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Recommendation (s) to the decision maker (s) 

Finance, Economic Development and Corporate Services OSC is asked: 

1) To review the latest financial position for 2020/21 and comment on the actions being 
taken as detailed in the report; 

2) To agree to continue to monitor the current 2020/21 financial position in preparation 
for the development of an amended budget framework which is due to be 
considered by Council on 17 September 2020. 
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1 The Background to the Report 

1.1 This report builds on the report presented to the OSC at its meeting on 26 May 2020 and 

provides members with the latest actual financial position that the Covid-19 pandemic is 

having on the 2020/21 budget framework. 

2020/21 Financial Position 

1.2 The budget for 2020/21 was approved by Council on 2 March 2020. The Medium-Term 

Financial Plan has set out a plan to deliver savings to fund the identified General Fund 

budget gap. For 2020/21 the savings programme is approximately £1m and is set out in 

the Budget report presented to Council on 2 March 2020. The impact of Covid-19 on the 

Council’s finances as set out in this report has made the delivery of those plans more 

difficult to implement due to resources and activity being diverted to deal with the crisis. 

Therefore, the financial impact for both and subsequent financial years will potentially 

exceed the direct losses on income and the direct cost increases provided in this report. 

1.3 Several headings have been impacted upon as set out in the previous report to the OSC 

and this continues to be the case. The information in the report reports the actual position 

as at 12 June 2020 and it remains the case that scenario modelling is being undertaken to 

assess both the short term and medium term of the financial impact for the remainder of 

the year.  

1.4 This report is primarily focussed on income reductions, unforeseen expenditure items and 

the cash flow impact. However, it is important to note that there will be positive 

expenditure reductions occurring during this period following the temporary closure of 

offices and public buildings, changes to working arrangements, furloughing of identified 

staff and reduced levels of recruitment and training. These positive budget reductions will 

be identified through the budget monitoring and management and members will be 

provided with updated information as part of the budget framework amendment proposals.  

1.5 It will be necessary later in the year for Council to approve an amended budget framework 

and Cabinet will be considering the proposed amendments at their September meeting. 

The amended budget framework will also reflect the reduction in fees and charges 

income, Government grants received and emerging costs that were not included in the 

original spending plans. In order to contribute towards the development of the amended 

budget framework, a Joint Budget OSC is scheduled for 26 August 2020. 

Fees and Charges 

1.6 The Council, like many Councils, relies on fees and charges as a key component of its 

financial structure and they play a key role in enabling the Council to continue to provide 

quality services to its residents and support the delivery of the Council’s priorities. The 

impact of specific key areas that were identified in the previous report continue to be 

impacted upon and the latest position in outlined below. It is worth noting that there have 

been no material changes to the 3-month forecast since the last update although it is 

accepted that the longer-term full impact will not be known for many months. 

 



 
 

Service Area 
Gross Income 
Annual 
Budget (£) 

Actual Loss 
of Income 
for the 
period 1 
April – 12 
June (£) 

Forecast 
Impact (April 
to 
September) 

(£) 

Commentary 

Arts Centres 1,149,250 239,427 545,894 
Assumed 
closure but 
under review 

Building Control 657,900 79,220 197,370 

Assumed 50% 
reduction over 
6-month period. 
(This is the 
partnership 
impact). 

Car Parking 
fees 

1,293,000 268,193 549,525 

No charges for 
4-month period 
(April – July 
inclusive). 
Impact is 
approximately 
£100k per 
month 

Planning and 
Land Charges  

1,370,600 138,248 366,636 

Assumed 50% 
reduction – 3 
major 
applications 
received in 
June 

Markets 252,700 41,913 94,763 

Occupancy is 
averaging 10% 
of budgeted 
attendance. 
Occupancy is 
expected to 
increase from 1 
June 2020 

Licencing 282,500 23,204 45,906 

Currently a 
50% reduction 
in income 
compared with 
budget  



 
 

Service Area 
Gross Income 
Annual 
Budget (£) 

Actual Loss 
of Income 
for the 
period 1 
April – 12 
June (£) 

Forecast 
Impact (April 
to 
September) 

(£) 

Commentary 

Property 
Commercial 
Income 

1,107,850 52,571 132,942 

This represents 
one quarter 
deferred 
income but at 
the present 
time does not 
assume any 
increase in a 
deterioration in 
rent collection 

Trade Waste 366,500 32,361 59,556 

Assumes a 
recovery 
following initial 
reduction 
service use 

Treasury 
Investment 
Interest 

236,000 18,750 47,200 

0.5% interest 
received 
compared to 
0.9% budgeted  

Totals 6,716,300 893,887 2,039,792  

 

1.7 Up to and including 12 June 2020, the income loss has increased from £757k (as at 29 

May 2020) to £894k reflecting the 10 weeks of impact. Based on the actuals to date and 

the updated forecast up to 30 September 2020 the assumed income loss could be £2m. 

The details of the assumed reductions are shown at Appendix A. The model will continue 

to be updated on a weekly basis as the recovery phase is implemented as it is anticipated 

that the recovery (from both a national and local perspective) will start to have a positive 

impact on the forecasting position from July onwards.  

1.8 Income modelling is being undertaken based on different scenarios linked to the recovery 

of the services. The full year impact continues to be modelled and there has been a 

positive movement from £3.8m to £3.5m forecast income reduction following the 

introduction of different assumptions for the next quarter (July – September) and the 

remainder of the year (October – March). However, the recovery assumptions continue to 

be heavily dependent (amongst other factors) upon the easing of restrictive movements 

and the level of economic recovery. 

Cash Flow – Council Tax 

1.9 There are Covid-19 related cash flow pressures relating to core resources that are also 

monitored and modelled. The Council is the billing authority for Business Rates and 

Council Tax and as such raises the bills to residents and businesses but only keeps a 

small proportion of those payments. For Council Tax, the Council retains approximately 



 
 

9% or £7.8m out of the total £86m that has been billed. Payments to the preceptors 

(Lincolnshire County Council, Police and Crime Commissioner) are set by regulation in 

February of the preceding financial year and so are immune to any reductions in any 

volatility in cash collected by the Council. In other words, the Council carries all the 

financial risk with respect to collecting monies due.  

1.10 The assumed amount collectable and the actual amount collected will be impacted by 

residents’ ability to pay. The increase in the Council Tax support required by residents 

also reduces the amount of council tax collected. Since April there has been an increase 

of approximately 400 residents now receiving Council Tax support. Based on this 

projection the council tax income could reduce by £337k of which £30k will be a reduction 

for the Council. Bad debt provisions will continue to be reviewed during this period to 

assess the impact on the level budgeted. 

Cash Flow – Business Rates 

1.11 As a result of Covid-19 relief measures taken by the Government for businesses (in 

particular the retail reliefs) the collectable debit reduced from £43.3m to £25m although 

the difference will be compensated via section 31 grant. The Council is partly funded 

through Business Rates and retains a portion of the Business Rates based on an 

assessed need set by the Government. For 2020/21 this is £4.9m equating to 19.6% (11% 

pre reliefs) of the amount collected.  

1.12 The Council is currently part of the Lincolnshire Business Rates Pool which has run 

successfully since 2013/14. Based on seven successful years and similar forecasts for 

2020/21, the Lincolnshire authorities agreed to run the Pool for 2020/21. Based on the 

business rates estimates prepared for the year, the Pool was expected to increase the 

retained financial resources locally by £7.3m (of which £900k was forecast for South 

Kesteven). Obviously, the current crisis will have an impact on the forecast local surplus 

and modelling has been undertaken by external financial support on behalf of all Pool 

members (Lincolnshire authorities). It is worth noting that at this stage it is extremely 

difficult to predict the impact on the Pool due to a high number of unknowns and the state 

of the local, regional and national economy once restrictions are eased. The analysis 

undertaken has been to show reductions in business rates income for individual 

authorities and at what point the Pool begins to make a loss. The analysis has been done 

on a uniformed basis assuming a consistent reduction in revenues across the Pool area 

although work has commenced to analyse individual authority impact by analysing the 

business rates base by sector type. The initial findings are: 

 A 5% reduction in forecast business rates reduces the surplus from £7.3m to £4.9m 

 A 15% reduction in forecast business rates reduces the surplus from £7.3m to zero  

 A 20% reduction in forecast business rates reduces the surplus from £7.3m to a 
loss of £3.5m  

Modelling will be undertaken at the end of quarter 1 (end of June) to assess the initial 

impact and to provide updated forecast for the remainder of the year. If a pooling gain is 

declared for the current financial year then it is suggested that the gain be used to 

contributes towards replenishing the budget stabilisation reserve as it is likely to be 

required.  

1.13 The business tax base for South Kesteven has also been analysed to assess the level of 

exposure to economic recovery. The Valuation Office has a business category list of 362 

types, and these have been broken down into low, medium and high risk relative to the 



 
 

sector (i.e. retail and hospitality is current classified as higher risk). This analysis reveals 

the following for South Kesteven and confirms that the business sector spread is below 

the regional average: 

Heading Percentage of tax base in each risk category 

 Higher Medium Lower 

South Kesteven 22% 28% 50% 

City of Lincoln 35% 28% 37% 

Lincolnshire 24% 31% 44% 

 

1.14 Appendix B shows the updated cash flow in more detail and includes April and May actual 

activity compared with forecast. Supporting notes are provided to provide a narrative. The 

cash flow modelling continues to be agreed County wide with all authorities working 

collaboratively to share approaches and good practice to ensure a consistent methodology 

is adopted.  

1.15 Based on the current profiling the cash flow does not anticipate any difficulties in the short 

term (based on the actual activity to date) and the modelling assumptions for the next 3-

month period. However, income activity with respect to Council Tax and Business Rates 

will remain a key focus. Whilst the recovery policy has been suspended for the current 

time, Council staff will continue to actively engage with residents and businesses to 

ensure that payments continue to be made where possible. More detail is provided in the 

next section of the report. 

Council Tax and Business Rates 

1.16 These funds are key income sources to the Council and as such are being carefully 

monitored to measure the impact of the current situation on collection rates. Overall 

collection rates up to the end of May are 

 Council Tax 19% (2019/20 20.04%). This reduction in collection equates to £895K 
when compared to 2019/20 level. 

 Business Rates 21.73% (2019/20 23.04%). This reduction in collection equates to 
£326k when compared to 2019/20 level.  

1.17 The direct debit rejection rates continue to be reviewed and compared across Lincolnshire 

to ensure there is a shared understanding of rejection levels and to help identify any 

adverse trends that may occur. However, for the immediate two-month period following 

the pandemic, rejection rates are broadly in line with our local authority neighbours. 

Overall this is a positive comparison and demonstrates the Council’s direct debit collection 

compares well with neighbouring authorities. This is set out below: 

Heading 
Amount Called 

(1st June) £ 
Amount 

Rejected £ 
Rejected 

Neighbouring 
Comparison 

Council Tax 4,883,970.92 16,190.81 0.33% 0.30%-0.40% 

Business 
Rates 

839,141.08 1,540.00 0.18% 0.20%-0.50% 



 
 

Rents 238,822.81 8,683.42 3.64% 3%-4% 

   

Other Financial and Cost Pressures  

1.18 Inevitably there has been a need to incur additional expenditure in response and these are 

being captured in order to ensure grant monies received are used to offset and to assist in 

information sharing across the local authority family and Government returns. The 

following is a summary of the main areas: 

Heading  Detail Financial Impact 

Formation of the 
Community Hub  

Redeployment of staff from 
non-essential areas into the 
Community Hub 

Cost neutral to date 

Furlough of staff 

12 officers from the Building 
Control partnership furloughed 
from 28 April and 58 arts 
centre staff furloughed from 23 
March. 3 Building control 
officers returned during May 
and a further 2 to return in 
June  

Overall saving March to May £80k. 
Forecast saving for June £41k 
Saving projection of average £29k 
per month thereafter but based on 
the number of furloughed staff 
each month.  

Key 
Expenditure 

Purchase of PPE equipment 
for specific essential workers, 
software changes to support 
new grant schemes, 
administration costs £68k 

PPE £37k 

Signage £3k 

Hand sanitisers etc £6k 

Homeworking telephones £6k 

ICT software £8k 

Administration £8k 

Changes to 
salaries 

Increase in remuneration to 
operatives and increase in 
overtime rates  

Forecast at £35k per month 
depending upon number of 
operatives and hours worked  

Bed and 
Breakfast 

Increase in demand and 
response to Directive to 
provide housing for all 
homelessness cases 

Spend to date £19k and expected 
a further £22k over next 2 months  

Leisure Provider 
claim  

Leisure provider has submitted 
a claim for financial losses. 
The council has appointed a 
specialist leisure consultant to 
review the claim which is part 
funded by a £5k grant from 
Sport England.  

At the present time the claim is 
being reviewed and challenged so 
it is not possible to specify the 
financial impact at this time.  

Adaptation of 
HRA properties 

Modifications to specific 
properties in order to 
accommodate more bedsits  

Projected 11 conversions for a cost 
£48k (there may be an option for 
Ministry of Housing, Communities 
and Local Government funding 



 
 

available)  

 

  



 
 

External Funding  

1.19 The impact of the pandemic on local authorities across the country is difficult to predict 

due to different demographics, resources and local demands. There has been lobbying to 

Government on behalf of Districts from the Local Government Association (LGA), the 

District Councils Network (DCN), Society of District Council Treasurers (SDCT) and the 

County Council Network (CCN) to ensure that adequate funding is given to Councils to 

cover their losses which are estimated to be £10bn across the sector. The Government 

has asked for three data collection exercises to assess the losses projected by Councils. 

The latest information request was 19 June, but no further funding announcements have 

been made. In summary the Government has allocated £3.2bn to the sector and the 

Council has received to date £1,480,912: 

 

Amount Allocated by 
Government 

Proportionate share to 
South Kesteven 

Basis of Allocation 

£1.6bn £64,622 

Mixture of Adult Social Care 
Relative Needs Formula 
(87%) and Settlement Funding 
Assessment (13%) 

£1.6bn £1,416,290 

Allocation based on a per 
capita basis, and a 65:35 split 
between county and district 
authorities 

 

This funding is designed to meet the costs of dealing with the current crisis, offsetting 
some of the budget shortfalls being experienced and help support short term cash flow. 
However, it is recognised that further funding will be required as the wider implications and 
longer-term impact of the crisis becomes clearer.  

The Council Tax Hardship grant allocation has now been awarded to 2,891 working age 
claimants based on the criteria set out by Government and individual credit amounts of (up 
to £150) has been made to those accounts. This totals £418k, leaving £506k available to 
award to new claimants that may come forward later in the year. 

Financial Options for Consideration 

1.20 The Council’s ability to meet the funding gap is largely dependent upon the level of losses 

sustained and the length of the impact. In the best-case scenario, the impact is contained 

in the three-month period April – June and so the losses set out in the modelling can be 

largely contained by the Government funding received to date. However, this is unlikely 

given the measured response to easing restrictions that will enable the economy to slowly 

recover. Options will be considered in order to respond to the difficulties in delivering the 

transformation and savings plans, the income losses and the cost pressures including  

 Fully utilising the Government funding 

 Utilising the Council’s budget stabilisation reserve in order to meet the budget gap 
once other interventions have been implemented  

It is important that the General Fund balances remain resilient during the pandemic 
because of the uncertainty around the cost and income factors that are set out in the 
report. However, there are a number of expenditure headings that will be positively 



 
 

impacted due to the level of non-activity or reduced expenditure over the recent period. 
This is being identified and will be captured as a key element of the amended budget for 
2020/21. 

The level of reserves is provided at Appendix C and provides the provisional balances as 
at 31 March 2020. At the current time the closedown of the 2019/20 accounts is underway 
in accordance with the updated closedown timetable so the balances shown are yet to be 
finalised. However, they provide an accurate summary of the projected reserves position. 
The reserves statement confirms the level of the discretionary reserves of £10.8m and the 
budget stabilisation reserve of £2.8m. This should provide members with reassurance that 
the Council is financially resilient and can respond to the challenges set out in the report 
without a significant detrimental impact. 

Capital Programme 

The currently approved capital programme has funding included which is from the Local 
priorities reserve (a revenue reserve) of £453k in 2020/21, £95k in 2021/22 and £897k in 
2022/23. This increase in revenue reserve contributions is a result of the capital reserves 
being fully utilised leaving only the revenue reserves available. If further reserve funding is 
required to respond to the financial gaps in the Medium-Term Financial Plan, then the 
financing of the capital programme (including a review of the programme itself) will be 
necessary including reviewing the timing of the programme as currently presented.  

Finance Risk Register 

1.21 A Risk Register has been prepared and is shown at Appendix C setting out the financial 

risk categories and the actions that are in place to mitigate those risks. The register is 

dynamic and responsive and will be updated and amended during this period to ensure 

appropriate actions are put in place when the need arises. 

Amended Budget 2020/21 

1.22 It will be necessary to seek approval for an amended budget later this year in order to 

make the necessary changes to both income and expenditure reflecting the changes 

detailed in this report. The amended budget proposals will be presented to a joint Budget 

OSC meeting provisional date is 26 August and then presented to Cabinet on 8 

September ahead of Council on 17 September 2020. 

Summary 

1.23 The report sets out the main headings of the financial impact of the current situation. It is a 

changing picture and the Council responses will be modified and adapted as the national 

easing of restrictions become clearer. 

2 Consultation and Feedback Received, Including Overview and Scrutiny 

2.1 A version of this report was presented to the Finance, Economic Development, Corporate 

Services Overview and Scrutiny Committee on 26 May 2020. The Committee requested 

that regular reports be presented at each OSC meeting to ensure members were kept fully 

updated on the changing situation. There were no direct recommendations to Cabinet 

arising from this meeting. 

3 Available Options Considered 

3.1 No other options were considered, a financial update was requested by Councillors. 

4 Preferred Option 

4.1 As set out in the recommendations. 



 
 

5 Reasons for the Recommendation (s) 

5.1 As set out in the report. 

6 Next Steps – Communication and Implementation of the Decision 

6.1 Feedback from Scrutiny Councillors will be fed back to Cabinet in readiness for the 

amended budget proposals for 2020/21. An amended budget framework will be presented 

to Cabinet prior to Council in September 2020. 

7 Financial Implications  

7.1 This report sets out the financial implications of the current position and informs members 

of the current volatility with both income losses and cash flow projections. 

Financial Implications reviewed by: Richard Wyles, Interim Director of Finance 

8 Legal and Governance Implications  

8.1 As part of good governance, it is important members are kept updated in respect of the 

financial position of the Council expenditure during the year. This is particularly important 

during the current crisis. 

Legal Implications reviewed by: Shahin Ismail, Director of Law and Governance 

9 Equality and Safeguarding Implications  

9.1 Not applicable. 

10 Risk and Mitigation 

10.1 The associated financial risks and mitigations in place are detailed throughout the 

narrative in the report and form the basis of the modelling that is in place. This is an 

explicit element of the cash flow modelling. A risk register is shown at Appendix C and will 

be updated as required. 

11 Community Safety Implications  

Not applicable. 

12 How will the recommendations support South Kesteven District 

Council’s declaration of a ‘climate emergency’? 

12.1 The report has a neutral carbon impact. 

13 Other Implications (where significant)  

13.1 The identified implications are referenced in the report. 

14 Background Papers 

14.1 Council Budget Report: 

http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3827&Ver=

4 

Finance, Economic Development and Corporate Services Overview and Scrutiny 

Committee Report: 

http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=664&MId=3897&Ver=

4 

http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3827&Ver=4
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=261&MId=3827&Ver=4
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=664&MId=3897&Ver=4
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=664&MId=3897&Ver=4


 
 

15 Appendices 

15.1 Appendix A – Potential of Financial Impact on Budgets 

15.2 Appendix B – Cashflow Modelling 

15.3 Appendix C – Finance Risk Register 

15.4 Appendix D – Reserves Statement 

Report Timeline:  Date of Publication on Forward Plan (if 
required) 

Not applicable 

Previously Considered by: Not applicable 

Final Decision date   Not applicable 

 


