KEY DECISION*

Mayor and Cabinet

Report title: 2022/23 Budget Report
Date: 09 February 2022
Key decision: Yes
Class: Part 1
Ward(s) affected: All
Contributors: Executive Director for Corporate Resources

Outline and recommendations
The purpose of this report is to set out the overall financial position of the Council
in relation to 2021/22 and to set the Budget for 2022/23.
The report provides summary information on the revenue budget reduction
proposals that were presented at Mayor & Cabinet on the 2 February 2022. The
approval and successful delivery of these measures is required in order to help
balance the budget for 2022/23 and prepare to address the budget requirement for
2023/24.
The Mayor is asked to consider the recommendations listed in this report at
section 2.

Timeline of engagement and decision-making
Budget reduction proposals totalling £10.4m were approved by Mayor and Cabinet on
the 9 December 2020 and the 3 February 2021.
The Council Tax Base was approved by Council on the 19 January 2022.
Budget reduction proposals totalling £1.4m were approved by Mayor and Cabinet on
the 2 February 2022.

1.

Summary

1.1

This report sets out the context and range of budget assumptions which Council is
required to agree to enable it to set a balanced budget for 2022/23. These include the
following:

1.2

General Fund




1.3

In respect of the General Fund, the assumed net revenue expenditure budget is
£248.610m. This is made up of provisional Settlement Funding from government
(revenue support grant and business rates), forecast Council Tax receipts including
an increase in Council Tax of 2.99%, an estimated deficit in the Collection Fund
from a reduction in the eligible Council Tax base and lower collection rates (both
due to the impacts of Covid-19), and similar deficits in business rates collection
offset by including a share of the growth from the pilot London Business Rates Pool
retained in prior years with the detail set out in section 6.
The changes to the prior year General Fund position to meet the 2022/23 net
revenue budget of £248.610m are proposed on the basis of the following
assumptions:
o £11.835m of revenue budget reductions have been agreed for 2022/23, of
which £10.410m were agreed in 2020/21 and £1.425m agreed 2 February
2022;
o £1.950m of uplift in the Social Care Grant and £0.923m Market Sustainability
and Fair Cost of Care Fund;
o An assumed 2.99% increase in Band D Council Tax for Lewisham’s services
for 2022/23; including the 1.99% increase in the core Council Tax as
announced in the provisional Local Government Finance Settlement and 1%
increase for the Social Care precept;
o £6.500m of corporate budget for risks and pressures in 2022/23;
o £2.710m of pay inflation, £2.735m on non-pay inflation and £1.300m of
increased National Insurance contributions costs;

Grants


In addition to the Public Health grant (to be confirmed), the Council will continue to
receive the other main grants - New Homes Bonus (£1.011m), share of the Better
Care Fund (est. £9m), improved Better Care Fund including winter pressures
(£14.941m), and Social Care Grant (£14.622m) as part of the one year settlement
for 2022/23. In respect of the £3.852m of additional Social Care Grant for 2022/23
it is proposed this is put towards the recognised risks and pressures for 2022/23 in
Adult and Children Social Care, with £1.950m built into base budget and £1.902m
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1.4

Fees and Charges


1.5

funding held for once off pressures. The Lower Tier Service Grant of £0.802m has
also been continued, unexpectedly, for 2022/23.
The new Services Grant of £6.560m will be used to fund once off pressures and will
not form part of the base budget as government has stated that this will be once off
funding and not be considered when setting any future funding arrangements.
The new Market Sustainability and Fair Cost of Fund Grant of £0.923m is proposed
to be put towards the recognised risks and pressures in Adult Social Care arising
from recent reforms announced in 2021.
This report also presents the 2022/23 proposed fees and charges and related
annual increase for the majority of chargeable services, statutory and discretionary.

Dedicated Schools Grant, Pupil Premium and grant to support Social Care Levy Uplift









Schools Funding - The provisional 2022/23 Dedicated Schools Grant (DSG)
allocation is £316.49m. This is a net increase of £3.222m on the 2021/22 budget,
but includes a variety of changes in the separate sub-blocks of funding.
Special Needs Funding - Net increase in High Needs Block of £5.54m for 2022/23
following additional funding from government, but that this remains under extreme
pressure and a circa £1m transfer from the DSG was approved by Schools Forum
on the 20 January 2022.
Early Years Funding – positive settlement for Early Years including increases of
17p per hour for 3 and 4 year olds (3%), 21p per hours for 2 year olds (3%), and
EY pupil premium of 7p per hour (13%). This funding supports allocations to
providers as well as wider elements including the Inclusion Fund. It is directly linked
to place uptake and therefore the total funding remains provisional pending the
2023 January census. Schools Forum at its meeting on the 16th December
approved the distribution of these increases between, hourly rate paid to providers,
inclusion fund, deprivation fund and central holdback.
Central Schools Services Block – this funding is for services that support schools
including admission. The overall reduction is £0.56m which is £60k greater than
anticipated reflecting movement in pupil numbers.
Pupil Premium - funding rates will remain the same as at present and the final
allocation will be advised in summer 2022. For reference the allocation for 2021/22
was £13.066m.
Social Care Levy Support Grant - in addition to the funding noted above, for
2022/23 the DfE has agreed a new grant to support schools towards the 1.25%
National Insurance uplift. Overall funding is expected to be approximately £8.8m

2.

Recommendations

2.1

It is recommended that the Mayor and Cabinet considers the comments of the Public
Accounts Select Committee of 27 January 2022.

2.2

That, having considered the views of those consulted on the budget, and subject to
consideration of the outcome of consultation with business ratepayers and subject to
proper process, as required, the Mayor and Cabinet:
General Fund Revenue Budget

2.3

notes and asks Council to note the projected overall variance of £2.9m (or 1.2%)
against the agreed 2021/22 revenue budget of £243.100m as set out in section 6 of
this report and that any year-end overspend will be met from corporate provisions and
reserves;
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2.4

endorses and asks Council to endorse the budget cut reduction measures of £11.835m
as per the Mayor and Cabinet meeting of the 2 February 2022, as set out in section 6
of the report and summarised in Appendix Y1 and Y2;

2.5

agrees and asks Council to agree the allocation of £6.500m in 2022/23 be set aside for
corporate risks and pressures;

2.6

agrees and asks Council to agree the allocation of £21.312m of resources from the
corporate risks and pressures, social care precept, new homes bonus, social care
grant, lower tier grant, market sustainability and Fair cost of care grant, services grant
and legacy s31 monies in 2022/23 to be invested in funding quantified budget
pressures and opportunities, both recurring and once-off and that within this £1.877m
is held in corporate provisions for the Executive Director for Corporate Resources to
apply as necessary to the identified but as yet unquantified risks as set out in section 6;

2.7

agrees to recommend to Council that a General Fund Budget Requirement of
£248.610m for 2022/23 be approved;

2.8

asks Council to agree to a 2.99% increase in Lewisham’s Council Tax element. This
will result in a Band D equivalent Council Tax level of £1,421.22 for Lewisham’s
services and £1,816.81 overall. This represents an overall increase in Council Tax for
2022/23 of 4.2% and is subject to the GLA precept for 2022/23 being increased by
£31.93 (i.e. 8.78%) from £363.66 to £395.59, in line with the GLA’s draft budget
proposals;

2.9

notes and asks Council to note the Council Tax Ready Reckoner which for illustrative
purposes sets out the Band D equivalent Council Tax at various levels of increase.
This is explained in section 6 of the report and is set out in more detail in Appendix Y4;

2.10

asks that the Executive Director for Corporate Resources issues cash limits to all
Directorates once the 2022/23 Revenue Budget is agreed;

2.11

Considers the Section 25 Statement from the Chief Finance Officer. This is attached at
Appendix Y5;

2.12

agrees and asks Council to agree the draft statutory calculations for 2022/23 as set out
at Appendix Y6;

2.13

notes and asks Council to note the prospects for the revenue budget for 2022/23 and
future years as set out in section 6;

2.14

agrees and asks officers to continue to develop firm proposals to redesign and
transform services and inform the capital strategy by bringing them forward in good
time to support the work towards a savings and investment round to help plan early to
meet the future forecast medium term finance strategy objectives;
Other Grants (within the General Fund)

2.15

notes and asks Council to note the adjustments to and impact of various specific grants
for 2022/23 on the General Fund as set out in section 7 of this report;
Fees and charges

2.16

approves the approach to setting 2022/23 fees and charges for chargeable services in
section 8 of the report and attached at Appendix Y8;
Dedicated Schools Grant and Pupil Premium
Schools Block
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2.17

note and recommends that Council notes that the provisional Dedicated Schools Grant
allocation of £221.069m be the Schools’ Budget (Schools Block) for 2022/23 covering
both maintained schools and academies;

2.18

notes that following the Schools Forum meeting on the 20 January, submission has
been made to the Department for Education with regards to school funding formula,
recommending the application of the National Funding Formula (including unit values)
allowing for a 1.75% uplift in Minimum Funding Guarantee (MFG);

2.19

agrees and recommends that Council agrees, (as recommended by Schools Forum)
the once-off transfer of circa £1m of Dedicated Schools Grant to the High Needs Block;
Central Schools Services Block (CSSB)

2.20

notes, and asks Council to note, the construct and allocation of £3.693m for the CSSB
block allocation for 2022/23, significantly reduced from the £4.261m 2021/22 allocation;

2.21

notes a decrease in both the per pupil unit funding (£0.43) and pupil numbers (949)
resulting in a decrease of £61.2k in the “pupil-led” funding element of the block;

2.22

notes that the CSSB is anticipated to cease from 2023/24, with potential transfer of any
residual funding to the Council’s main revenue grant. CYP is currently working with
schools to consider options for trading, de-delegation and cessation or reduction in
services;
High Needs Block (HNB)

2.23

notes, and asks Council to note, the provisional High Needs Block £67.608m to
support the Council’s statutory duty with regards Special Education Needs. This is a
net increase of £5.54m relative to 2021/22, The HNB will be finalised in March for
deductions arising for institutions funded by ESFA;

2.24

notes that the Schools Forum is considering on 20 January 2022 the transfer of circa
£1m to the block to support the Council to meet its statutory functions;

2.25

notes that the HNB is expected to overspend by between £5m to £6m in 2021/22,
increasing the cumulative overspend to £11m in total for 2021/22 as £5m has been
brought forward from 2020/21. This overspend is to be met from schools reserves;
Early Years Block (EYB)

2.26

notes, and asks Council to note, the provisional Dedicated Schools Grant allocation of
£24.12m to the block;

2.27

notes that the Department for Education has increased funding for “3 and 4 year old”
from £5.76 to £5.93 (i.e. 17p per hour), and hourly rate for 2 year olds increase from
£6.66 to £6.87, an 3% increase (i.e. 21p per hour) for 2022/23.

2.28

notes that the maintained nursery supplementary funding allocation for September
2022 to March 2023 is subject to change and has not yet been finalised, initial
projections from DfE suggest a reduction overall of circa £40k;
Pupil Premium

2.29

notes, and asks Council to note, that the pupil premium will continue in the 2022/23
financial year. The funding rates in the year will be same as 2021/22 but the funding is
based on data over a six year census period. It is expected that the DfE will provide
updated final allocations in summer 2022;
Social Care Levy Grant

2.30

Notes, and asks Council to note, the new grant to support the increased costs of the
1.25% increase in National Insurance contributions of £8.8m.
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3.

Policy Context

3.1

The Council's strategy and priorities drive the Budget with changes in resource
allocation determined in accordance with policies and strategy. The Council launched
its new Corporate Strategy in 2019, with seven corporate priorities as stated below:
Corporate Priorities


Open Lewisham - Lewisham will be a place where diversity and cultural heritage is
recognised as a strength and is celebrated.



Tackling the housing crisis - Everyone has a decent home that is secure and
affordable.



Giving children and young people the best start in life - Every child has access
to an outstanding and inspiring education, and is given the support they need to keep
them safe, well and able to achieve their full potential.



Building and inclusive local economy - Everyone can access high-quality job
opportunities, with decent pay and security in our thriving and inclusive local economy.



Delivering and defending health, social care and support - Ensuring everyone
receives the health, mental health, social care and support services they need.



Making Lewisham greener - Everyone enjoys our green spaces, and benefits from a
healthy environment as we work to protect and improve our local environment.



Building safer communities - Every resident feels safe and secure living here as we
work together towards a borough free from the fear of crime.

Values
3.2

Values are critical to the Council’s role as an employer, regulator, and securer of
services and steward of public funds. The Council’s values shape interactions and
behaviours across the organisational hierarchy, between officers, and members,
between the council and partners and between the council and citizens. In taking
forward the Council's Budget Strategy, we are guided by the Council's four core values:


We put service to the public first.



We respect all people and all communities.



We invest in employees.



We are open, honest, and fair in all we do.

Future Lewisham
3.3

As the Council seeks to support the borough and its businesses and residents through
the COVID-19 pandemic and beyond, this recovery is based on the four key themes of
Future Lewisham, these are:





3.4

A Greener Lewisham;
A healthy and well future;
An economically sound future; and
A future we all have a part in.

The setting of a balanced budget for 2022/23 directly supports the theme of an
economically sound future for the borough and its residents.
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3.5

As noted in the 2021/22 budget, the Council’s strong and resilient framework for
prioritising action has served the organisation well in the face of austerity and on-going
cuts to local government spending. This continues to mean, that even in the face of the
most daunting financial challenges facing the Council and its partners, we continue to
work alongside our communities to achieve more than we could by simply working
alone.

3.6

This joint endeavour helps work through complex challenges, such as the pressures
faced by health and social care services, and to secure investment in the borough, for
new homes, school improvements, regenerating town centres, renewed leisure
opportunities and improvement in the wider environment. This work has and continues
to contribute much to improve life chances and life opportunities across the borough
through improved education opportunities, skills development and employment. Of
course, there is still much more that can be done to realise our ambitions for the future
of the borough; ranging from our work to support housing supply and business growth,
through to our programmes of care and support to some of our most vulnerable and
troubled families.

3.7

It remains clear that the Council cannot do all that it once did, nor meet all those
expectations that might once have been met, for we are in a very different financial
position than just a decade ago. Severe financial constraints have been imposed on
Council services with budget reductions to be made year on year on year, and this ongoing pressure is addressed in this report, incorporating further budget reduction
proposals for 2022/23 and noting the continued outlook for austerity to at least
2024/25. This is pending the outcome of the Fair Funding Review (FFR) and Business
Rates Retention (BRR) consultations now expected to be announced in 2022/23 at the
earliest.

3.8

The impact of COVID-19 has been significant in terms of additional costs and lost
income. At the end of November 2021 the impact for this year was estimated at
£23.6m. To date, the committed government support covers the full impact, however
this may be insufficient as new variants of concern emerge and if further restriction
measures are brought in before the end of year with the position continuing to change.
The collection fund continues to be impacted as well with a gap of £12m built into
assumptions for future years.

3.9

At the same time, as set out at section 6 of the report, the use of resources to address
risks and pressures through positive investments is an opportunity. This spending
deals with existing pressures and supports the Council in refocusing and changing
services where new opportunities and expectations for how the Council can better
deliver them to support the community are identified. Being forward looking will
support Lewisham’s recovery from the Covid-19 pandemic and help the Borough thrive
again.

3.10

Infection rates continue to remain high (in our borough, across London and the UK as a
whole) and we are again ensuring that those critical services can continue to be
delivered with minimal interruption, whilst accepting that non critical service delivery
may be impacted. We continue to face the challenge of needing to simultaneously
respond to the pandemic, continue to implement the Future Lewisham plan for the
long-term recovery of the borough, set a balanced budget for next year, and set the
financial basis for the internal recovery of the Council in the coming years.

4.

Structure Of The Report, Policy Context, And Background

4.1

The 2022/23 Budget Report is structured as follows:
Section 1

Summary
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Section 2

Recommendations

Section 3

Policy Context

Section 4

Structure of the Report, Policy Context, and Background

Section 5

Background

Section 6

General Fund Revenue Budget and Council Tax

Section 7

Other Grants and Future Years’ Budget Strategy

Section 8

Dedicated Schools Grant and Pupil Premium

Section 9

Consultation on the Budget

Section 10

Financial Implications

Section 11

Legal Implications

Section 12

Equalities Implications

Section 13

Climate Change and Environmental Implications

Section 14

Crime and Disorder Implications

Section 15

Health and Wellbeing Implications

Section 16

Background Papers

Section 17

Glossary

Section 18

Report Author and Contact

Section 19

Appendices

5.

Background

5.1

This section sets out the main national macro-economic and public spending position,
the current position in respect of local government finance, the impact of Covid-19 on
the Council and its recovery plans, and some of the key Council services as context for
the Budget spending details.
National Context

5.2

The economic recession triggered by the pandemic in 2020 continued into 2021 and
the Omicron variant caused a further economic slump. In December 2021 the Bank of
England figures confirmed a rate rise to 0.25% from 0.10%, quantitative easing totalling
£895bn, and inflation at 4.6%*.

5.3

There was unprecedented pressures on global supply chains, created by the pandemic
and subsequent series of lockdowns and restrictions which varied in their timing and
severity from country to country. This has resulted in geographical shifts in supply and
demand which has made known trends of driver and other skills shortages even more
apparent than before the pandemic. For the UK, the economic and business
environment has become more challenging with regards to supply chain pressures due
to Brexit, and the increase of cross-border checks and red tape for companies and
their employees.

5.4

Similarly to the previous financial year, the government has continued to borrow to
meet the costs of supporting businesses and individuals through the pandemic. As at
November 2021, the office of budget responsibility forecasts were for £136bn for
borrowing in this financial year, but this was before new restrictions were imposed for
December and January.
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5.5

The government has used these funds to continue to support the economy. The
furlough scheme was extended until 30 September 2021, along with various grant
schemes for businesses to help combat losses that may be felt due to loss of income
and potential closures as a result of lockdown or restrictions.

5.6

Despite this, compared to 2020 the economy has improved in 2021. In December
2021, it was reported that there are now over 315,000 more people in employment
than at the start of the year. The UK economy surpassed its pre-pandemic level of
gross domestic product (GDP) in November 2021, for the first time since February
2020, due mainly to a jump in hospitality bookings and a turnaround in construction
output. That being said, the impact of variants of coronavirus, for example Omicron,
could restrict this growth and exacerbate worker shortages across critical sectors that
the UK economy is reliant upon to support its economic recovery.

5.7

The national recovery plan for how the public finances will be stabilised and debt
repaid was set out in the Chancellor’s 2021 three year Comprehensive Spending
Review. However, the detail of how this will change how local government is financed
in the future remains unclear as the planned funding changes have been deferred until
at least 2022/23. This uncertainty makes it very difficult for the Council to plan
effectively for the medium term.
*December figures announced on 19th January, 4.6% was November figures published in December.

Local Government
5.8

The provisional Local Government Finance Settlement was announced on 16
December 2021, with the final settlement expected in February 2022. This is another
one year only settlement pending the fair funding review, business rates reset and
other local government finance changes pushed back again until at least 2022/23.

5.9

The settlement has provided a potential increase of 6.9% in council core spending
power in cash terms nationally and 6.7% across London boroughs. This increase is
estimated (subject to inflation) to be under 4.0% in real terms, after including the new
government grants, to support vital local services. All existing funding streams will
continue with two new funding streams announced being the Market Sustainability and
Fair Cost of Care Fund and the Services Grant. The government expects these will
support councils to meet the extra cost and demand-led pressures to keep providing
services at pre-pandemic levels. This despite continuing widespread concern from the
Local Government Association and others that there remains a significant funding gap
for the sector to meet all its statutory service requirement, for social care in particular.

5.10

In 2021, the Government launched the “Levelling Up Fund” along with rebranding the
Ministry of Housing, Communities and Local Government (MHCLG) to the Department
for Levelling Up, Housing and Communities (DLUHC). The view behind “levelling up” is
to invest in towns, cities, rural and coastal areas along with giving those areas more
control of how investment is made. A single levelling up plan should also draw together
the government’s existing programmes for infrastructure spending, skills, devolution, a
net zero strategy and industrial strategy. It is expected that this will see money flow out
of London and into the counties.

5.11

Along with the settlement announcement, the Government confirmed the continuation
and an increase of 1% to the Social Care (SC) precept on Council Tax in 2022/23,
created to give local authorities who are responsible for social care the ability to raise
new funding to spend exclusively on Adult Social Care. In 2021/22, the Council
applied a SC precept of 3%. In 2022/23, the Council is permitted to apply a maximum
precept of 1% which will generate an extra £1.227m of revenue for Adult Social Care.
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5.12

The Government also announced that the limit by which Councils can increase their
core Council Tax (inclusive of levies) without a referendum, remains at the maximum
level of 2%. This is will generate approximately £2.4m of revenue for the Council.

5.13

The Government decided not to continue with the 75% Business Rates Pilot Pools,
including the London pool for 2020/21. London Government through decisions made
collectively by the London Councils Leaders Committee and the London Mayor agreed
to extend its business rates retention pool in 2020/21 covering the GLA and the 33
London billing authorities. However, with the current uncertainties in the business
rates base across London and without any ‘no detriment’ guarantees from government,
London confirmed that it would stop the pooling arrangement for 2021/22. Given the
national Covid impact on both income levels and collection rates it would be impractical
to re-instate pooling under the previous guise and the Leaders Committee agreed in
September 2021 not to reconstitute the pan-London business rates pool for 2022/23.

5.14

With 2022/23 effectively being another roll forward year with some additional grants,
the Government has deferred the fundamental review of the way local government is
financed until at least 2022/23 financial year, but potentially later. The fair funding
review will set new baseline funding allocations for local authorities by delivering an upto-date assessment of their relative needs and resources, using the best available
evidence and not indices from 2013/14. Sitting alongside this is a review of the
Business Rates retention arrangements, which aims to reform the elements of the
business rates retention system in England.

5.15

While this position is confirmed for one year only, officer’s medium term assumptions
are that this recognises this higher funding baseline, including the housing, health,
social care and market sustainability grants, as the starting point for the fair funding
review, but excluding the new services grant. Nonetheless, due to the uncertainty
surrounding the public finances overall, levelling up and the local government fair
funding review in particular, combined with the expectation that there still remains
significant pressure in future years on the Council’s limited resources to meet the
growing demands of the people it serves; the Council fully expects to have to continue
to seek further savings for future year’s budgets. The use of reserves will need to be
considered in 2022/23 to meet any additional cost of recovery from Covid-19 not
funded by government and for 2023/24 if sufficient measures are not found to set a
balanced budget each year.

5.16

Last year the Council was able to set its budget without needing to use reserves. This
year again, the Council has identified the £11.835m of savings necessary to set a
balanced budget, being £10.410m identified in setting the budget for 2021/22 and the
further £1.435m identified and brought before Mayor and Cabinet on the 2 February
2022. These budget reduction measures were identified using a thematic approach
sponsored by Members and led by the Executive Management Team. Assuming the
measures proposed and the 2022/23 budget as set out in this report are agreed, the
Council can set a balanced budget for the next financial year without using its reserves.
Covid-19 and the Council

5.17

Over the past twenty-one months, the day to day lives of Lewisham’s residents and the
Council’s business, have been turned on its head. In March 2020, Council activity
simultaneously ground to a halt and ramped up in equal measure. With “non-critical”
services wound down almost overnight and a new, urgent focus on “critical services”,
the Council’s leadership team, members, and vast range of services faced new
demands, challenges, pressures and opportunities.

5.18

The pace, scope and scale of change has been immense: the pandemic has
demanded agility, creativity, pace, leadership, organisational and personal resilience,
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strong communications and an unerring focus on the right priorities. Within the
Council, the impact of the COVID-19 pandemic is felt acutely across all of our service
areas and we are grappling with real challenges in how we keep services running for
our residents and how we protect the most vulnerable. Across the borough, residents
are looking afresh at our borough, their neighbourhoods, and seeing where they live
through new eyes.
5.19

While we do not yet fully understand what all of the long-term implications of COVID-19
will mean for the borough, there have been many clear and visible impacts of the
pandemic on our residents, Lewisham the place, and also the Council. We know that
coronavirus has disproportionately affected certain population groups in Lewisham,
matching patterns that have been identified nationally and internationally: older
residents, residents born in the Americas & the Caribbean, Africa or the Middle East &
Asia, and residents in the most deprived areas of the borough have considerably
higher death rates. We know that more Lewisham residents are claiming
unemployment benefits than in previous years and that food insecurity has increased in
the borough.

5.20

The Council’s finances have also been severely affected by the ongoing pandemic.
The direct cost of coronavirus for Lewisham was £38m in 2020/21, is currently
estimated to be £23.6m this year, which will most likely exhaust the current
government funds provided. Furthermore, there is forecast to be long-term demand
increases, also termed ‘Covid scarring’ for which government has not provided funding
for 2022/23. The impact of diverting resources into the continued efforts against the
impact of the pandemic has meant that there have been delays in the delivery of the
previously agreed budget reduction measures for 2021/22 and hence an in year
overspend of £2.9m is forecast. Officers have taken management action to make inyear savings to reduce the business as usual overspend or else this may need to be
funded from reserves at year end, reducing our ability to manage further budget shocks
in 2022/23.

5.21

Alongside managing the impact of the pandemic on services, and re-focusing
resources to best deliver government support schemes for health, residents and
businesses, the Council had started implementing its recovery plan of Future
Lewisham (see further detail below). However, with the rise of new variants such as
Delta and now Omicron, coupled with winter pressures, the Council is once again
facing significantly increased demand and reassessing non critical service delivery to
ensure that those most critical services continue to be delivered to our most vulnerable
residents. This will likely cause delay to the Council’s post Covid recovery plans.

5.22

Lewisham’s recovery from coronavirus will be underpinned by the following anchoring
principles which will continue to be at the heart of all decision-making, planning and
action over the coming months:


Tackling widening social, economic and health inequalities;



Protecting and empowering our most vulnerable residents;



Ensuring the Council’s continued resilience, stability and sustainability;



Enabling residents to make the most of Lewisham the place; and



Collaborating and working together with our communities and partnership
across the borough.

5.23

Recovery will mirror the Council’s successful response structure, with two
perspectives: internal (the Council’s recovery) and external (the Borough’s recovery).

5.24

The Council’s internal recovery is to be driven by the lessons learned from responding
to COVID-19, the known and emerging impacts on our communities and the need to
deliver transformation at the scale needed to meet the current financial challenge. The
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2021/22 budget-setting process was the first step in an internal transformation
programme to deliver cuts as set out on the Medium Term Financial Strategy (MTFS).
5.25

Officers will be applying a programme management approach to deliver the strategic
budget proposals as set out in this report and the preceeding budget reduction report
considered by Mayor and Cabinet on 2 February. Officers will be supported to ensure
that the proposals identified are realistic and taken through the new Programme
Management Office (PMO) assurance and governance processes, giving rigour to the
structure and delivery of the individual projects including the important financial, legal,
equalities and other implications.

5.26

This internal recovery approach is inherently linked to the ‘external’ recovery of the
borough, the recovery of Lewisham the place. For Lewisham, a post-pandemic future
should bring opportunities and it is vital our communities are able to make the most of
what’s on their doorstep. We look ahead to a huge opportunity to recover positively in
partnership with our communities and partners and neighbours, to support community
development and resilience, to nurture and develop Lewisham’s vibrant cultural scene
using the platform of Borough of Culture, to promote a sustainable and thriving local
economy, to tackle health inequalities, to achieve a fairer zero-carbon future, and to
support our borough’s children and young people maximise their potential. The
borough’s long-term recovery, ‘Future Lewisham’ has been set out by the Mayor and is
based on four key themes:





A Greener Lewisham;
A healthy and well future;
An economically sound future; and
A future we all have a part in.

Borough of Culture
5.27

Lewisham was named the Mayor of London’s Borough of Culture for 2022. London
boroughs submit bids to receive more than £1m funding to deliver a programme of
ambitious cultural activities celebrating the unique character of local people and places,
and to develop a plan to make culture an integral part of the borough’s future.

5.28

Called We Are Lewisham, the programme is a call to action for a more equal future that
celebrates the borough's history of activism, its modern-day trailblazers and diverse
communities. Jointly led by Lewisham Council and the Albany, We Are Lewisham will
bring together all of the borough’s neighbourhoods, communities and stories.

5.29

Developed in collaboration with local residents, artists, community groups, the
programme will celebrate Lewisham’s rich history of cultural activism through music,
dance, public art and more, putting culture on every corner, highlighting that art is
everywhere, from venues to parks and street corners, with hundreds of thousands of
people participating across the year.

5.30

The We Are Lewisham programme draws on the borough’s rich history of activism, to
bring communities together and inspire positive change. With a call to action on the
climate emergency and a celebration of our diverse communities, We Are Lewisham
will put critical issues at its heart, amplifying trailblazing voices past and present and
inspiring positive change by bringing together our neighbourhoods, communities and
stories.

5.31

The three key themes of protection, diversity and inclusivity are interwoven in every
event and activity that will take place across the year.
●
●
●

We will protect this place we love: A call to action on the climate emergency
We are strengthened by our diversity: A celebration of our Borough of Sanctuary
We will be happy here: Working together to build an inclusive society
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5.32

Throughout the year we’ll be making sure that we create a lasting legacy and that our
residents, creatives, businesses and local organisations benefit as much from our time
as London Borough of Culture as possible. From training and employment
opportunities, to funding for local projects and the chance to learn and experience
something new.

5.33

The year will put Lewisham on the map as a creative destination, re-energising our
local economy and assisting with Covid recovery, with increased foot traffic to local
businesses. This year will create jobs from project management and event staff to
Kickstarter roles for young people. We plan to have over 5000 hours of paid
employment for young people at London Living Wage in Lewisham as part of our year
as London Borough of Culture.

5.34

The Council was awarded £1.35m funding from the Mayor of London to deliver the
programme and has committed a further £0.500m of funding to support this alongside
and ambitious fundraising target to ensure that the borough can deliver on the ambition
of We Are Lewisham.
Budget context

5.35

The Council spends over £1.2bn annually on services for residents. Using the
Chartered Institute of Public Finance (CIPFA) categories, this splits is as follows:
2021/22 Gross Expenditure of £1.2bn
Transfer
Payments**
43%

Third Party
Payments
24%

Employees
15%
Supplies & Services
12%

Transport Premises
4%
2%

**83% of the transfer payments represent grants, e.g. Housing benefits being transferred to claimants
and DSG being transferred to schools.

5.36

In respect of the £294m services element of this annual spend, this is the gross spend
built from the £243m general fund budget and income from grants, fees and charges,
the money is directed as follows:
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Lewisham Service Spend (excl Schools) 2020/21 - source
DLUHC
Planning & Central services, 4%
development
services, 3%

Highways &
transport services,
1%

Environmental &
regulatory services, 10%

Children Social Care,
28%

Cultural & related
services, 3%

Housing services
(GFRA only), 8%

Public Health, 9%

Adult Social Care,
35%

5.37

The Council serves an estimated population of 306,000 people who live in 130,400
households. Residents of Lewisham are diverse, with people of more than 70
nationalities speaking over 170 languages. The number of residents is also growing;
over 12% since the last census in 2011 and growth is forecast to continue with the
population rising by 61,000 to 372,000 (or 20%) by 2050. These numbers will be
reassessed once the results of the 2021 census are available.

5.38

The Council works hard to be available for residents when they need it. Through the
Customer Services access point, the Council responds to over 500,000 items of
correspondence and receives over 18,000 visits a year. In addition, through the
registry office, the Council processes over 7,500 births, deaths and marriages. While
these activities moved on-line for 2020/21 due to the Covid-19 pandemic, and many
remain on-line where feasible, the Council has continued to support residents with
these core services while also handling a significant rise in other customer services
needs for businesses and residents in these challenging times.

5.39

In addition to supporting a diverse and growing population, the budget contributes to
the Council’s commitment to extend local democracy. With the Covid-19 pandemic the
Council is jointly sponsoring research with the University of Birmingham into the impact
on BAME communities alongside wider socio-economic factors. While the
resettlement of refugees was paused due to the pandemic in 2020/21, in line with the
corporate strategy Lewisham has resumed this work and continues to welcome more
of those seeking asylum in the UK, including the introduction from 2022/23 of a new
25% ‘sanctuary’ discount for Council Tax to ensure residents eligible for a single person
discount are not financially worse off as a result of housing a refugee.

5.40

The budget supports a wide range of age groups across more than 600 individual
services.

5.41

For young people, the schools’ budget provides for 75 maintained schools from nursery
level through to secondary. With 76% of children achieving a good level of
development at early years.
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5.42

Our Strategic Housing service benefits a large number of residents. The work done
with partners to deliver Social Housing and Temporary Accommodation helps provide
for the accommodation needs of a quarter of our households with 72,100 households
in various forms of social housing and temporary accommodation. The numbers in
temporary accommodation has been supplemented in 2021/22 through the pandemic
to ensure everyone on the street was offered a place to stay.

5.43

The Borough has over 10,000 businesses registered and, in line with our corporate
priority to assist with access to high-quality job opportunities, the budget funds adult
education and apprenticeships. During 2020/21 and 2021/22 over £76m of grants
have been administered by the Council and passed to businesses along with a further
£58m of business rates relief. At the same time the Council established a Business
Taskforce with Member, partner, and senior officer representation to lead on improving
and planning for economic recovery and employment as the Borough recovers from
the Covid-19 pandemic. This includes support for kick start programmes and
extending the opportunities for local apprenticeships.

5.44

The Adult Social Care service provides a range of support to vulnerable users that
helps them remain active and independent: 2,350 (or 8%) of those over 65 and 1,265
(or 1%) of the 18-64 population received a service from Lewisham in 2019/20. As well
as physical care needs, these services provide support to those with mental health or
disability needs. The work of these services has been under particular scrutiny with
the Covid-19 pandemic and the Council has worked closely with the NHS to help
manage pressures in the system (in particular hospital discharges), as well as working
with care providers in the Borough to support the safety of patients and workers,
provision of protective equipment, guidance on infection control, and financially where
needed to ensure the stability of the market. The new Social Care reforms will impact
how we deliver services to residents and the provisional Local Government Settlement
includes some funding towards the implementation of this in 2022/23, although more
will be required in future years as the full impact of the change in legislation is
understood and quantified.

5.45

The budget also maintains key universal services such as libraries; arts and
entertainment centres and sports and recreation facilities. For much of 2020/21 these
services were closed or reduced due to the pandemic with staff redeployed to support
the critical services response. However, these services are by and large operating as
normal in 2021/22 (albeit with changes for social distancing and increased infection
control measures), and January 2022 saw the start of the Lewisham Borough of
Culture.

5.46

Maintaining a clean and green environment is beneficial for all. The amount of waste
recycled, composted or re-used is growing year on year. Each week Lewisham waste
services collect 2,500 tonnes of waste from households. And thanks to the efforts of
residents, the Council are currently able to keep 25% of that waste from being
incinerated. These efforts have also resulted in over 18,000 tonnes of waste being
recycled this year. The level of waste collected in the Borough rose in 2020/21 with
lockdown and more working from home. The service responded and continued
collecting without a break through the pandemic. This rise has continued in 2021/22
with levels unlikely to return to pre-pandemic levels as more people are expected to
continue to work from home permanently.

5.47

The Council is also responsible for maintaining 397km of roads and 12km of footpaths.
The Council also manages the parking service, including permits and enforcement.
These are service areas which will play a significant part in supporting the delivery of a
zero-carbon borough. Through the Covid-19 pandemic the Council has continued to
support key workers by offering parking permits in response to health needs.
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5.48

Residents enjoy the Borough’s green spaces and the budget supports the work that the
Green Scene service does to maintain the high standard of Lewisham’s parks. There
are 47 parks in the borough and 15 of these have the coveted ‘Green Flag’ rating. Our
achievements in this service area have been recognised by our residents with 74% of
residents who responded to the 2018 ‘Parks and Open Spaces survey’ felt the
standard of the parks in Lewisham has been maintained at a good or fair level. The
Council also ranked first in the recent “Good Parks for London” group. These outdoor
spaces continue to be a valued lifeline for exercise and wellbeing activities for
residents through the Covid-19 pandemic.

5.49

The rest of the report sets out the position of the financial settlements as they impact
on the Council’s overall resources:


General Fund Revenue Budget for 2022/23;



Council Tax level for 2022/23;



Other Grants for 2022/23; and



Dedicated Schools Grant (DSG) for 2022/23.

6.

General Fund Revenue Budget And Council Tax

6.1.

This section considers the General Fund revenue budget and Council Tax. The
General Fund budget for 2022/23, assuming a Council Tax increase of 2.99%, is
£248.610m. Details of the budget reduction measures approved for 2022/23 are
provided at Appendices Y1 and Y2.

6.2.

It is structured as follows:


Update on 2021/22 Revenue Budget;



The Budget Model;



Budget Reduction Proposals;



Council Tax for 2022/23; and



Overall Budget Position for 2022/23.

Update on 2021/22 Revenue Budget
6.3.

The Council’s revenue budget for 2021/22 was agreed at Council on 3 March 2021.
The general fund budget requirement was set at £243.100m.

6.4.

The financial position of the council is monitored on a monthly basis by officers with
support from the Finance team, these monitoring reports have been presented
quarterly to Mayor and Cabinet and scrutinised by the Public Accounts Select
Committee.

6.5.

Budget holders are challenged to maintain a tight control on spending throughout the
year. The Council operates a devolved system of financial accountability with clear
delegations and responsibility set out in the financial and procurement regulations and
schemes of delegation in the Constitution.

6.6.

The first Quarter’s financial performance was reported to Mayor and Cabinet in
September 2021, this report presented a pressure of £9.3m on General Fund budgets
after the application of grant funding to support the Council’s response to Covid. The
key driver of the reported pressure was challenges delivering the savings programme
due to the Council’s response to demands arising from the Covid pandemic. The
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Executive Management team alongside Directors and Council Officers committed to
mitigating this pressure by finding alternative permanent savings where possible and
where this was not possible one off mitigations have been sought.
Directorates
6.7.

Table A1 sets out the latest forecast budget variances on the General Fund by
Directorate, separately identifying the Covid pressures from the non Covid directorate
pressures. The Council has a business as usual pressure of £2.9m after utilising
£23.6m of grant funding to fund the Council’s response to Covid.
Table A1: Forecast outturn for 2021/22 as at end of December 2021

General Fund

Net
budget
2021/22

Forecast
Outturn
2021/22

Forecast
Variance
2021/22

Forecast
Outturn
Covid-19
related
Variance
2021/22

£m

£m

£m

£m

Children & Young People

Forecast
Outturn
Non
Covid-19
related
Variance
December
2021/22
£m

58.4

66.2

7.8

4.4

3.4

0

-3

-3

0

-3

Community Services

81.1

95.5

14.4

11.5

2.9

Housing, Regeneration and
Public Realm

21.9

26.2

4.3

4.7

-0.4

Corporate Resources

32.5

35.5

3

2.9

0.1

Chief Executives

11.2

11.2

0

0.1

-0.1

205.1

231.6

26.5

23.6

2.9

Covid-19 Grant Income - Applied

N/A

-23.6

-23.6

-23.6

0

Corporate Items

38.1

38.1

0

0

0

243.2

246.1

2.9

0.0

2.9

Corporate Funding Adjustment

Directorate Totals

Net Revenue Budget
6.8.

Officers are working hard to reduce the financial pressure further between now and the
end of the financial year. The final position will be declared in the outturn report to
Members.
Corporate Financial Provisions

6.9.

Corporate Financial Provisions are budgets that are held centrally for corporate
purposes and which do not form part of the controllable expenditure of the service
directorates. They include Capital Expenditure charged to the Revenue Account
(CERA), Treasury Management budgets such as Interest on Revenue Balances (IRB)
and Debt Charges, Corporate Working Balances and various provisions for items such
as early retirement and voluntary severance. Spend of the Corporate Financial
Provisions is expected to be contained within budget by the year-end, with £3m of
monies held corporately for service risks released against the CYP overspend in line
with the previously agreed budget reduction measures to reduce the persistent
overspend.

Is this report easy to understand?
Please give us feedback so we can improve.
Go to https://lewisham.gov.uk/contact-us/send-us-feedback-on-our-reports

6.10. Consideration is now being given to employing the use of corporate measures to
balance the budget at year end. This will be to address any shortfall in support for
Covid-19 costs if this arises as well as underlying service overspending. It is proposed
to meet the 2021/22 budget overspend from provisions if available and then reserves if
required, with the final position declared in the outturn report to Members.
The Budget Model
6.11. This section of the report sets out the construction of the 2022/23 base budget. This
section is structured as follows:


Budget assumptions, including: Budget Reductions, Council Tax, and Inflation;



Budget pressures to be funded; and



Risks and other potential budget pressures to be managed.

Budget assumptions, including: Cuts, Council Tax, and Inflation
6.12. The Council has made substantial reductions to its expenditure over the last ten years.
Subject to the outcome of the multi-year Comprehensive Spending Review (CSR) and
the outcome of the government’s fair funding review, now not expected earlier than
2022/23, the Council expects to continue to need to make further reductions for at least
the next three to four years. This section of the report summarises a series of
proposals that would enable the Council to set a balanced budget for 2022/23 as part
of a sustainable financial strategy to 2025/26.
Council Tax
6.13. Since 2016/17, the government has allowed councils with social care responsibilities to
apply a percentage increase on council tax (the Social Care precept), the funds of
which are ring-fenced to Adult Social Care (ASC) services. To date, Lewisham has
applied a 13% increase over the six year period. The government is once again
allowing councils to apply a precept for 2022/23 of 1%. For 2022/23 this will generate
£1.227m of additional income for ASC services. This report proposes that the Mayor
recommends that Council approve the 1% ASC precept for 2022/23 to obtain the
maximum benefit permitted.
6.14. The assumption used in the model for preparing the 2022/23 budget, subject to
confirmation by Council, is for a total Council Tax increase (Lewisham element) of
2.99%. A 1% increase for the social care precept and a 1.99% increase in the core
element under the revised referendum principle announced along with the provisional
Finance Settlement on 16 December 2021.
6.15. Should Council choose to set a different Council Tax increase, Members will need to
be mindful that any increase below this recommendation will result in additional budget
pressures, resulting in greater use of resources in the short term and a higher budget
reduction requirement going forward. Any increase in the core element above this
recommendation would require support in a local referendum due to the limit set by the
Secretary of State.
6.16. Further information on the options for Council when setting the Council Tax is set out in
more detail towards the end of this section.
Inflation
6.17. The Government's inflation target for the United Kingdom is defined in terms of the
Consumer Price Index (CPI) measure of inflation which excludes mortgage interest
payments. Since April 2011, the CPI has also been used for the indexation of benefits,
tax credits, and public service pensions.

Is this report easy to understand?
Please give us feedback so we can improve.
Go to https://lewisham.gov.uk/contact-us/send-us-feedback-on-our-reports

6.18. For financial planning purposes, the Council has previously assumed an average pay
inflation of 2% per annum, which equates to approximately £2.7m for 2022/23.
2020/21 is the last year of the current pay settlement via the National Joint Council
(NJC) for Local Government which saw an increase of 2.75%. There has been no
agreement on what the pay award for 2021/22 will be as yet. Lewisham’s lowest pay
band exceeds the national and London living wage amounts.
6.19. In September 2021 the Government announced a 1.25% increase in the national
insurance contributions payable by employers from April 2022. This equates to
approximately £1.3m for 2022/23.
6.20. The Council has budgeted for a non-pay inflation rate budget of 3% per annum to
reflect the Council’s commitment for contracted goods, works and services. This is
lower than the forecast CPI inflation rates for 2022 of 4.6% and equates to
approximately £2.7m (net) in 2022/23.
6.21. Unless pre-defined by statute or otherwise agreed, all services are expected to uplift
their fees and charges annually in line with inflation, or for full cost recovery if this is
higher, to allow for stability in real terms.
Budget Pressures to be funded
2021/22
6.22. In 2021/22, the funds set aside in the budget model to meet specific identified budget
pressures and potential budget risks was £6.500m. This was allocated in full to
identified risks and pressures.
2022/23
6.23. The MTFS for 2022/23 sets aside a further £6.500m for budget pressures and risks.
To this it is recommended that £1.950m of the £3.852m of additional social care grant
(on top of the £1.7m received in 2021/22 and continuing for 2022/23) be used to
address current pressures. It is also recommended that the new Market Sustainability
and Fair Cost of Care Fund grant of £0.920m be included, albeit held to meet new
pressures emerging. These actions will provide £9.370m to be allocated to selected
budget pressure and growth areas that will present as challenges in future budgets if
not corrected. See section 7 below for more detail on these grants for 2022/23.
6.24. To the funding of these pressures can be added the NHB of £1.011m, lower tier
baseline grant of £0.802m, the remainder of the uplift in Social Care grant of £1.902m,
a modest increase of £0.4m in the Improved Better Care Fund, and the new Services
Grant of £6.56ms for 2022/23.
6.25. In terms of accounting for these, it is proposed that these investments and pressures
are allocated in line with the decisions of this budget from the corporate risk and
pressures monies and £1.227m from the Social Care precept to the relevant
Directorates when determining their cash limits for 2022/23.
6.26. Using cash budgets (in particular grants such as the Social Care Grant and
Sustainability and Fair Cost of Care Fund) presents a risk for future years, although the
medium planning assumptions are that this level of funding for 2022/23 from
government is in recognition of the pressures faced by local authorities and will
effectively form the baseline pending fair funding review.
6.27. The budget pressures anticipated in 2022/23 have been reviewed and it is
recommended that the following identified pressures are funded now, set against the
Corporate Strategy priorities. These exclude pressures associated with services
experiencing persistent overspends as these have been addressed via the budget
reductions process.
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6.28. Table A2 provides a summary of the corporate risk and pressures budget and those
pressures and risks that are being recommended to be funded. The detail of these and
the allocation between once off and ongoing funding is in Appendix Y7.
Table A2: Summary of 2022/23 budget pressures to be funded
Description
Social Care precept
Ongoing
Risk & Pressures budget available in 2022/23
Market Sustainability and Fair Cost of Care
Social care grant (additional)
Once-off
New Homes Bonus
Lower tier grant
Social care grant (additional)
Improved Better Care Grant (additional)
Services Grant

£’000
1,227

1,227

6,500
923
1,950

9,373

1,011
802
1,902
441
6,560

10,715

Total Resources Available for Risks and Pressures in
2022/23

21,315

Recommended Allocations
Corporate Strategy priorities
Open Lewisham
Street Lighting
Parking
Council Events
Tackling the Housing Crisis
Strategic housing
Giving Children the best start
Children Social Care
Schools and School Transport
Adoption Services
Building an inclusive economy
Economy and partnerships
Street markets
Defending health & social care
Changes in care needs and demand
Market Sustainability and Fair Cost of Care
Making Lewisham greener
Environment Services - waste
Street Management
Energy
Building a safer community
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£’000

-630

-1,000
-2,100

-550

-2,623

-1,400

-150

Description
Traffic management
Total Corporate Strategy priorities
Organisational value for money
Corporate Estate
Corporate Services
Technology and Audit
Exempt Housing

£’000

£’000
-8,453
-2,150

Transformation investment

-500

IT and Digital Roadmap

-2,500

Implementation of the findings from the Adults Social
Care Review

-5,835

Additional service investment, transformation and
contingency for budget reduction non delivery

-1,877

Grand Total Funded Pressures

-21,315

Open Lewisham – £0.630m
6.29. The commitments to this priority include additional resource to support the provision of
street lighting in the borough as the inflationary increases in the PFI contract cannot be
contained within existing budgets. The impact of Covid on the borough has meant that
the way in which people utilise parking has changed to the extent that additional
support is required to supplement this service. As 2022 is the year of Borough of
Culture we will also provide increased support for Council run events.
Tackling the housing crisis – £1.000m
6.30. This is directed to an emerging pressure on the housing service budget, due to
increased demand in housing services, including rough sleeping and nightly paid
accommodation, not met by existing grant allocations.
Giving Children the best start - £2.100m
6.31.

There is a statutory requirement to provide home to school transport for children with
Educational Health & Care Plan where the plan specifies a transport service. From
2015 to 2019 the number of EHCPs in Lewisham increased by 65.5% from 1,408 to
2,344. The number of ECHPs in Lewisham now stands at 2,873, representing a
further 22.5% increase since the January 2020 SEN2 census date. The service has
committed to reduce the persistent overspend in this service, but it is proposed that
this is part funded to enable a base budget that better reflects the increased level of
need. In addition, changes to schools funding means that more provision is required
under the current policy of support for maintained schools. The Government placed a
requirement on all local authorities to be part of regional agreements with relation to
adoption, the basis was that this widened the adoption agency area and allowed in
theory for efficiencies in the process. There are increased costs within the regional
agreement which cannot be met within existing budget due to increased demand. The
volume of referrals to children’s social care services have increased by a forecast 43%
between 2020/21 and 2021/22 with a resultant expected increase in caseload and
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service cost which exceeds current budget and cannot be contained without increased
funding.
Building an inclusive economy - £0.550m
6.32. The long term impact of Covid on the economy and its residents and businesses has
meant that it’s vital that we increase the investment in the economy and partnerships
team to promote employment and support our local business base. This budget is
required to enable the continuation of the service at current levels as government
grants currently supporting this team are withdrawn or spent. This impact has been
particularly severe on Lewisham’s street market traders, an integral part of our town
centres, street scene and micro economy, a market strategy will be brought forward in
2022/23 to seek to re-instate activity to its previous levels if possible.
Defending Health & Social Care - £2.623m
6.33. This proposed budget increase applies the Social Care precept and the Market
Sustainability and Fair Cost of Care fund to support the work of Adult Social Care
services. This will enable the service to continue to work constructively with the health
sector and private care market given the continued demand and cost pressures faced
with a growing elderly population, work on earlier discharges from hospital into care,
the rising costs in a fragile market for care services, and the new changes in
legislation.
Making Lewisham Greener - £1.400m
6.34. The risk and pressures to be invested against this priority aim to support the Council’s
commitment to be carbon neutral by 2030 in line with the declared climate emergency.
This includes investing in the Council’s waste collection services, an outcome of Covid
and the various restrictions has been a structural reduction in the levels of commercial
waste generated which has reduced the income that can be generated. A further Covid
impact is that the classification of waste taken to civic amenities has now been
changed to ‘hazardous’, leading to an increase in disposal costs. Finally, there is a
global increase in the cost of energy (gas, electricity and water) and whilst the Council
continues to reduce its energy consumption towards carbon neutrality by 2030, the
above inflationary tariff increases outstrip any consumption savings and require
funding.
Building a Safer Community - £0.150m
6.35. This funding for 2022/23 will be invested in road safety measures to ensure that our
road network remains safe for all users and residents, and that the Council is able to
enforce against those contravening highways regulations.
Organisational value for money - £2.150m
6.36. In addition to the corporate strategy the Council is a large and complex organisation.
Through the decade of austerity to 2021 the Council’s support services have borne a
significant proportion of the budget cuts. This was recognised in the 2019/20 and
2020/21 budget round and this investment is to reverse some previously agreed cuts
and enhance the resourcing for some of these services. In particular; resident services
and technology – which has underpinned the Council’s ability to continue to work
effectively during the pandemic. In addition work as part of the capital strategy is
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underway to assess the level of capital investment required to sustain the Council’s
technology infrastructure in a secure, resilient, and optimal state. There is also the
need to provide once off funding for the cost of the 2022 election. Whilst the Council
has moved to home working for those staff able to do so, the consolidation of office
space and the increased cleaning and maintenance regime now required exceeds the
budget provision. There is also funding required to meet the pressure arising as a
result of our not being subsidised for housing benefit awards made to tenants living in
supported accommodation. For benefit awards, the Council only receive the amount of
the independent rent service valuation plus 60% of the amount paid above the
valuation so are liable for 40% of any housing benefit paid above the valuation. Work
continues to try and mitigate the pressure through encouraging providers to change
their status (to registered providers), seeking rent service re-valuations and monitoring
the probity and integrity of new housing providers entering the scheme.
Implementation of the findings of the Adult Social Care Review - £5.835m
6.37. In 2021 a service-wide diagnostic was undertaken by Newton Europe with a view to
establishing a programme to transform and modernise Adult Social Care. Phase 1
included the initial diagnostic which concluded in the summer of 2021 with Phase 2
comprising a series of work streams to transform services, empower residents and
develop the capabilities of our staff. This phase will run from November 2021 until the
summer 2022. As part of this service transformation between £8.6m and £11.5m of
recurrent savings is anticipated to be delivered. These savings will meet the budget
reductions made in 2021/22 and proposed for 2022/23, however, the delay in the
timing of the budget reductions being made, and the actual savings emerging has
meant that the Council will need to provide once off funding in 2022/23 to effectively
smooth the budget impact in 2022/23.
Transformation investment - £0.500m
6.38. The Council’s internal recovery is to be driven by the lessons learned from responding
to COVID-19, the known and emerging impacts on our communities and the need to
deliver transformation at the scale needed to meet the current financial challenge. This
transformation will require investment and the continued (albeit reduced) availability of
the New Homes Bonus to be invested to support improvement and change work.
6.39. This transformation investment is needed to improve the Council’s effectiveness and
efficiency going forward. This transformation will enable; a better critical mass of key
services to be marshalled together, inject some capacity where it can have the most
impact; and enable different approaches to be adopted to tackle key issues.
IT and Digital Roadmap - £2.500m
6.40. As discussed and presented to Audit Panel in 2021, security sits at the heart of our IT
design, and in order that performance is not compromised, it is important that our IT
infrastructure is kept up to date.
6.41. At the request of all three partners, the Shared Technology Service have developed a
comprehensive investment plan for the next 5 years to cover all aspects of
infrastructure. This plan covers of two main areas that are both business critical:


Refresh of our existing hardware and software assets. This includes end user
devices such as laptops, but also back end upgrades to the network and
infrastructure.
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Continuous improvement and “hardening “ of our infrastructure, to improve
performance and to strengthen our security

6.42. The plan requires significant investment and due to the gradual move towards cloud
based services will also require additional revenue funding.
Additional service investment, transformation and contingency for budget reduction non
delivery- £1.877m
6.43. There have been a number of pressures which have been identified as likely to arise
within 2022/23 but as which yet cannot be quantified and therefore should not be
funded in advance of need and the impact of service mitigations is assessed.
Nonetheless, it is prudent to ensure that funding is available to meet these should they
arise and once costed.
6.44. Following the review of budget pressures within Directorates, there are a number of
other risks and issues which, although difficult to quantify with absolute certainty, could
prove significant should they materialise.
6.45. Officers continue to undertake work to fully assess and monitor these risks. These risks
and other potential budget pressures are discussed in more detail below:


Service Investment



Adult Social Care and Transition;



National / London Living Wage;



Redundancy;



Unwinding Covid-19 critical response and recovery;



Unachieved budget reduction; and



Inflation linked to National Insurance contribution increase for suppliers.

Service Investment
6.46. It may be that in addition to the broader, macro-economic pressures set out below, that
specific service pressures will arise in year that cannot be contained within existing
budget and will require specific and additional funding.
Adult Social Care, including Transition demands
6.47. As noted above this is an area of continuing pressure for the Council. This is expected
to continue into future years. However, the impact of service configuration changes
underway through the review of ASC, national policy priorities and changing legislation
are not yet fully known or assessed so it is not possible to fully evaluate the risk at this
time. Additional funding has been provided in 2022/23 through the Adult Social Care
precept and Market Sustainability and Fair Cost of Care fund, and the continued
assessment of the service costs underpins the current implementation of the outcomes
of the service review undertaken in 2021 and 2022.
National / London Living Wage
6.48. The Council has for some years now ensured it pays the London Living Wage to staff
and contractors where this has been possible to contract for. However, there have
remained some areas where this has not always been possible – for example; subcontractors on some works contracts and contracting for some care services. The
recent increases in living wage and focus on modern slavery and ethical charter
considerations in procurement rules go some way to closing this remaining gap to
ensure all employees are paid a fair wage.
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6.49. The budget impact of these changes is a risk of additional contract costs to the Council.
These will vary according to the contract and areas of spend depending on past
practice and how suppliers elect to pass on some or all of these costs. The risk cannot
therefore be easily quantified at this time.
Redundancy
6.50. The Council will seek to minimise the impact of cuts on services and jobs. However, a
significant proportion of the Council’s budget goes on staff salaries and wages, so it will
not always be possible to make significant investments in service transformation and
redesign to achieve budget cuts over the next four years without an impact on jobs.
The cost of redundancy depends on age, seniority, and length of service of the
individuals affected, and it is not possible to calculate the overall financial impact at this
stage. For these reasons the risk cannot be easily quantified at this time.
Unwinding Covid-19 critical response and recovery
6.51. The Covid-19 pandemic has significantly impacted the Council’s finances and
continues to change service priorities to enable resources to focus on critical services.
The estimates for 2021/22 are for cost implications of £23.6m. Whilst the government
funding for 2021/22 is sufficient, the costs and lost income will continue in 2022/23 with
no indication of funding being made available. These financial implications along with
the operational challenges and opportunities to focus the recovery work in the Borough
on community needs and improvements to the place are complete, will involve the
whole Council, and take time. As such the risks and associated costs and investments
cannot be easily quantified at this time.
Unachieved Budget Reductions
6.52. The strategic governance process for monitoring the delivery of agreed budget
reduction measures, overseen by EMT, will provide visibility of progress, risks,
challenges and robust governance of the programme as a whole. Alongside, the PMO
will be monitoring and reporting on programme-wide delivery of cuts, risks and
equalities impact. Clear roles and responsibilities (between the PMO and service
Directors) have been drawn up in order to ensure there are clear lines of accountability.
6.53. In the event that this approach cannot ensure the full delivery of the budget cuts and
pressures arise in the year and are not able to be contained with Directorate budgets,
they may become an additional call on corporate provisions and reserves until
alternative cuts are agreed and implemented.
Inflation linked to National Insurance Contribution Increases
6.54. It is not yet clear to what extent third party providers will attempt and be successful in
passing on the costs of the 1.25% increase in employers national insurance
contributions to the Council via contracted services. Whilst funding has been provided
in part for these pressures in social care and considered in the allocation of the new
Services Grant, the Council’s budget allocation for contract inflation attempts to
mitigate CPI pressures only (and on a net basis), therefore these pressures may not be
able to be contained within the proposed inflation allocations and pressures funding.
Summary of Budget Pressures and Investment
6.55. In conclusion, it is a matter of good budgeting to make a general allowance for risk and
uncertainty, particularly at such a time of rapid change in the local government sector.
6.56. There are some pressures to be funded, which can be quantified within a reasonable
range. These fully commit the available £6.5m allocation and additional resources
received for 2022/23. Including the use of some funding to invest in change and
support the transformation work necessary to redesign services and improve the
Council’s culture to further collaborative working.
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6.57. There are also a number of other risks and potential budget pressures to consider
which are less easy to quantify with any certainty which may become an additional call
on reserves through the year if they arise. These will be regularly monitored and
reported.
2022/23 Budget Reduction Proposals
6.58. On the 2 February 2022, the Mayor and Cabinet agreed £11.835m of budget reduction
proposals for 2022/23, of this £10.410m are proposals which were considered as part
of the 2021/22 budget setting exercise and a further £1.425m of proposals which were
identified in 2021. A summary of these cuts is attached as Appendix Y1 and Y2 to this
report.
6.59. These budget reduction measures have been included in the 2022/23 budget
calculation. They must be achieved in order to maintain a balanced budget and
manage the persistent overspend. The delivery of these cuts will be monitored, any
shortfall will have to be covered, in the short term pending services offering alternative
proposals, through the use of reserves.
6.60. No estimates for Settlement Funding Assessment (SFA) in 2023/24 have been
provided by the Government. 2022/23 is effectively a roll forward year for the SFA, and
the outcome of the fair funding review is expected later on in 2022. The prospects for
future funding remain uncertain.
2022/23 Council Tax
6.61. In setting the Council’s annual budget, Members need to make decisions in respect of
the Council Tax.
Collection Fund
6.62. Collection Fund surpluses or deficits reflect whether the Council over or under achieves
its Council Tax collection targets. Therefore, this requires a calculation to be made of
how much the Council has already received for the Council Tax in the current and past
years and how much of the outstanding debt it expects to collect.
6.63. The statutory calculation was carried out for the 15 January (date prescribed by the
relevant statutory instrument). This calculation showed there is an estimated deficit on
the Collection Fund in respect of Council Tax, for the years to 2021/22 of £3,011,226.
This reflects the ongoing work of the Public Services team to carefully collect all
monies owing to the Council but also the impact of Covid-19 to collection and rise in
those eligible for the Council Tax Reduction scheme.
6.64. This deficit is shared with the precepting authority, the Greater London Authority (GLA),
in proportion to relative shares of budgeted Council Tax income in the current financial
year. This means that £2,407,320 of the total deficit has to be included in the
calculation of Lewisham’s budget as the additional Council Tax owed and collected in
year. The remaining balance of £603,906 is allocated to the GLA.
Council Tax Reduction Scheme
6.65. Members should note that the Council agreed on the 19 January 2022 that no changes
are to be made to the Council Tax Reduction Scheme (CTRS) for 2022/23 and that the
Council should continue to pass on the government cuts in funding to working age
claimants. Members agreed that the fixed percentage reduction in liability for the
working age claimants of the scheme should remain at 25% for 2022/23. This means
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that everyone of working-age has to continue to pay a minimum of 25% of their council
tax liability.
Council Tax Levels
6.66. In the 2022/23 provisional Local Government Finance Settlement, the Government
announced a 2% limit to the amount by which Councils can increase their Council Tax
(inclusive of levies) without a referendum. In addition, there is also the opportunity to
increase Council Tax by up to a further 1%, for the Social Care Precept in 2022/23.
The government’s assumptions in the local government finance settlement 2022/23
include the raising of both Council Tax and the Social Care precept in each and every
year to meet the recognised funding pressures faced by the sector.
6.67. In 2022/23, the recommendation is that the Council approve a 1% Social Care precept
which will provide additional funding of £1.227m, ring fenced for Adult Social Care
spend. If implemented this charge has to be identified on the face of the Council Tax
bill and made clear in the accompanying guidance for rate payers.
6.68. At the same time an increase in core Council Tax of 1.99% (i.e. within the limit of the
2% referendum threshold) would provide additional funding of approximately £2.4m.
6.69. In considering budget reduction proposals and the level of Council Tax, Members make
political judgements, balancing these with their specific legal responsibilities to set a
balanced budget for 2022/23 and their general responsibilities to steward the Council’s
finances over the medium term.
6.70. In 2021/22, the Band D Council Tax in Lewisham is £1,743.62 on a base of 88,614.3
Band D equivalent properties. Of this, £363.66 relates to the activities of the GLA which
the Council pays over to them on collection, Lewisham’s element is £1,379.96.
6.71.

The GLA is consulting on a precept of £395.59 (Band D equivalent) for 2022/23, an
increase of £31.93 or 8.781%, and a final decision is expected from them on or after
the 24 February 2022.

6.72.

For 2022/23, the Band D Council Tax in Lewisham is recommended to be £1,816.81
on a base of 88,904.9 Band D equivalent properties (the base was approved by
Council on the 19 January). Of this, £395.59 relates to the activities of the GLA which
the Council will pay over to them on collection. Lewisham’s element will therefore be
£1,421.22, which includes a 2022/23 increase of £41.26 (2.99%).

6.73. Table D5 below shows, for illustrative purposes, the Council Tax payable by a
Lewisham resident in a Band D property in 2022/23 under a range of possible Council
Tax increases, and the financial implications of this for the Council. A full Council Tax
Ready Reckoner is attached at Appendix Y4.
6.74. The starting point is for an assumed 2.99% increase in Lewisham’s Council Tax for
2022/23, which includes the maximum core increase permissible without a referendum.
Any reduction from this level of increase will reduce the level of income the Council
collects and will increase the draw on reserves for 2022/23 and the budget gap in
future years.
Table A3 – Band D Council Tax Levels for 2022/23
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Amounts payable by residents - Band D
Change in
Lewisham Council
Tax

Lewisham
element

GLA
element

Total
Council Tax

Increase
in overall
Council
Tax

Lewisham
Annual
income
forgone

£

£

£

%

£m

2.99% increase

1,421.22

395.59

1,816.81

4.20

-

2.50% increase

1,414.46

395.59

1,810.05

3.81

-0.60

2.00% increase

1,407.56

395.59

1,803.15

3.41

-1.21

1.50% increase

1,400.66

395.59

1,796.25

3.02

-1.83

1.00% increase

1,393.76

395.59

1,789.35

2.62

-2.44

0.50% increase

1,386.86

395.59

1,782.45

2.23

-3.05

Council Tax Freeze

1,379.96

395.59

1,775.55

1.83

-3.67

6.75. In January 2022 at the Council meeting, Council set the Council Tax base for 2022/23
and agreed the maximum incentives available to bring properties back into use
(increasing the premium to 300% for properties that remain empty for 10 years or more),
charge for second homes, and complete works in the shortest possible time. Council
also agreed to continue the Council Tax exemption for Care Leavers up to the age of
25 in the Borough and the introduction of a 25% sanctuary discount to residents
currently in receipt of a single person discount who accommodate a refugee in their
home.
Overall Budget Position for 2022/23
6.76. For 2022/23, the overall budget position for the Council is an assumed General Fund
Budget Requirement of £248.610m, as set out in Table D6 below:
Table A4 - Overall Budget Position for 2022/23
Detail

Expenditure/

Expenditure/

(Income)

(Income)

£m

£m

Settlement Funding Assessment (SFA) for 2022/23

(124.170)

Council Tax 2022/23 at 2.99% increase

(126.356)

Deficit on Collection Fund

2.407

NNDR pressure

6.000

Business Rates S31 Grant Applied*
Assumed Budget Requirement for 2022/23
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(6.491)
(248.610)

Detail

Expenditure/

Expenditure/

(Income)

(Income)

£m

£m

Base Budget for 2021/22

243.100

Plus: Additional Pay inflation

2.710

Plus: Non-pay Inflation

2.735

Plus: National Insurance Uplift

1.300

Plus: Budget pressures to be funded

6.500

Plus: Adult Social Care Precept

1.227

Plus: Uplift in Social Care Grant

1.950

Plus: Market Sustainability and Fair Cost of Care Fund

0.923

Less: Budget reductions proposed for 2022/23

(11.835)

Total

248.610

*Note: the S31 grants applied include the Council’s Tax Income Guarantee grant provided to
recognise the impact of Covid on the council tax and business rates collection funds for
2020/21.
6.77. The statutory calculation for the 2022/23 budget requirement is attached to this report
at Appendix Y6.
6.78. At this time, on the budget assumptions for the General Fund set out above, no use of
reserves is required for 2022/23 to enable the Council to set a balanced budget.
Fees and Charges – 2022/23
6.79. Lewisham Council is involved in a wide range of services and the ability to charge for
some of these services has always been a key funding source to support the cost of
providing the service. The Local Government Act 2000 gave local authorities a wide
power to act for the economic, social and environmental well-being of their areas. The
general power to charge for discretionary services was included in the Local
Government Act 2003.
6.80. The Fees and Charges report aims to ensure a structured, transparent process to
review and approve the proposed fees and charges for the coming financial year. The
report setting out the fees and charges for 2022/23 and the relevant service
commentary are included at Appendix Y8.
Use of Provisions and Reserves
6.81. If the need should arise to balance the budget for any in-year pressures using
reserves, the Executive Director for Corporate Resources advises that ongoing
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measures should be identified to rectify this position as quickly as possible and in any
event, by the following year. The use of once off resources is therefore just delaying
the need to make an equivalent level of saving in the following year.
6.82.

In addition to the above, as part of the accounts closing process, the ability for the
Council to replenish reserves for ongoing work planned for over more than one year
and the impact of any risks will be reviewed and assessed and reported on. These
risks include:


Government funding support for the impact of Covid-19 may be insufficient;



Agreed budget reduction proposals experience delays or are not delivered;



Service pressures cause overspends;



Transformation and change projects overrun;



Capital programme overruns hit revenue; and



Further savings are not identified, putting strain on future budgets.

6.83.

Further discussion of the use of reserves and planning for future budgets will be
reviewed and brought back for Member consideration as part of the next Medium Term
Financial Strategy update in July 2022.

7.

Other grants and future years’ budget strategy

7.1.

This section of the report considers the other funding streams which the Council
currently receives and implications for future years. The critical point for the budget is
that spend of these grants is managed by the Council to ensure commitments are
maintained within the resources available. This is to avoid putting pressure on the
General Fund.

7.2.

These other funding streams are Public Health, Better Care Fund, and various other
grants. This section of the report is structured as follows:


New Homes Bonus;



Better Care Fund and improved Better Care Fund 2022/23;



Public Health Grant 2022/23;



Social Care Grant;



Adult Social Care Precept;



Lower Tier Services Grant;



Market Sustainability and Fair Cost of Care Fund; and



Services Grant

New Homes Bonus
7.3.

The New Homes Bonus (NHB) sits alongside the Council’s planning system and is
designed to create a fiscal incentive to encourage housing growth. The Ministry of
Housing, Communities and Local Government (MHCLG) has been paying the NHB as
un-ringfenced grant to enable local authorities to decide how to spend the funding. The
scheme design sets some guidance about the priorities that spend should be focused
on, in that it is being provided to ‘help deliver the vision and objectives of the
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community and the spatial strategy for the area and in line with local community
wishes’.
7.4.

In the provisional Local Government Finance Settlement statement, the Secretary of
State announced that for 2022/23 the NHB would ‘roll forward’ for one more year but
without legacy payments.

7.5.

The provisional allocation for 2022/23 in Lewisham is £1.011m, this is a reduction on
the 2.652m received in 2021/22 as a result of the loss of legacy payments. Given the
reducing and uncertain nature of this funding the NHB is being treated as one off
monies to be used to support ‘task and finish’ activities, not recurring spend. For
2022/23 this will be for supporting Covid recovery work to make the most of the
opportunities to deliver the place and community support needed in the Borough.
Better Care Fund and improved Better Care Fund

7.6.

The national Better Care Fund (BCF) was announced by the Government in the June
2013 Spending Round, to support transformation and integration of health and social
care services to ensure local people receive better care. The BCF is a pooled budget
paid to the National Health Service (NHS) that shifts resources into social care and
community services for the benefit of the NHS and local government. The BCF does
not represent an increase in funding but rather a realignment of existing funding
streams with new conditions attached.

7.7.

For Lewisham the value in 2021/22 is £24.581m, increased from £23.287m in 2020/21.
The allocation for 2022/23 is expected to be at least the same although local
allocations have yet to be confirmed. The local plan must be agreed with the Clinical
Commissioning Group (CCG), currently the Lewisham CCG but which will in future be
the South East London (SEL) CCG, and will require the approval of NHS England.

7.8.

The Fund must be used in accordance with the final approved plan and through a
section 75 pooled fund agreement. The full value of the element of the Fund linked to
non-elective admissions reduction target is be paid over to Lewisham CCG at the start
of the financial year. However, the CCG may only release the full value of this funding
into the pool if the proposed admissions reduction target is met. If the target is not met,
the CCG may only release into the pool a part of that funding proportionate to the
partial achievement of the target. Any part of this funding that is not released into the
pool due to the target not being met must be dealt with in accordance with NHS
England requirements. The partners have agreed contingency arrangements to
address this risk and they will continue into 2022/23.

7.9.

In 2017/18, the government also introduced the improved Better Care Fund (iBCF) to
work alongside the BCF. The iBCF in 2021/22 is £14.502m with the formerly separate
winter pressures funding included. This grant has increased to £14.941 for 2022/23,
this is intended to fund adult social care activity. Plans for its use in 2022/23 will also
require the agreement of local CCG. The grant is likely to be spent in substantially the
same way as in 2021/22.
Public Health Grant

7.10.

In 2021/22, the Council’s allocation for Public Health Grant is £25.4m, increased from
the £24.8m allocation in 2020/21. The 2021 Spending Review indicated that this is
expected to rise by inflation in 2022/23 but allocations have not yet been published.

7.11.

The grant remains ring-fenced and the agreed commitment of these funds will
therefore need to be reviewed annually by the Director of Public Health in consultation
with the section 151 officer.
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Social Care Grant
7.12.

The provisional Local Government finance settlement in December 2022 committed
£636m more for Social Care grant nationally for 2022/23. This has increased
Lewisham’s grant from £10.773m in 2021/22 to £14.622m (a 35.7% increase) with the
discretion to spend this on both adults and children social care. The budget proposes
that of the increase of £3.852 for 2022/23, £1.95m be taken into base budget
considerations to support new pressures in Children’s and Adult’s Social Care and that
the remaining £1.9m be utilised to support once off pressures within these services.
The detail is set out in the allocation of resources to pressures in section 6 above.
Social Care Precept

7.13.

The 1% precept on Council Tax for social care (expected to be £1.2m in 2022/23) will
be used to address the increased levels of packages of care required in Adult Social
Care as well as the changing and increased complexity of the care needs.
Lower Tier Services Grant

7.14.

The Lower Tier Services Grant for 2022/23 is £0.802m, increased slightly from the
£0.7m allocation in 2021/22, consistent with 2021/22 this grant will be used to fund
once off pressures across the General Fund.
Market Sustainability and Fair Cost of Care Fund

7.15.

In 2021 Government announced wide-ranging and ambitious reform of the adult social
care system, intended to protect people from unpredictable costs, offer more choice
and control over care received, offers outstanding quality and is accessible to those
that need it. This reform must be underpinned by a sustainable care market. To
support this ambition and fund the implementation of the reforms government
announced an additional £1.4bn of funding over the next three years. For Lewisham in
2022/23 this is a grant allocation of £0.902m. This funding will be ring-fenced for Adult
Social Care pressures arising from the implementation of the reforms to support the
care market.
Services Grant

7.16.

The new one off Services Grant will be used to offset demand led pressures, increased
hospital discharges and other COVID costs that are highly likely to continue into
2022/23. The Department of Levelling Up Communities and Housing (DLUCH) have
explicitly stated that the Services Grant is a once-off funding source and will not be
taken into consideration for transitional protection or as part of our core funding when
the Fair Funding Review takes place, with likelihood of funding to be directed out of
London. As such, this funding cannot be used to support our baseline funding
requirement but can provide us with once-off capacity to manage the financial risks we
are carrying as set out in section 6 above.

8.

Dedicated schools grant and pupil premium
Update on 2022/22 Dedicated Schools Grant
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8.1.

The gross level of the Dedicated Schools’ Grant (DSG) for 2021/22 is £313.268m,
following the adjustment undertaken by the DfE to recoup funding for Academy
Schools and the adjustment necessary for the inter-borough use of high needs places,
the net budget is £273.4m.

8.2.

Overall, the 2021/22 DSG outturn is currently expected to be overspent by between
£5m to £6m as a consequence of the pressure on the High Needs Block, this increases
to £11m as £5m has been brought forward from 2020/21. Officers within the CYP
directorate are progressing a detailed mitigation plan, the basis of which will be used to
develop a Management Action Plan for submission to the DfE, this is a requirement
where an overspend is forecast. The mitigation plan is being progressed in partnership
with the Schools Forum, and this includes a working group of Head teacher
representatives and Officers.

8.3.

Schools have faced enormous challenges this year to deliver the School’s Curriculum
whilst complying with the necessary Covid regulations. It was noted with extreme
disappointment that very limited funding support has been provided to schools, and
there are now 12 schools with deficits.

8.4.

The Schools Finance Team (SFT) will continue to work with schools in developing
sustainable budget plans. These plans now incorporate management metrics which
have been developed to enable schools to be more strategic in their approach to
setting and managing budgets. For example, these metrics allow schools to compare
and benchmark their resource deployment on leadership, teaching, support
administration, and contact time to name a few. In 2020/21, the SFT launched a
process known as Deficit Prevention Plans which enable schools to work effectively
towards a 3 year balanced budget position, and the feedback from schools has been
very positive, this approach continues.
Dedicated Schools’ Grant and Pupil Premium for 2022/23

8.5.

This section of the report considers the Dedicated Schools’ Grant (DSG) and the Pupil
Premium Grant for 2022/23.

8.6.

The Dedicated Schools Grant is the main source of funding for Schools and Early Year
Providers. The grant is constituted of four parts, the Schools Block, Central Services
Schools Block (CSSB), High Needs Block (HNB), and the Early Years Block (EYB).
There is a national funding formula which determines each of the blocks and
collectively determines the overall DSG. The provisional allocation of DSG for 2022/23
is £316.49m, an increase of £3.222m on the 2021/22 budget.

8.7.

It should be noted that this is the gross DSG allocation before the adjustment
undertaken by the DfE to recoup funding for Academy Schools and the adjustment
necessary for the inter-borough use of high needs places.

8.8.

The Schools Block is the main basis to support the Schools Delegated budget share,
and overall this is lower relative to 2021/22. The funding per pupil increased by 2% for
primary and 2.5% for secondary school pupils, however a 4.2% fall in the number of
primary school pupils has meant that the overall allocation is lower than the current
year.

8.9.

The High Needs Block which supports SEND remains under continued financial strain,
despite the net increase in funding of circa £5.5m. This increase is made up of £3.8m
uplift in the base (an 8% increase) as well as increases in price, pupil numbers and the
hospital element of funding. A point to note is that the pupil led funding is based on
pupils in special schools and units. As the Council’s mitigation strategy progresses
towards more in house provision, funding should also improve which is a double benefit
as costs would also reduce from in house provision.
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8.10. The Central School Services Block has again been reduced in 2022/23, with a
reduction of £0.567m from 2021/22. This reduces the funding available to support
Local Authority Statutory functions. The service is currently working with Schools to
consider how the delivery of Statutory and Regulatory services can be met within the
reduced funding levels.
8.11. Early Years Funding – the funding for this area remains provisional subject to a pupil
data cleansing exercise in January 2022 and January 2023, as such the final budget
will not be known until the summer of 2023, which is in line with previous years. The
DfE utilised the estimated 2021/22 position data for the indicative settlement. This
included an increase in hourly rates of 17p (per hour) for 3 and 4 year olds and an
increase of 21p (per hour) for 2 year olds. Schools forum at its meeting of the 16th
December 2021 approved the distribution of the funding between hourly rate paid to
providers, inclusion fund, deprivation fund and central holdback, in compliance with the
current local determination. The increased funding is mainly targeted to support
providers whilst continuing to build on support for an inclusion fund, which plays an
important part in the Early Help and prevention strategy.
8.12. The pupil premium will continue in the 2022/23 financial year. Funding rates for the
Pupil Premium in financial year 2022/23 are assumed to stay the same as for 2021/22,
which is £13.066m. However, for 2022/23, the DfE has also confirmed that the
methodology for distribution will change from the January schools census to the
October school census, with no transitional support provided. Further information is
expected in summer 2022.
8.13. The autumn 2021 spending review confirmed £1.6 billion funding for schools and high
needs, for the period 2022 to 2023. In 2022/23, schools will be allocated £1.2 billion of
this additional funding, to provide support for the costs of the Health and Social Care
Levy and wider costs. This funding will be allocated through the schools supplementary
grant 2022 to 2023. The Council has yet to receive detailed information on the school
by school allocation, however we have been advised as follows:



£6,211,008 for schools (unclear whether this is just for 5 to 16 year olds)
2,632,908 for High Needs Block

8.14. The schools supplementary grant will fund the following providers:









maintained nursery schools
primary and secondary maintained schools
primary and secondary academies and free schools
all through maintained schools
all through academies
16 to 19 maintained schools
16 to 19 academies
city technology colleges

8.15. The schools supplementary grant will only be payable to public sector employers. This
means that further education colleges, sixth form colleges, independent learning
providers, as well as private and voluntary sector early years providers will not be
eligible to receive this funding, creating a risk that certain providers remain unfunded.
Schools Forum will continue to assess and consider this as part of decision making
with regards to the high needs block.
8.16. Whilst there is extra funding in the settlement, many costs are rising by more than
funding, exasperated further where pupil numbers are falling, and the ongoing impact
of Covid continues to remain unfunded by government. Schools continue to face
pressures in their budgets, for example, salary increments, non-teaching pay increase,
contract price increases including utilities, and the Apprenticeship Levy.
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8.17. Table B1 below sets out the gross DSG provisional allocation.

Table B1: DSG Allocation
Schools
block (£m)

Central
school
services
block (£m)

High
needs
block (£m)

A

B

C

Early
years
block (£m)
D

Total DSG
allocation
(£m)
E=A+B+C+D

2022/23

221.069

3.693

67.608

24.119

316.489

2021/22

222.769

4.261

62.072

24.166

313.268

-1.700

-0.568

5.536

-0.047

3.221

Movement

Pupil Numbers
8.18. The total changes in pupil numbers are as shown in table B2 below. Overall there is a
reduction in numbers of 949 which, whilst relatively small at present, is the fourth
consecutive year of falls and an increase from the prior year, and a risk for the schools
concerned as funding for schools is driven by pupil numbers and associated
characteristics (e.g. Free School Meals). This reduction in numbers could potentially
have implications for those schools directly affected.
Table B2: Pupil Numbers
Oct-21

Oct-20

Change No

Change %

Primary

23,003

24,000

-997

-4.15%

Secondary

11,404

11,356

48

0.42%

Net

34,407

35,356

-949

-2.68%

High Needs Block
8.19. In recognition of the pressures facing high needs, the Government has increased
funding to Local Authorities to support high needs. The 2022/23 allocation for
Lewisham is an overall net increase of £5.536m, which against the 2021/22 allocation
of £62.072m is an 8.2% increase. This is partially due to an increase of 120 funded
pupils.
8.20. It is expected that the High Needs Block will overspend for 2021/22 by up to £6m which
will be the first call on this budget, this is after an increase in funding in the High Needs
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Block of £6.8m, plus £1.1m from schools block. In addition to this there remains a £5m
overspend brought forward from 2020/21, providing a revised cumulative overspend
position of £11m. There is a mitigation plan in place that is being progressed with
Schools Forum.
Potential Risks
8.21. As set out in this section, there remain a number of risks in respect of funding for
schools. These include:










Impact of any overspends and the resultant requirement to establish a deficit
recovery plan if the overspend is greater than 1%. In the event that the deficit
cannot be contained, this pressure could potentially fall on the Schools Block, or
potentially the General Fund triggering a review of services within CYP;
In 2019, the DfE introduced changes which now mean that where schools have
deficits, these must be held against the overall schools reserves not exceeding
40%. However, if, on conversion to an academy, a school has a deficit this must
supported by the local authority;
Schools continue to face pressures arising from changes in policy. Examples
include teachers’ pay awards, support staff pay award, and pension’s changes.
This could have varying degree of impact for Schools;
Budget plans from Schools suggest that some are operating with a structural deficit
dependent on reserves. Schools Finance are working with these schools to
mitigate this risk;
Risk of Covid-19 on schools balances; recognising that very limited funding has
been made available to schools in terms of dealing with the associated costs of
delivering the Schools’ Curriculum during the pandemic;
The rising costs of utilities has not been recognised in the funding allocations, and
schools may struggle to meet these costs over the coming year; and
The forecast level of inflation may mean that contract uplifts and potential pay
awards will outstrip the increases in the funding allocations.

9.

Consultation on the budget

12.1.

In setting the various budgets, it is important to have extensive engagement with
citizens to consider the overarching challenge facing public services in Lewisham over
the next few years. To this end, the Council has undertaken a range of engagement
and specific consultation exercises. The specific consultation exercises were:
Rent Setting and Housing Panel

12.2.

As in previous years, tenants’ consultation was undertaken via Housing Panel
meetings. The details of this was presented to Mayor and Cabinet in the Housing
Revenue Account Budget report on the 12 January 2022.
Business Ratepayers

12.3.

Representatives of business ratepayers were consulted online on Council’s outline
budget between 7 January and 27 January 2022. The results of this consultation will be
available for the meeting on the 9 February 2022.

10.

Financial implications
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13.1.

This entire report deals with the Council’s Budget. Therefore, the financial implications
are explained throughout.

11.

Legal implications

14.1.

Many legal implications are referred to in the body of the report. Particular attention is
drawn to the following:
Balanced Budget

14.2.

In accordance with the Local Government Act 1992 the Council must set its Council
Tax for 2021/2022 before 11 March 2021. By law it may not set the Council Tax before
receipt of confirmation of the precept from the precepting authority, the GLA which is
anticipated on 26 February. A report will be prepared for the Council meeting on 3
March 2021 on the basis of indications from the GLA but the report will be despatched
before their final decision. The Executive Director for Corporate Resources will update
the Council accordingly before it makes its decision.

14.3.

Following the introduction of the Local Authorities (Standing Orders)( Amendment)
Regulations 2014 the Council’s Constitution was amended to require that when the
Council votes on key budget and Council Tax decisions, the vote must be
recorded. This requirement will apply when the Council meets to set the Council Tax.

14.4.

Members have a duty to ensure that the Council acts lawfully. It must set and maintain
a balanced budget each year. The Council must take steps to deal with any projected
overspends and identify cuts or other measures to bring the budget under control. If the
Capital Programme is overspending, this may be brought back into line through cuts,
slippage, or contributions from revenue. The proposals in this report are designed to
produce a balanced budget in 2021/22.

14.5.

In this context, Members are reminded of their fiduciary duty to the Council Tax payer,
effectively to act as trustee of the Council’s resources and to ensure proper
custodianship of Council funds.
An annual budget

14.6.

By law, the setting of the Council’s budget is an annual process. However, to enable
meaningful planning, a number of cuts proposals for 2021/22 were anticipated in the
course of the budget process. The first round of cuts were approved by Mayor and
Cabinet on 9 December 2020. The second round is on the same agenda as this report
and will be considered by Mayor and Cabinet before consideration of the
recommendations in this report. They are listed in Appendix Y1 and Appendix Y2
respectively of this report. This report is predicated on taking all of the agreed and
proposed budget cuts and those budget cuts being successfully implemented If not,
any shortfall will have to be met through adjustments to the annual budget in this report
with the use of reserves.

14.7.

The body of the report refers to the various consultation exercises (for example with
tenants and businesses) which the Council has carried out/is carrying out in
accordance with statutory requirements relating to this budget process. Mayor and
Cabinet must consider the outcome of that consultation with an open mind before
reaching a decision about the final proposals to Council. It is noted that the outcome of
consultation with business rate payers will only be available from the 2 February 2021
and any decisions about the Mayor and Cabinet’s proposals on the budget are subject
to consideration of that consultation response which will be reported to Mayor and
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Cabinet in the budget update report scheduled for the 10 February. Until the outcome
of the consultation and any relevant matters are considered by M&C, the decisions
sought in this report cannot be final.
Referendum
14.8.

Sections 72 of the Localism Act 2011 and Schedules 5 to 7 amended the provisions
governing the calculation of Council Tax. They provide that if a Council seeks to
impose a Council Tax increase in excess of limits fixed by the Secretary of State, then
a Council Tax referendum must be held, the results of which are binding. The Council
may not implement an increase which exceeds the Secretary of State’s limits without
holding the referendum. Were the Council to seek to exceed the threshold, substitute
calculations which do not exceed the threshold would also have to be drawn up. These
would apply in the event that the result of the referendum is not to approve the
“excessive” rise in Council Tax. Attention is drawn to the statement of the Secretary of
State that the Council may impose a precept of 3% on the Council Tax, ring-fenced for
social care provision, and may impose an additional increase of less than 2% without
the need for a referendum. The maximum proposed Council Tax increase is 4.99% and
therefore below the combined limit.

14.9.

In relation to each year the Council, as billing authority, must calculate the Council Tax
requirement and basic amount of tax as set out in Section 31A and 31B of the Local
Government Finance Act 1992. These statutory calculations appear in Appendix Y6.
Robustness of estimates and adequacy of reserves

14.10. Section 25 of the Local Government Act 2003 requires, when the authority is making its
calculations under s31 of the Local Government Finance Act 1992, the Chief Finance
Officer to report to it on:(a) the robustness of the estimates made for the purposes of the Calculations; and
(b) the adequacy of the proposed financial reserves.
14.11. The Chief Financial Officer’s section 25 statement will be appended to the Budget
Report to Mayor & Cabinet on 9 February 2022 as Appendix Y5.
Constitutional provisions
14.12. Legislation provides that it is the responsibility of the full Council to set the Council’s
budget. Once the budget has been set, save for those decisions which they are
precluded from, it is for the Mayor and Cabient to make decisions in accordance with
the statutory policy framework and that are not wholly inconsistent with the budget. It is
for the Mayor and Cabinet to have overall responsibility for preparing the draft budget
for submission to the Council to consider. If the Council does not accept the Mayor and
Cabinet’s proposals, it may object to them and ask them to reconsider. The Mayor and
Cabinet must then reconsider and submit proposals (amended or unamended) back to
the Council which may only overturn them by a two-thirds majority.
14.13. For these purposes the term “budget” means the “budget requirement (as provided for
in the Local Government Finance Act 1992) all the components of the budgetary
allocations to different services and projects, proposed taxation levels, contingency
funds (reserves and balances) and any plan or strategy for the control of the local
authority’s borrowing or capital expenditure.” (Chapter 2 statutory guidance).
14.14. Authorities are advised by the statutory guidance to adopt an inclusive approach to
preparing the draft budget, to ensure that councillors in general have the opportunity to

Is this report easy to understand?
Please give us feedback so we can improve.
Go to https://lewisham.gov.uk/contact-us/send-us-feedback-on-our-reports

be involved in the process. However, it is clear that it is for the Mayor and Cabinet to
take the lead in that process and proposals to be considered should come from them.
The preparation of the proposals in this report has involved the Mayor and Cabinet, the
Council’s select committees and the Public Accounts Select Committee in particular,
thereby complying with the statutory guidance.
Statutory duties and powers
14.15. The Council has a number of statutory duties which it must fulfil by law. It cannot
lawfully decide not to carry out those duties. However, even where there is a statutory
duty, the Council often has discretion about the level of service provision. Where a
service is provided by virtue of a Council power rather than a duty, the Council is not
bound to carry out those activities, though decisions about them must be taken in
accordance with the decision making requirements of administrative law.
Reasonableness and proper process
14.16. Decisions must be made reasonably taking into account all relevant considerations and
ignoring irrelevancies. Members will see that in relation to the proposed budget cuts
there is a summary at Appendix Y1 and Y2. If the Mayor and Cabinet decides that the
budget for that service must be reduced, the Council’s reorganisation procedure
applies if staffing numbers would reduce. Staff consultation in accordance with that
procedure will be conducted and in accordance with normal Council practice, the final
decision would be made by the relevant Executive Director under delegated authority.
14.17. It is also imperative that decisions are taken following proper process. Depending on
the particular service concerned, this may be set down in statute, though not all legal
requirements are set down in legislation.
14.18. For example, depending on the service, there may need to be a need to consult with
service users and/or others. The requirement to consult may arise by statute or there
may be a legitimate expectation of consultation. A legitimate expectation will arise if a
specific promise has been made to do something (for example as in the Lewisham
Compact with the voluntary sector) or if it has become practice to consult on particular
matters. Where there is a requirement to consult, any proposals in this report must
remain proposals unless and until that consultation is complete and the responses
have been brought back in a further report for consideration with an open mind before
any decision is made.
Staff consultation
14.19. Where proposals, if accepted, would result in 100 redundancies or more within a 90
day period, an employer is required by Section 188 of the Trade Union and Labour
Relations (Consolidation) Act 1992 as amended, to consult with the representatives of
those who may be affected by the proposals. The consultation period is at least 45
days. Where the number is 20 or more, but 99 or less the consultation period is 30
days. This requirement is in addition to the consultation with individuals affected by
redundancy and/or reorganisation under the Council’s own procedure.
Best Value
14.20. Under section 3 of the Local Government Act 1999, the Council is under a best value
duty to secure continuous improvement in the way its functions are exercised, having
regard to a combination of economy, efficiency, and effectiveness. It must have regard
to this duty in making decisions in relation to this report.
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Integration with health
14.21. Members are reminded that provisions under the Health and Social Care Act 2012
require local authorities in the exercise of their functions to have regard to the need to
integrate their services with health. See “Legal implications” in the guidance for more
information.

12.

Equalities implications

15.1.

The Equality Act 2010 (the Act) introduced the public sector equality duty (the equality
duty or the duty). It covers the following nine protected characteristics: age, disability,
gender reassignment, marriage and civil partnership, pregnancy and maternity, race,
religion or belief, sex and sexual orientation.

15.2.

In summary, the Council must, in the exercise of its functions, have due regard to the
need to:


eliminate unlawful discrimination, harassment and victimisation and other conduct
prohibited by the Act.



advance equality of opportunity between people who share a protected
characteristic and those who do not.



foster good relations between people who share a protected characteristic and
those who do not.

15.3.

The duty continues to be a “have regard duty”, and the weight to be attached to it is a
matter for the Mayor and Cabinet, bearing in mind the issues of relevance and
proportionality. It is not an absolute requirement to eliminate unlawful discrimination,
advance equality of opportunity or foster good relations. Assessing the potential impact
on equality of proposed changes to policies, procedures and practices is one of the key
ways in which the Council can demonstrate that they have had ‘due regard’.

15.4.

The Equality and Human Rights Commission issued Technical Guidance on the Public
Sector Equality Duty and statutory guidance entitled “Equality Act 2010 Services,
Public Functions & Associations Statutory Code of Practice”. The Council must have
regard to the statutory code in so far as it relates to the duty and attention is drawn to
Chapter 11 which deals particularly with services and public functions. The Technical
Guidance also covers what public authorities should do to meet the duty. This includes
steps that are legally required, as well as recommended actions. The guidance does
not have statutory force but nonetheless regard should be had to it, as failure to do so
without compelling reason would be of evidential value. The statutory code and the
technical guidance can be found at: http://www.equalityhumanrights.com/legal-andpolicy/equality-act/equality-act-codes-of-practice-and-technical-guidance/

15.5.

The Equality and Human Rights Commission (EHRC) has previously issued five guides
for public authorities in England giving advice on the equality duty:
1. The essential guide to the public sector equality duty
2. Meeting the equality duty in policy and decision-making
3. Engagement and the equality duty
4. Equality objectives and the equality duty
5. Equality information and the equality duty

15.6.

The essential guide provides an overview of the equality duty requirements including
the general equality duty, the specific duties, and who they apply to. It covers what
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public authorities should do to meet the duty including steps that are legally required,
as well as recommended actions. The other four documents provide more detailed
guidance on key areas and advice on good practice. Further information and resources
are available at: http://www.equalityhumanrights.com/advice-and-guidance/publicsector-equality-duty/guidance-on-the-equality-duty/
15.7.

The EHRC has also issued Guidance entitled “Making Fair Financial Decisions”. It
appears at Appendix Y9 and attention is drawn to its contents.

15.8.

Assessing impact on equality is not an end to itself and it should be tailored to, and be
proportionate to, the decision being made. Whether it is proportionate for the Council to
conduct an Equalities Analysis Assessment of the impact on equality of a financial
decision or not depends on its relevance to the Authority’s particular function and its
likely impact on people from protected groups, including staff.

15.9.

Where proposals are anticipated to have an impact on staffing levels, it will be subject
to consultation as stipulated within the Council’s Employment/Change Management
policies, and services will be required to undertake an Equalities Analysis Assessment
(EAA) as part of their restructuring process.

15.10. It is also important to note that the Council is subject to the Human Rights Act, and
should therefore, also consider the potential impact their particular decisions could
have on human rights. Where particular cuts have such implications, they must be
dealt with and considered in relation to those particular proposals before any final
decision is made.

13.

Climate change and environmental implications

16.1.

Section 40 of the Natural Environment and Rural Communities Act 2006 states that:
‘every public authority must, in exercising its functions, have regard, so far as is
consistent with the proper exercise of those functions, to the purpose of conserving
biodiversity’.

16.2.

Overall there are limited changes to the budget structure and service funded either
from agreed reductions or pressures funded. The environment considerations for any
cuts were specifically considered as part of those proposals agreed by M&C. The
environment considerations for the pressures to be funded in 2022/23, for example air
quality, home energy, and healthier neighbourhood initiatives are positive.

14.

Crime and disorder implications

17.1.

Section 17 of the Crime and Disorder Act 1998 requires the Council when it exercises
its functions to have regard to the likely effect of the exercise of those functions on, and
the need to do all that it reasonably can to prevent, crime and disorder in its area.

17.2.

There are no specific crime and disorder implications arising from this report.

15.

Health and wellbeing implications

18.1.

There are no specific health and well being implications arising from this report.

16.

Background papers
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Short Title of Report

Date

Location

14 July 2021
(M&C)

1st Floor
Laurence House

David Austin

Budget Reductions Report 2022/23

2 February
2022 (M&C)

1st Floor
Laurence House

David Austin

Council Tax Base

19 January
2022 (Council)

1st Floor
Laurence House

David Austin

Medium Term Financial Strategy

17.

Contact

Glossary

Term

Definition

Collection Fund

A statement that shows the transactions of the billing authority
in relation to non-domestic rates and the Council Tax, and
illustrates the way in which these have been distributed to
preceptors and the General Fund.

General Fund

This is the main revenue account which summarises the cost
of all services (except those related to Council Housing and
Locally Managed Schools) provided by the Council.

Housing Revenue Account

Reflects a statutory obligation to account separately for local
authority housing provision. It shows the major elements of
housing revenue expenditure and how this is met by rents,
subsidy and other income.

Reserves

Amounts set aside for purposes falling outside the definition of
provisions made above are considered as reserves.

Revenue Support Grant

A general grant paid by Central Government to local
authorities to help them finance the cost of their services,
distributed on the basis of government relative needs
formulas.

18.

Report author and contact
David Austin – Director of Finance david.austin@lewisham.gov.uk
Katharine Nidd – Head of Strategic Finance, Planning and Commercial
katharine.nidd@lewisham.gov.uk
Financial implications on behalf of the Executive Director for Corporate Resources
were provided by the report authors.
Legal implications on behalf of the Monitoring Officer were provided by Katherine
Kazantzis.
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19.

Appendices
Y1

Summary of previously agreed budget reduction proposals for 2022/23
(Approved 2021)

Y2

Summary of previously agreed budget reduction proposals for 2022/23
(Approved 2022)

Y3

Budget reduction proposals - allocation to Base Budget and Overspend

Y4

Ready Reckoner for Council Tax 2022/23

Y5

Chief Financial Officer’s Section 25 Statement – to follow

Y6

Council Tax and Statutory Calculations

Y7

Summary of risks and pressures to be funded

Y8

2022/23 Proposed Fees and Charges

Y9

Making Fair Financial Decisions
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