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 PART 1 ITEM NO. 

 

 
 

REPORT OF THE LEAD MEMBER FOR FINANCE AND SUPPORT SERVICES 

 
TO 

 
OVERVIEW AND SCRUTINY BOARD  

11 FEBRUARY 2022 

 
 

TITLE: 2022/23 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 proposed revenue budget in 2022/23 and indicative funding gaps over the life of the 

medium term financial strategy 

2. Capital programme commitment for 2022/23 

 
 
EXECUTIVE SUMMARY: 
 

This report outlines the proposals to produce a balanced revenue budget position for 2022/23, 
incorporating the impact of the provisional settlement announced in December 2021. It also 

indicates the proposed capital commitment associated with the 2022/23 programme. 
 
The report will inform members’ comments to the City Mayor as he formulates his final budget 

proposals for the council meeting on 23 February 2022.

 
 
BACKGROUND DOCUMENTS: 
Finance working papers. 

 
 

KEY DECISION: YES / NO  

 
 

DETAILS: Overleaf. 
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1 Development of the annual budget 

 

1.1 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. 

1.2 The provisional settlement for 2022/23 was published in December 2021.  The headlines  are 
set out below and reflected in the financial projections included within this report. 

 
Timescale 

The spending review was a three year review and announced a real terms increase in 

funding for every government department. However, the provisional settlement is again a one 
year settlement for local government.  

While additional funding and the continuation of previous non-recurrent funding are welcome, 
the short term nature of the settlement hampers sound financial planning and leaves local 
government in a state of uncertainty about future funding.  

 
Core spending power 

Core Spending Power (CSP) is the government’s favoured measure of local authorities’ 
available resources. It includes funds raised locally in the form of taxation and the main 
general grants payable to local government.  

The spending review announced a headline increase in CSP of £3.5bn (6.9% in cash terms). 
However, a substantial element of this, £1.4bn, is raised from assumed maximum increases 
in council tax rates and average increases in the council tax base. 

 

Council tax 

Core council tax thresholds remain at similar levels to recent years, that is a maximum 
increase of 1.99%. In addition there will be an adult social care precept of 1%.  

Where local authorities did not implement the full adult social care precept allowed in 

2021/22, they can increase council tax charges in 2022/23 for any unapplied element. In 
Salford’s case we applied a precept of 2% in 2021/22 from the maximum permissible 3%, so 

have the ability to increase council tax in 2022/23 by a further 1% of unapplied 2021/22 
precept. 

  

Funding review and business rate reform 

Local government has been waiting for confirmation from government on several funding 

reviews including the fair funding review, changes to business rates retention levels and the 
anticipated business rates reset. Our medium term financial strategy had assumed 
implementation in 2022/23 (having already rolled forwards from previous years). 

Throughout the last year, it became increasingly likely that the reviews would be further 
delayed and SR21 made no announcement on timing. The provisional settlement confirmed 

deferral of the business rates reset and any changes arising from rates retention levels. An 
extension of the business rate retention pilots for one year was also announced. The 
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government has committed to consultation in the coming months, consequently we have 
revised our forecasts and now expect implementation in 2023/24. 

The business rates multiplier is set by the government. It is the rate per £1 of rateable value, 
so determines any increase in business rates. The multiplier will be frozen in 2022/23. In 
addition, there will be reliefs granted to a range of business sectors. Local authorities will 

receive compensation for the income lost.  

 

Funding Streams 
 
In summary the impact of funding changes and extensions is set out below:- 

 Lower tier service grant of £0.5m is extended for a further year. 

 One-off Service Grant allocation of £5m, an element of which is to provide 

compensation for the increased cost of the council’s employer national insurance 
contributions.  

 The New Homes Bonus scheme has been extended for a further year however no 

legacy payments will be generated for future years. It is anticipated that the scheme 
will be reviewed during 2022/23 

 RSG is increased for inflation only 

 Confirmation of Public Health Grant funding levels is awaited however the government 

has committed to maintaining the grant in real terms. 

 Increased social care funding will be reflected in the funding position of the integrated 

fund - Social Care Grant £3.7m; inflationary increase to improved better care fund 
£0.4m; fair cost of care reform £0.9m  

  

1.3 The council responded to consultation on the provisional settlement. The final settlement was 
issued on 7 February 2022. An initial review suggests no changes to the estimates included 

within this report but a verbal update will be provided at the Board meeting. 

1.4 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 

with any surplus or deficit applied to general fund in the subsequent year. Due to the 
extraordinary impact of Covid19 on council tax and business rate income the government 

allowed 2020/21 deficits to be applied to the general fund over a three year period, the 
impact of which is included below:- 

 Council tax surplus of £3.129m for 2021/22 (along with the second year allocation of 

£2.414m from the exceptional deficit balance of 2020/21. Main drivers of the surplus 

relate to lower than anticipated call on the council tax reduction scheme and better 

collection performance than originally anticipated. 

 

 Business Rates deficit of £12.122m for 2021/22 (along with the second year allocation 

of £6.360m from the exceptional deficit balance of 2020/21. One of the main drivers of 

this deficit is the extension of the retail relief and nursery discount which was announced 

by the government after the initial budget was set. The impact of the relief scheme is 

mitigated by additional section 31 grant which is reflected in the council’s budget 

proposals. 
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1.5 Projections of the council tax base for 2022/23 of 71,905 reflect an increase of 3,796 band D 
properties compared to the 2021/22 base reflecting an increase in the number of properties 

and an increase in the collection rate.  

1.6 Cabinet has considered existing service pressures, investment requirements, opportunities to 
reduce spend, generate efficiencies and bring the 2022/23 budget into balance. The revised 

funding gap and the savings and other actions to address it are set out in the table below. 

 

2022/23 proposed savings summary   

  2022/23 

  £m 

Funding gap   

Opening funding gap 10.549 

Projection and settlement changes -0.474 

Postponement of BR reset to 23/24 -4.536 

National Insurance increase in contributions 1.085 

New Homes Bonus – impact of scheme extension -0.180 

Lower Tier Services Grant (extended for one year) -0.456 

Services grant (non-recurring) -5.007 

Collection fund improved performance -4.687 

    

Removal of savings and efficiencies assumed within the funding gap    

Planned Integrated Fund saving 4.420 

Removal of council tax from baseline 4.893 

Use of Local tax income guarantee grant from reserves 0.989 

    

Revised funding gap prior to required investments 6.596 

    

2022/23 Required Investment   

    

Skills and Work investment 0.500 

Domestic Abuse service 0.175 

Better Off investment to support increased collection of council tax and 
business rates 0.300 

Support for Dedicated Schools Grant business cases to address DSG deficit 0.530 

Capital financing costs reflecting planned capital programme 0.330 

Place investment in Great 8 priorities 0.200 

Children’s Services investment  1.000 

Increased contribution to the integrated fund 3.064 

    

  6.099 

    

Additional council tax resources -4.893 

    

Revised funding gap including required investments 7.802 

    

2022/23 Savings Proposals   

Planned  integrated fund saving -4.420 

End of Sponsorship agreement -0.075 

Full year effect of reduction of one catering post -0.018 

Efficiencies within Technical services, Place service -0.970 
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Finance service efficiencies and income generation -0.130 

Improved contract management -0.100 

Reduction in business mileage -0.100 

Application of reserves - Local Tax Income Guarantee grant  -1.989 

    

Actions to address funding gap -7.802 

    

Balance of funding gap 0.000 

  
1.7 The key features of the proposed budget for 2022/23 are: 

 Investment in key service areas reflecting council priorities and existing service 
pressures 

 A balanced budget in 2022/23 

 The commencement of planning to meet forecast gaps in 2023/24 and 2024/25 

1.8 The medium term financial strategy has been updated alongside the detailed annual budget. 
The principles adopted in updating the strategy remain consistent with our previous 
approach:- 

 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 significant uncertainty 

 Ensuring effective budget management 

1.9 Given the range of anticipated changes to local government funding streams in 2023/24 it is 

difficult to accurately forecast the financial impact upon the council’s medium term budget 
position however current projections reflect a potential funding gap of £11.3m and £11.1m in 

2023/24 and 2024/25 respectively. 

 
2 Capital programme 

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

2.2 A significant element of the capital programme is supported by external funding, and the 
council seeks opportunities to maximise grant and contributions. It is anticipated that external 
funding of £51.1m will be applied to the capital programme in 2022/23. Key assumptions 

include:- 

 Continuing funding for infrastructure from the Mayor’s Challenge Fund  

 Grant support for delivery of affordable housing 

 External and grant funding to support People services including Basic Need and 

Disabled Facilities Grant.   

2.3 A small number of self-financing and invest to save schemes are included within the 

proposed 2022/23 programme with a value of £61.0m. These reflect the council’s priorities 
with significant funding being made available for the delivery of housing schemes along with 
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investment in solar energy and a new hydro weir in Charlestown which will reduce the city’s 
carbon output.  

2.4 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. 
For 2022/23 a capital programme with £26.070m of unsupported borrowing is proposed 

recognising the importance of the programme to investment and regeneration in the city. A 
summary of unsupported borrowing proposals is set out below. 

 
 
 

 
 
 

 
2.5 The total capital programme for 2022/23 is therefore £138.2m. This represents an ambitious 

scale of delivery which will be supported by a strengthened monitoring process which aims to 

review both financial and non-financial progress and develop any required recovery plan.  

 
3 Recommendations 

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

 Balancing the budget in 2022/23  and indicative funding gaps over the life of the 
medium term financial strategy. 

 Capital programme commitment for 2022/23 
 

Service Unsupported

borrowing

£m

Regeneration 2.457                     

Infrastructure 0.937                     

Housing Strategy 2.116                     

Regulatory Services 1.268                     

Planning policy & climate change 0.628                     

Property 6.365                     

Environment 2.565                     

Highways 5.537                     

SCL / Leisure 1.297                     

Place 23.170                   

Children's 2.500                     

Adults -                         

People 2.500                     

Digital and customer services 0.400                     

Service reform 0.400                     

Total 26.070                   
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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 has a track record of effective financial management and the 2022/23 proposals 

should be achievable with careful management of the council’s financial resources. The continuing 
impact of Covid within the city and the wider economy represent a risk to the council’s financial 
position in the short to medium term. Proposed revenue and capital investments will be key in 

generating recovery and growth within the city. 
 

There are significant risks to the council’s medium term financial position due to funding 
uncertainty post 2022/23. The implementation of fair funding, business rates review and reset, and 
changes to funding streams such as New Homes Bonus will all affect the level of resources 

available to the council. We will actively respond to the various consultation exercises anticipated 
during 2022/23, setting out the impact of any proposed changes upon the city. These risks will be 
monitored and managed as far as possible through the three year plan and the council’s reserves 

strategy. 
  

 
 
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.  

 
 

OTHER DIRECTORATES CONSULTED: All, council-wide matter 

 
 
CONTACT OFFICERS:  
Joanne Hardman 

Chris Hesketh 
Tony Thompstone 

David Eden 

 
 

WARDS TO WHICH REPORT RELATES: All 
 

 
 


