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Purpose of Report 

 

The purpose of the report is to seek approval for the amendments required to the 

2022/23 budget framework in response to the current financial climate and the impact on 

the budgets approved by Council on 3 March 2022.   

 

 

Recommendations 

 

That Council approves the following amendments to the Budget framework for 2022/23: 

 

1. Increase the following utility budget allocations: 

 

• General Fund – Electricity increase of £199k to be funded from the Inflation 

Reserve 

• Housing Revenue Account (HRA) – Electricity increase of £167k to be funded 

from the HRA Priorities Reserve  

 

2. Increase the Fuel budget allocation: 

 

• General Fund – increase of £200k to be funded from the Inflation Reserve  
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3. Increase the General Fund Workshop budget of £280k to be funded from the Local 

Priorities Reserve. 

 

4. Approves the 2022/23 employee pay award which is in line with the National 

Employers’ agreement, providing an increase of £1,925 on all SKDC pay points from 

SK1 and above (backdated to 1 April 2022).  This will increase the salary costs for 

2022/23 in the General Fund by an additional £880k and is to be funded from the 

Local Priorities Reserve. This will increase the salary costs for 2022/23 in the HRA 

by an additional £260k and is to be funded from HRA Priorities Reserve. 

 

5. That Full Council delegates authority to the Monitoring Officer and Chief Finance 
Officer (s151 Officer) to implement the results of the National Pay Negotiations for 
Chief Executives in respect of the remuneration for South Kesteven District Council’s 
Chief Executive for 2022/23. 

 

6. Approves the budget of £192,630.23, to be met from the Regeneration Reserve, for 

the additional expenditure incurred in the contract with GF Tomlinson for the 

demolition works at St. Martins Park Stamford. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Decision Information 

Is this a Key Decision? No  

Does the report contain any 
exempt or confidential 
information not for publication? 

No  

What are the relevant corporate 
priorities?  

All 

Which wards are impacted? All  

 

1.  Implications 
 

Taking into consideration implications relating to finance and procurement, legal and 

governance, risk and mitigation, health and safety, diversity and inclusion, safeguarding, 

staffing, community safety, mental health and wellbeing and the impact on the Council’s 

declaration of a climate change emergency, the following implications have been 

identified: 

 

Finance and Procurement  

 

1.1 The financial implications are included in the report. 

 

Completed by: Richard Wyles, Chief Finance Officer  

 

Legal and Governance 

 

1.2 Any amendments to the Council’s budget as recommended in this report require 

the approval of Full Council. 

 

1.3 In relation to the proposed employee pay award, whilst South Kesteven District 

Council is not part of the national pay bargaining, it has a local agreement with 

Union Representatives to give due consideration to pay awards made by the 

National Joint Council for Local Government Services.  

 

Completed by: Graham Watts, Assistant Director of Governance (Deputy Monitoring 

Officer) 

 

2. Background to the Report 
 

2.1  The 2022/23 budget proposals were approved by Council on 3 March 2022 and 

showed a balanced position without any reliance on Council reserves but showed 

an emerging deficit due to the expected borrowing costs of the significant 

refurbishment costs for Deepings Leisure Centre and uncertainty with respect to the 

levels of funding from business rates and Government grants.  Since that time a 



number of significant external events are occurring that are having a detrimental 

impact on the Council’s financial outlook with escalating inflation, increasing energy 

prices and employee pay proposals all adding significant cost pressures to the 

Council’s financial position for this financial year and beyond.  

 

These are in the main part caused by national issues, beyond the Council’s control, 

and are impacting all Councils. In addition, the current cost of living crisis has the 

potential to increase demand for the Council’s services by those who rely on the 

support provided by local government. These unforeseen and unavoidable 

pressures have seriously impacted the assumptions that underpin the Medium 

Term Financial Plan that was approved by Council on 3 March 2022. 

 

Furthermore, there still remains uncertainty around the level of funding for local 

government beyond the current financial year. The Fair Funding Review and 

Business Rates Retention Policy remain unresolved, whilst plans for the re-set of 

the Business Rates tax base originally planned for 2020 are also still unknown. 

Despite a three-year Spending Review announced for 2022/23 to 2024/25 the Local 

Government Financial Settlement was for only one year. These reforms create a 

higher level degree of uncertainty and restrict the Council to set clear medium term 

financial plans with a degree of confidence.   

 

As a result of these factors, the Council, is now required to update its immediate 

and medium term outlook within the context of a very uncertain operating 

environment.  Against this backdrop of significant uncertainty and volatility, this 

report sets out the current financial planning challenges and the actions that will 

need to be considered to navigate the Council throughout this uncertain period.  

This medium-term financial planning is critical to ensuring that the Council has an 

understanding of the likely level of available resources and the potential costs of 

delivering services, identifying budget shortfalls at the earliest opportunity to ensure 

appropriate action can be taken in advance.  

 

Based on the current financial assumptions it is estimated that the Council will be 

facing a 2022/23 operating deficit of 800k.  The main headings that are contributing 

to the forecast deficit are shown as: 

 

Heading 2022/23 
£’000 

Budget Impact Comments 

Inflationary 
increases 

200 Increase budget 
from £517k to 
£717k  

Market increases being 
experienced for the current 
financial year 

Fuel 
Increases 

200 Increase budget 
from £619k to 
£819k 

Cost per litre approximately 
30% higher than budgeted 

Workshop 
cost 
increases  

280 Increase budget 
from £318k to 
£598k 

Specific Reserve level 
insufficient to respond to 
increase demand  



Other 
Pressures  

120 Pressures to be 
offset against 
investment 
income   

Combination or rising 
operation costs and reducing 
income levels  

Total  800   

 

This is an in-year pressure with limited options to respond to the pressure as a 

balanced position and the tax has been set for the current year.  However there are 

responses that can be considered to reduce the adverse impact on the Council. 

 

As part of the closedown of the 2021/22 financial year a specific reserve was 

created to respond to the financial challenges and operating risks(as they were 

known at the time).  This is set at £500k.  This can accommodate the rising energy 

and fuel costs but will not be sufficient to respond to the increase in workshop costs 

and other budgetary pressures being experienced.  Therefore it is anticipated that 

there will be a requirement to use other reserves as set out in the recommendations.  

However the extent to which the reserve use will be required is unknown at this 

stage of the financial year.  It is hoped that due to a positive increase in interest 

income levels from investments then the additional income can contribute towards 

the pressures.  Again, the increased total amount will not be unknown until later in 

the financial year.  Therefore in summary the proposed response to the pressures 

and additional budget requirements will be met by a combination of: 

 

• Inflation Reserve 

• Local Priorities Reserve 

• Street Scene Reserve 

• Additional Investment Income arising from increased interest rates 

 

The continued reliance on the General Fund Local Priorities Reserve is of particular 

concern as it is the Council’s only remaining revenue reserve available that can fund 

in- year budgetary changes and provide funding for one-off projects and initiatives.  

The balance on this reserve as at 31 March 2018 was £10.9m and the projected 

balance as at 31 March 2023 is £4.2m.  Going forward and without replenishment 

of the reserve, this will constrain the Council in providing in-year funding for services 

and to take on new costs without the removal of costs elsewhere.  Examples of the 

use of the reserve in the past to provide funding has been extensive and varied: 

 

• Providing ongoing funding of capital projects- necessary due to low levels of 

available capital financing options  

• Provided primary funding for the formation of the Big Clean initiative (2018/19) 

• Provided primary funding for the formation of InvestSK Ltd (2018/19) 

• Provided funding for the leisure centre feasibility studies (2018/19) 

• Providing ongoing funding for St Martins Park development 

• Providing ongoing funding for the new depot site operational costs and site 

preparation works  

• Providing ongoing funding for the management fee for LeisureSK Ltd 



This reserve has always relied on New Homes Bonus receipts as the primary source 

of keeping the reserve level replenished.  However the New Homes Bonus scheme 

is no longer in place and the Council’s future outlook on the reserve shows an ever 

decreasing balance.  Therefore without any obvious means in which to replenish 

the reserve then the trajectory is one of an ever decreasing balance.  Going forward, 

the capital receipts from the sale of surplus assets is to be the primary source of 

funding for the Council’s capital programme which will ease the pressure of funding 

being required from the revenue reserves. Cabinet has developed and approved a 

capital disposal programme and a pipeline of surplus asset disposals has been 

developed.  Over the next 12 months the disposal programme is projected to 

generate over £2m in capital receipts which will become the primary source of 

capital financing.     

 

 Development of the Budget 2023/24 Medium Term Financial Plan  

 

2.2 As set out earlier in this report, local councils are facing dramatically escalating 

costs along with rising demand for services. The Council’s own financial position is 

no different to this. The costs associated with rising inflation, energy prices and 

nationally agreed pay increases have created unforeseen extra cost pressures, 

which will require budgets to be reset.  

 

These escalating costs are across a number of key areas of which the Council 

largely has no influence over and these are affecting both operational services and 

capital investment schemes:  

  

• Pay inflation - the proposed pay offer made by the National Employers side, 

whilst recognising the below inflation pay increases of local government 

employees in recent years, places a significant additional burden on local 

authorities. The Council’s pay award assumptions over the medium term was 

based on a 1% increase per annum which was based on inflation at that time 

and was in line with the national commentary.  However this is below where the 

national settlement has been agreed.  Although the settlement is a flat rate of 

£1,925 per employee, the overall average % increase on the salary costs is 6%.    

This is the largest cost element of the Council’s budgets and therefore any 

variation greater than the budgeted assumption is a significant financial 

pressure.  For 2022/23 this is recommended to be met from reserves as a one-

off but will have an impact on budgets from 2023/24 as the base budgets 

increase.     

  

• Gas and Electricity prices – utility costs have dramatically increased and 

based on the latest ESPO framework forecasts, gas prices are forecast to rise 

by 300% from April 2023 and electricity prices are set to increase by 100% from 

October 2022 and a projected further 10% from October 2023.  Whilst the 

Council seeks to secure economies of scale through the use of framework 

agreements, it is not immune to the current escalating cost of energy prices. 

Whilst the Energy Bill Relief Scheme is expected to provide some support, this 



is only for a short period of six-months (until March 2023).  For 2023/24 these 

increases are expected to place an additional cost of £1.2m for the General Fund 

and £795k for the HRA. 

 

• Construction and capital costs – the cost of delivering capital schemes is 

escalating due to inflationary pressures borne by contractors as well as labour 

shortages, material costs and shortages and supply chain issues. In addition, 

the cost of borrowing to fund capital schemes is also increasing impacting on 

the affordability of projects.  Therefore it is recommended that only essential 

capital schemes are put forward for consideration for the next financial year. 

 

These inflationary and service pressures are having a significant impact on the 

financial resilience of the Council in the short to medium term.  In light of 

developments over the last 12 months there is a need to fundamentally review and 

reset the assumptions that underpin the MTFP and to address the impact of the 

new and emerging challenges on the overall level of resources available to support 

the Council’s budget.  

 

At this stage in the development of the budget setting for next year, additional 

service and demand pressures have been identified broadly within the headings set 

out above.  The intention is though that any new service pressures identified which 

have not already been taken account of in the revised assumptions will, as much 

as possible, need to be managed within existing base budgets. 

 

Alongside this the overall level of resources from Council Tax, Business Rates, 

Housing Rents, Government Grants etc will be estimated in line with the information 

received from Government and current medium term financial forecasts.    

 

2.3 General Fund  

 

As referred to above the preparation of the base budgets and resource levels are 

based on a range of assumptions for key variables, e.g., inflation, interest rates, 

council tax base, business rates base etc. These assumptions are reviewed on a 

continual basis and will be subject to change as the development of future budgets 

are progressed.  

 

General Fund Emerging Pressures  

 

Heading 2023/24 
£000 

Comments  

Utility Price Increases 1,245 2023/24 based on information from 
ESPO 

Fuel Price Increases 200  

Workshop 150  

External Vehicle 
Repairs 

82  



Pay Award Increases  1,220 2023/24 3%, 2024/25 & 2025/26 1% 

 

The scale of the budget pressures does not include any assumed borrowing costs 

for Deepings Leisure Centre as this is subject to a separate decision.  Should the 

decision be taken to proceed with the refurbishment then further annual costs will 

be incurred (over a 25 year period).  The details of the additional borrowing costs 

are set out in the report elsewhere on the agenda. 

 

In order to respond to the pressures and ensure the Council can be presented with 

a balanced budgeted position on 1 March 2023 there are a number of actions and 

options that a combination of previously approved decisions or areas for 

consideration. This review will continue between this report and the Budget report 

scheduled to be presented to Council on 1 March 2023. A summary of initial 

responses to the budget deficit are set out below: 

 

Heading 2023/24 
£000 

Comments  

National Insurance 
removal 

110 Government Policy Decision 

Re-location of St Peters 
Hill offices  

400 Reduction in annual operating costs 
following the move of Offices to St 
Catherine’s Road Grantham 

Increase of investment 
income arising from an 
interest rate increases 
and longer term 
investment periods  

400 Seeking longer term investment periods 
of up to 12 months that attract a higher 
interest rate but securing investment 
with financial institutions that meet the 
Treasury Strategy requirements  

1 Year (only) use of 
reserves to ensure a 
balanced budget  

TBC The Budget stabilisation reserve will be 
utilised to ensure a balanced position 
can be reached for 2023/24 

 

The most critical of the assumption uncertainties is the Local Government Finance 

Settlement and implementation of the national funding reforms. Whilst it was 

anticipated that these reforms would be in place, and a two-year settlement 

announced, it now seems increasingly unlikely that this will be the case, certainly 

for 2023/24. Therefore the current financial modelling is currently based on a 

‘standstill’ settlement similar to the 2022/23 funding level. However in real terms a 

‘standstill’ settlement would be lower in cash terms as the 2022/23 funding was only 

a 3% increase (compared to the 2021/22 settlement).   With inflation at over 10% a 

settlement would need to be increased by a similar % to keep pace with costs. 

 

In the absence of additional, ongoing, financial support from the Government, the 

Council will have little choice but to face some difficult decisions about the size and 

scope of the essential services it provides. It will need to review and revisit decisions 

over its investment priorities and will be required to review service delivery in the 



context of the refreshed Corporate Plan in order to be able to demonstrate a 

sustainable financial outlook.    

 

2.4 Pay Award Proposals 

 

The National Employers made a one-year (1 April 2022 to 31 March 2023), pay offer 

to the unions representing the main local government NJC workforce: 

• With effect from 1 April 2022, an increase of £1,925 on all NJC pay points 1 and 
above 

• with effect from 1 April 2022, an increase of 4.04% on allowances  

• with effect from 1 April 2023, an increase of one day to all employees’ annual 
leave entitlement 

• with effect from 1 April 2023, the deletion of pay point 1 from the NJC pay spine.  

Following consultation, this pay offer was accepted by the three unions – Unison, 
Unite and GMB and will therefore be implemented in the Councils that partake in 
the national collective pay negotiations.    

In line with this offer, South Kesteven therefore proposes: 

• With effect from 1 April 2022, an increase of £1,925 on all SKDC pay points from 
SK1 and above, at an increased budget of £1.140m (please see point 2.5 ref 
grades SK1-SK7). 

• With effect from 1 April 2023, the deletion of pay point SK1 from the pay spine. 
This would mean employees currently on the SK1 grade would move to SK2 
from 1 April 2023.   

• There are no applicable allowances at South Kesteven for the 4.04% increase 

 2.5  At South Kesteven District Council, an increase of 4.2% has already been given to 

 grades SK1- SK7 this financial year. This pay rise was given to take the bottom 

 pay scale to the 2021 Real Living Wage rate.  

 

 To account for this, it is proposed that these grades receive the difference of their 

 previous 4.2% award and this proposed award of £1,925. This will mean all SK 

 grades will receive the same £1,925 increase for this financial year (2022/23).   

 

 For 2022/23, the proposal will take our lowest grade, SK1, to £10.50/hour which is 

 £1.00 above the current National Living wage and £0.60 above the 2021 Real 

 Living Wage.  

 

 The 2022 Real Living Wage was announced in September 2022 at £10.90. It is 

 expected that this will be implemented by May 2023.  

 

 There is a continued challenge for South Kesteven District Council in how to deal 

 with the pressure of keeping the bottom pay spine aligned with the Real Living 

 Wage which is rapidly increasing. 

 



 Whilst the Council is not part of the national pay award negotiations, we consider 

 the national offers and often align for consistency. 

 

 The recommended pay award is also in the context of the wider economic 

 situation with increasing inflation and the continuing increases to fuel, food and 

 energy which are impacting our employees as well as the Council. 

  

 The total cost of this pay award is £1.410m. Taking account of the 1% already 

 budgeted, this report seeks approval of an additional one-off budget of £1.140m.  

 

At the time of compiling the report the National Employers final offer to Local 

Authority Chief Executives has not been accepted by ALACE (Association of Local 

Authority Chief Executives) and therefore no pay award for the Council’s Chief 

Executive can be implemented at this time.  The report therefore proposes a 

recommendation to delegate authority to the Council’s s151 Officer and the 

Monitoring Officer to implement a pay award once the national settlement has been 

finalised. 

 

 2.6 St Martins Park Stamford Remediation Works  

 

 At the Cabinet meeting held on: 
 moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=164&MId=4293&Ve

 r=4 

 18 October 2022, there was a recommendation made to seek Council approval to 

 amend the budget for the remediation works following unexpected and unforeseen 

 cost changes as summarised below: 

 

Heading £’000 

Remediation scope 78 

Bat and Bird Survey 5 

Repair works 7 

Utility disconnections and investigations 15 

Asbestos removal 76 

Substation works 5 

Demolition resequencing 7 

Total as 1 September 2022 193 

 

These additional costs will be met from the Regeneration Reserve that was 

created specifically to meet the costs of bringing the development to fruition. The 

project is still forecast to return a significant surplus to the Council once the sales 

have been completed.   

 

Local Enterprise Partnership 

 

2.7 In February 2019, Lincolnshire County Council as the Accountable Body for grant 

monies provided by Central Government under the Single Local Growth Fund, 

awarded a £2,000,000 (£2M) allocation, approved by the Greater Lincolnshire 

http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=164&MId=4293&Ver=4
http://moderngov.southkesteven.gov.uk/ieListDocuments.aspx?CId=164&MId=4293&Ver=4


Local Enterprise Partnership (GL LEP) to South Kesteven District Council. The 

aim of the project was to enable the delivery of a new local University Technology 

and Innovation Centre within Grantham Town Centre, on the floor above the 

cinema. The total project costs were £6,712,529 for which the GL LEP contribution 

equated to nearly 30%. It was expected that the University of Lincoln would take a 

lease on the education space to deliver the courses that would focus on 

addressing the skills needed within the GL LEP’s Key Priority Sectors: 

manufacturing, agri-food, visitor economy, low carbon and health and care, as well 

as, providing courses to meet the continuing employer needs for employees to 

obtain strong soft skills such as leadership, management and communication. 

However, the University were unable to commit, from the outset, to take on a 

lease pending proof of concept. Following on from the easing of COVID 

restrictions, the University of Lincoln subsequently confirmed that whilst committed 

to supporting the learning agenda in Grantham, they do not require the current 

empty space and would not be willing to take a lease for the Centre.  

 

 This newly provided modern work space has been unoccupied since 2019 when 

the intended occupier stated their intent to pursue a different educational offer. 

InvestSK sought expert commercial property advice which confirmed there is little 

demand for office space of the size available in the centre of Grantham, with any 

rental levels that may be obtained, being low.  In response to this, a business case 

was prepared and subsequently approved to utilise the vacant space by the 

Council. 

 

The vacant space will now become the new offices for the Council thereby 

bringing an empty space into use and provide ongoing operational savings to the 

Council it has been confirmed by the LEP that a reduced balance of £1.333m of 

the initial £2m requires repayment by the Council to the LEP.  There are currently 

ongoing discussions with the LEP with respect to the conditions to the repayment 

period and a subsequent report will be presented to Council on 26 January 2023.  

 

3. Key Considerations 
 

3.1 All key areas are outlined in the report best on the most accurate and up to date 

 information available.  It is accepted that the external environment is extremely 

 volatile and therefore it is expected that the outlook will continue to change over 

 the remaining period of 2022/23.  

 

4. Other Options Considered 
 

4.1 All options are set out in the report.  

 

5. Reasons for the Recommendations 
 

5.1 The reasons for the recommendations are set out in the report.  

 


