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PART 1 
 
1.1 Executive Summary 
 
1.1.1 This is the initial report to Cabinet outlining the process to be adopted for the Authority’s 

Financial Planning and Budget process for 2022/23 as part of the proposed framework 
for the four years 2022/23 to 2025/26.  Further reports will follow as part of the process 
of setting the Authority’s Budget for the financial year 2022/23.  The next report to 
Cabinet will be on 29 November 2021 and will outline Cabinets initial Budget proposals. 

 
 This report sets out information in relation to the proposed 2022-2026 Financial 

Planning and Budget process, including key decision milestones. This will include: 
 A review of the Medium-Term Financial Strategy (MTFS) and Medium-Term 

Financial Plan (MTFP); 
 Development of the detailed General Fund and Housing Revenue Account 

Budgets for 2022/23; 
 An update of the Investment Plan and the Treasury Management Strategy; and 
 The Budget Engagement Strategy to be adopted as part of the 2022-2026 

Financial Planning and Budget process. 
 
1.1.2 While this report forms an important part of the Authority’s Budget-setting process for the 

2022/23 Budget, it also provides Cabinet with an overview of the potential financial 
implications of COVID-19, for both the current year and for the period of the Authority’s 
Medium-Term Financial Strategy (MTFS).  An initial review of the MTFS has been carried 



out in light of future government announcements and, as the scale of the financial impact 
of COVID-19 becomes clear, it will need to be updated. 
 

1.1.3 In addition, this report acknowledges the continuing exceptional circumstances in which 
the 2022/23 Budget will need to be prepared as the Authority starts to emerge from the 
pandemic.  This will have an impact on the organisation’s ability to achieve planned 
Budget savings and income for 2022/23, its capacity to develop and deliver new Budget 
proposals for 2022/23, and on the wider Budget position, which is the subject of 
extremely high levels of uncertainty.  The report sets out details of a proposed Budget 
planning process for 2022/23 but recognises that there will be a need for flexibility.  In 
this context, the report also provides a summary of key areas of wider risk and 
uncertainty for Cabinet to consider. 

 
1.2 Recommendations 
 
 It is recommended that Cabinet: 
 

(a) notes the revised Medium-Term Financial Strategy and the proposed principles for 
Budget planning for 2022/23, as set out at Appendix A and section 1.5.8; 
 

(b) approves the proposed outline 2022-2026 Financial Planning and Budget process 
which incorporates the key decision milestones and dates, as set out at Appendix B;  

 
(c) recognises that there may be a requirement for flexibility within both the Budget-

setting process and the assumptions used, as a result of future Government 
announcements and other developments relating to COVID-19; 
 

(d) approves the Budget Engagement Strategy as part of the 2022-2026 Financial 
Planning and Budget process as set out at Appendix C; and 

 
(e) considers the key Budget risks and uncertainties as set out in the Medium-Term 

Financial Strategy, including the implications of announcements made at the Spring 
Budget 2021 and subsequently as part of the COVID-19 response. 
 

1.3 Forward Plan: 
 
 Twenty eight days notice of this report has been given and it first appeared on the 

Forward Plan that was published on 20 August 2021. 
 
1.4 Information 

 
Council Plan and Policy Framework  
 
1.4.1 The Budget and Policy Framework Procedure Rules are set out in Part 4.7 of the 

Authority’s Constitution.  The Budget is guided by paragraph 4.7.3 covering the process 
for the preparation, consideration and final approval of the Authority’s Budget.  The 
constitutional requirements for preparing, considering and approving the Budget drive 
the timetable for the Financial Planning and Budget process. 

 
1.4.2 The development of the Budget will follow the process laid down in the Authority’s 

Constitution.  The Financial Planning and Budget process is a fundamental part of the 
overall governance and assurance framework of the Authority.  This in turn provides 
assurance that the Budget is considered as part of preparing the Annual Governance 
Statement to Council each year. 



 
1.4.3 The priorities in the Council Plan (the “Our North Tyneside Plan”) provide the strategic 

policy framework within which Budget resources will be allocated for 2022-2026. 
 

Background 
 
1.4.4 The last few years have been uncertain and challenging for local government but 

financial planning for 2022/23 is particularly difficult.  Since March 2020, the COVID-19 
pandemic has repeatedly highlighted the vital role that the Authority continues to play in 
supporting vulnerable people and communities across the Borough.  This once again 
demonstrates the critical need to set a balanced and sustainable budget to enable the 
Authority to continue to deliver the services which are so important for all North 
Tyneside’s residents, businesses and visitors.  This report therefore sets out the 
process by which the Authority will build on the 2021/22 Budget in order to develop the 
detailed financial plans for future years, which will secure the Authority’s financial 
position and safeguard the provision of essential services into 2022/23 and beyond. 

 
1.4.5 The Chancellor of the Exchequer, Rishi Sunak, delivered the Spring 2021 Budget on 3 

March 2021.  This was only the Chancellor’s second Budget, but as part of the 
Government’s response to COVID-19 there have been 13 major fiscal announcements 
since the previous Budget on 11 March 2020.  This was also the first budget since the 
UK entered the various lockdowns imposed in response to COVID-19, and the UK’s 
departure from the European Union.   

 
 The Chancellor confirmed that economic support will be maintained until the country 

has exited lockdown.  This includes extensions to furlough, support for the self-
employed, support for businesses in the form of business rate relief and targeted grants, 
and education catch-up funding. 

 
1.4.6 The Government continues to explore the long-term reform of adult social care, the Fair 

Funding and Business Rates Retention reviews have been pushed back to April 2023 at 
the earliest, and the future of Government grants such as the Better Care Fund and 
Troubled Families are also uncertain.  The outcome of these has the potential for a 
significant impact on local government and, in the absence of any announcements, this 
only adds to the challenge. 

 
1.4.7 As in in recent years, the Authority will not receive detailed information about funding 

allocations for 2022/23 until autumn 2021 at the earliest.  In the absence of a 
Comprehensive Spending Review, any long-term funding allocation is unlikely.  There is 
very little time for Government to undertake a full multi-year spending review and in this 
context a one-year roll over of the local government settlement is increasingly likely for 
2022/23.   

 
 Beyond the immediate impact of COVID, the overall level of uncertainty means that the 

financial environment for local government is set to remain highly challenging.  There 
continues to be a growing gap between funding and service pressures.  This is driven 
by demographic changes, unfunded burdens such as the National Living Wage, and the 
needs of vulnerable social care users becoming increasingly complex.  Children’s 
services, in both social care and education (particularly the High Needs Block), are also 
under very significant pressure.   

 
1.4.8 Any consideration of the Authority’s Medium-Term Financial Strategy and Medium-Term 

Financial Plan must be undertaken in the context of the funding outlook for local 



government and what that means for the Authority.  Full details of the funding outlook 
for local government are included in section 3 of the Medium-Term Financial Strategy. 

 
1.4.9 The current Medium-Term Financial Plan (MTFP) covers the period to the end of 

2024/25.  Whilst there continues to be a great deal of financial uncertainty, 
recommended practice suggests that due consideration is given not only to the short-
term but to how the Authority will continue to finance its activities in the medium-term.  It 
is therefore recommended at this stage that the MTFP covers the four-year period 
2022/23 to 2025/26. 

 
1.5 Policy Context 

 
Council Plan 2021-2025 

 
1.5.1 The Council Plan vision and context is currently being refreshed and updated following 

the mayoral election in May 2021 and to consider the impact the COVID-19 pandemic 
has had on the Borough.  The updated Council Plan was approved by Cabinet on 2 
August 2021, subject to consideration of any supplementary information received as a 
result of the ongoing engagement process, which concluded on 15 August.  A report will 
be presented to Full Council on 23 September 2021 for approval of the updated Council 
Plan, in advance of the Council’s budget setting process beginning.   

 
1.5.2 The updated Council Plan reflects the current policy priorities of the Elected Mayor and 

Cabinet for the next four years and the future vision of North Tyneside in the following 
five themes:  

 Thriving  

 Family friendly  

 Caring 

 Secure 

 Green  
 

Each of these five themes has a clear set of policy priorities and outcomes as set out 
below. 

 
A thriving North Tyneside 

 

 We will regenerate the high streets of North Shields and Wallsend and will bring 
forward Master Plans for Wallsend and Whitley Bay town centres. We will also bring 
investment and improvements to the North West area of the Borough and ensure that 
regeneration delivers ambition, opportunity and benefits for all of our residents; 

 We will bring more good quality jobs to North Tyneside – by helping local businesses 
to grow and making it attractive for new businesses to set up or relocate in the 
Borough; 

 We will invest in adult education and to support apprenticeships to make sure people 
have the right skills for the job; 

 We will keep our libraries and leisure centres open as part of a vibrant cultural and 
leisure offering; 

 We will continue to be the destination of choice for visitors through the promotion of 
North Tyneside’s award-winning parks, beaches, festivals and seasonal activities; 
and 

 We will reduce the number of derelict properties across the Borough. 
 
 



A family-friendly North Tyneside 
 

 We will support local schools, making sure all children have access to a high-quality 
education with opportunities to catch up where needed after the pandemic; 

 We will provide outstanding children’s services, events and facilities so North 
Tyneside is a great place for family life; and 

 We will ensure all children are ready for school including through poverty proofing the 
school day – giving our kids the best start in life. 

 
A caring North Tyneside 

 

 We will provide great care to all who need it, with extra support available all the way 
through to the end of the pandemic; 

 We will work with the care provision sector to improve the health and well-being 
working conditions of our care heroes; 

 People will be cared for, protected and supported if they become vulnerable, 
including if they become homeless; 

 We will support local community groups and the essential work they do; and 

 We will work to reduce inequality, eliminate discrimination and ensure the social 
rights of the people of North Tyneside are key to council decision making. 
 

A secure North Tyneside 
 

 Council wardens will work with Northumbria Police to tackle antisocial behaviour; 

 We will continue to invest £2m per year in fixing our roads and pavements; 

 We will maintain the Council Tax support scheme that cuts bills for thousands of 
households across North Tyneside; 

 We will take a holistic view to tackling health and socio-economic inequalities across 
the borough including through our Poverty Intervention Fund to tackle food poverty; 

 We will provide 5000 affordable homes; and 

 We will review the supply chain of services delivered on behalf of the Council to 
maximise value for money and environmental sustainability. 

 
A green North Tyneside 

 

 We will keep increasing the amount of waste that can be recycled and introduce food 
waste collections and deposit return schemes; 

 Council environmental hit squads will crack down on littering; 

 We will secure funding to help households to install low-carbon heating; 

 We will increase opportunities for safe walking and cycling, including providing a 
segregated cycleway at the coast; and 

 We will publish an action plan of the steps we will take and the national investment 

 We will seek to make North Tyneside carbon net-zero by 2030. 
 
 
 
 
Review of the Medium-Term Financial Strategy (MTFS) and Medium-Term Financial Plan 
 
1.5.3 In line with the principles agreed with Cabinet for setting the annual Budget, an initial 

review of the Medium-Term Financial Strategy (MTFS) has been performed.  The 
revised MTFS is included as Appendix A to this report.   

 



1.5.4 The Authority’s 2021/22 Budget and Medium-Term Financial Strategy (MTFS) were 
agreed in February 2021, during the third national lockdown imposed in response to the 
COVID-19 pandemic.  Although some of the impacts of COVID-19 have become clearer 
during this time, there remain many significant unknowns in terms of the societal, 
organisational and financial implications.  Over the last 18 months, the Authority has 
made fundamental changes in relation to both ways of working, and financial planning. 
However, at this point it appears that Government intends that funding support for 
COVID-19 pressures will be withdrawn during, or in some cases at the end, of the 
current financial year.  

 
 The Authority’s financial planning largely assumes that COVID-19 pressures will abate 

in line with the withdrawal of Government support.  Therefore, £34.659m, of COVID 
resources provided in 2021/22 (as at the end of July 2021) will cease before the start of 
2022/23.  The MTFS also assumes that COVID-related cost pressures of £18.420m, 
identified at the end of July 2021, will not continue in 2022/23. Any ongoing COVID cost 
pressures would increase the gap to be addressed, conversely any further funding 
allocations for 2022/23 would reduce the gap.  However, as the budget setting process 
progresses, if and when longer term cost pressures for 2022/23 become clearer, there 
may be a need to reflect further changes in budget assumptions. 

 
1.5.5 As described in section 1.4.6 above, funding announcements are not expected until the 

Autumn 2021.  Whilst a multi-year settlement is welcomed and will give local authorities 
some degree of certainty, until the details are released Budget planning for 2022/23 
remains extremely challenging.   

 
 The impact of the pandemic is having far-reaching consequences and has required an 

adjustment in both organisational priorities and ways of working.  The pandemic has 
undoubtedly caused long term changes to a number of the Authority’s services, 
particularly in respect of joint working, public expectations, levels of demand, and the 
underlying cost base.  Services such as children’s and adult social care have seen a 
significant impact from the pandemic, affecting service delivery, demand, and ways of 
working across almost all areas of the business. 

 
1.5.6 Legislation, policies and practices have all seen changes in the previous months; 

consolidating these and responding to further changes in future will be crucial.  In 
addition, it is highly likely that key income sources including council tax, through both 
the Collection Fund and tax base growth, and business rates will continue to be under 
significant pressure in 2022/23.  The current MTFS position therefore incorporates 
prudent assumptions about these income streams, which will need to be reviewed over 
the course of the Budget-setting period.  

 
1.5.7 Finance officers have worked through a range of assumptions and the potential gap 

between available resources and anticipated expenditure for the General Fund across 
the next 4 years could be anywhere between £30m to £45m. 

 
1.5.8 The Authority has previously agreed a set of principles as part of the process to develop 

the Budget.  The majority of those principles remain relevant for Budget-setting for 
2021/22 and for the Medium-Term Financial Plan (MTFP).  However, it is important that 
there is a clear understanding of the work that will need to be undertaken in the lead up 
to Cabinet presenting its initial Budget proposals in November 2020.  It has therefore 
been necessary to revise the approach to preparing the Budget for 2022/23 and the 
MTFP. 

 



 Where appropriate, the principles set out below provide more detail of the how the work 
will be undertaken.  This will give a clear focus on financial planning priorities over the 
coming months in order to produce a balanced Budget in 2022/23 and achieve financial 
balance over the medium-term. 

 
1.5.9 The underlying aim is to ensure that the Authority can continue to deliver the Council 

Plan, and do this within the available resources: 
  

1) The overall financial strategy will be to ensure that the Authority’s resources are 
directed to achieving the Council Plan and associated outcomes.  The Authority’s 
strategy will be reviewed on at least an annual basis; 

 
2) Overall, Authority spending should be contained within original Budget estimates.  

If, following monthly budget monitoring, Service budgets are projected to exceed 
original estimates, plans should be prepared setting out the actions required to 
ensure spending at the end of the year does not exceed original estimates; 

 
3) In preparation for setting the 2022/23 Budget all services will be required to take 

part in Budget Challenge sessions; 
 
4) In order to inform further revisions of the 2022/23 Medium-Term Financial 

Strategy, there will be a fundamental review of the assumptions relating to: 

a. Council Tax and Business Rates planning; 

b. forecast delivery of planned 2021/22 savings programmes and viability of 

previously planned savings; 

c. cost and income pressures, including unfunded pressures resulting from 

COVID-19; 

d. any further Government funding announcements for 2021/22 and future 

years; and 

e. Seek to identify proposals to begin to address future years, reflecting need for 

longer-term planning. 

 

5) Options to address any shortfall in savings to close the 2022/23 Budget gap will 

include: 

a. The Government providing additional funding; 

b. Corporate / centrally identified savings opportunities; and 

c. Services identifying further savings. 

6) The Authority will maintain its General Fund Balance at a minimum level of 
£7.000m at the end of each year, subject to a risk assessment as part of the 
annual Budget-setting process; 

 
7) The Authority will aim to balance its revenue Budget over the period of the 

Medium-Term Financial Plan without reliance on the use of the General Fund 
Balance.  The MTFP will cover the period 2022/23 to 2025/26; 

 
8) The Authority will plan for any changes to specific grants/interim funding/financial 

settlement/legislation; 
 
9) The Authority will maintain earmarked reserves for specific purposes which are 

consistent with achieving its key priorities.  The use and level of earmarked 
reserves will be reviewed at least annually; 

 



10) Opportunities for working in collaboration and partnership and for different ways of 
working will be identified and developed where this will support the delivery of the 
Authority’s outcomes and improve service efficiency and delivery.  This will include 
the use of wellbeing powers/general power of competence, development of trading 
opportunities and different business models, and the sourcing and securing of 
external funding; 

 
11) The Authority will consider the use of prudential borrowing to support capital 

investment to deliver the Council Plan and will ensure that the full costs of 
borrowing are taken into account when investment decisions are taken; 

 
12) The Authority will aim to promote and stimulate strong and sustainable economic 

growth leading to wellbeing and prosperity for residents and communities, 
supported by a planned approach to strategic investment managed through the 
Authority’s Investment Plan; 
 

13) The Authority will continue to review its strategic assets to maximise the potential 
to release value for strategic re-investment and to ensure that asset requirements 
are aligned to the delivery of services across the Borough; 

 
14) The Authority recognises the impact of increases in Council Tax levels and fees 

and charges on our residents, many of whom are struggling on relatively low 
income and low wealth and will therefore balance the need for increases against 
the delivery of the Our North Tyneside Plan and demand for services.  This will 
include the consistent application of an agreed fees and charges policy; 

 
15) The Authority will continue to consider business risk in all decision-making process 

and, alongside this, will ensure that resources are aligned to reduce any material 
financial risk to the Authority; and 

 
16) The Authority will continue to review its Treasury Management Strategy and the 

efficient management of debt on an annual basis, with an ongoing focus on 
delivering safe stewardship. 

 
 Housing Revenue Account (HRA) 
 
1.5.10 Following an unprecedented period of uncertainty during 2020/21 due to the pandemic, 

the Service continues to ensure that the enhanced level of investment due to re-
programming can be delivered in 2021/22.  As the Authority emerges from the 
pandemic, the focus is to ensure that at all times the safety of the Authority’s tenants 
and staff is paramount.  These factors will continue to be built into modelling 
assumptions for the refresh of the 30-year HRA Business Plan, along with any 
anticipated impact on inflation and trends in other issues nationally, as the UK deals 
with an anticipated slow recovery from one of the most serious economic downturns the 
country has ever faced. 

 
1.5.11 The Authority’s in house repairs and construction service continues to develop and 

strive to ensure it aligns to the Our North Tyneside Plan, delivers value for money to 
both the General Fund and the HRA and sees greater flexibility between repairs and 
capital works resources to improve services to customers. The benefits of the new 
service continue, and additional resources have been made available for both new build 
housing and to create a tenant priorities element to the repairs budget with an initial 
focus on improving empty homes standards and carrying out property MOTs.  The main 



targets for the Service remain to ensure that the key priorities of delivering excellent, 
flexible and value for money services are achieved. 

 
1.5.12 2021/22 saw the second year of rent increases following the end of the 4-year 1% per 

annum reduction enacted by Government via the Welfare Reform and Work Act 2016.  
From April 2020 rent policy returned to being based on increases of Consumer Prices 
Index (CPI) + 1% per annum for at least the next 5 years in order to give housing 
authorities greater planning certainty.  This saw a rent increase of 2.7% for 2020/21, 
and an increase of 1.5% for 2021/22, as the rate of CPI dropped down to 0.5% mainly 
due to the level of financial assistance the Government put into the economy to try and 
sustain it during the pandemic. The long-term assumption remains at 3% per annum 
based on Government targets of 2% rates for CPI.   

 
 This is an area of close scrutiny as the rate of CPI has continued to rise during 2021 

and there is now a possibility that by September the rate may be above the Government 
target of 2%, which would see a rent increase of more than 3%. The Government had 
stated that for at least 5 years from 2019/20 rents would remain based on CPI, to give 
authorities more certainty around longer-term financial planning. 

 
1.5.13 Cabinet can continue to consider options for further HRA capital investment funded by 

increased borrowing in accordance with the principles of the Prudential Code.  
Consideration of such options available as part of the 2021/22 Budget process, 
determined that the existing approach to debt management and repayment should be 
maintained in relation to the HRA.  The COVID-19 pandemic and potential risks to 
levels of available resources mean that this will remain an option that is available to 
raise additional resources if required, and due consideration will be given to these 
options as part of the business plan refresh and Budget-setting process for 2022/23. 

 
1.5.14 The impact of the changes as outlined above will to be considered as part of the 

updating of the 30-year HRA Business Plan, which aims to ensure the long-term viability 
of the HRA in line with the policy direction of the Elected Mayor and Cabinet and the 
needs of tenants.  The work continues to re-assess the HRA Business Plan, particularly 
in light of the fluctuating picture as the Borough emerges from the COVID-19 pandemic, 
and the options available to Cabinet will be reported as part of the HRA Budget 
proposals which Cabinet will receive in November.  For the purposes of the current 
Financial Planning and Budget process, a four-year revenue plan will be updated and 
presented in line with the principles adopted for the General Fund. 

 
 Investment, Prudential Borrowing and Treasury Management 
 
1.5.15 The Capital Investment Strategy is the policy framework document that sets out the 

principles to be used to guide the allocation of capital investment across all the 
Authority’s Services and informs decisions on capital spending priorities within the 
Authority’s Investment Plan.  Investment priorities are considered in the context of the 
strategic objectives of the Our North Tyneside Plan and other key strategies and plans 
of the Authority.  The Ambition for North Tyneside report, adopted by Cabinet on 26 
November 2018 and updated annually, articulates the Elected Mayor and Cabinet’s 
ambition for North Tyneside and explains in more detail their future ambitions for each 
part of the Borough.  Delivery of these plans sets the challenge of meeting competing 
priorities against limited financial resources.  It is intended that a borrowing ceiling will 
be applied for the Authority in terms of both borrowing requirements and revenue costs.  

 
 The Authority’s capital investment plans are set out in the Investment Plan, with the 

latest approved programme covering the period 2021-2026.  The effective use of capital 



resources, including asset management, is fundamental to the Authority achieving its 
medium and long-term strategic objectives. Capital investment has a significant impact 
upon the local economy and helps to ensure that the Authority can continue to provide 
the best possible services and outcomes within North Tyneside. 

 
1.5.16 Any capital investment decision will have implications for the Budget.  The revenue 

costs over the lifetime of each proposed capital project are considered when the project 
is being developed to ensure that the impact can be incorporated within the Authority’s 
financial plans and to demonstrate that the capital investment is affordable. Revenue 
implications may include the costs associated with supporting additional borrowing as 
well as any changes to the running costs associated with the asset or wider benefits to 
the Authority, such as the delivery of ongoing revenue savings or additional income 
through the generation of Business Rates, Council Tax or energy revenues. 

 
1.5.17 The 2022-2026 Financial Planning and Budget process will include a review of the 

current Investment Plan and the Capital Investment Strategy with a view to the 
development of a five-year Investment Plan for the period 2022/23 to 2026/27.  

 
1.5.18 The Authority continues to explore external funding possibilities and other resources 

such as Community Infrastructure Levy (CIL) income, section 106 contributions and 
section 278 contributions when developing capital projects in order to minimise the 
borrowing requirement as far as possible.  Within the MTFP, assumptions have been 
made around the level of external funding in the future, but detailed work programmes 
are not committed to until the allocations have been confirmed.  Projects and 
investment plans may therefore be re-prioritised depending on the availability of 
external funding and alignment with the policy direction of the Elected Mayor and 
Cabinet. 

 
1.5.19 The generation of capital receipts can help to provide resources to support additional 

capital investment or to reduce the borrowing requirement (and therefore the associated 
revenue costs).  The availability of capital receipts has also reduced in recent years.  
Currently, no new capital receipts have been included within the MTFP projections.  If 
additional capital receipts are generated during the year, this provides the Authority with 
the flexibility to consider the introduction of additional projects to the Investment Plan or 
the ability to reduce its borrowing requirements. 

 
1.5.20 The Treasury Management Strategy will be reviewed in light of the refreshed 

Investment Plan and the overall MTFP for both the General Fund and the HRA. 
 
Update on developing the 2022-2026 General Fund Financial Plan and Budget 
 
1.5.21 Whilst decisions around Budget-setting are approved on an annual basis, the Authority 

must demonstrate robust medium-term financial and resource planning.  Best practice 
suggests between three and five years as a reasonable financial planning period. 

 
1.5.22 Despite the level of uncertainty with regard to local government funding beyond 2021/22 

and the continued unknown future impact of COVID-19, a four-year Financial Plan is in 
development.  This reflects, as far as possible, known pressures and changes but is 
based on a range of assumptions in local government funding. 

 
1.5.23 Local authorities are legally obliged to set a balanced Budget each year, and to ensure 

that they have sufficient reserves to cover any unexpected events.  To legally balance 
the Budget, the Authority must make spending plans that match the estimated funding 
available over that time.  The gap between available funds and planned net expenditure 



is referred to as the funding gap, or efficiency requirement.  In essence, the funding gap 
is the best estimate of additional resources, be those reductions in expenditure or 
increases in income, needed to cover rising cost pressures and demand for services 
alongside a reduced amount of funding from the Government and, to a lesser extent, 
other external sources. 

 
Financial Sustainability 
 
1.5.24 As part of the update of the MTFS and the MTFP, full consideration has been given to 

the Authority’s Reserves and Balances Policy and level of reserves to ensure adequate 
protection against unforeseen events.  Within the existing statutory and regulatory 
framework, it is the responsibility of the Director of Resources (in her role as Chief 
Finance Officer) to advise the Authority about the level of reserves that it should hold 
and to ensure that there are clear protocols for their establishment and use. 

 
1.5.25 The Authority, acting on the advice of the Chief Finance Officer, must make its own 

judgments on the level of reserves and balances taking into account all the relevant 
local circumstances.  These include operational and financial risks, and the 
arrangements in place to manage them, including adequate and effective systems of 
internal control.  The duties of the Chief Finance Officer in relation to the level of 
reserves are covered by the legislative framework described in 1.4.1 above.  Under the 
Local Government Act 2003, the Chief Finance Officer must report to Full Council on 
the adequacy of reserves (section 27) and reserve transactions must be taken account 
of within the required Budget monitoring arrangements (section 28). 

 
1.5.26 Setting the level of reserves is just one of several related decisions in the formulation of 

the financial strategy and the Budget for a particular year.  This is carried out as part of 
the Authority’s Financial Planning and Budget process.  Account is taken of the key 
financial assumptions underpinning the Budget, alongside consideration of the 
Authority’s financial management arrangements.  In addition to the cash flow 
requirements of the Authority, the following factors are considered: 

 The treatment of inflation and interest rates; 

 Estimates of the level and timing of capital receipts; 

 The treatment of demand-led pressures; 

 The treatment of planned efficiency savings / productivity gains; 

 The financial risks inherent in any significant new funding partnerships, major 
outsourcing arrangements or major capital investment developments; 

 The availability of other funds to deal with major contingencies and the adequacy 
of provisions; and 

 The general financial and economic climate in which the Authority operates. 
 
1.5.27 Reserves are reviewed during the financial year and table 1 below shows the estimated 

use, following reviews of all General Fund reserves over the period to March 2026: 
 
 
 
 
 
 
 
 

 
 
 



 
Table 1:  General Fund Reserves Summary 2020/21 to 2025/26 

 

  Net Contribution (to) / From Reserves  

Reserves 
Summary 

Closing 
Balance 
31/03/21 

£m 

2021/22  
£m 

2022/23  
£m 

2023/24  
£m 

 
2024/25 

£m  

 
2025/26 

£m  
Total 

General Fund 
Balances 

(7.000) (0.000) (0.000) (0.000) (0.000) (0.000) (7.000) 

General Fund 
Reserves 

(45.669) 9.131 3.518 0.671 0.450 4.746 (27.154) 

General Fund 
Grants 

(42.254) 38.837 0.777 0.202 0.283 0.280 (1.874) 

Dedicated 
Schools Grant 

7.932 0.393 4.674 (2.000) (2.000) (1.000) 8.000 

Total 
Reserves 

(86.990) 48.361 8.970 (1.127) (1.267) 4.026 (28.028) 

 
1.5.28 In assessing the adequacy of reserves, consideration is given to the level of un-

earmarked reserves available for the management of financial risk to the Authority.  The 
General Fund reserves total of £45.669m includes £24.859m of earmarked reserves, 
and £20.810m of un-earmarked reserves.  The un-earmarked reserves are made up of 
the following:- 

 
• Strategic Reserve 
• Support Change Fund Programme Reserve 
• Redundancy and Remuneration Reserve 

 
 There is anticipated use of the Redundancy & Remuneration reserve and the Support 

Change Fund Programme reserve over the period of the MTFP.  As reported in the 
2021/22 Financial Management Report to 31 July 2021, the current forecast pressure is 
estimated to be £7.420m.  Should this materialise it would be necessary for the 
Authority to utilise the Strategic Reserve to cover any residual pressure at the end of the 
current financial year. 

 
 With regards to Earmarked Reserves there is an anticipated use of the Training reserve, 

Education Change reserve, Feasibility Study reserve and the Poverty Intervention Fund.   
 
1.5.29 Table 2 below sets out the level of un-earmarked General Fund reserves held at the 

end of the 2020/21 financial year as a proportion of the 2021/22 Gross Expenditure 
Budget and General Fund Net Revenue Budget. 

 
 
 
 
 
 
 
 
 
 
 
 



 
Table 2: Reserves comparison for 2020/21 against 2021/22 North Tyneside Gross 

Expenditure and Net General Fund Budget 
 

 2020/21 
Balance 

£m 

Strategic Reserve 14.504 

Support Change Fund Programme 4.671 

Redundancy and Remuneration Reserve 1.635 

Total Un-earmarked Reserves 20.810 

  

Gross Expenditure Budget 354.881 

Reserves as a % of Gross Expenditure Budget 5.61% 

  

General Fund Net Revenue Budget  150.154 

Un-earmarked Reserves as a % of General Fund 
Net Revenue Budget 

13.86% 

 
1.5.30 There are many factors involved when considering appropriate levels of reserves which 

need to be assessed by individual local authorities.  Included in the 2019/20 Annual 
Completion Report from the external auditor was a comparison across the LA7 region of 
levels of balances.  This indicated that un-earmarked reserves within North Tyneside 
are lower than most in the region. 

 
1.5.31 The Chief Finance Officer considers that, at this time, these reserve levels are 

adequate, but will continue to review this in light of the degree of uncertainty 
surrounding the future of local government funding and the potential ongoing impact of 
COVID-19.  The Chief Finance Officer will consider the level of Strategic Reserve that 
should be sustained over the period of the four-year MTFP as part of the refresh of the 
Plan. 

 
Equality and Diversity Considerations 
 
1.5.32 The Authority has specific responsibilities under the Equality Act 2010 and Public Sector 

Equality Duty.  Part of this is to ensure that the potential effects of decisions on those 
protected by the equalities legislation are considered prior to any decision being made.  
The Authority will continually monitor the effect of its Budget-setting process and 
decision-making by using equality impact assessments. 

 
1.5.33 Full impact assessments will be included in all proposals for inclusion with the initial 

Budget proposals in November 2021 in order to be available to Cabinet when it further 
considers the MTFP and Budget proposals on 29 November 2021.  An equality impact 
assessment is also carried out on the proposed Budget Engagement Strategy.   

 
 The Public Sector Equality Duty of the 2010 Equality Act requires that public sector 

organisations publish information annually relating to people with protected 
characteristics who are its employees or are affected by its policies and practices.  In 
addition, at least once every four years, organisations should include consideration of 
the equality objectives the organisation thinks it should achieve to meet the general 
equality duty.  

 
 The Authority has not published the Annual Equality and Diversity Review as the 

Equality and Human Rights Commission has relaxed monitoring due to COVID-19.  A 



report outlining the review will be presented to Cabinet once it has been completed in 
accordance with the Authority’s Equality and Diversity governance arrangements. 

 
2022/23 Financial Planning and Budget process - Timetable of Key Decision Milestones 
 
1.5.34 Key aspects of the 2022/23 Financial Planning and Budget process timetable are set 

out at Appendix B to this report, highlighting key decision milestones in the process. 
  
1.5.35 The Elected Mayor and Cabinet are responsible for formulating the Authority’s Budget.  

The Cabinet Member for Finance and Resources, in close consultation with the Elected 
Mayor, has been nominated as the lead Cabinet Member for the overarching 2022-2026 
Financial Planning and Budget process.  The Director of Resources will be the project 
sponsor. 

 
The Budget Engagement Strategy 

 
1.5.36 North Tyneside Council is committed to being an organisation that works better for 

residents and to ensure that it listens and cares.  This commitment includes giving 
residents and other key stakeholders an opportunity to be involved in the Financial 
Planning and Budget process. 

 
1.5.37 The aim of the Budget Engagement Strategy is to reach different sectors of the 

population through an approach that encompasses engagement with residents as a 
whole and customers/users of services as well as particular groups of people, including 
those with protected characteristics.  The approach also ensures reach with particular 
interest groups such as carers, older people, children and young people, council 
housing tenants.  The Budget Engagement Strategy also ensures targeted activity with 
specific external and internal stakeholder groups. Full details of the Budget Engagement 
Strategy are set out at Appendix C to this report. 

 
1.6        Decision options: 
 
1.6.1 The Authority’s Constitution and Budget and Policy Framework Procedure Rules set out 

the stages to be completed in relation to agreeing the Budget of the Authority.  There 
are no other options available in relation to this.  The Budget Engagement Strategy 
forms part of the 2022-2026 Financial Planning and Budget process. 

 
1.6.2 Cabinet is referred to the legal requirements as stated in paragraph 2.2 of this report. 

 
1.7        Reasons for recommended option: 
 
1.7.1 The reasons for the recommendations are mainly legal in nature, as stated in 

paragraphs 2.1 and 2.2 of this report. 
 
1.8. Appendices: 
 
 Appendix A: 2022-2026 Medium-Term Financial Strategy 

Appendix B: Financial Planning and Budget process: Timetable of Key Milestones 
Appendix C: 2022/23 Budget Engagement Strategy 

 
1.9. Contact officers: 
 

Janice Gillespie, Director of Resources and Chief Finance Officer 
Tel No 0191 643 5701 



Claire Emmerson, Senior Manager Financial Strategy and Planning 
Tel No 0191 643 8109 

 
Jacqueline Laughton, Assistant Chief Executive 
Tel No 0191 643 7070 

 
1.10  Background information: 
 
 The following background papers/information have been used in the compilation of this 

report and are available at the office of the author: 
 

(a) Authority’s Constitution and Budget and Policy Framework Procedure Rules 
  

https://my.northtyneside.gov.uk/sites/default/files/web-page-related-
files/December%202019.pdf 
 
N.B. The Budget and Policy Framework can be found at part 4.7 of the Constitution. 

 
(b) 2020-2024 Our North Tyneside Plan 

https://democracy.northtyneside.gov.uk/documents/s2188/Appendix%20A%202020
%20-%202024%20Our%20North%20Tyneside%20Plan.pdf 
 

(c) Treasury Management Strategy 
https://democracy.northtyneside.gov.uk/documents/s2195/Appendix%20E%20-
%20Treasury%20Management%20Strategy%20Statement%20and%20Annual%20I
nvestment%20Strategy%202020-21%20Credit%20Cr.pdf (Annex 1, Section 8, page 
61) 
 

(d) COVID-19 – A Framework for Recovery in North Tyneside 
https://democracy.northtyneside.gov.uk/documents/g425/Public%20reports%20pack
%2029th-Jun-2020%2018.00%20Cabinet.pdf?T=10 
 

(e) 2020/21 Provisional Finance Outturn Report 
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=174&MId=738&
Ver=4  
 

(f) 2020/21 Draft Statement of Accounts 
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=157&MId=600&
Ver=4 
 

(g) North Tyneside Highway Asset Management Plan Annual Information Report 2020 
https://democracy.northtyneside.gov.uk/documents/g379/Public%20reports%20pack
%2014th-Oct-2019%2018.00%20Cabinet.pdf?T=10 

 
(h) An Ambition for North Tyneside Update 

https://democracy.northtyneside.gov.uk/documents/s1477/8%20An%20Ambition%2
0for%20North%20Tyneside%20Update.pdf 

 
(i) Ten Year Plan for Waste 

https://democracy.northtyneside.gov.uk/documents/s1482/2%2010%20Year%20pla
n%20for%20Waste.pdf 

 
(j) Climate Emergency Update 

https://my.northtyneside.gov.uk/sites/default/files/web-page-related-files/December%202019.pdf
https://my.northtyneside.gov.uk/sites/default/files/web-page-related-files/December%202019.pdf
https://democracy.northtyneside.gov.uk/documents/s2188/Appendix%20A%202020%20-%202024%20Our%20North%20Tyneside%20Plan.pdf
https://democracy.northtyneside.gov.uk/documents/s2188/Appendix%20A%202020%20-%202024%20Our%20North%20Tyneside%20Plan.pdf
https://democracy.northtyneside.gov.uk/documents/s2195/Appendix%20E%20-%20Treasury%20Management%20Strategy%20Statement%20and%20Annual%20Investment%20Strategy%202020-21%20Credit%20Cr.pdf
https://democracy.northtyneside.gov.uk/documents/s2195/Appendix%20E%20-%20Treasury%20Management%20Strategy%20Statement%20and%20Annual%20Investment%20Strategy%202020-21%20Credit%20Cr.pdf
https://democracy.northtyneside.gov.uk/documents/s2195/Appendix%20E%20-%20Treasury%20Management%20Strategy%20Statement%20and%20Annual%20Investment%20Strategy%202020-21%20Credit%20Cr.pdf
https://democracy.northtyneside.gov.uk/documents/g425/Public%20reports%20pack%2029th-Jun-2020%2018.00%20Cabinet.pdf?T=10
https://democracy.northtyneside.gov.uk/documents/g425/Public%20reports%20pack%2029th-Jun-2020%2018.00%20Cabinet.pdf?T=10
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=174&MId=738&Ver=4
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=174&MId=738&Ver=4
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=157&MId=600&Ver=4
https://democracy.northtyneside.gov.uk/ieListDocuments.aspx?CId=157&MId=600&Ver=4
https://democracy.northtyneside.gov.uk/documents/g379/Public%20reports%20pack%2014th-Oct-2019%2018.00%20Cabinet.pdf?T=10
https://democracy.northtyneside.gov.uk/documents/g379/Public%20reports%20pack%2014th-Oct-2019%2018.00%20Cabinet.pdf?T=10
https://democracy.northtyneside.gov.uk/documents/s1477/8%20An%20Ambition%20for%20North%20Tyneside%20Update.pdf
https://democracy.northtyneside.gov.uk/documents/s1477/8%20An%20Ambition%20for%20North%20Tyneside%20Update.pdf
https://democracy.northtyneside.gov.uk/documents/s1482/2%2010%20Year%20plan%20for%20Waste.pdf
https://democracy.northtyneside.gov.uk/documents/s1482/2%2010%20Year%20plan%20for%20Waste.pdf


https://democracy.northtyneside.gov.uk/documents/s1484/Climate%20Emergency%
20Update.pdf 

 
(k) North Tyneside Homlessness Prevention and Rough Sleeping Strategy 2019-2021 

https://democracy.northtyneside.gov.uk/documents/s1188/Homelessness%20Preve
ntion%20Strategy%202019%20-2021.pdf 
 

(l) A Digital Strategy for North Tyneside 
https://democracy.northtyneside.gov.uk/documents/s2638/A%20Digital%20Strategy
%20for%20North%20Tyneside.pdf 
 

(m)North Tyneside Trading Company - Strategic Business Plan 2020-2023 
https://democracy.northtyneside.gov.uk/documents/s3893/North%20Tyneside%20Tr
ading%20Company%20-%20Strategic%20Business%20Plan%202020-23.pdf 

 
(n) North Tyneside Transport Strategy Annual Report 

https://democracy.northtyneside.gov.uk/documents/s805/North%20Tyneside%20Tra
nsport%20Strategy%20Annual%20Report.pdf 
 

(o) Workforce Development Plan 
 
PART 2 – COMPLIANCE WITH PRINCIPLES OF DECISION MAKING 
 
2.1  Finance and other resources 
 
2.1.1 The financial implications arising from the outcomes of this report will be appraised as 

part of the decisions included in the Authority’s 2022-2026 Medium-Term Financial Plan 
(MTFP), incorporating the 2022/23 Budget-setting process.  Decisions on the Budget in 
relation to the General Fund, Housing Revenue Account, school’s funding and the 
Investment Plan need to be made within the overall context of the resources available to 
the Authority and within the legal framework for setting budgets.  The Authority will need 
to examine closely the links with key funding partners and their proposed financial 
plans, including an assessment of the impact of any grant fall-out over the proposed 
four-year resource-planning period. 

 
2.1.2 Cabinet and Council need to have due regard to the Chief Finance Officer’s advice in 

relation to the levels of reserves and balances proposed as part of the four-year MTFP 
for 2022-2026 in accordance with the Authority’s Reserves and Balances Policy most 
recently agreed by Council on 18 February 2021. 

 
2.1.3 The only direct financial implications arising from this report will be any residual costs 

arising from support for engagement activity.  These costs will be met from existing 
budgets. 

 
2.1.4 The Budget Engagement Strategy for 2022/23 will, in part, help to inform decisions 

about what will be included in the four-year MTFP for 2022-2026.   
 
2.2  Legal 
 
2.2.1 The Local Government Finance Act 1992 requires the Authority to set a balanced 

budget in the context of the resources available, including Government grants, Business 
Rates and Council Tax income. 

 

https://democracy.northtyneside.gov.uk/documents/s1484/Climate%20Emergency%20Update.pdf
https://democracy.northtyneside.gov.uk/documents/s1484/Climate%20Emergency%20Update.pdf
https://democracy.northtyneside.gov.uk/documents/s1188/Homelessness%20Prevention%20Strategy%202019%20-2021.pdf
https://democracy.northtyneside.gov.uk/documents/s1188/Homelessness%20Prevention%20Strategy%202019%20-2021.pdf
https://democracy.northtyneside.gov.uk/documents/s2638/A%20Digital%20Strategy%20for%20North%20Tyneside.pdf
https://democracy.northtyneside.gov.uk/documents/s2638/A%20Digital%20Strategy%20for%20North%20Tyneside.pdf
https://democracy.northtyneside.gov.uk/documents/s3893/North%20Tyneside%20Trading%20Company%20-%20Strategic%20Business%20Plan%202020-23.pdf
https://democracy.northtyneside.gov.uk/documents/s3893/North%20Tyneside%20Trading%20Company%20-%20Strategic%20Business%20Plan%202020-23.pdf
https://democracy.northtyneside.gov.uk/documents/s805/North%20Tyneside%20Transport%20Strategy%20Annual%20Report.pdf
https://democracy.northtyneside.gov.uk/documents/s805/North%20Tyneside%20Transport%20Strategy%20Annual%20Report.pdf


2.2.2 The Local Government Act 2003 imposes duties on local authorities in relation to 
budget setting.  The Act requires that, when an authority is deciding its annual Budget 
and Council Tax level, members and officers must take into account a report from the 
Chief Finance Officer on the robustness of the Budget and the adequacy of the 
Authority’s financial reserves.   

 
2.2.3 The 2022-2026 Financial Planning and Budget process has been prepared to comply 

with the timescales required within the Budget and Policy Framework Procedure Rules 
contained within the Authority’s Constitution.   

 
2.3  Consultation/community engagement 
 
2.3.1 Internal consultation 
 

Consultation has been carried out with the Elected Mayor, Deputy Mayor, and the 
Cabinet Member for Finance and Resources, the Cabinet Member for Community 
Safety and Engagement, the Chief Executive and the Senior Leadership Team.  At the 
appropriate stage in the process, and the Budget proposals will be scrutinised as set 
down in the Authority’s Constitution and Budget and Policy Framework Procedure 
Rules. 

 
2.3.2 External consultation / engagement 
 

The Budget Engagement Strategy for 2022/23 as outlined in this report sets out the 
process by which residents and other stakeholders will be involved in the consultation 
on the 2022/23 Budget as part of the 2022-2026 Financial Planning and Budget 
process. 

 
2.4  Human rights 
 

All actions and spending contained within the Budget are fully compliant with national 
and international human rights law.  This will be detailed as part of the Financial Plan 
and Budget at the appropriate stage in the process.  For example, Article 10 of the 
European Convention on Human Rights guarantees freedom of expression, including 
the freedom to ‘hold opinions and to receive and impart information and ideas’.  Article 8 
of the Convention guarantees the right to respect for private and family life. 

 
2.5  Equalities and diversity 
 

In undertaking the process for the Budget, the Authority’s aim will at all times be to 
secure compliance with its responsibilities under the Equality Act 2010 and in particular 
the Public Sector Equality Duty under that Act. 
 
To achieve this the Authority will be taking a phased approach: 

 

 An Equality Impact Assessment will be carried out on the proposals for the Budget 
Engagement Strategy.  The aim will be to remove or minimise any disadvantage for 
people wishing to take part in the engagement activity.  The Authority will make 
direct contact with groups representing persons with protected characteristics under 
the Equality Act 2010 to encourage participation and provide engagement in a 
manner that will meet their needs.  Appendix C outlines the approach the Authority 
is taking. 

 



 The outcome of any decisions made following engagement activity will be subject to 
further Equality Impact Assessment. 

 
2.6  Risk management 
 

Individual projects within the Budget are subject to full risk reviews.  For larger projects, 
individual project risk registers are / will be established as part of the Authority’s agreed 
approach to project management.  Risks will be entered into the appropriate Service or 
Corporate / Strategic Risk Register(s) and will be subject to ongoing management to 
reduce the likelihood and impact of each risk. 

 
2.7  Crime and disorder 
 
2.7.1 Individual proposals within this report do not themselves have direct implications for 

crime and disorder.  However, ultimately decisions may be made and considered as 
part of the overall Financial Planning and Budget process, as set down in this report.  
These will be detailed as part of reporting the Budget at the appropriate stage in the 
process. 

 
2.7.2 Under the 1998 Crime and Disorder Act, local authorities have a statutory duty to work 

with partners on the reduction of crime and disorder. This is fulfilled through the Safer 
North Tyneside partnership within the framework of the North Tyneside Strategic 
Partnership. 

 
2.8 Environment and sustainability 
 

The proposals within this report do not themselves have direct implications in relation to 
the environment and sustainability.  However, ultimately decisions may be made and 
considered as part of the overall Financial Planning and Budget process of the 
Authority, as set down in this report.  These will be detailed as part of the Budget at the 
appropriate stage in the process. 

 
PART 3 - SIGN OFF 
 

 Chief Executive  
 
 

 Directors(s) of Service  
 
 

 Mayor/Cabinet Member(s) 
 
 

 Chief Finance Officer  
 
 

 Monitoring Officer 
 
 

 Assistant Chief Executive 
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