School Head (est) 98 98

Total Other Government Grant 39,061 55,883
 

Council Tax 2022/23 

1.32 It is assumed at this point in time that Council Tax will be increased by 3.00% in 
2022/23, which is all Adult Social Care (ASC) Precept and is the amount of ASC 
precept that adult social care authorities could have charged in 2021/22. This 
Council decided to defer the charging of this precept last year, which was allowed 
under the regulations. The charging of this 2021/22 ASC precept cannot be 
deferred again.  

1.33 The referendum threshold limit for 2022/23 was proposed by the Provisional 
Finance Settlement as 2.00%, which will be confirmed in the Final Local 
Government Finance Settlement. At this point in time a general council tax 
increase is not proposed. We will also have the ability to raise an ASC Precept of up 
to 1.00% for 2022/23 but at this point in time a further ASC Precept for 2022/23 is 
not proposed. 
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1.34 It is estimated that a Council Tax increase of 3.00% will generate additional income 
of £9.567m based on the Council Taxbase for the current year. The assumed 
increase in Council Taxbase will generate a further £4.928m of income. Together 
these increases total £14.495m in 2022/23. By way of illustration, a 1.0% increase 
in Council Tax would generate £3.189m of additional income based on the Council 
Taxbase for the current year. This means that a 1% increase in Council Tax would 
create surplus income of £3.189m which could be used to fund additional 
investment and / or budget pressures and a 1% decrease would create a deficit 
budget position of £3.189m which would need to be funded by the Financial 
Volatility Reserve. 

1.35 The final figures on the Council Taxbase and any surpluses or deficits on the 
Council Tax element of the Collection Fund will not be received from Lincolnshire 
District Councils until 31 January 2022.  We have currently assumed an increase in 
Taxbase of 1.5% for 2022/23.  

1.36  The Council Tax Collection Fund position in 2021/22 was mixed. Firstly there was a 
surplus of £0.678m which related to 2020/21, and secondly there was a deficit of 
£1.296m related to 2021/22. This deficit was allowed by regulation to be spread 
over three years. £0.700m was accounted for in the 2021/22 budgets and the 
remainder has been attributed to the 2022/23 and 2023/24 budgets in our budget 
plan (£0.298m in each of those two years). The final information on Taxbase 
changes and any further surplus or deficit on the Council Tax Collection Fund 
relating to 2022/23 will be reported to the Executive at its meeting on 1 February 
2022, together with the impact on funding that this will have. At this point in time 
we have assumed a neutral Council Tax Collection Fund position for 2022/23 i.e. 
neither a surplus nor a deficit. 

1.37  An Equality Impact Analysis will be completed for the proposed increase in Council 
Tax.  This will be reported back to the Executive at its meeting on 1 February 2022. 

Business Rates 2022/23 

 
1.38 The District Councils have until 31 January 2022 to provide business rates returns 

showing: 
 

 the position on the business rates element of the collection funds; and 

 the value of the section 31 compensation grant due to the County Council. 
 

At the time of preparing this report, the Council had not received notification of 
provisional Business Rates Collection Fund positions from any of the seven District 
Councils.  Any surplus or deficit from business rates collection will only have a one 
off effect on the 2022/23 budget. The current working assumption within the 
budget presented in this report is that there will be neither a surplus nor a deficit 
arising for the Business Rates Collection Fund 2022/23. 
 

1.39 In 2021/22 Business Rates income was significantly impacted by Covid-19, resulting 
in a deficit on the Business Rates Collection Fund of £10.644m. Most of this sum 
was funded by a new Section 31 grant in 2021/22 but a remaining deficit of 
£0.639m was required by regulation to be spread equally over 2022/23 and 
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2023/24. A deficit of £0.320m relating to 2021/22 is therefore included within the 
budget proposals for 2022/23. 

 
1.40 It is expected that the Government will compensate local authorities in full for the 

continuation of the business rates cap, small business rates relief and rural rate 
relief by way of a section 31 grant, as in previous years.  The Spending Review 
announcement also confirmed that the business rates multiplier (which is the 
factor by which business rates increase each year) will be frozen for 2022/23 but 
local authorities will be compensated in full for this loss by way of a section 31 
grant. 

 
1.41 A Business Rates Pool will continue to operate in 2022/23, and we have assumed 

for now that there will be a pooling gain next year of £2.800m.  
 
1.42 An update will be tabled at the Executive meeting on 1 February 2022 on all 

aspects of business rates funding once returns have been received from all of the 
Lincolnshire District Councils. 

 

Financial Risks 

1.43 There are a number of risks which may impact on the budget for 2022/23 and we 
have taken a realistic, but prudent approach to our estimates. Appendix A shows 
the key assumptions we have used. 

1.44 The assumptions which currently pose the most significant risks are: 

 We have assumed cost neutral Collection Fund positions i.e. neither a 
surplus or deficit at this stage; 

 The final figures for Council Taxbase and Business Rates, which will be 
received from the District Councils by 31 January 2022; 

 Our ability to deliver on savings in future years. Although such savings are 
not shown in this report, they are included in the Medium Term Financial 
Plan. 

 The high levels of inflation in the current economic environment. We have 
mitigated this risk to some extent by proposing an increase of £3.500m to 
our general contingency. 

 The risk of some continuation of Covid-19 costs which will no longer be 
funded by additional government grant. We have mitigated this risk to 
some extent by proposing an increase to our general contingency as 
detailed in the previous bullet point. 

 The uncertainty over the impact on us of the government’s funding reforms 
when they are implemented. 

Reserves 

1.45 Our General Reserves currently stand at £16.200m. The purpose of our General 
Reserves is to cover financial risks and our strategy is to maintain these reserves at a 
level which is between 2.5% and 3.5% of the budget requirement each year. Some 
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last-minute adjustments may be required when our funding for 2022/23 is 
confirmed, to ensure that the General Reserves amount remains within 2.5% to 
3.5% of the budget requirement. It is currently at 3.03% for 2022/23. 

1.46 The Financial Volatility earmarked reserve position is covered in paragraph 1.18 
above. 

1.47 The Development Fund Initiatives earmarked reserve currently includes the sum of 
£1.444m which has not yet been allocated to fund any initiatives. It is proposed that 
this balance of £1.444m be allocated to extend the Drainage Investigation and Flood 
Repairs scheme within Place for a further two years. The allocation will be £0.750m 
in 2022/23 and £0.694m in 2023/24. 

 
The Capital Strategy 
 
1.48 A Capital Strategy 2021/22 was approved last year and has supported our budget 

setting process for the capital programme this year. The Strategy is being refreshed 
for 2022/23 and will be included with the report for the meeting of the Executive on 
1 February 2022.  

 

Capital Programme 

1.49 A ten year Capital Programme has been compiled in line with the principles set out 
in our Capital Strategy, including the principle of Affordability. The full Gross 
Programme is shown at Appendix C and totals £113.730m for 2022/23 plus a 
further £268.569m for future years. After grants and contributions are taken into 
consideration, we have a Net Programme of £87.734m for 2022/23 plus a further 
£261.075m for future years. 

1.50 The Council is continuing to make representations to the Department for Transport 
(DfT) to reinstate the element of reduced funding. Whilst we await the outcome of 
these negotiations, the highways maintenance programme budget will be set 
equivalent to the DfT level of grant once this is confirmed, and we currently expect 
it to be in line with the 2021/22 grant which was £12.3m less than the grant 
received in the previous year.  

1.51 Due to the uncertainty of our future funding, no new projects have been added to 
the capital programme in this budget process. Instead, the block budgets for rolling 
maintenance programmes have been continued forward for the full ten years, and 
the capital budgets for some existing schemes have been increased due to rising 
costs.  The capital programme net budget has therefore increased since last year's 
budget process by a net amount of £7.741m. The main areas of change are set out 
below, with the most significant increases in the gross programme for 2022/23 
covered by re-phasing uncommitted budget on some other schemes into future 
years. 
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1.52 Children’s Services 
 
New Schools capital: this is a reduced requirement of £9.259m over the ten year 
period. The new school funding requirement has reduced by £9.259m over the 
identified period to £33.441m net budget since the county has experienced lower 
birth rates, which will delay the potential timeframe for most new school 
requirements.  

1.53 Place  

 
The emergence of a number of risks associated with the Grantham Southern Relief 
Road (GSRR) and Spalding Western Relief Road (SWRR), most notably the 
inflationary pressure caused by the current global materials supply chain issues, 
have resulted in increases to the forecast costs. For 2022/23 an additional budget 
of £3.000m has been added for the SWRR Section 5. For future years, an additional 
budget of £8.000m for the GSRR and an additional budget of £6.000m for the 
SWRR Section 5 have been included to fund the anticipated increased cost. Further 
risk still remains which could change these forecasts, but these will continue to be 
monitored and reported as the schemes progress. To ensure the capital 
programme for 2022/23 is affordable and to recognise the remaining risks of the 
major highway schemes currently in progress, some budgets for schemes where 
spend has not yet been committed have been re-phased into later years. 
 

1.54 The revenue impact of the Capital Programme (capital financing charges to the 
Revenue Budget) fluctuates from year to year and it was agreed last year that 
fluctuations above and below the base budget would be dealt with by using an 
Earmarked Reserve for Capital Financing. The balance in this earmarked reserve 
currently stands at £13.797m and is likely to increase to around £18.977m after 
the 2021/22 outturn position is confirmed. 

   

1.55     Capital financing charges have been calculated based on the latest ten-year capital 
programme and from this it is estimated that this earmarked reserve will cover 
levels of charges above the base budget until 2027/28. Any future increases to the 
capital programme will change this position, and this relates to both new schemes 
and to schemes which have not yet started such as the North Hykeham Relief Road 
project. 

 

Flexible Use of Capital Receipts Strategy 

 
1.56 The Council previously approved the strategy of using Capital Receipts flexibly to 

fund revenue transformation projects from 2016/17 to 2019/20, in line with the 
Government's amended policy.  From 2020/21 this was changed so that the 
strategy is now that capital receipts will only be used to repay loans or fund new 
capital expenditure. Transformation projects will instead be funded by using 
existing revenue budgets or earmarked reserves. This amended strategy will 
continue into 2022/23. 
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1.57 The statutory guidance relating to the flexible use of capital receipts requires 

councils to approve annually a Flexible Use of Capital Receipts Strategy. The 
proposed strategy for 2022/23 will be presented to the Executive on 1 February 
2022 and will confirm that the Council has not identified any transformation 
projects in 2022/23 to be funded using this flexibility. 

 

2 Legal Issues: 
 
2.1 Equality Act 2010 
 

Under section 149 of the Equality Act 2010, the Council must, in the exercise of its 
functions, have due regard to the need to: 

 

 Eliminate discrimination, harassment, victimisation and any other conduct 
that is prohibited by or under the Act. 

 

 Advance equality of opportunity between persons who share a relevant 
protected characteristic and persons who do not share it. 

 

 Foster good relations between persons who share a relevant protected 
characteristic and persons who do not share it. 

 
The relevant protected characteristics are age; disability; gender reassignment; 
pregnancy and maternity; race; religion or belief; sex; and sexual orientation. 

 
Having due regard to the need to advance equality of opportunity involves having 
due regard, in particular, to the need to: 

 

 Remove or minimise disadvantages suffered by persons who share a 
relevant protected characteristic that are connected to that characteristic. 

 Take steps to meet the needs of persons who share a relevant protected 
characteristic that are different from the needs of persons who do not 
share it. 

 Encourage persons who share a relevant protected characteristic to 
participate in public life or in any other activity in which participation by 
such persons is disproportionately low. 

 
The steps involved in meeting the needs of disabled persons that are different 
from the needs of persons who are not disabled include, in particular, steps to take 
account of disabled persons' disabilities. 

 
Having due regard to the need to foster good relations between persons who share 
a relevant protected characteristic and persons who do not share it involves having 
due regard, in particular, to the need to tackle prejudice, and promote 
understanding. 
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Compliance with the duties in section 149 may involve treating some persons more 
favourably than others. 
 
The duty cannot be delegated and must be discharged by the decision-maker.  To 
discharge the statutory duty the decision-maker must analyse all the relevant 
material with the specific statutory obligations in mind.  If a risk of adverse impact 
is identified consideration must be given to measures to avoid that impact as part 
of the decision making process. 

 

These equality considerations do not preclude changes in services being made, 
but do require that these be fully appreciated.  It is clear that the current and 
future financial challenges facing local authorities and the need for budget savings 
may result in changes to service provision and to some reduction in Council 
services.  These may apply to services accessed by all people in Lincolnshire as 
well as services provided to specific groups.  It is possible that there may be an 
adverse impact on some people and communities including those with a 
protected characteristic.  
 
In order to meet its obligations, Equality Impact Analyses will be carried out in 
relation to any proposed changes to services on an individual basis.  The specific 
impacts on people with a protected characteristic will be investigated and the 
potential mitigation, if any, will be made clear, so that the implications of 
decisions are fully understood as they affect specific groups and communities.  
These have been and will continue to be regularly reported to the Executive as 
part of the decision making processes.  Individual proposals will only be 
implemented after due regard to the legal matters that must be considered, 
including the public sector equality duty. 
 
As part of its decision-making, the Executive will need to consider whether any 
alternative approaches could alleviate or at least mitigate the impact of the 
decision; such as making reductions in other areas which do not have the same 
impacts, including, particularly, equality impacts. The result could be to require 
additional resources to be used in certain areas than has been budgeted for.  
 
Consideration of the public sector equality duty and/or consultation may be 
necessary at the budget setting stage where a decision to reduce spending is 
significant, sufficiently focussed, and in financial terms, apparently rigid. 
 
It is not considered that this applies to any of the proposed reductions set out in 
this Report and its Appendices.   
 
In particular, in the event that any of the proposed reductions cannot be 
achieved, the usual budget management processes such as the use of Earmarked 
Reserves, or virement, would be followed, and approval sought at the appropriate 
levels in accordance with Financial Regulations, including full Council where 
necessary.  Furthermore, a contingency has been built into the budget proposals 
in the form of the Financial Volatility Reserve (the balance is currently £44.483m) 
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and the annual Contingency budget of £6.500m for 2022/23, for when additional 
funding cannot be found by way of Earmarked Reserves or virement from other 
service areas. 
 
 A full Equality Impact Analysis will be developed in respect of the final budget 
proposal and in particular any Council Tax proposals in the light of feedback 
received during the consultation process. 

 
Joint Strategic Needs Analysis (JSNA and the Joint Health and Wellbeing Strategy 
(JHWS) 

 
The Council must have regard to the Joint Strategic Needs Assessment (JSNA) and 
the Joint Health & Well Being Strategy (JHWS) in coming to a decision. 

 

Individual proposals will only be implemented after due regard to the legal 
matters that must be considered, including the Joint Strategic Needs Assessment 
and Joint Health and Wellbeing Strategy. 

 
Crime and Disorder 

 
Under section 17 of the Crime and Disorder Act 1998, the Council must exercise its 
various functions with due regard to the likely effect of the exercise of those 
functions on, and the need to do all that it reasonably can to prevent crime and 
disorder in its area (including anti-social and other behaviour adversely affecting 
the local environment), the misuse of drugs, alcohol and other substances in its 
area and re-offending in its area. 

 
 
 
 
 
 

3 Conclusion 

3.1 These budget proposals reflect the level of Government funding available to the 
Council and a proposal to increase general Council Tax in 2022/23 by 3.00%.  

3.2 A thorough review of Council services was carried out during this year's budget 
process. Unavoidable cost pressures as well as savings have been identified, and 
the Capital Programme has been reviewed. The budget proposals aim to reflect the 
Council's priorities whilst operating with the resources available to it. 
 

3.3 The budget proposals have been developed alongside, and in accordance with, the 
draft Medium Term Financial Strategy and a proposed final version of this Strategy 
will be reported to Executive in February.  Final budget proposals will be reported 
to the Executive on 1 February 2022. 

 
 

Individual proposals will only be implemented after due regard to the legal 
matters that must be considered, including the duty under section 17 of the 
Crime and Disorder Act 1998. 
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4. Legal Comments: 
 

The Executive is responsible for publishing initial budget proposals for the 
budget for the purposes of consultation before determining the budget it will 
recommend to the full Council. 
 
The matters to which the Executive must have regard in reaching its decision are 
set out in the body of the report. 
 
The recommendations are within the remit of the Executive and are lawful. The 
Executive has the power to accept the Recommendation, or to agree one of the 
alternative approaches referred to in the report, subject to the limits on Council 
Tax increases referred to in the report. 
 

 

5. Resource Comments: 
 

These budget proposals incorporate the level of funding available to the Council 
from central Government plus an increase in Council Tax of 3.00% for the Adult 
Social Care precept.   
 
Although the budget proposals are estimated at this stage, the funding assumed 
is in line with the Provisional Local Government Finance Settlement received in 
December 2021, and we propose a surplus budget at this stage, which will be a 
balanced budget once all remaining budgetary information has been 
incorporated. 
 
The Medium Term Financial Plan from 2023/24 onwards still shows an 
underlying deficit position. We hope to be able to resolve this once our future 
funding is known. 
 

 
6. Consultation 

 
a)  Has Local Member Been Consulted? 

 N/A 
 

b)  Has Executive Councillor Been Consulted?  

 Yes 

c)  Scrutiny Comments 

There are no scrutiny comments at this stage in the budget process.  
 
 

 

 

d)  Risks and Impact Analysis 

An Equality Impact Analysis will be completed for the proposed increase in Council Tax.  
This will be reported to the Executive at its meeting on 1 February 2022. 
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Further Equality Impact Analyses will need to be undertaken on a service by service 
basis. 

 

 
7. Appendices 

 

These are listed below and attached at the back of the report 

Appendix A Key Assumptions in the Medium Term Financial Plan 

Appendix B Cost Pressures and Savings for 2022/23 

Appendix C Capital Programme 2022/23 and Future Years 

 
 

8. Background Papers 
 
The following background papers as defined in the Local Government Act 1972 were relied 
upon in the writing of this report. 
 

Document title Where the document can be viewed 

Provisional Local 
Government Finance 
Settlement 

Provisional local government finance settlement: England, 
2022 to 2023 - GOV.UK (www.gov.uk) 

Council Budget 2021/22 Budget and financial strategy – Lincolnshire County Council 

Review of Financial 
Performance 2020/21 

Agenda for Council on Friday, 17th September, 2021, 10.30 
am (moderngov.co.uk) 

 
 
This report was written by Michelle Grady, who can be contacted on 01522 553235 or 
michelle.grady@lincolnshire.gov.uk . 
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