
   

 

 

 

REPORT TO CABINET  
TO BE HELD ON 

12 JANUARY 2021 

 

 
 Key Decision YES 

Forward Plan Ref No  

Corporate Priority: 
Meets all Corporate Priorities 

Cabinet Portfolio 
Holder 

Cllr Janet 
Jefferson 

 

REPORT OF: DIRECTOR (NE) – 21/004 
 
WARDS AFFECTED: ALL 
 

SUBJECT:  DRAFT REVENUE BUDGET 2021/22 TO 2023/24 

 

RECOMMENDATION (S): 
 
For Cabinet to: 
  
(i) Endorse the draft revenue budget proposals set out in the appendices to this 

report prior to them being re-presented to Cabinet and Full Council for 
approval in early 2021; with particular attention being given to the proposed 
Council Tax freeze for the 2021/22 year and the anticipated funding gap and 
draws from reserves over the period to 2024; 
 

For Cabinet to recommend that Council: 
 
(ii) Approve the following Council Tax discount and premiums for the 2021/22 

year, which remain unchanged from those approved by Council for 2020/21: 
 

 0% Council Tax discount on Class B second homes  

 10% Council Tax discount on Class A second homes  

 0% Council Tax discount on properties undergoing major repair or 
structural alteration  

 100% discount for (Class C) properties which are empty and unfurnished 
for the first 28 days a property becomes empty, followed by a 0% 
discount thereafter 

 100% Council Tax premium for properties which have been empty and 
unfurnished for more than 2 years 

 200% Council Tax premium for properties which have been empty and 
unfurnished for more than 5 years 

 300% Council Tax premium for properties which have been empty and 
unfurnished for more than 10 years (this premium was approved via last 



   

year’s budget report but will come into effect from 1 April 2021 as 
permitted by the Council Tax legislation;  

  
For Cabinet to: 

  
(iii) Agree that officers enter into a period of consultation on the proposals 

contained within this report, subject to the approval of the above 
recommendations;  

 

REASON FOR RECOMMENDATION (S): 
 

 To allow the Council to approve the 2021/22 budget, and associated Council 
Tax level at its meeting on 26 February 2021; 
 

 To consult with the public on the budget proposals prior to them being 
approved; 

 

 To incentivise long term, empty residential properties to be brought back into 
use. 

 
HIGHLIGHTED RISKS: 
 

 That the Council does not set a robust or balanced budget. 
 

1. INTRODUCTION 
 
1.1 This report sets out the Council’s detailed draft revenue proposals for 2021/22 

as well as the high level budget proposals and anticipated funding gap for the 
period to 2024.  
 

1.2 Full Council must approve the 2021/22 budget and associated Council Tax 
level at its meeting on 26 February 2021 and it is important that the Council 
consults with the public on its budget prior to it being approved. The draft 
revenue proposals contained within this report will be re-presented to Cabinet 
in February alongside the Capital Strategy.   

 

2. CORPORATE AIMS/PRIORITIES AND THE COMMUNITY PLAN 
 
2.1 The proposals set out in this report impact on all Council corporate aims and 

priorities.  
 

3. BACKGROUND, ISSUES AND ASSESSMENT 
 
3.1 Draft Revenue Budget Proposals 

 
3.1.1 The Council’s Financial Strategy comprises three-year revenue projections 

and a capital plan, which are reviewed annually. The Council’s revised 
Strategy for 2021-2031 will be presented to Full Council for approval in 



   

February and members will be asked to approve the budget proposals and 
associated council tax levels for the 2021/22 year as well as endorse the high 
level proposals to 2023/24.   

 
3.1.2 The draft revenue budget proposals for the period 2021/22 to 2023/24 are 

attached at Appendix A. The appendix sets out the revenue budget proposals 
over that period, including funding projections, anticipated funding gaps, 
ongoing investment in priority areas, savings proposals and proposed Council 
Tax levels. 

 
3.1.3 The provisional Local Government Finance Settlement for the 2021/22 year 

was published on 17 December 2020. The proposals contained within 
Appendix A incorporate the announcements made in the provisional 
Settlement. 

     
3.3 Council Tax Discounts and Exemptions 
 
3.3.1 The Local Government Finance Act 2012 provided opportunities for Local 

Authorities to raise additional revenue from Council Tax by amending 
discounts on second homes and empty properties. The Borough Council 
opted to utilise this new legislation to reduce a number of Council Tax 
discounts in order to raise additional Council Tax revenue. These changes 
came into effect on 1 April 2013 and were further reviewed for 2014/15 and 
2015/16. The proposed position for 2021/22 is the same as that approved for 
2020/21 for the discounts summarised below: 

 

 The Council Tax Discount on second homes is set at 0% for 2021/22, 
which is in line with the 0% discount applied since 2013/14. 
 

 The Council Tax discount on second homes which have planning 
restrictions on occupancy is set at 10% for 2021/22, which is in line with 
the discount applied since 2016/17.   

  

 The Council Tax Discount for properties undergoing major repair or 
structural alteration is set at 0% for 2021/22, which is in line with the 0% 
discount applied since 2013/14. 

 

 The Council Tax Discount for properties which are empty and unfurnished 
(Class C) is set at 100% discount for the first 28 days a property becomes 
empty and unfurnished followed by a 0% discount, which is in line with the 
discount applied since 2015/16. 

 
3.3.2 The Government has more recently announced measures that give local 

authorities powers to incentivise home owners to bring empty properties back 
into use by charging additional Council Tax premiums where those properties 
have been empty for greater than 2 years. The Council sees the provision of 
housing within the Borough as a key priority therefore it is proposed that the 
Council approves that the following, maximum allowed premiums are 
charged:    

 



   

 The Council Tax Premium for properties which have been empty & 
unfurnished for more than 2 years is set at an additional 100%, which is in 
line with the premium applied since 2019/20; 
 

 The Council Tax Premium for properties which have been empty & 
unfurnished for more than 5 years is set at an additional 200%, which is in 
line with the premium applied since 2020/21; 

 

 The Council Tax Premium for properties which have been empty & 
unfurnished for more than 10 years is set at an additional 300%. 2021/22 
is the first year that the power to charge this premium will be in place but 
approval to implement this was obtained as part of last year’s budget 
proposals; 
 

4. CONSULTATION 
 
4.1    It is important that the Council considers the views of its stakeholders in the 

budget setting process.   
 
4.2      All Members will be invited to attend seminars to go through the budget 

proposals in detail and will be asked to provide feedback at these sessions. A 
link will also be added to the Council’s website to allow all stakeholders and 
interested parties to submit feedback online.   

 

5. IMPLICATIONS 
 
5.1 Policy 

 
There are no policy implications arising from this report.  

 
5.2 Legal 
  

There are no legal issues arising from this report.  
 
5.3 Financial 

 
The financial implications are set out in detail in Appendix A.     

 
5.4 Staffing Implications 
 
 There are no direct staffing implications arising from the 2021/22 budget 

proposals. Future year budget setting processes will be closely managed and 
consultation will take place with Trade Unions where required. The Council 
has a strong commitment to try and minimise the impact on staff and number 
of compulsory redundancies by utilising natural wastage and providing some 
training for staff to support this.  

  
5.5 Planning Implications, Crime and Disorder Implications, Health and 

Safety implications, Environmental implications  



   

 
I have considered whether implications arise from this report and am satisfied 
that there is no identified implication that will arise from this decision for this 
Council.  

 
5.6 Communication 
 

The budget proposals contained within this report will be disseminated to all 
staff within the Council via Service Unit Managers and all members have been 
invited to briefings on the proposals. The consultation will be included on the 
Council’s website and will include links to this report. 
    

 
 
Nicholas Edwards 
Director 
 

Author: Kerry Metcalfe 
Tel: 01723 383542 
email: kerry.metcalfe@scarborough.gov.uk 
 
 

Background Papers: 
 
Interim Budget report – Cabinet Sept 2020 (ref 20/167) 

mailto:kerry.metcalfe@scarborough.gov.uk


   

APPENDIX A 
 

REVENUE BUDGET 2021/22 TO 2023/24 AND COUNCIL TAX 
2021/22 

 
1 INTRODUCTION 
 

The Council’s policy has always been to be as efficient as possible and protect 
front line services and since 2010 the Council has delivered savings of £21m 
from its annual revenue budget. Over that same period performance in many 
areas has increased.  
 
As staffing resources reduce and savings become harder to identify it is 
becoming apparent that the length of time needed to deliver savings is 
increasing therefore in recent years the Council has moved towards a more 
detailed 3-year revenue budget programme.  
 
This appendix sets out the revenue budget proposals for 2021/22 along with 
the indicative projections and proposals for the period up to 2023/24, along 
with the associated levels of Council Tax. 

 
It provides details of: 

 

 Projected funding gaps over the period; 

 Cost pressures and additional investment; 

 The level of revenue resources available to the Council; 

 The Strategy for addressing the projected funding gap; 

 Efficiency and other savings proposals; and 

 Investment in one-off funding priorities 
 

2 FUNDING GAP PROJECTIONS 2021 TO 2024 
 
 Each year the Council faces movements in core government funding as well as 

cost pressures. In addition investment in priority areas must be factored into 
the revenue budget, resulting in annual funding gaps that need to be balanced 
through the identification of savings. Budgetary savings may be delivered 
through cost reductions or the achievement of additional income. 

 
 Table 1 below set out the anticipated funding gaps over the period from 

2021/22 to 2023/24 based on current budget projections:  
 
  



   

Table 1 – Revenue Budget Funding Gap 
 

 2021/22 
£’000 

2022/2
3 

£’000 

2023/24 
£’000 

Total 
£’000 

Pay and Price Inflation 513 593 593 1,699 
Other budget pressures 352 400 800 1,552 
Investment in priority areas 500 - 500 1,000 
Covid contingency 924 (150) (86) 688 

Cost pressures and additional investment 2,289 843 1,807 4,939 

Covid grant funding (688) - - (688) 
Council Tax revenue (increase) / reduction 55 (239) (241) (425) 
Core funding (increase) / reduction (62) 1,437 539 1,914 
B Rates income growth (increase) / red’n  634 227 (300) 561 
Council Tax Collection Fund deficits 5 15 - 20 

Net movement in resources (56) 1,440 (2) 1,382 

Savings overachieved from 2019/20 (1,391) - - (1,391) 

Funding Gap 842 2,283 1,805 4,930 

 
The projections show that, subject to the levels of funding cuts applied as a 
result of the Fair Funding Review, savings of £4.930m will need to be identified 
from the current annual revenue budget to balance the funding gap over the 
period to 2023/24. 
 
The sections below provide further details on each of the areas contributing to 
the funding gap.  

 
 

3 COST PRESSURES AND ADDITIONAL INVESTMENT 
 
3.1 PAY AND PRICE INFLATION 
 

This increase reflects the inflationary allowances across budget heads along 
with salary increments and variations, net of inflationary increases on income 
targets.  
 
Non salary expenditure budget heads have been fixed at 2020/21 levels and 
any cost increases will therefore need to be absorbed within individual service 
area budgets. An allowance of £200k per annum has been retained within the 
budget projections to cover unavoidable or corporate inflationary cost increases 
and this will be allocated to budget heads throughout the 2021/22 year as 
areas of growth are identified.  
 
The 2020 Spending Review announcements included a freeze in public sector 
pay for local government employees earning more than £24k per annum, with 
employees earning less than £24k and those on the National Living Wage and 
UK Living Wage receiving a minimum £250 increase. The Council’s budget 
growth projections factor in these proposals.   
 
The budget assumes nil inflationary uplift in general fees and charges income 
for the 2021/22 year which reflects the impact that the Covid pandemic, and 
associated economic pressures, may have on the demand for the Council’s 



   

discretionary services next year. The proposed fees and charges for the 
2021/22 year were agreed by Cabinet in December (report ref 20/222). 
Projections incorporate annual 2% uplifts in fees and charges thereafter.    
 

As in previous years the 2021/22 budget does not include a corporate provision 
for salary savings. This reflects that staffing savings are not expected to accrue 
due to a slowdown in staff turnover. The Council does not budget for 
recruitment costs therefore it is also assumed that any short term staffing 
savings will be required to fund associated recruitment and advertising costs. 
 

3.2 OTHER BUDGET PRESSURES 
 

Table 2 below summarises the budget pressures that are factored into the 
Council’s revenue budget projections: 
 
Table 2 – Other Budget Pressures 
 

 2021/22 
£’000 

2022/23 
£’000 

2023/24 
£’000 

Budget contingency (still to allocate) 178 400 400 
Covid related borrowing costs 70 - - 
Recycling contract 104 - - 
Pension costs – triennial valuation - - 400 

TOTAL 352 400 800 

 
Further details are included within Appendix A1 to this report. 

 
3.3 INVESTMENT IN PRIORITY AREAS 
 

The areas proposed for additional priority investment are summarised in 
Table 3 below, with further details provided in Appendix A2.1. 

 

Table 3 - Meeting Priorities 
 

Bid 2021/22 
£’000 

2022/23 
£’000 

2023/24 
£’000 

Review of governance arrangements  19 - - 
Enhanced Seagull cleaning 50 - - 
Loss of rents re Market Square development 5 - - 
Soft phone licences 9 - - 
Annual licence fee for performance and risk 
management software 

 
4 

 
- 

 
- 

One-off contribution to Investment Fund 413 (413) - 
Investment in priorities  413 500 

 500 - 500 

 
The investment in priorities budget included in the 2022/23 and 2023/24 years 
will be dependent on the identification of a level of financial savings sufficient 
to balance the associated funding gaps in those years.  
 



   

3.4 COVID CONTINGENCY AND COVID GRANT FUNDING 
 

COVID-19 has understandably had a significant impact on Council budgets in 
terms of income reductions and additional cost pressures, and the Council will 
face a net budgetary shortfall of £2m in the 2020/21 financial year as a result 
of the pandemic.   
 
The rollout of the vaccine in the latter part of the 2020/21 year and into 
2021/22 should hopefully negate the need for further large scale lockdowns 
and alleviate some of the financial pressures the Council faces, however it is 
still anticipated that the pandemic will continue to have an impact in the 
2021/22 year and beyond.  
 
In recognition of the financial impact that local authorities will face in 2021/22 
the government announced additional COVID funding of £1.55bn in the 2020 
Spending Review along with an extension of the sales, fees and charges 
reimbursement scheme to June 2021. The allocation of the Covid grant 
funding was announced in the provisional settlement and showed that the 
Council will receive a grant of £688k in 2021/22, in addition to the £2.019m 
Covid grant funding received in 2020/21.  
 
In addition to the government grant the Council’s budget provides a further 
contingency of £236k to fund Covid related budget pressures, taking the total 
budget provision within the 2021/22 budget to £924k. This contingency will be 
allocated to budgetary heads as and when Covid related pressures are 
identified.  
 
The budget projections for 2022/23 currently includes a negligible Covid 
contingency of circa £90k and nil is provided in 2023/24. This position will be 
reviewed during the 2021/22 year. 

 
4 REVENUE RESOURCES 
 

4.1 COUNCIL TAX 
 

For the 5-year period between 2011/12 to 2015/16 the Government awarded 
one-off grants to those Council’s that opted to freeze or reduce their council 
tax levels. The Council elected to freeze its council tax at 2010/11 levels in 
each of those years.  

 

The Localism Act includes the powers to allow local residents to veto 
excessive council tax rises and in 2012/13 the Government introduced 
arrangements for council tax referendums where an authority sets a council 
tax which exceeds principles endorsed by Parliament (i.e. is “excessive”).  

 

The council tax referendum threshold principles for 2021/22 for district 
councils are the higher of a raise of up to 2% or £5 for a Band D equivalent 
property.   
 

The level of council tax income generated by the Council is principally 
affected by two factors; the level of council tax charge and the council tax 
base.  



   

 

4.1.1 Proposed Council Tax Charge 
 

Given the economic pressures facing residents in the coming financial year it 
is proposed that the Council Tax charge for the 2021/22 year be frozen at 
2020/21 levels. The budget projections for 2022/23 and 2023/24 currently 
assume a £5 increase for a Band D equivalent property, being the projected 
maximum referendum thresholds for the years in question.    
 

Table 4 below shows the resultant Scarborough Borough Council element of 
the Council Tax levy by band if Council Tax levels are increased by this 
amount.  

 

Table 4 – Council Tax levy per band 
 

Band 2020/21 £5 Band D increase   

 2021/22 Increase 2022/23 2023/24 

£ £ £ £ £ 

A 159.83 159.83 - 163.17 166.50 

B 186.47 186.47 - 190.36 194.25 

C 213.11 213.11 - 217.56 222.00 

D 239.75 239.75 - 244.75 249.75 

E 293.03 293.03 - 299.14 305.25 

F 346.31 346.31 - 353.53 360.75 

G 399.58 399.58 - 407.92 416.25 

H 479.50 479.50 - 489.50 499.50 

  
4.1.2 Increase in Council Tax Base, collection rates and Collection Fund 

Surplus 
 

Each year the Council calculates its tax base based on the number of 
properties listed on the Council Tax system. This calculation takes into 
account chargeable properties, collection rates, discounts, and exemptions 
listed in the system as well as projected changes for the following year.  
 
The tax base for the 2021/22 year has decreased by 0.6%, primarily as a 
result of the uplift in the cost of the Localised Support for Council Tax scheme 
and a migration of holiday let properties from Council Tax to Business Rates. 
This will reduce Council Tax income by £55k compared to 2020/21 levels.  
 
The budget projections for future years assume that the tax base will rise by 
0.5% per annum, which is in line with the increases achieved in recent, pre-
Covid years.  

 
In addition to the reduction in the tax base the anticipated Collection Fund 
position at the end March 2021 is expected to show a negligible deficit, which 
will spread over 3 financial years from 2021/22 to 2023/24.  
 



   

4.2 CORE GOVERNMENT FUNDING PROJECTIONS 
 
4.2.1 Sources of Core Government Funding 
 
 The Council’s core government funding streams have historically comprised 

revenue support grant, a share of retained business rates income, new homes 
bonus and rural services grant. Two further grants: The Lower Tier Services 
Grant and Local Council Tax Support Grant were announced in the 2021/22 
provisional settlement.  

 
Table 5 below sets out the projected levels of these core funding sources up 
to 2023/24 and shows that the Council’s annual grant funding is expected to 
reduce by £1.914m over the period, reducing the Council’s anticipated 
reliance on these funding sources down to £3.01m.   

 
Table 5 – Anticipated government funding reductions 

 

  2020/21 2021/22 2022/23 
 

2023/24 TOTAL 
  £'000 £'000 £'000 £’000 £'000 
           

Revenue Support Grant 49 50 - -  
Rural Services Grant 21 22 - -  
Retained Business Rates – 
baseline 4,286 4,286 

 
3,510 

 
3,010  

Retained Business Rates – 
indexing compensation  171 223 - 

 
-  

New Homes Bonus 397 222 39 -  
Lower Tier Services Grant - 183 - -  
Local Council Tax Support Grant  ?? - -  

TOTAL CORE GOVERNMENT 
FUNDING 4,924 4,986 3,549 

 
3,010   

CORE FUNDING (INCREASE) / 
REDUCTION  

(62) 1,437 539 1,914 

 
 Further details on the more material funding sources are set out below. 
  
2 Retained Business Rates – baseline funding and indexing compensation 
 

In 2021/22 and beyond it is projected that the Council’s predominant source of 
government funding will relate to the localised business rates scheme.  
  
Under the current scheme business rates income is split equally into a local 
and central share. The central share is paid to central government and the 
local share is retained by local authorities.  A tariff and top-up mechanism 
exists within the system to balance an authority’s target local share of 
annually retained business rates income with the amount of funding the 
government deems it needs to fund its services (its funding baseline). Where 
an authority’s target retained share of business rates exceeds their deemed 
funding need a tariff is payable back to Central Government and where an 



   

authority’s retained share is less than its deemed funding need a top-up 
payment is received. This council is a tariff paying authority.  
 
The business rates funding baseline is determined within the Local 
Government Finance Settlement and will stand at £4.286m for 2021/22. This 
baseline funding level is largely underwritten by the Government through a 
‘safety net mechanism’ within the localised business rates scheme. The 
funding baseline will be reset alongside the Fair Funding Review.    
 
Historically business rate multipliers and funding baselines were increased by 
RPI each year, however the budget announcements made in November 2017 
confirmed that from 1 April 2018 they will be inflated by CPI.  
 
On a number of occasions since the localised scheme was introduced the 
government has chosen to freeze annual business rate multipliers and 
charges at previous year levels, or cap the increase below RPI / CPI levels. 
The government has compensated local authorities for these freezes through 
an index compensation grant, to reflect that the decision has reduced the 
levels of baseline funding and business rates growth retained by local 
authorities.  

 
4.2.3 2021/22 Settlement  

 
In December 2015 the Government announced the provisional finance 
settlement for 2016/17, alongside an indicative multi-year settlement offer for 
the years up to and including 2020. Although the offer set out significant 
funding reductions it did give local authorities some certainty over funding 
projections over the four-year period so helped significantly with future 
financial planning.  
 
Previous Financial Strategies highlighted that there was huge uncertainty 
surrounding funding projections for the 2021/22 year and beyond due to 
government proposals on the Fair Funding Review and the localised business 
rates scheme (further details of which are provided in Section 4.2.4). It was, 
and still is, anticipated that the Fair Funding Review and resetting of business 
rates income baselines will have a significantly detrimental impact on the 
resources available for district councils, and on that basis last year’s Financial 
Strategy assumed that funding reductions of circa £1.5m would arise in 
2021/22. 
 
Prolonged Brexit negotiations delayed the implementation of the Fair Funding 
Review and revised business rates scheme beyond the government’s original 
target date of 2020/21, and a one-year settlement was subsequently 
announced for the 2020/21 year. At the time of announcing the 2020/21 
settlement the government made a continued commitment to the Fair Funding 
Review and multi-year settlements from 2021/22 onwards, however this target 
has been further delayed by the Covid pandemic.   
 



   

A further one-year settlement has been announced for the 2021/22 year with 
the settlement figures being broadly in line with those of 2020/21, with uplifts 
for CPI.   
 
The delay in the implementation of the Fair Funding Review has once again 
significantly improved the financial outlook for the year ahead, however it must 
be stressed that the expectation is that the funding reductions will merely be 
deferred to 2022/23 and beyond.  

 
4.2.4 Core funding post 2022 
 

In the 2015 Autumn Statement the Government announced that by 2020 local 
authorities will retain 100% business rates income under the Business Rates 
Retention scheme (as opposed to the current 50% scheme), and alongside 
the 2016/17 Local Government Finance Settlement announced the Fair 
Funding Review, which will determine the baseline levels of business rates 
income retained by each local authority (funding baseline).  
 
In December 2017 the government adjusted the proposed locally retained 
share of business rates to 75% however the government has confirmed that 
they remain committed to a 100% scheme post 2020.  

 
 The Fair Funding review will assess how much funding each authority is 

deemed to need; taking into account factors such as population, 
demographics, deprivation, sparsity, rurality and ability to generate Council 
Tax revenue. The last funding needs assessment was carried out in 2013/14, 
however was largely focussed on updating the data used in the assessment 
rather than revising the areas included within the calculation. The needs 
formula has not been thoroughly reviewed for over a decade and is now 
considered to be outdated. 

 
 As detailed in section 4.2.3 the government has now confirmed that the 

implementation of the Fair Funding Review and changes to the Business 
Rates Retention scheme have been deferred from the previous target date of 
2020/21; however the government has confirmed that it remains committed to 
the proposals and will implement the changes in 2022/23 alongside a 
fundamental review of Business Rates.  

 
 The outcome of the Fair Funding Review will establish the Council’s baseline 

funding levels therefore is an extremely important determining factor in the 
levels of funding post 2022.   

 
The Council’s financial projections incorporate core funding reductions of circa 
£1.5m over the 3 years to 2023/24 in addition to reductions in business rates 
growth (see below). The projections currently assume that £1m of the core 
funding reductions will arise in 2022/23 with the remainder the year after. 
There is a significant risk that actual funding allocations could differ 
substantially to the projections included within the Council’s Medium Term 
Financial Plan and the Council’s funding projections will be updated as and 
when further announcements are made.    



   

 
4.2.5 Retained Business Rates - growth 

 
Within the current system local authorities that successfully increase business 
rates income and exceed their target funding baseline keep a proportion of the 
growth, with tariff paying authorities becoming liable to pay a levy of up to 
50% on that growth. The income generated from business rates growth is at 
risk if business rates income reduces as a result of a general downturn in the 
economy.  

 
Historically £961k of business rates growth, and £171k indexing compensation, 
has been committed to balance the revenue budget. The Covid pandemic will 
likely affect the levels of business rate growth retained by the Council through 
non-collection of business rate debts and increases in empty property discounts 
arising from business closures or non-occupation of buildings. The 2021/22 
budget projections currently estimate that the Council’s share of business rates 
growth will reduce by £634k as a direct result of the pandemic. Detailed 
business rate calculations still need to be undertaken, therefore this figure could 
be subject to change.          
 
Business rate baselines are scheduled to be reset in 2022/23 therefore the 
Council’s share of business rates growth is expected to reduce further in that 
year, with an uplift in the following year relating to post reset growth. The table 
below shows the levels of business rates growth committed within the Council’s 
revenue budget projections: 
 

 2021/22 2022/23 2021/22 

Growth committed in the revenue 
budget proposals 

 
327 

 
100 

 
400 

Effect on the funding gap 634 227 (300) 

     
4.2.6 Business Rates Pooling  
 

Since 2014/15 the Council has participated in a business rate pool. Under the 
pooling regime authorities within a pool are treated as a single authority for 
the purposes of the localised Business Rates Retention scheme.  

 
Individually tariff paying authorities are required to pay a levy of up to 50% on 
their share of growth in business rates income. The major advantage of 
creating a pool is that the overall pool levy is reduced when each of the 
authorities are treated collectively as a single authority. The levies saved 
through the Pooling arrangements are distributed back to pool members 
through a pool dividend.  
 
A major risk in the establishment of a Pool is that the collective safety net 
position (i.e. the point at which the government intervenes and funds the cost 
business rate losses) is much greater than if the participating authorities are 
treated individually. The level of business rates growth retained by individual 
Councils within a Pool are not just affected by business rates income 
generated within their own area, but across the whole Pool area.  



   

 
The Council is currently part of the North and West Yorkshire Pool. With the 
likes of Leeds and York having significant income from large retail stores and 
office space they may be at a higher risk of seeing significant reductions in 
their business rates income as a result of the Covid pandemic, which could 
have a significant impact on the Pool. On that basis it has been determined 
that Scarborough will not participate in a business rates pool in the 2021/22 
year.   
  
Any dividends received from Pooling have historically been earmarked for 
capital investment, therefore this decision will not impact on the Council’s 
revenue budget projections.  

 
4.2.7 New Homes Bonus 
 
 In February 2011 the government published the proposals for New Homes 

Bonus (NHB); a scheme that was designed to incentivise local authorities to 
increase housing supply by rewarding them with a 6-year grant for each new 
house created within the area.  

 
In its Spending Review and Autumn Statement 2015 the Government 
announced that it aimed to reduce NHB funding nationally by £800m over the 
Spending Review period and redirect those resources to adult social care. 
The revised proposals determined that the period of grant allocations would 
be reduced from six to five years in 2017/18 then to four years in 2018/19, and 
that future payments would only be made for housing delivery above an 
annually determined national baseline figure. This baseline was set at 0.4% in 
2020/21 and has been maintained at the same level for 2021/22. 

 
Following recent government announcements the NHB figures built into the 
Council’s funding projections assume that the funding allocations announced 
for 2021/22 will be for one-year only. Thereafter it is assumed that the scheme 
will be phased out in its entirety and only legacy payments will be made.  
 
The Government has stated that it will be undertaking a fundamental review of 
the New Homes Bonus scheme with effect from 2022/23.   
 

4.2.8 Lower Tier Services Grant 
 
 The Lower Tier Services Grant is a new grant for the 2021/22 year, which was 

included in the provisional settlement announcements made on 17 Dec 20. 
The grant is specifically for lower tier authorities and will predominantly ensure 
that no authority receives less core spending power in 2021/22 than they did 
in 2020/21. The Council’s grant allocation is £183k. 

 
4.2.9 Local Council Tax Support Grant 
 
 The Local Council Tax Support Grant is another new grant for the 2021/22 

year, which was included in the provisional settlement announcements. The 
grant will be provided to authorities in recognition of the increased costs of 



   

providing local council tax support following the Covid pandemic, therefore will 
compensate the Council for the in-year reduction in tax base. The government 
is proposing to distribute funding on the basis of working-age local council tax 
support caseload and the distribution methodology is currently being 
consulted upon.  

 
Indicative allocations for this funding were announced after the provisional 
settlement and the Council’s allocation is quoted at £239k. The Council’s 
budget for the 2021/22 year has been balanced without the inclusion of this 
funding. The funding will be included in the final budget proposals, once final 
allocations have been announced, and it is intended that any monies received 
will be transferred to reserves or be used to take forward the Capital Strategy.              

  
5.0 STRATEGY FOR ADDRESSING THE FUNDING GAP     
 

The budget strategy for addressing the funding gap will be in the form of 
outcome based reviews (Reviews) and budget envelopes, as detailed within 
the Building a Better Borough report that was presented to Cabinet in 
December 2019 (Report ref 19/259).  
 
The Reviews will set out proposals for a new approach to the delivery of key 
services and enable focus to be on the delivery of the Council’s vision and upon 
the delivery of quality services in new and innovative ways within the resource 
available.  
 
The commencement of the Reviews has been delayed due to the additional 
workloads and priorities associated with the Covid pandemic. It is envisaged 
that the proposals for the review themes and the overarching governance 
structure for the review programme will be reported to Cabinet in spring 2021 to 
meet the timescales of the 2022/23 budget setting process.    
   

6.0 PLANNED USE OF RESERVES 
 
 Last year’s Financial Strategy assumed that £0.5m would be drawn from 

reserves to balance the 2021/22 budget, and this contribution from reserves 
has been maintained within the current proposals. The monies to fund this 
planned draw are earmarked and held within the Council’s General Fund 
Reserve. 

 
 An Interim budget report was presented to Cabinet in September 2020 (ref 

20/167) and projected a further £1m funding gap for the 2021/22 year. The 
Interim budget report proposed that this additional funding gap be funded 
through a further one-off draw from reserves, funded from monies historically 
set aside to take forward the Council’s Capital Strategy.  

 
This draw from reserves was intended to allow the Council to establish robust 
proposals for the outcome based review process; ensuring that the reviews 
meet the objective of linking the Council’s budget to the new Corporate Plan 
outcomes and priorities and eradicating the need to implement short term and, 



   

potentially short sighted savings plans to achieve the required balanced 
budget position.  

 
 The funding gap projections have been updated to reflect more recent funding 

announcements and assumptions, predominantly relating to the 2020 
Spending Review in November and the provisional settlement in December. 
Updated projections show that the additional £1m contribution from reserves 
is no longer required in the 2021/22 year, however it is proposed that the 
contribution be maintained and deferred to 2022/23. This will achieve the 
same intended outcomes as those detailed above and allow a robust outcome 
based review programme to be established.      

  
It is recognised that the use of reserves is not a long term or sustainable 
solution for managing the projected funding gaps and it is therefore imperative 
that the outcome based review programme be established as soon as 
possible, in order to address the Council’s three-year funding gap in a planned 
and managed way. 

   
A review of reserves is underway and will be presented to the Audit 
Committee on 28th January. The findings of the review will be incorporated in 
the Financial Strategy.         

 
The Council has an established Investment Fund to provide one-off funding 
for schemes that will help the Council to deliver revenue budget savings or for 
areas of priority spend. The authority to approve expenditure from the 
Investment Fund is delegated to the Chief Executive in liaison with the 
Executive Management Team.  
 
The uncommitted balance of the Investment Fund currently stands at £300k.  
The budget proposals contained within this appendix recommend that a 
further £413k be transferred to the reserve from the 2021/22 revenue budget 
(see section 3.3 above) and one of the outcomes of the review of reserves will 
be the proposal to transfer a further £490k from the Pension Reserve. Subject 
to these proposals being approved the unallocated balance on the Investment 
Fund will stand at £1.2m. The Investment Fund will play an important role in 
the Council’s future financial strategy and outcome based review process.    

 
7.0 PROPOSED SAVINGS OPTIONS 
 

The Covid pandemic has resulted in significant additional workload and new 
priorities for Council staff to manage during the 2020/21 year, which has 
impacted on the Council’s ability to identify and deliver future year budget 
savings.  
 
In recognition of this the Interim budget report set out the proposal to balance 
the 2021/22 funding gap through the use of reserves rather than from savings. 
The savings proposed for inclusion in 2021/22 are therefore limited, and are 
summarised in Table 6 below and detailed in Appendix A3. None of the 
savings identified will impact on future levels of service delivery or require an 
Equality Impact Assessment.  



   

 
Table 6 – savings proposed for the 2021/22 year 
  

 £’000 

Reduction in prior year inflation contingency budgets 214 

Savings in internal audit 15 

Savings achieved from Leisure Operator Contract  100 

Savings in webcasting equipment 13 

TOTAL 342 

 
8.0 STAFFING IMPLICATIONS 
 

There are no direct staffing implications arising from the budget proposals for 
the 2021/22 financial year. The Council recognises that to achieve efficiency 
savings that minimise the impact on the delivery of front line services in future 
years there may be a need to reduce staffing numbers, which will inevitably 
result in redundancies. 
 
Any future savings proposals affecting staff will be closely managed and 
consultation will take place with all Trade Unions. The Council has a strong 
commitment to try and minimise the impact on staff and number of 
compulsory redundancies by utilising natural wastage and providing some 
training for staff to support this.  

 
9.0 SUMMARY OF THE BUDGET POSITION  

  
Table 8 summarises the net budgetary position as detailed in this report. 

 
Table 8 – Summary of Budget Position 

 

 Report 
Table 

Reference 

2021/22 
 

£’000 

2022/23 
 

£’000 

2023/24 
 

£’000 

Funding Gap Table 1 842 2,283 1,805 

Planned use of reserves Section 6 (500) (500) 1,000 

Savings Section 7 (342) - - 

Shortfall   - 1,783 2,805 
 

 

Due to the delays in the government’s implementation of the Fair Funding 
Review, the overachievement of savings in 2020/21, the proposed public sector 
pay freeze and planned draw from reserves the budget for the 2021/22 year has 
been balanced without the need to make significant budget savings.  
 
The Government has confirmed its continued commitment to the Fair Funding 
Review and Business Rates baseline reset and multi-year financial settlements 
post 2021/22, so the anticipated funding cuts arising from these substantial 
funding reforms are still highly uncertain and have merely been deferred by one 
year.  

 
10.0 ASSESSMENT 



   

 
Historically the government has provided multi-year settlement offers; the last 
of which was a four-year offer that expired in 2019/20. Although that offer set 
out significant funding reductions for the Council it did provide some clarity over 
funding projections over the four-year period so helped significantly with future 
financial planning. Earlier Financial Strategies have highlighted the uncertainty 
surrounding grant funding post 2020, due to both the expiry of the most recent 
multi-year offer and the proposed roll out of fundamental funding reforms.  
 
It is widely anticipated that the Fair Funding Review will have a negative impact 
on funding for district councils, therefore a second year deferral to its 
implementation has had a positive impact on the Council’s funding projections 
for the 2021/22 year. Despite the broad cash freeze in core government 
funding in recent years it must however be recognised that the Council will still 
receive £8.3m (66%) less grant funding to run its services in 2021/22 than it did 
in 2010/11.  
 

The Covid pandemic had a significant impact on the Council’s finances, and 
current projections envisage a budgetary shortfall of circa £2m for the 2020/21 
financial year. This shortfall will be managed over a long term period by re-
diverting revenue resources from capital and funding the associated capital 
shortfall from borrowing. The costs of that additional borrowing are factored into 
the revenue budget proposals for the 2021/22 year. A Covid contingency 
allowance has been incorporated into the budget proposals to offset any 
additional financial pressures that continue beyond 2020/21.  
 
A perhaps more worrying outcome of the pandemic over the medium to longer 
term period is the debt that the Government has had to incur to manage the 
crisis nationally. Analysis shows that Public Sector Net Borrowing projections 
for 2021/22 rose from £55bn in the March Budget to £394bn in the 2020 
Spending Review, which represents a 616% increase, and public sector net 
borrowing for 2021/22 is projected to be almost double that seen at the peak of 
the financial crisis in 2009. The general perception is that even tougher times 
are ahead for unprotected areas of public spending such as local government, 
therefore the prognosis for the Fair Funding Review allocations is not positive 
and could be worse than originally envisaged.           
 
In recognition that the anticipated government funding reductions have merely 
been deferred for one year, and may be worse than originally envisaged, it is 
imperative that the Council commences work on the 2021/22 and longer term 
budget proposals as soon as practicable in the context of delivering a longer 
term, sustainable budget over the three-year period to 2024 rather than looking 
at a single year in isolation.  
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APPENDIX A1 
BUDGET PRESSURES 

 

  2021/22 
£’000 

2022/23 
£’000 

2023/24 
£’000 

Budget 
Contingency 
 

Budget contingency to fund unknown costs or budget pressures.   
178 

 
400 

 
400 

Covid related 
borrowing costs 

Funding of projected £2m Covid related deficit related to the 2020/21 financial year through a 
reduction in revenue contributions to the capital programme, with the capital programme deficit 
being funded from 40-year borrowing. The £70k revenue budget growth relates to the annual 
repayment and interest costs on the borrowing 
 

 
 
 

70 

 
 
 

- 

 
 
 

- 

Recycling contract UPM-Kymmene Ltd [UPM] currently process the Borough’s dry recycling under a ten year 
contract. A ‘gate fee’ per tonne of material processed is paid by the Council to UPM in order 
for them to sort, process and recycle the Borough’s recycling. The contract stipulates an 
annual gate fee price review each October/November and the price is agreed at this point for 
the following financial year.   
 
The gate fee is calculated by updating a pricing model within the contract using published 
indices for the prior twelve months. The model accounts for haulage through the Diesel Price 
Index, Operating/processing costs through CPI and sales value achieved for the recycling 
using published commodity prices. 
 
The gate fee for the current year 2020/21 is £34.95 per tonne of material, including haulage to 
UPM, Deeside; 

a) Haulage costs have decreased due to the decrease in diesel price 
b) Processing costs are broadly the same 
c) Commodity prices have deteriorated significantly  
d) The composition of the collected recyclate has changed with an increase in low value 

mixed glass and a decrease in high value newsprint. 
 

Collectively these factors have resulted in a significant increase in the annual gate fee for next 
year to £44.64 per tonne. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

104 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

- 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

- 

Pension costs – 
triennial valuation 

Projected increase in employer’s pension costs associated with the triennial assessment of 
contributions.  

 
 

- 

 
 

- 

 
 

400 
 

TOTAL  352 400 800 
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APPENDIX A2.1 
MEETING PRIORITIES – BASE BUDGET GROWTH 

 
 

BID DETAILS 2021/22 
£’000 

2022/23 
£’000 

2023/24 
£’000 

Review of Council’s 
Governance Structure 

Review of Council’s governance structure and creation of a new 
Democratic Services Officer to increase officer support for the function and 
delivery of member training on overview and scrutiny and community 
engagement, as detailed in Cabinet report ref 20/99 – July 2020   

 
 
 

19 

 
 
 

- 

 
 
 

- 

Enhanced seagull cleaning Enhancement of seagull cleaning across the borough  
50 

 

 
- 

 
- 

Loss of rents re market 
square development 

Loss of rental income from Council owned building that will be demolished 
as part of the proposed market square redevelopment 

 
5 

 
- 

 
- 

Soft phone licences Increase in phone licences to facilitate home working 9 - - 

Annual licence fee for 
performance and risk 
management software 

Annual licence fee for new performance and risk management software, 
which will be implemented for the 2021/22 year    

 
4 

 
- 

 
- 

One-off contribution to 
Investment Fund 

The purpose of the Investment Fund is to provide one-off funding for 
schemes that will help the Council to deliver revenue savings or for areas 
of priority spend. The authority to approve expenditure from the 
Investment Fund is delegated to the Chief Executive in liaison with the 
Executive Management Team. 
 
The uncommitted balance of the Investment Fund currently stands at 
£300k. The one-off contribution to the reserve in 2021/22, along with a 
£490k proposed transfer from the Pension Fund reserve balance will 
increase the uncommitted reserve balance to £1.2m. 
 

 
 
 
 
 
 
 
 
 

413 

 
 
 
 
 
 
 
 
 

(413) 

 

Investment in priorities Budget to fund priority expenditure - 413 500 

TOTAL  500 - 500 
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APPENDIX A3 
 

SAVINGS 2021/22 
 
 

 Risk Rating Grand 
Total  
£’000 Action / Project / Saving 

High   
£’000 

Medium   
£’000 

Low 
£’000 

Savings in prior year inflation contingency and pay award allowances. Predominantly as identified in 2020/21 Q2 monitoring 
report  

  
214 214 

Savings in internal audit base budget costs following transfer of service to Veritau 

  
15 15 

Planned savings achieved from Leisure Operator Contract following the outsourcing of the service. Savings are in line with 
the original contract sums agreed and do not reflect any additional compensatory sums that might become payable to the 
operator as a result of the Covid pandemic 

  

100 100 

Budget savings on webcasting equipment as a result of undertaking work in-house  

  
13 13 

 
- - 342 342 



  

23 

 
 
 

Risk Matrix 
 

 
Risk 
Ref 

 
Date 

 
Risk 

 
Consequences 

 

Mitigation 

 

Current  
Risk 
Score 

 
Target 
Score 
 
 

Service Unit 
Manager/ 
Responsible 
Officer 

 
Action 
Plan 

1 Jan 21 That the Council 
does not set a robust 
budget 

Potential overspends 
and unforeseen draws 
from reserves. 

Review of savings 
proposals to ensure that 
they are achievable. 
Regular programme of 
budget monitoring.  
Lead officers allocated 
responsibility for 
achieving savings  
Inflation contingency 

B4 B4 Executive 
Management 
Team 

None 
 

2 Jan 21 That the Council’s 
medium to long term 
budget provision is 
not sustainable 

Cuts in front facing and 
priority services 

Strong Financial 
Strategy and embedding 
of a three year revenue 
Plan which identifies 
savings targets at an 
early stage.  
Outcome Based Review 
programme 

D4 D4 Executive 
Management 
Team 

None 
 

3 Jan 21 That core 
government funding 
reductions post 2021 
exceed the amounts 
projected in financial 

Increased savings 
requirement 
Potential need to draw 
from reserves 

Review of Financial 
Resilience to audit 
Committee and levels of 
reserves 

B3 B2 Corporate 
Finance 
Manager 

Review of 
Financial 
Resilience 
and 
adequacy 
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Risk 
Ref 

 
Date 

 
Risk 

 
Consequences 

 

Mitigation 

 

Current  
Risk 
Score 

 
Target 
Score 
 
 

Service Unit 
Manager/ 
Responsible 
Officer 

 
Action 
Plan 

plans  of 
reserves 

4 Jan 21 That the savings 
identified over the 
period to 2023 are 
not sufficient to 
balance the funding 
gap  

Unplanned cuts in 
service 
Unplanned draws from 
reserves 
Financial 
unsustainability 

Outcome Based Review 
programme 
Prioritisation of services 
via the new Corporate 
Plan 

D4 B4 Executive 
Management 
Team 

Adoption 
of 
comprehe
nsive  
Outcome 
Based 
Review 
Program 
and 
associated 
governanc
e 
arrangem
ents, 
linked with 
Financial 
Strategy  

5 Jan 21 That Covid causes 
unforeseen financial 
pressures into the 
2021/22 financial 
year 

Use of Covid 
contingency budgets 
Unforseen draws from 
reserves 

Covid contingency 
budget  

D2 D2 Corporate 
Finance 
Manager 

Regular 
monitoring 
of Covid 
contingen
cy budget 
sums  
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Glossary of Terms 
 

 
Risk An event which may prevent the Council achieving its objectives 
Consequences                   The outcome if the risk materialised 
Mitigation The processes and procedures that are in place to reduce the risk 
Current Risk Score  The likelihood and impact score with the current mitigation measures in place  
Corporate Objectives An assessment of the Corporate Objectives that are affected by the risk identified. 
Target Risk Score  The likelihood and impact score that the Council is aiming to achieve 
Service Unit Manager The Service Unit or Officer responsible for managing the risk 
Action Plan   The proposed actions to be implemented in order to reduce the risk to the target score 
 

Risk Scoring 
Im

p
a

c
t 

5 
     

4 
     

3 
     

2 
     

1 
     

 A B C D E 

 Likelihood 

 
Likelihood:   Impact 
A = Very Low   1 = Low 
B = Not Likely   2 = Minor 
C = Likely   3 = Medium 
D = Very Likely   4 = Major 
E = Almost Certain   5=Disaster 


