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 PART 1 ITEM NO. 

 

 
 

REPORT OF THE LEAD MEMBER FOR FINANCE AND SUPPORT SERVICES 

 
TO 

 
OVERVIEW AND SCRUTINY BOARD  

3 FEBRUARY 2021 

 
 
TITLE: 2021/22 Revenue budget and capital programme 

 
 
RECOMMENDATIONS: 
 
Members are asked to consider and comment on the matters raised in this report in respect of: 

1. The draft medium term financial strategy and three year budget projections 

2. Balancing the budget in 2021/22 

3. Capital programme commitment for 2021/22 

 
 
EXECUTIVE SUMMARY: 
 
This report outlines the draft three year financial plan and, within that, proposals to produce a 
balanced budget position for 2021/22. It also indicates the overall capital commitment associated 
with the 2021/22 programme. 
 
The report will inform members’ comments to the City Mayor as he formulates his final budget 
proposals for the council meeting on 24 February 2021.

 
 
BACKGROUND DOCUMENTS: 
Finance working papers. 

 
 
KEY DECISION: YES / NO The approval of the budget report in February, which will contain 
savings proposals and capital programme, will be a key decision 

 
 
DETAILS: Overleaf. 
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1. Development of the budget - 3 year strategy 

1.1 Members will recall that a medium term financial strategy (MTFS) was approved by council 
along with the annual budget report in February 2020. This included a forecast balanced 
position for 2020/21 and 2021/22 with a residual savings target of £3.5m. This position 
reflected the achievement of recurrent savings, the use of non-recurring savings and 
reserves. It was anticipated that the government would introduce its planned changes to 
core funding and business rates in 2021/22 with the introduction of a multi-year settlement 
giving some longer term certainty. 

1.2 As with all local authorities, Covid19 has had a dramatic impact on the council’s finances. 
The pandemic came against a backdrop of previous reductions in council funding and 
uncertainty about future funding mechanisms for local government. With the level of 
financial risk, there is a greater need than ever for planning on a longer term basis, 
notwithstanding that it will rely on a large number of assumptions.   

1.3 The principles on which the strategy and annual budget is based are: 

 aligning the budget to strategic priorities 

 achieving value for money, increasing efficiency and improving service delivery 

 maintaining the financial health of the council 
 managing risk in a period of uncertainty  

 ensuring effective budget management   

1.4 The impact of Covid19 has led to significant increases in the level of savings required over 
the three year period. The strategy will continue to be updated on an annual basis with any 
changes being reflected in the annual budget setting process. The level of savings and other 
actions taken currently included in our projections are set out in Table 1 below. 

 

1.5 It is particularly difficult to accurately forecast past 2021/22 given uncertainty about the 
ongoing impact of Covid19 and significant changes that are now anticipated in 2022/23, 
including the introduction of fair funding, business rates reset and reform and changes to 
specific funding streams. There is therefore a risk of significant annual changes in the 
projections which will need to be managed through our budget and our strategy of 
smoothing fluctuations with reserves.  

1.6 Based upon current estimates, our current three year forecast is set out in table 2 below. 
This forecast assumes that the savings and other actions outlined in table 1 are achieved. 

 
 

Table 1 Actions to address funding gap

2021/22 2022/23 2023/24

£m £m £m

Integrated Fund saving -4.420 -4.420 0.000

Returned BR from GMCA (non-recurrent) -1.970 0.000 0.000

Use of waste reserves (non-recurrent) -1.835 0.000 0.000

Application of reserves (non-recurrent) -2.676 -15.732 -9.460

Actions to address funding gap -10.901 -20.152 -9.460

Table 2 Latest 3 year financial projection

2021/22 2022/23 2023/24

£m £m £m

Savings shortfall 0.000 10.546 11.279
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2. Development of the annual budget 
 
2.1 During the year estimates are updated to reflect changes in resource levels, performance, 

and government announcements. These estimates are then updated to reflect the local 
government settlement. 

2.2 The government announced its Spending Review in November 2020 followed by the local 
government provisional settlement for 2021/22 in December 2020.  The headlines of these 
announcements are as follows. 

Council Tax 

 A net increase in core spending power of local government by £2.2 billion nationally  
with 87% of this increase arising from local council tax payers. 

 Council tax referendum limit at 2%, plus an ability to raise up to 3% ASC precept over 
2021/22 and 2022/23.  

 A limit of £15 (band D level) for the Police and Crime Commissioner precept. 

Business Rates 

 Business rates reset which had been delayed until 2021/22 has been deferred for a 
further year. 

 Changes to business rate retention levels have been deferred until 2022/23. 

 Retention pilots will continue meaning that Salford will remain within the Greater 
Manchester 100% retention pilot in 2021/22 

 The business rate multiplier will be frozen in 2021/22 with councils being compensated 
for the loss in business rate income 

Funding 

 Delay in implementation of the Fair Funding review with implementation now 
anticipated in 2022/23 

 Minor uplift to Revenue Support Grant for inflation 

 Changes to the New Homes Bonus scheme are deferred until 2022/23 with a review 
of the scheme taking place during 2021/22. Whilst the council will receive funding to 
reflect growth in property numbers there will be no legacy payments and the council’s 
funding is reducing in line with previous announcements which shortened the period of 
legacy payments. Based upon the provisional settlement the reduction in Salford’s 
funding will be £1.7m. Lower Tier Services grant was introduced for 2021/22 only, 
recycling some New Homes Bonus funding with Salford’s allocation being £0.4m 

 Existing grants have been rolled over, however, there is an additional allocation of 
social care grant with Salford’s allocation being £2.2m. 

Covid19 Funding 

 Extension of general support to meet additional Covid19-related costs including social 
care and children’s services with the council’s allocation being £9.1m. 

 Local Council Tax Support scheme allocation of £3.7m recognising increasing 
numbers of people in financial difficulty accessing the council’s support. 

 Extension of the existing sales, fees and charges support scheme for lost and 
irrecoverable income for the first quarter of 2021/22. 

 Contribution to council tax and business rates irrecoverable 2020/21 losses linked 
mainly to unachieved growth. Further details are awaited to confirm the practical 
operation of the scheme 
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2.3 The council responded to consultation on the provisional settlement. It is hoped that the 
final settlement will be issued prior to the annual budget report being finalised.  

2.4 Council tax and business rates are a key source of income for the council. These income 
streams flow through the collection fund and have a delayed effect upon the general fund, 
therefore, the impact of Covid19 upon council tax and business rates income in 2020/21 
would normally be seen in the 2021/22 revenue budget. However, as part of the 
government’s response to Covid19, the period over which any collection fund deficits are 
charged to the revenue account has been extended from one to three years. Given the 
extent of the deficits across local government it would be very difficult to manage in one 
year. In Salford’s case, the forecast financial position of the collection fund in 2020/21 is: 

 Council tax deficit of £9.1m (of which £8.6m relates to 2020/21). Main drivers of the 

deficit relate to more residents accessing the council tax reduction scheme and a 

reduction in collection rate assumptions. 

 Business Rates deficit of £19.3m after applying business rates relief funding. Main 

drivers are a reduction in rateable values, reduction in collection rate assumptions and 

increase in check, challenge and appeal applications. 

The impact of this deficit upon the budget in each of the next three years (excluding business 
rates relief funding) is set out below: 

 2021/22: fund deficit of £9.8m, of which £9.2m (SCC share) charged to the revenue 

account 

 2022/23 and 2023/4: fund deficit of £9.3m in each year, of which £8.8m (SCC share) 

charged to the revenue account. 

 As noted in 2.2 above the government have announced a scheme to support a proportion 
on this deficit which is reflected in budget projections. It is anticipated that final details of 
the scheme will be announced shortly in line with the final settlement for 2021/22.  

 
2.5 Projections of the council tax base for 2021/22 reflect a reduction of 1,836 band D 

properties compared to the 2020/21 base reflecting two key impacts of Covid19: increases 
in the number of residents accessing the council tax reduction scheme and a potential 
reduction in collection levels. 

 
2.6 The Cabinet has considered opportunities to reduce spend, generate efficiencies and 

bring the 2021/22 budget into balance. The revised funding gap and the savings and other 
actions to address it are set out in Table 3 below. It should be recognised that the actions 
taken to address the funding gap reflect those actions approved within the MTFS with no 
further savings, above those assumed when the MTFS was approved in 2020. 
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2.7 The key features of the proposed budget for 2021/22 are: 

 There will be no further cuts to the budget beyond those previously planned 

 The use of reserves to smooth out the impact over the medium term strategy 

 A balanced budget in 2021/22 

 The commencement of planning to meet forecast gaps in 2022/23 and 2023/24 
 

2.8  The figures in the table currently include a council tax increase at the level assumed by 
the government in its calculation of local government spending power: 

 1.99% base council tax  

 3% social care precept (ring-fenced to adult social care) 
 
These are provided for illustration only as the actual level of council tax increase is still 
subject to further member discussion and decision pending the publication of the final 
settlement. As noted previously the council submitted a response to the provisional 
settlement along with a letter to the Secretary of State and Chancellor following the motion 
passed by council on 20 January. 

 
3. Capital programme 

3.1 The council has a capital programme to ensure that assets are developed and maintained, 
and to support regeneration in the city. 

3.2 A significant element of the capital programme is supported by external funding, and the 
council seeks opportunities to maximise grant and contributions. The balance of the 
programme is supported by internal funding, ie “prudential” or “unsupported” borrowing. 
Within this element are “invest-to-save” schemes that will generate income streams or 
future budget savings.  

3.3 The council balances the revenue consequences of its capital programme, in particular 
those schemes supported by unsupported borrowing, with other demands on the revenue 
budget. In recent years the council has therefore adopted the policy of limiting prudential 
borrowing to an annual level of £20m. Whilst cabinet has previously considered reducing 

Table 3 Addressing the funding gap in 2020/21

2021/22 2021/22

£m £m

Funding gap 

Opening funding gap 11.464

Projection changes 1.839

Council Tax - ASC precept -3.350

New NHB allocation for scheme year 11 -3.308

Postponement of BR reset to 22/23 -4.950

Collection fund outturn 40.033

Business Rates S31 grant reserve 20/21 (ERR & ND) -30.827

Revised funding gap prior to savings and efficiencies 10.901

Integrated Fund saving -4.420

Returned BR from GMCA (non-recurrent) -1.970

Use of waste reserves (non-recurrent) -1.835

Application of reserves (non-recurrent) -2.676

Actions to address funding gap -10.901

Savings surplus or shortfall 0.000
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the limit to £18m to further ease pressures on revenue, a decision was taken to maintain 
the cap at its existing level, recognising the importance of the programme to investment 
and regeneration in the city. For the purpose of this report the cap is therefore assumed to 
remain at £20m, which is also reflected within revenue budget estimates. 

3.4 The 2021/22 capital programme is currently being finalised. Initial service bids for 
prudential borrowing have been reduced to a current total of £23.8m and work is ongoing 
to review and reschedule priorities in order to bring the final, proposed programme within 
the £20m limit. 

 

4. Recommendations 

4.1 Members are asked to consider and comment on the matters raised in this report in 
respect of: 

 The draft medium term financial strategy and three year budget projections 

 Balancing the budget in 2021/22 

 Capital programme commitment for 2021/22 
 
 

 
 
 
 
KEY COUNCIL POLICIES: Budget Strategy; medium term financial strategy; capital strategy 

 
 
EQUALITY IMPACT ASSESSMENT AND IMPLICATIONS: 
Where there are budget or operational changes, equality impact assessments are considered at 
service level by the directorate responsible. 

 
 
ASSESSMENT OF RISK: 
The council continues to face risks relating to funding uncertainty and the impacts of Covid19. The 
final settlement is awaited for 2021/22 and there is an increasing level of uncertainty in future 
years. The spending review and settlement, fair funding review, NHB review, business rates 
review and reset will all affecting the resources available to the council. In addition, there is 
significant uncertainty about the ongoing impact of Covid19. These risks will be monitored and 
managed as far as possible through the three year plan and the council’s reserves strategy. 
  
There are risks to the local economy during the pandemic and in its aftermath. The council’s 
capital programme will be important in generating recovery and growth in the city. Elements 
funded by unsupported borrowing do have a financial consequence on the revenue budget.  

 
 
LEGAL IMPLICATIONS Supplied by:  
Not applicable to this report.  

 
FINANCIAL IMPLICATIONS Supplied by: Chris Hesketh x2668 
Report produced by the finance team working with budget managers in service groups. 

 
 
PROCUREMENT IMPLICATIONS Supplied by: 
Not applicable to this report.  
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OTHER DIRECTORATES CONSULTED: All, council-wide matter 

 
 
CONTACT OFFICERS:  
Joanne Hardman 
Chris Hesketh 
Tony Thompstone 
David Eden 

 
 
WARDS TO WHICH REPORT RELATES: All 
 
 
 


