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Introduction
The council spends in the region of £1 billion each year across the General Fund,
Housing Revenue Account and capital programme. Revenue expenditure on day-today services is funded by a combination of specific government grants, Council Tax,
business rates, rents, third party contributions and income from sales, fees and
charges. Approximately £140 million of this is ring-fenced to schools, £130 million is
used to pay housing benefit to residents of the city on behalf of the government, and
£110 million is ring-fenced to services for council tenants. This leaves us with around
£500 million to meet our wide range of statutory requirements and to meet the needs
of our citizens, communities and city. Our capital expenditure on our physical assets
(such as buildings) is separate to revenue expenditure on day-to-day services and
amounts to approximately £120 million per annum and is funded from a combination
of specific government grants, third party contributions and capital receipts from the
sale of assets and borrowing. It should be noted that it is not permissible to use
borrowing or capital receipts to fund revenue expenditure on day-to-day services.
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General Fund
Medium-term position
Government-imposed funding cuts coupled with unfunded cost pressures has
resulted in us needing to achieve savings of £335 million since 2010 (to the end of
2021-22). We have sought to do this in a controlled manner and by taking a mediumterm rather than a short-term approach.
As well as meeting our legal responsibility to set a balanced budget, the benefits of
medium-term planning are:
• Ensuring resources are allocated to our priorities.
• Improving value for money.
• Maintaining financial resilience.
• Managing significant financial risks.
The medium-term plan is underpinned by the following key principles:
• Prudent assessment of future resources and unfunded cost pressures.
• Maximisation of income generated across all areas of the council and prompt
collection of all amounts owed to us/minimisation of bad debts.
• Prudent assessment of provisions required to mitigate potential future
liabilities.
• Risk-assessed level of reserves and balances held corporately to mitigate
potential financial liabilities / commitments.
• Prudent and planned use of reserves to fund permanent expenditure.
• Maximisation of capital receipts from disposals where this is the most costeffective option.
• Maximisation of external grant funding that meets our priorities.
• Prudent use of our borrowing powers to undertake capital investment that is
not funded by capital receipts, grants or contributions from third parties.
• Promotion of invest to save opportunities funded by prudential borrowing via
risk-assessed business cases.
• Provision of revenue funding to invest in service transformation following
development / approval of business cases.
• Effective management and forecasting of our day-to-day and longer-term
cash flow requirements.
• Minimisation of treasury management risks, including smoothing out the debt
maturity profile.
• Full integration of revenue and capital financial decision-making processes, to
ensure the revenue implications of capital projects are accurately reflected in
the medium-term plan and the annual budget.
• Production of detailed implementation plans for all savings proposals.
• Sign off of all revenue budgets by the relevant senior manager before the start
of the financial year.
• Regular monitoring of revenue budgets by the relevant manager and robust
management action to address any unplanned variances that arise.
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The following tables show how these principles have been translated into our
medium-term plan. In summary, our net revenue budget is determined by the level of
business rates and Council Tax collected locally and the amount of Section 31
grants, Revenue Support Grant and Business Rates Top Up Grant received from
government.
Table 1 – estimated net revenue budget
All figures in £ million

2022-23

2023-24

2024-25

Revenue Support Grant

26.8

25.9

25.0

Business rates

90.3

92.7

95.1

Council Tax

124.0

128.3

132.7

Net revenue budget

241.0

246.8

252.8

As can be seen from Table 1, the net revenue budget is expected to be £241.0
million in 2022-23 and increase to £252.8 million in 2024-25. However, as can be
seen from Table 2, significant savings are required in all years due to unfunded cost
pressures; further details of these savings are set out later in this document and in
Appendix 2.
Table 2 – assumed budget changes
All figures in £ million

2022-23

2023-24

2024-25

Previous year's net revenue budget

234.5

241.0

246.8

Unfunded cost pressures

17.8

17.9

17.5

Savings requirement

(11.3)

(12.1)

(11.5)

This year's net revenue budget

241.0

246.8

252.8

Savings required to date
The savings required in the next three years should be viewed in the context of the
savings required to balance the budget in previous years.
Over the last 11 years, we have needed to make savings of £335 million (equivalent
to £2,454.52 per household) to balance our budget in the face of funding cuts and
unavoidable / unfunded cost pressures. Many of these budget reductions have had
an impact on services, however, many have been achieved by finding alternative
and more cost-effective ways to deliver the same level of service, or by improving
efficiency without any detriment to service delivery, as well as generating more
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income. However, the options for achieving budget reductions in this way are
becoming more limited.
The savings requirement for the next three years is £34.9 million. These savings
requirements have been built into Chart 1, which shows the total savings required
since 2010.
Chart 1 – cumulative savings required since 2011-12 (all figures in £ million)
300

Funding cuts (lower line)
250

Cost pressures (upper line)

200

150

100

£370 million
over 14-year
period

50

0

(50)

(100)

(150)

It should be noted that that the figure for 2011-12 also includes the in-year funding
cuts announced in the 2010-11 Emergency Budget.

Projected outturn for 2021-22
The plans for achieving savings in 2022-23 and the following two years should also
be viewed in the context of the latest projected outturn position for 2021-22.
The council has robust management arrangements in place to monitor and control
revenue expenditure and this has resulted in the achievement of a balanced budget
in the last few years. Before the start of the financial year, progress on achieving
planned budget reductions is closely monitored at both officer and councillor level.
This monitoring continues throughout the year and is enhanced by our formal budget
monitoring process that looks at overall performance against the budget and not just
delivery of specific budget reductions. Detailed budget monitoring reports are
considered by directorate management teams and directors’ team on a regular basis
and management action is taken to address any financial pressures that occur.
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However, the COVID-19 lockdowns have continued to impact on the council’s 202122 General Fund budget. In the current financial year, we have continued to
experience additional cost pressures, income shortfalls and disruption to the
achievement of planned budget savings. Despite this, we are projecting a potential
pressure of only £0.3m on its General Fund budget with service overspends off-set
by underspends in other parts of the council including within corporate items. If there
is an actual overspend at the end of the financial year, this will be funded from the
financial risk and resilience reserve, which was set up for this purpose.
Thus, despite the ongoing impact of COVID-19 on our General Fund budget, it
remains under control and our financial position remains sound.

Spending Review 2021
The Spending Review 2021 was announced on 27 October 2021.The main
headlines in relation to local government funding were as follows:
• £8.5 billion increase in Core Spending Power over the next three years (from
£50.4 billion in 2020-21 to £58.9 billion in 2024-25), which includes
government funding such as Revenue Support Grant and New Homes Bonus
and local sources of income such as Council Tax and business rates.
• A 2% cap on core Council Tax increases and a 1% adult social care precept
in each of the next three years has been assumed within the Core Spending
Power figures above.
• National Living Wage increase of 6.6% to £9.50 for adults aged over 23 years,
which will impact upon rates to be paid to adult social care providers.
• Additional grant funding totalling £1.6 billion each year (no details were given
on how this funding will be distributed). Included within this is additional grant
funding of £200 million for the Supporting Families programme (no details
were given on how this funding will be distributed). This funding is included in
the Core Spending Power figures above and is intended to cover the
proposed increase in the National Living Wage and National Minimum Wage
and the impact of the proposed health and social levy council’s budgets.
• Additional grant funding of £3.6 billion over the next three years funded from
the health and social care levy to implement the cap on personal care costs
and changes to the means test. This funding will also help local authorities
better sustain their local care markets by moving towards a fairer cost of care.
This funding is included in the Core Spending Power figures above.
• Additional grant funding of £1.7 billion over the next three years funded from
the health and social care levy to improve the wider social care system,
including the quality and integration of care. At least £500 million of this will be
allocated to improve qualifications, skills and wellbeing across the adult social
care workforce.
• No inflationary increase to business rates multiplier (councils will be
compensated for this by government).
• Continuation of business rates reliefs for leisure, hospitality and retail
businesses (council’s will be compensated for this by government).
Further details may be found here. We await specific details of what this means for
the council, which will be included in the Provisional Local Government Finance
Settlement that is due to be announced next month.
6

Resources and budget assumptions
The 2022-23 General Fund net revenue budget is assumed to increase by £6.5
million in 2022-23 as shown in Table 3.
Table 3 – change in net revenue budget between 2020-21 and 2021-22
All figures in £ million

2021-22

2022-23

Change

Revenue Support Grant

26.8

26.8

0.0

Business rates (including grants)

87.9

90.3

2.3

Council Tax

119.8

124.0

4.2

Net revenue budget

234.5

241.0

6.5

The figures above are based on the following assumptions:
• No change in Revenue Support Grant.
• An increase in the amount of business rates income receivable (including
Business Rates Top Up Grant and Section 31 grants) of £2.3 million due to a
partial recovery in the size of the business rates base across the city.
• An increase of £4.2 million in the amount of Council Tax income receivable
split between an increase in the size of the Council Tax base (£0.6 million), a
government-assumed general increase of 1.949% (£2.3 million) and a
government-assumed application of the 1% adult social care precept (£1.2
million) as shown in Table 4.
Table 4 – change in Council Tax income in 2022-23

£ million
Previous year's Council Tax income

119.8

Core council tax increase

2.3

Increase in adult social care precept

1.2

Change in Council Tax base

0.6

TOTAL

124.0

Business rates and Revenue Support Grant constitute the total of un-ringfenced
government funding we are expected to receive in 2022-23. This will fund an
estimated £117.0 million or 48.6% of our net revenue budget in 2022-23 compared
with 49.6% in 2021-22. Council Tax will fund the other £124.0 million or 51.4% of the
2022-23 net revenue budget as shown in Chart 2. Although some additional funding
7

is being made available, government policy still assumes significant Council Tax
increases will be made to fund cost pressures, particularly in adult social care, and
this is reflected in the growing proportion of our net revenue budget that is funded by
Council Tax.
Chart 2 – breakdown between estimated government funding (including
business rates and Revenue Support Grant) and Council Tax in 2022-23
26.8

124.0
90.3

Revenue Support Grant (11.1%)
Business rates (including grants) (37.4%)
Council Tax (51.4%)
When viewed as a percentage of total General Fund income excluding schools and
housing benefits, Council Tax increased from 19.9% to 20.7% of total income as
shown in Chart 3.
Chart 3 – breakdown of total estimated General Fund income in 2022-23
(figures are in £ million)
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The following assumptions have also been made in the development of the 2022-23
General Fund net revenue budget:
• No general inflationary increase for supplies and services budgets –
procurement activity will focus on maintaining spend within the proposed cash
limited budgets.
• No general inflationary increase for income budgets – specific proposals have
been brought forward to increase income from trading and sales and also fees
and charges where appropriate.
• Specific grant income budgets will be adjusted in line with government
announcements – related expenditure will either be reduced to bring it into
line with the reduced level of funding or identified as an unfunded cost
pressure (where this is not possible).
• Pay award assumed, however, subject to negotiation at a national level with
trade unions.
• General inflationary changes in essential utilities such as gas, electricity and
water, external insurance premiums and business rates payable.
• Specific inflationary increases in Private Finance Initiative (PFI) unitary
charges based on contractual terms and conditions.
• Specific inflationary increases as set out in other (non-PFI) long-term
contracts (for example, waste disposal contracts).
• Service specific cost pressures arising from inflation (including the National
Living Wage) and increasing demand.

Council Tax
There will be a general Council Tax increase of 1.949% in 2022-23. We will also
apply the government’s 1% adult social care precept. This income will be used to
avoid further savings beyond those set out and contribute to the delivery of social
care services. Further details are set out in an integrated impact assessment.
We perform well in collecting Council Tax with in-year collection rates amongst the
highest within core cities and North East local authorities. In 2020-21 there was a
significant deficit on the Collection Fund and our share of this will be debited to the
General Fund in 2021-22 and funded from the Collection Fund reserve.

Council Tax support / hardship
In 2013-14 Council Tax Benefit ended and Council Tax Support was introduced in its
place. At the same time, funding was cut by over 10.0%. As this funding is not
separately ring-fenced within the settlement funding assessment, it has effectively
been cut at the same rate as our settlement funding assessment and we estimate
the funding loss over the nine-year period to be in the region of £11.7 million. This
has put significant additional strain onto the General Fund budget and like many
other local authorities, we have sought to off-set this loss by collecting Council Tax
from working age people who previously received 100% Council Tax Benefit.
The government provided funding in the current year to give discounts of up to £160
to working age people who are in receipt of Council Tax Support. This funding has
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been used to reduce Council Tax bills to zero for over 16,000 people and to reduce
the Council Tax bills for a further 13,800 people.
We are consulting on changes to the Council Tax Reduction Scheme for 2022-23.
These changes are summarised below:
• Introduce a risk-based discount scheme that will operate like other discounts
and exemptions rather than the current means tested approach.
• Introduce a new band giving 100% Council Tax support to those with the
lowest incomes – many of these individuals have not paid any Council Tax for
the last two years due to the hardship discounts awarded as a result of
COVID-19.
• Remove the non-dependents charge.
• Reduce the single parent income disregard from £27.50 to £17.50 in line with
other benefits.
• Remove the childcare costs disregard.
• Re-introduce the change to calculating self-employed income that was
proposed in 2018-19 and then deferred because of COVID-19.
• Inflate the income bands in line with September RPI – the new income bands
will be as follows:
Discount

Single

Couple

Family with 1 Child

Family with 2+
Children

Band 1

100%

0.00 to 80.00

0.00 to 125.00

0.00 to 195.00

0.00 to 265.00

Band 2

90%

80.01 to 125.00

125.01 to 170.00

195.01 to 225.00

265.01 to 280.00

Band 3

85%

125.01 to 165.00

170.01 to 215.00

225.01 to 290.00

280.01 to 325.00

Band 4

50%

165.01 to 250.00

215.01 to 290.00

290.01 to 355.00

325.01 to 390.00

Band 5

25%

245.01 to 325.00

290.01 to 375.00

355.01 to 430.00

390.01 to 480.00

Business rates
The level of business rates is set by the government and is based on the rateable
value of non-domestic properties across the city. We previously had no direct
financial interest in the collection of business rates and acted purely as an agent of
the government. However, since 2013-14, 50% of the business rates collected in the
city were retained locally (49% to us as the council and 1% to the Tyne and Wear
Fire and Rescue Authority) and the remaining amount was paid over to the
government. The exception to this was 2019-20 when we were part of a 75%
business rates retention pilot along with North Tyneside Council and Northumberland
County Council.
Since 2013-14, we have also been exposed to the risk of business rate appeals
which are determined by the Valuation Office Agency. This risk was mainly
responsible for the Collection Fund deficits that occurred in the years following 201314.
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As part of the Spending Review 2021, the government announced that the usual
inflationary increase in the business rates multiplier would not take place in 2022-23.
In addition, the government announced the continuation of a higher level of retail
relief as in the previous two years. The government confirmed that local authorities
would be compensated for both these announcements by additional Section 31
grant, and this has been reflected in the figures set out in this report.

Revenue Support Grant
As set out in Table 1, Revenue Support Grant is estimated to be unchanged in 202223 and then reduce to £25.9 million in 2023-24 and £25.0 million in 2024-25 to offset the inflationary increases in the Baseline Funding Level within the context of an
assumed cash-flat Settlement Funding Assessment in both years.

Unfunded cost pressures
Our need to achieve savings in 2022-23, 2023-24 and 2024-25 is driven by unfunded
cost pressures, as shown in Table 5.
Table 5 – breakdown of savings targets
All figures in £ million

2022-23

2023-24

2024-25

Unfunded cost pressures

17.8

17.9

17.5

Net funding cut / (increase)

(6.5)

(5.8)

(6.0)

Annual savings requirement

11.3

12.1

11.5

Unfunded cost pressures arise for several reasons including:
• Pay and price inflationary increases – increases in pay, other staff related
costs (for example, pension costs) and general / specific inflation (for
example, utilities, PFI contracts).
• Increasing demand for services – increased demand for social care services
(for example, increased number of children with severe disabilities).
• External funding changes – changes in specific grants (for example, housing
benefit subsidy administration grant).
Table 6 shows the total cost pressures identified under each of the above headings.
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Table 6 – breakdown of unfunded cost pressures

All figures in £ million

2022-23

2023-24

2024-25

Inflationary changes (pay and prices)

19.7

12.5

12.0

Increasing demand for services

6.0

3.1

2.9

Other

(8.0)

0.8

(0.4)

Headroom

0.0

1.5

3.0

TOTAL

17.8

17.9

17.5

Further details of cost pressures included under each of the above headings are
included in Annex 2.

Savings
As shown in Table 5, estimated savings of £11.3 million are needed next year to
address the unfunded cost pressures we face. The savings required in 2022-23 have
been identified in directorate and corporate budgets as shown in Table 7 to ensure a
balanced budget position for that year. Appendix 2 sets out a more detailed
breakdown of the individual service savings proposals, some of which have a
potential service impact set out within an integrated impact assessment.
Table 7 – breakdown of proposed 2022-23 savings
£ million
Adult Social Care & Integrated Services

4.5

Children, Education and Skills

2.9

City Futures & Public Health

0.0

Operations & Regulatory Services

1.7

Place

0.6

Resources

0.7

Corporate Items

1.0

TOTAL

11.3
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NOTE: ‘corporate items / other’ savings consist mainly of a reduction in the cost of
external interest payable due to debt restructuring / ongoing low interest rate and a
reduction in the cost of severances due to lower numbers of redundancies.
The impact on the 2022-23 net revenue budget of the savings and the other changes
set out in this report is shown in Table 8 in summary form and in Annex 3 and Annex
4 in more detail.
Table 8 – net revenue budget by directorate
All figures in £ million

2021-22

2022-23

Adult Social Care & Integrated Services

87.3

88.7

Children, Education & Skills

56.7

55.3

City Futures (including Public Health)

4.2

4.4

Operations & Regulatory Services

9.0

7.7

Place

5.9

6.2

Resources

26.3

25.7

JTC levy

16.2

16.2

Corporate items / reserves

28.9

36.8

Net revenue budget

234.5

241.0

Annex 4 includes a breakdown of all services included within each directorate. The
JTC levy is the amount paid over to the Joint Transport Committee to fund transport
services in the Tyne and Wear area such as concessionary fares. Corporate items /
reserves include a range of non-service-specific items such as the Newcastle Fund,
treasury management costs, historic pension costs, severance costs and insurance
costs.
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Housing Revenue Account
The Housing Revenue Account (HRA) was established by the Local Government
and Housing Act 1989 as a ring-fenced account separate to the General Fund,
containing income and expenditure related to the ownership and management of our
social housing stock.
Prior to 2012-13, the HRA was funded at a national level through the housing
subsidy regime, however, from 2012-13 it has been run on a self-financing basis. In
other words, all revenue and capital expenditure need to be funded from rents and
service charges paid by tenants or funded by housing benefit.
To ensure the long-term viability of the HRA, a 30-year business plan is maintained.
This is updated at least annually to ensure rent and service charge decisions do not
result in the HRA becoming financially unsustainable and the necessary long-term
investment to maintain our social housing stock is affordable.
Annex 5 sets out details of the 2022-23 HRA revenue budget. The changes mainly
reflect the rent increase of CPI+1% specified by government, pay and non-pay
inflationary cost pressures and the revenue costs associated with the HRA’s capital
programme.

14

Capital investment
Capital investment generally relates to spending on physical assets that have a
useful life of more than one year. This can be new assets, improvements to existing
assets or loans to third parties for a capital purpose.
The primary objective of the capital programme is to support the delivery of our
priorities, demonstrate leadership of place and bring about change and
transformation. Other objectives include:
• Delivery of tangible outputs and outcomes, and value for money.
• Balance between our different priorities – for example, reducing carbon
emissions, job creation, housing growth etc.
• Maximisation of social value including using locally based suppliers and subcontractors as far as possible.
We have a bold ambition to transition to net zero by 2030. In September 2020, we
launched our Net Zero Newcastle: 2030 Action Plan, which identified actions to
reduce carbon emissions over the next decade. The two main areas targeted are
energy use in homes and non-domestic properties, which accounts for 64% of the
city’s emissions, and transport, which is just under 30%. While many of the actions
set out in the Net Zero Newcastle: 2030 Action Plan need to be taken by national
government, we will seek to progress those actions that are within our control
through the capital investment programme, though this will need to be supported by
match-funding from other sources such as the recently launched Public Sector
Decarbonisation Fund.
Capital investment also plays an important role in improving economic opportunities
across all parts of the city, for example, by providing a much-needed stimulus to the
economy, creating employment opportunities, supporting skills development or
contributing to investor confidence. This is more important than ever following the
economic impact of the COVID-19 restrictions.
Our capital investment programme has been developed with a strong focus on the
delivery of our priorities. In addition, many of the capital projects in the programme
have been developed with the aim of helping to deliver revenue savings to help us
manage the financial pressures we face. Proposals such as the improvements to the
Civic Centre, will improve the asset as well as helping to generate additional income
and deliver savings in our revenue budget through reduced running costs and
energy efficiency, as well as repaying the loan that will be taken out to fund the
works. This will help to protect frontline services.
The availability of funding plays a key part in the size and content of the capital
investment programme. A significant source of funding for capital projects comes
from our ability to borrow, known as prudential borrowing. This has proved to be an
extremely important freedom and flexibility as it gives us the scope to locally
determine the scale and shape of our capital investment programme. As the name
suggests, prudential borrowing must be undertaken on a prudent basis. In general
terms, this means the revenue costs associated with the borrowing (principal
repayment and interest) need to be funded from either:
• A reduction in an existing revenue expenditure budget; or
15

•

A new or increased revenue income budget that is dependent on the planned
capital investment.

Borrowing on a self-financing basis as set out above cannot be used to fund a
different project if the original project does not proceed. Each proposal needs to be
financially viable in its own right.
Our main source of loan finance is the Public Works Loans Board, which recently
changed its lending terms to prevent local authorities from investing in purely
commercial assets. This is not expected to cause an issue for us – although we seek
to negotiate commercial terms on many of our capital investment projects, we do not
invest on a purely commercial basis.
The Accelerated Development Zone (ADZ) allows us to retain 100% of the growth in
business rates income in three specific areas within the city: Science Central,
Stephenson Quarter / Central Gateway and East Pilgrim Street). This generates an
income stream that will be used to repay the prudential borrowing on infrastructure
works that are aimed at bringing forward developments in these areas faster than
would otherwise have happened. The increase in business rate income is available
until 2036-37 (a period of up to 25 years) although we have lobbied government to
extend this due to the economic impact of COVID-19.
The Enterprise Zone (EZ) allows the North East Local Enterprise Partnership to
retain 100% of the growth in business rates income in several specific areas across
the North East LEP area. Our sites within the EZ include the North Bank of the Tyne
and the proposed Airport Business Park. As with the ADZ, the EZ generates an
income stream that will be used to repay the prudential borrowing on infrastructure
works that are aimed at bringing forward developments in these areas faster than
would otherwise have happened up to 2037-38 for the North Bank of the Tyne and
2040-41 for the Airport Business Park, although we have lobbied government to
extend this due to the economic impact of COVID-19.
The following tables set out the breakdown of the 2021-22 to 2024-25 planned
capital investment programme between the General Fund and HRA (Table 9),
between our service directorates (Table 10), between HRA programme streams
(Table 11) and by sources of funding (Table 12).
Table 9 – planned capital investment
All figures in £ million

2021-22

2022-23

2023-24

2024-25

General Fund

104.0

102.0

100.0

100.0

HRA

50.1

39.5

34.5

35.0

TOTAL

154.1

141.5

134.5

135.0
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Table 10 – General Fund planned capital investment by council directorate
All figures in £ million

2021-22

2022-23

2023-24

2024-25

Place

56.0

46.5

0.0

0.0

Children, Education & Skills

22.1

5.0

0.0

0.0

City Futures (including Public Health)

9.2

6.5

0.0

0.0

Operations & Regulatory Services

6.2

3.8

0.0

0.0

Loans

7.8

0.1

0.0

0.0

Other directorates

2.7

0.1

0.0

0.0

Pipeline

0.0

40.0

100.0

100.0

TOTAL

104.0

102.0

100.0

100.0

Table 11 – HRA planned capital investment by programme
All figures in £ million

2021-22

2022-23

2023-24

2024-25

Communal areas

7.9

4.4

4.0

0.0

Environmental works

1.8

1.4

1.4

0.0

Voids

3.4

5.5

5.5

0.0

Lifecycle replacements

24.0

20.0

18.8

0.0

New build and acquisitions

6.5

0.4

0.0

0.0

Regeneration

2.7

5.1

2.5

0.0

Standard housing investment

3.7

2.8

2.3

0.0

Pipeline

0.0

0.0

0.0

35.0

TOTAL

50.1

39.5

34.5

35.0
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Table 12 – planned capital investment by source of finance
All figures in £ million

2021-22

2022-23

2023-24

2024-25

Grants / contributions (mainly General Fund)

63.8

48.4

0.0

0.0

Capital receipts (mainly General Fund)

7.9

5.4

0.0

0.0

Revenue (mainly HRA)

45.1

34.5

30.0

0.0

Borrowing (mainly General Fund)

37.2

13.2

4.5

0.0

Pipeline (no funding approved yet)

0.0

40.0

100.0

135.0

TOTAL

154.1

141.5

134.5

135.0

All of the planned borrowing will be undertaken on a self-financing basis – the
revenue costs associated with the borrowing will be funded by efficiency savings or
income generated as a direct result of the capital investment – and will not therefore
create a cost pressure in the revenue budget.
Our arrangements for agreeing and delivering the capital investment programme are
robust and consist of business case development at directorate level, with detailed
scrutiny by a senior cross-council officer group prior to approval by councillors and
inclusion within the capital programme. Regular monitoring by project officers and
reporting upwards through our organisational structure.
The main General Fund projects in the approved capital investment programme are
as follows:
• Public Sector Decarbonisation Scheme – various (£24.7 million)
• Parklife (£14.2 million)
• Clean Air Zone (£10.0 million)
• Broadway East First School (£8.9 million)
• Helix multi-storey car park loan (£7.6 million)
• Northumberland Street improvements (£5.8 million)
• Pilgrim Street Southern Block (£5.7 million)
• Annuity lease back housing model (£5.7 million)
• Housing developments – various (£5.2 million)
• Scotswood housing development (£4.1 million)
• Vehicle replacement programme (£3.6 million)
• Simonside Primary School (£3.4 million)
• Investment in primary school estate (£3.2 million)
• Central Gateway (£2.9 million)
• IT investment (£2.6 million)
• Road and footpath improvements (£2.5 million)
• Street lighting LED replacement programme (£2.5 million)
• Disabled facilities grant (£2.2 million)
• Northern Access Corridor programme (£2.0 million)
• Grainger Market roof (£1.5 million)
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•
•
•
•
•
•
•

Sir Charles Parsons additional classrooms (£1.5 million)
Bridge maintenance (£1.5 million)
Barras Bridge highways improvements (£1.5 million)
Pattern Shop (£1.4 million)
Newington Road licensing office (£1.4 million)
Replacement for Slatyford Lane children’s residential care home (£1.3 million)
Hadrian School (£1.2 million)
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Financial resilience
Section 25 requirements
Section 25 of the Local Government Act 2003 requires that when a local authority is
considering its budget and setting its Council Tax for the forthcoming financial year,
its Chief Financial Officer should report to Members on:
• The robustness of the estimates made for the purposes of the Council Tax
requirement calculations; and
• The adequacy of the proposed financial reserves allowed for in the budget
proposals.
Section 25 of the Local Government Act 2003 also requires elected members to
have regard to this report when making their decisions in relation to the budget and
the setting of Council Tax.

Approach to medium-term financial planning
We adopt a risk-based approach to medium-term financial planning, which aims to
safeguard our financial resilience through:
• Making prudent estimates of expected resources.
• Identifying potential liabilities and providing sufficient funding for these (either
one-off or ongoing).
• Ensuring the revenue cost associated with capital investment is identified and
factored into the revenue budget.
• Providing sufficient funding to support services to deliver savings through
transformation.
• Providing temporary funding for any slippage in planned savings through the
financial risk and resilience reserve.
• Ensuring earmarked reserves are set at a reasonable level to cover the
specific financial risks we are facing – these may also be used on a temporary
basis for other purposes provided the funding is replaced in future years.
• Ensuring the unearmarked General Fund reserve is set at a reasonable level
– this is our last line of defence should unforeseen financial difficulties
emerge.

Robustness of estimates
A risk assessment of the overall 2022-23 budget has been undertaken to assess the
robustness of the estimates made:
• Is performance against the current year’s budget reflected fully?
• Have realistic income targets been set?
• Has a reasonable estimate of cost pressures been made?
• Has at risk external funding been identified?
• Have one-off cost pressures been identified?
• Are arrangements for monitoring and reporting performance against the
budget robust?
• Is there a reasonable contingency available to cover the financial risks faced
by the council?
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•
•

Is there a reasonable level of reserves, which could be used to mitigate any
financial issues arising?
What is the impact of varying the main income and expenditure assumptions?

Based on the results of this risk assessment, which is set out in Annex 1, the
Director of Resources has concluded that the estimates included in the 2022-23
budget are sufficiently robust.

Adequacy of reserves
The unearmarked General Fund reserve as of 31 March 2021, totalled £10.1 million.
This represented 4.6% of 2020-21 net revenue expenditure, compared with a
median average of 9.2% for those single tier local authorities who submitted 2020-21
outturn information to the Department for Levelling Up Housing and Communities.
Chart 4 – unearmarked General Fund reserve as of 31 March 2021, as a
percentage of 2020-21 net revenue expenditure for 105 single and upper tier
local authorities
60%

50%

40%

30%

20%

Council
10%

0%

If we also include the financial risk and resilience reserve, the level of ‘unearmarked’
reserves increases from 4.6% to 7.7% moving us from 17th lowest in this group to
57th lowest out of 105, which is slightly above the median position.
As of 31 March 2022, we expect to hold General Fund earmarked reserves totalling
£102.5 million (as shown in Annex 6).
Our earmarked reserves are set aside for specific purposes. The main earmarked
reserves are set out in Annex 6 and a brief description of each one is set out below:
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1. ADZ reserve – to fund cash outflows arising in the early years of the
Accelerated Development Zone, which will be repaid from business rates
growth in future years.
2. Asset management reserve – to fund cash outflows arising in the early
years of the Civic Centre refurbishment project, which will be repaid from cash
flow surpluses generated in future years.
3. Capital projects development reserve – holds funding to meet the internal
and external costs of developing capital projects.
4. Collection Fund reserve – holds funding to mitigate future Collection Fund
deficits.
5. COVID-19 risk reserve – holds funding to mitigate future cost pressures in
relation to COVID-19.
6. Developers’ contributions reserve – holds funding received from
developers for capital works linked to planning applications.
7. Directorate commitments reserve – holds funding to meet future financial
commitments of directorates.
8. Estate Management Fund reserve – holds funding to meet the cost of
repairs and maintenance of the council’s operational buildings.
9. Financial risk and resilience reserve – holds funding to off-set any shortfalls
in planned savings and any unexpected cost pressures.
10. Housing benefit subsidy reserve – holds funding to mitigate future cost
pressures in this area.
11. Major developments reserve – to fund cash outflows arising in the early
years of specific development projects.
12. One-off funding reserve – holds dividends received from Newcastle
International Airport that have been earmarked for specific priorities.
13. Parks Trust subsidy reserve – holds funding that will be used to pay the
subsidy to Urban Green Newcastle in future years.
14. Pension reserve – holds funding to mitigate future cost pressures in relation
to our pension liabilities.
15. PFI reserve – holds funding to meet future payments under our PFI / BSF
contracts.
16. Public Health Grant reserve – holds unspent public health grant funding to
be used to meet future financial commitments.
17. Revenue grants to be applied reserve – holds unspent grant funding to be
used to meet future financial commitments.
18. Ring-fenced balances reserve – holds funding that may only be spent on
specific statutory activities.
19. Risk management & insurance reserve – holds funding to invest in risk
management initiatives and to mitigate future cost pressures in relation to our
insurance liabilities.
20. School kitchens reserve – holds funding to replace / refurbish school
kitchens used by council staff to provide school meals to children.
21. Strategic reserve – holds funding to support our medium-term financial plan.
22. Transformation reserve – holds funding set aside for future transformation /
public sector reform work.
23. Treasury management reserve – holds funding to mitigate future cost
pressures in relation to our external debt portfolio.
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As set out in Annex 6, the level of earmarked reserves is expected to reduce over
the next three years from £102.5 million to £77.4 million in line with the purposes for
which the individual reserves were established. For example, the revenue grants to
be applied reserve is expected to reduce as the grants held there are used to fund
revenue expenditure in future years. There is only limited planned use of reserves to
support the General Fund (£0.7 million in 2022-23) and this is planned to be phased
out in 2023-24, as relying on reserves to fund ongoing revenue expenditure is not a
sustainable approach.
The following key points should be noted from Annex 6:
• The General Fund unearmarked reserve is estimated to be £10.1 million at 31
March 2022, which represents 4.2% of the 2022-23 net revenue budget.
• The financial risk resilience reserve is estimated to be £7.0 million at 31
March 2022, which represents 2.9% of the 2022-23 net revenue budget.
• The COVID-19 risk reserve is estimated to be £12.5 million at 31 March 2022,
which represents 5.2% of the 2022-23 net revenue budget.
• The strategic reserve is estimated to be £4.8 million at 31 March 2022, which
represents 2.0% of the 2022-23 net revenue budget.
• The transformation reserve is estimated to be £6.5 million at 31 March 2022
plus there is a base budget of £1.0m per annum to invest in one-off
transformation projects designed to deliver budget savings in future years.
• Other earmarked reserves are estimated to total £71.7 million at 31 March
2022 – these may be used on a short-term temporary basis, provided the
funding is replaced in future years.
Based on the results of the risk assessment, which is set out in Annex 1, and the
factors set out above, the Director of Resources has concluded that the level of
reserves held by the council is adequate.

CIPFA’s Financial Management Code – Financial resilience assessment
The Chartered Institute of Public Finance and Accountancy (CIPFA) published the
Financial Management Code (“the Code”) in October 2019 and detailed guidance
was published in May 2020. Although it is not a statutory code (like the Prudential
Code), we are required to comply with the six principles and 17 standards it contains.
Financial Management Standard F of the Code requires us to carry out a “credible
and transparent financial resilience assessment.” To be credible, the Code
recommends that the financial resilience assessment should be undertaken by
someone who is not an officer of the council. We therefore sought an officer from
another local authority to undertake the financial resilience assessment.
The financial resilience assessment was completed and reported to the Director of
Resources in September 2021. It covered our:
• Current financial position;
• Own assessment of our future financial prospects;
• Key financial risks; and
• Use of independent, objective measures to assess the risks to our financial
resilience and sustainability.
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In summary, the reviewer observed:
• There is a clear understanding of the financial environment we are operating
within.
• A good level of confidence can be taken on our of our financial position,
particularly for the next two years (2021-22 and 2022-23).
• We are with taking and implementing difficult financial decisions to maintain
our financial position. There is a preparedness to take the necessary difficult
decisions to improve our financial position.
• We have demonstrated ability to deliver savings, manage cost pressures and
maintain an adequate level of reserves appropriate to deal with the financial
risks we are faced with.
On the basis of the above, the reviewer concluded we:
• Are performing well on factors that will help it withstand financial pressures;
• Do not appear to be exhibiting any symptoms of financial distress; and
• Are demonstrating good adherence to the principles contained in CIPFAs
financial management code.
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Annex 1 – high level risk assessment
Potential Risk
Is performance
against the current
year’s budget
reflected fully?
Have realistic
income targets been
set?

What is the impact
of varying the main
income
assumptions?

Have risks to
external grant
funding been
identified?
Has a reasonable
estimate of future
cost pressures been
made?
Have one-off cost
pressures been
identified?
Are arrangements
for monitoring and
reporting
performance against
the budget robust?
Is there a
reasonable
contingency
available to cover
the financial risks
faced by the
council?
Is there a
reasonable level of
reserves, which
could be used to

Response
Yes – any recurring under / overspends in the current year
will be funded from a combination of permanent and
temporary resources (to allow time for permanent solutions
to be identified and implemented).
Yes – income targets have not been increased for inflation.
Instead, services have reviewed individual income
generating areas and put forward specific proposals to
increase fees and charges where this is reasonable /
achievable. Income targets for Council Tax and business
rates have been set using prudent assumptions.
The Council Tax and business rates baselines are assumed
to increase by 0.5% and 2.1% in 2022-23 following
significant reductions in 2021-22. Every reduction of 1%
equates to a cost of £1.2 million for Council Tax and £0.7
million for business rates although the latter would be
restricted due to the safety net arrangements in place. This
cost would impact on the Collection Fund in 2022-23 and
the General Fund in 2023-24.
Yes – each specific grant is separately coded within the
council’s financial system and has been amended in line
with government announcements. Due to the timing of
these announcements this work will continue over the next
few months.
Yes – all significant cost pressures covering inflation (pay
and prices) and increasing demand for services were
considered when estimating our budget savings target.
See Annex 2 for further details of the assumptions made.
Yes – although this is an ongoing process (funding for oneoff cost pressures that arise after the budget is set can be
included in the revised budget for the year).
Yes – all budgets are monitored by managers and reported
to directorate management teams on a monthly basis and
the results of this are reported to Cabinet and Finance and
Budget Monitoring Scrutiny Sub-Committee via the
quarterly performance report.
Yes – we will start the 2022-23 financial year with a £10.1
million unearmarked reserve, a £7.0 million financial risk
and resilience reserve and a £12.5 million COVID-19 risk
reserve, which is sufficient to cover the financial risks we
face.
Yes – total General Fund reserves at 31 March 2022 are
expected to be £112.7 million, which represents 46.7% of
the 2022-23 net revenue budget. Within this, General Fund
unearmarked reserve is estimated to be £10.1 million and
earmarked reserves are estimated to total £102.5 million,
25

mitigate any issues
arising?

which represent 4.2% and 42.5% of the 2021-22 net
revenue budget respectively.
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Annex 2 – breakdown of cost pressures
All figures in £ million

2022-23

2023-24

2023-24

- Pay inflation

6.3

3.3

3.4

- Non-pay inflation

1.2

0.4

0.4

- Adult social care inflation (incl. NLW / NMW)

9.5

7.3

6.4

- Children's social care inflation

0.8

0.5

0.5

- PFI contractual inflation

0.9

0.5

0.5

- Highways maintenance materials cost inflation

0.2

0.1

0.1

- Waste management inflation / increasing demand

0.7

0.4

0.6

- Adult social care increasing demand

1.9

1.0

1.0

- Children's social care increasing demand

0.4

0.3

0.0

- Children with disabilities turning 18

1.4

1.3

1.3

- SEN transport inflation / increasing demand

1.0

0.5

0.5

- Special educational needs increasing demand

0.1

0.1

0.1

- Investment in neighbourhoods

1.2

0.0

0.0

- Regional Adoption Agency cost increase

0.2

0.0

0.0

- External grant changes

(9.9)

0.1

0.1

- JTC levy increase

0.5

0.5

0.5

- Reduced use of reserves

2.4

0.7

0.0

- Temporary mitigation of Covid-19 pressures

(1.2)

(0.5)

(1.0)

Headroom

0.0

1.5

3.0

TOTAL

17.8

17.9

17.5

Inflationary changes (pay and prices)

Increasing demand for services

Other
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Pay inflation (£6.3 million in 2022-23)
The cost pressure is an estimate based on the cost
of previous years’ pay awards plus the increase in
employer’s national insurance contributions – the
actual cost will be determined by the actual pay
award agreed as part of the national pay agreement
process.
Annual pay award to be agreed by employers as
part of national pay bargaining, and current staffing
numbers.

N/A

N/A

N/A

Yes, staff are involved in delivering a range of
statutory and discretionary services, which are
being reviewed as part of the identification of
savings to meet our budget gap in 2022-23.
No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

Non-pay inflation (£1.2 million in 2022-23)

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?

Inflation on payments to third parties and increases
in insurance and other non-pay costs.

This cost pressure is an estimate based on
assumed inflationary increases in 2022-23.

N/A

Any reduction in costs arising from a reduction in
the number of buildings will be factored into the
relevant budget proposal. Savings arising from
improving energy efficiency in the Civic Centre and
other buildings are factored into the relevant budget
proposal.
If the cost pressure is due to This cost pressure is based on assumed
increased inflation, what
inflationary increases in 2022-23. We will not know
benchmark is being used to the specific inflation factors to be applied until early
assess the price increase?
next year.
Does the activity causing the Yes, buildings are an integral part of delivering a
cost pressure need to
range of statutory and discretionary services, which
continue?
are being reviewed as part of the identification of
savings to meet our budget gap in 2022-23.
Is there scope to fund this
No, there are no underspends in the budget that
cost pressure from existing
can absorb this pressure, plus all areas of the
resources?
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
More generally, what is the
We will overspend our budget.
impact of not agreeing
funding for the cost
pressure?
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?

If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Adult and children’s social care inflation (£10.3
million in 2022-23)
This cost pressure is based on assumed increases
in:
• Hourly rates payable to third parties including an
assumed increase in National Living Wage /
National Minimum Wage;
• Foster carer allowances, special guardianship
order allowances, child arrangement order
allowances and adoption allowances; and
• Employer’s National Insurance contributions.
We will agree an inflationary increase in hourly /
daily rates payable to reflect the costs incurred by
care providers. We will agree an inflationary
increase in foster carer allowances, special
guardianship order allowances, child arrangement
order allowances and adoption allowances to
remain competitive with rates offered by other
agencies and local authorities.
N/A

Any savings from greater investment in preventative
services and improved partnership working are set
out in the relevant budget proposal.
Cost pressure is based on assumed increases in
rates agreed with third parties and assumed
increases in allowances.
Yes, activity is based on assessed need and is
therefore a statutory duty.
No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Inflation on PFI contracts (£0.9 million in 202223)
This cost pressure is based on assumed increases
in a range of RPI-related inflation factors built into
contracts with third parties. In addition, the street
lighting PFI cost pressure also includes an element
related to increased electricity costs.
Contractual / market-led inflation on payments to
third parties.

N/A

Any savings arising from reducing demand is
factored into the relevant budget proposal.
Inflation factors to be used to calculate inflationary
increases are set out in the relevant contracts.

Yes, we are contractually committed to increase the
rates we pay to third parties.
No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?
What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Highways maintenance materials (£0.2 million in
2022-23)
Based on current year’s cost pressure.
Price inflation on materials.

N/A

N/A

Based on actual price rises from suppliers in the
current year.

Yes, road and footpath maintenance are statutory
duties and failure to adequately maintain our road
and footpath network may expose us to a
significant financial risk.
No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Waste management (£0.7 million in 2022-23)
Assumed inflationary uplift applied to current prices
and assumed tonnage. Impact of new houses
based on current cost per household multiplied by
number of new houses constructed.
Prince inflation and increased demand.

Demand increase based on new houses registered
on the Council Tax valuation list.

The cost pressure has been mitigated by agreeing
a fixed price for three years on the energy from
waste and refuse derived fuel contract.
RPI

Yes, disposal of domestic waste arising is a
statutory duty.
No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?
What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Adult social care increasing demand (£1.9
million in 2022-23)
This cost pressure is based on assumed growth in
the number of service users applied to current year
projected expenditure in adult social care.
Increasing demand arising from increasing
population.

Actual growth in service users in 2021-22.

Any savings from greater investment in
preventative services and improved partnership
working are set out in the relevant budget proposal.
N/A

Yes, activity is based on assessed need and is
therefore a statutory duty.
No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

Children’s social care increasing demand (£0.4
million in 2022-23)
This cost pressure is based on assumed population
growth applied to current year projected
expenditure in children’s social care.

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?

Increasing demand arising from increasing
population.

More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Assumed increase in 0-17 populations in 2021-22.

Any savings from greater investment in
preventative services and improved partnership
working are set out in the relevant budget proposal.
N/A

Yes, activity is based on assessed need and is
therefore a statutory duty.
No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

Children with disabilities turning 18 (£1.4 million
in 2022-23)
This cost pressure is based on specific children
who will turn 18 during 2022-23 and the estimated
cost of meeting their needs as adults.

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?

Increased demand – the cost saving in the
children’s social care budget will be reinvested in
care packages for new / other children with
disabilities. Continuing improvement in medical
treatments will lead to an increase in the number of
young people with profound and multiple disabilities
in future years.
This cost pressure is based on specific children
currently receiving care who will continue to require
care when they reach adulthood.

If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Any savings from improved partnership working are
set out in the relevant budget proposal.
N/A

Yes, activity is based on assessed need and is
therefore a statutory duty.
No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?
What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?

If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Special Educational Needs transport (£1.0
million in 2022-23)
Based on current cost pressure.
Increased demand and price inflation.

Actual increases in numbers of children with special
educational needs and rates payable in the current
year.
The service is taking a number of actions to
mitigate the cost pressure including reviewing
procurement processes, promoting the use of
personal transport budgets, better route planning
and training children with special educational needs
to use public transport.
Increases in rates taking place in the current year.

Yes, this is a statutory function.

No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?
What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?

If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Special educational needs (£0.1 million in 202223)
Staffing increase to meet the assumed increase in
demand for Education and Health Care Plans.
Increased demand for Education and Health Care
Plans.

Based on actual increases in the current year.

In the longer-term, demand may be mitigated by
intervening at an early stage with those children
likely to end up being assessed for an Education
and Health Care Plan to try to prevent this
happening.
N/A

Yes, activity is based on a statutory duty.

No, there are no underspends in the budget that
can absorb this pressure.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?
What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing
the cost pressure need to
continue?
Is there scope to fund this
investment from existing
resources?
More generally, what is the
impact of not agreeing
funding for this investment?

Investment in neighbourhoods (£1.2 million)
This funding will be used to invest in additional
resources to be deployed within neighbourhoods
across the city.
N/A

N/A

N/A

N/A

N/A

No

Long-standing pressures on service delivery may
not be addressed.
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Description (initial
estimate)
How have the above
amounts been calculated?

Regional Adoption Agency (£0.2 million in 202223)
Based on current year’s cost pressure.

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?

The original service level agreement contribution
was based on the historical net budget of each local
authority. The proposed SLA is to be based on
activity. In addition, the net operational budget of
the Regional Adoption Agency has increased due
to the reduction of the income target for selling
inter-agency placements.
N/A

If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?

If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Extensive discussions have been held with the
Regional Adoption Agency over a period of time to
try to reduce the increase in the SLA contribution as
far as possible. In the future, minimising the number
of inter-agency placements will reduce the cost
pressure.
N/A

Yes, activity is based on a statutory duty.

No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.

40

Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

External grant changes (-£9.9 million in 2022-23)
This negative cost pressure is based on estimated
increase in grant funding announced in the
Spending Review 2021, less the estimated
reduction in specific grant funding for housing
benefit subsidy administration and Council Tax
support administration.
Specific funding changes to be made by
government.

N/A

N/A

N/A

We are required by legislation to administer
housing benefit and Council Tax support.
N/A

N/A

41

Description (initial
estimate)
How have the above
amounts been calculated?

Joint Transport Committee levy (£0.5 million in
2022-23)
Funding is required to meet the increased costs of
the Joint Transport Committee levy.

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?

COVID-19 has had a significant impact on metro
patronage plus the city’s population has increased
relative to other Tyne and Wear local authority
areas, so we need to bear a higher proportion of
the cost of the levy.

More generally, what is the
impact of not agreeing
funding for the cost
pressure?

N/A

N/A

N/A

Yes, activity is based on a statutory duty.

No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
We will overspend our budget.
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?
If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the
cost pressure need to
continue?
Is there scope to fund this
cost pressure from existing
resources?
More generally, what is the
impact of not agreeing
funding for the cost
pressure?

Reduced use of reserves (£2.4 million in 202223)
In previous years temporary funding from reserves
was included in the budget to fund permanent cost
pressures. This funding now needs to be built into
the permanent base budget to reduce the reliance
upon reserves, which is not sustainable.
Previous decision to fund permanent cost
pressures temporarily from reserves with a view to
building this funding into the permanent base
budget at some future point.

N/A

N/A

N/A

N/A

No, there are no underspends in the budget that
can absorb this pressure, plus all areas of the
budget are being reviewed to find savings to
contribute to our 2022-23 savings target.
Reserves will reduce more than planned.
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Description (initial
estimate)
How have the above
amounts been calculated?

What is the source of the
cost pressure (for example,
increased demand, fall-out
of external funding,
contractual or other price
increases)?
If the cost pressure is due to
increased demand, what
evidence exists to support
this?
What, if anything, can be
done to mitigate the cost
pressure?

Temporary mitigation of COVID-19 pressures (£1.2 million in 2022-23)
This funding was required to off-set car parking and
property income reductions that occurred in 202021 and 2021-22 due to COVID-19. Less funding is
needed next year due to an assumed recovery in
these sources of income.
Reductions in income received in relation to car
parks and our commercial property portfolio.

N/A

Every effort is being made to mitigate the income
reductions and increase income in other areas, but
this is limited to what is achievable in the current
financial and economic climate.
N/A

If the cost pressure is due to
increased inflation, what
benchmark is being used to
assess the price increase?
Does the activity causing the No, but if individual car parks or commercial
cost pressure need to
properties were to be sold, then this would create a
continue?
larger pressure in the General Fund revenue
budget.
Is there scope to fund this
N/A
cost pressure from existing
resources?
More generally, what is the
N/A
impact of not agreeing
funding for the cost
pressure?
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Annex 3 – net revenue budget by directorate
All figures in £ million

2021-22

2022-23

Adult Social Care & Integrated Services

87.298

88.729

Children, Education & Skills

56.667

55.309

City Futures (including Public Health)

4.201

4.419

Operations & Regulatory Services

8.961

7.707

Place

5.938

6.196

Resources

26.330

25.685

Net Directorate Expenditure

189.394

188.045

JTC Levy

16.209

16.209

Net Service Expenditure

205.603

204.254

Corporate Items

31.366

36.590

Transfers to / (from) Reserves

(2.435)

0.175

Net Revenue Budget

234.534

241.019

Less: Revenue Support Grant

(26.784)

(26.784)

Less: Business Rates

(87.922)

(90.257)

Council Tax Requirement

119.828

123.978
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Annex 4 – net directorate expenditure budget by service
All figures in £ million

2021-22

2022-23

Adult Social Care & Integrated Services

72.845

74.159

Director of Adult Social Care & Integrated Services

0.173

0.323

Integrated Services

14.280

14.247

Children's Social Care

49.789

47.721

Director of Children, Education & Skills

0.796

0.733

Early Help & Family Support

2.696

2.565

Education

3.386

4.289

Schools

0.000

0.000

Communication Services

0.257

0.280

Communities Team

0.546

0.530

Director of City Futures

0.193

0.196

Economic Development

0.962

0.965

Museums, Arts & Culture

1.673

1.664

North of Tyne Combined Authority

0.037

0.037

Policy and Performance

0.610

0.587

Public Health
Operations & Regulatory Services

(0.077)

0.160

Repairs & Construction Services

(8.115)

(8.581)

Community Hubs

3.306

3.078

Environment & Public Protection

0.582

0.526

Facilities Services & Civic Management

1.105

0.613

Local Services

23.248

23.321

Operations

(0.798)

(0.299)

Director of Operations & Regulatory Services

0.400

0.281

Parking

(10.950)

(11.398)

Resilience Planning
Place

0.182

0.166

Commercial Development & Property

(2.814)

(3.540)

Development Management

0.771

0.751

Fairer Housing Unit

0.030

0.143

Major Projects

(0.020)

(0.035)

Director of Place

0.034

0.038

Transport

7.937

8.840

Audit, Risk & Insurance

0.549

0.535

Business Management

8.215

8.119

Chief Executive

0.343

0.328

Democratic Services

2.049

2.013

Director of Resources

0.198

0.167

Financial Services

4.707

4.699

Human Resources

1.905

1.874

ICT

6.646

6.205

Legal Services

1.717

1.744

Net Directorate Expenditure

189.394

188.045

Adult Social Care & Integrated Services

Children, Education & Skills

City Futures

Resources
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Annex 5 – Housing Revenue Account budget
All figures in £ million

2021-22

2022-23

Rent income

99.4

102.2

Other income

14.1

15.4

YHN management fee

(23.5)

(24.0)

Repairs and maintenance

(24.3)

(28.0)

Other running costs (e.g. utilities, supplies and services)

(15.5)

(18.0)

Bad debt provision

(1.5)

(1.4)

External interest payable

(17.7)

(17.6)

Operating surplus

31.2

28.6

Debt repayment / contribution to capital

(31.2)

(33.0)

Increase / (decrease) in HRA reserves

(0.0)

(4.4)
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Annex 6 – projected trend in total General Fund earmarked
reserves
31 March 31 March 31 March 31 March 31 March 31 March 31 March
2019
2020
2021
2022
2023
2024
2025
(actual)
(actual)
(actual)
(estimate) (estimate) (estimate) (estimate)

Ref

All figures in £ million

1

ADZ reserve

(1.3)

(1.7)

(1.3)

(0.8)

(0.3)

0.2

0.7

2

Asset management reserve

(3.9)

(5.2)

(5.3)

(5.3)

(5.1)

(4.8)

(4.6)

3

Capital projects development reserve

0.5

0.7

1.1

1.1

1.1

1.1

1.1

4

Collection Fund reserve

7.4

7.4

55.9

7.4

7.4

7.4

7.4

5

Covid-19 risk reserve

0.0

10.3

17.5

12.5

7.5

2.5

0.0

6

Developers contributions reserve

0.8

0.8

0.9

0.9

0.9

0.9

0.9

7

Directorate commitments reserve

1.3

1.2

0.8

0.6

0.3

0.1

(0.2)

8

Estate Management Fund reserve

0.0

0.0

1.1

1.6

1.6

1.3

1.1

9

Financial risk & resilience reserve

7.0

7.0

7.0

7.0

7.0

7.0

7.0

10

Housing benefit subsidy reserve

2.2

1.1

0.8

0.5

0.3

0.0

0.0

11

Major developments reserve

(1.9)

(3.8)

(1.6)

(2.6)

(3.1)

(3.1)

(2.8)

12

One-off funding reserve

6.2

5.5

4.9

4.1

3.4

2.6

1.9

13

Parks trust subsidy reserve

1.5

2.4

3.4

3.0

2.4

1.6

1.5

14

Pension reserve

4.0

2.3

2.4

2.4

2.4

2.4

2.4

15

PFI reserve

4.6

4.1

3.6

3.9

3.9

3.8

4.0

16

Public Health Grant reserve

2.1

1.3

1.9

0.9

0.7

0.4

0.2

17

Revenue grants to be applied

6.8

4.3

16.2

11.2

6.2

3.7

1.2

18

Ring-fenced balances reserve

15.6

19.4

23.2

20.7

18.2

15.7

13.2

19

Risk management & insurance reserve

2.4

3.3

3.4

3.3

3.2

3.1

3.0

20

School kitchens reserve

0.7

0.6

0.7

0.7

0.7

0.7

0.7

21

Strategic reserve

4.6

2.6

9.0

4.8

3.9

3.6

3.4

22

Transformation reserve

1.3

0.8

5.3

6.5

8.5

9.9

11.3

23

Treasury management reserve

8.4

10.4

14.8

17.0

19.3

21.5

23.8

24

Other reserves (all under £0.5 million)

(0.0)

(1.1)

1.3

1.1

0.8

0.6

0.3

TOTAL

70.1

73.8

166.8

102.5

91.0

82.3

77.4
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