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1. Background
2. The General Fund Budget for 2022/23 was approved by Council in February 

2022. in previous years, worst-case scenarios were typically used when putting 
budget proposals together. Amalgamating these assumptions across the whole 
organisation has resulted in underspends. 

3. For 2022/23 stretching, but realistic, assumptions were used when putting budget 
proposals together across both expenditure and income. However, global events, 
rising inflation and interest rates have created an unprecedented financial 
challenge for the Council resulting in a likely overspend position. 

4. Inflation, measured by the Consumer Price Index (CPI) increased significantly 
during 2022, reaching a peak of 11.1% in October before dropping to 10.7% in 
November. The increased cost of fuel, materials and services has been reflected 
in the forecast variances for 2022/23.

5. Attempting to curb inflation, the Bank of England has increased the base rate 
from 1.75% at the start of 2022/23 to 3.5% in December. These increases have 
been much greater than expected when the budget was approved and therefore 
an overspend on interest payable is forecast for 2022/23. 

6. Employee costs are approximately 40% of the Councils revenue expenditure 
budget and an increase of 2.2% was included in the budget. A national pay award 
offer for 2022/23 of £1,925 from 1 April 2022 has been agreed for all staff. This 
equates to an increase of approximately 8% and an additional cost of £580k.

7.  Forecast outturn position 2022/23
8. Budget monitoring is a key tool and indicator on the delivery of the Council’s   

plans and priorities for the year. There will, of course, always be reasons why  
there are variances such as the current inflationary pressures.

9. Based upon financial performance and information from April to September (with 
emerging trends extrapolated to the end of the financial year) and discussions 
with budget managers and the Senior Leadership Team, key variations on 
expenditure and income compared to budget have been identified. 

10. A net overspend of £667k is forecast for 2022/23 at the end of Quarter 3. The 
forecast overspend was £693k at the end of Quarter 2.

11. The key projected variances that make up this overspend are shown in the 
following sections of this report.

12.Recruitment remains challenging and the Council continues to experience a 
significant delays between people leaving the organisation and these posts being 
filled. However, underspends resulting from vacancies have been offset by the 
£1,925 pay award and temporary cover for vacant posts. 

1. Background
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2. General Fund Revenue – Forecast
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Net Service Costs
• Explanations for these variances are provided in section 3, pages 4-11.
Capital Financing & Investment Income:
• A variance in interest payable costs is forecast due to an increase in rates for 

short-term borrowing. These have increased from an average rate of 0.2% in 21/22 
to around 4% currently. 

• Based on returns to date, returns on the pooled funds for 2022/23 are forecast to 
be lower than budget due to market conditions.

Business Rates:
• The Business Rates forecast reflects the NNDR1 figures for 2022/23. The prior 

year deficit will be met by S.31 grants received in 2022/23 and held in the Council 
Tax and Business Rates Reserve.

• At the end of January 2023 the collection rate was 89.95% compared with 87.09% 
for the same period the previous year

Council Tax:
• Council tax income is set as part of the budget with any variation in income 

recognised as a surplus or deficit to be carried forward in the Collection Fund and 
recognised in the following year.

• At the end of January 2023, the collection rate was 93.00%, compared with 
93.25% for the same period the previous year.

• A surplus on the Collection Fund of £160k for Council Tax is forecast for 2022/23. 
Babergh’s share of £21k would be realised in 2023/24 and has been built into the 
2023/24 budget.

Reserves:
• A full breakdown of forecast reserve movements compared to the 2022/23 budget 

is shown in Section 4, page 12.
• £500k was put into an inflationary Pressures Reserve at the end of 2021/22 and 

this will be used to fund most of the forecast variance on the net cost of services.
• The Council Tax and Business Rates Reserve will be used to cover the timing 

differences between S.31 grants and gains/losses.
• A £527k transfer to the Strategic Priorities Reserve was included in the budget. 

This is forecast to reduce to £360k.



3. General Fund Revenue – Services Forecast Variance

.
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3. General Fund Revenue – Services Forecast Variance (Cont’d)

.
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4. General Fund Revenue - Reserves
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The projected balances for the Council’s reserves, incorporating the forecasts in the previous section are shown below.  



5. General Fund Capital - Forecast

1. Background
2. Use of capital and one-off funds is critical and needs to be linked into our future 

delivery plans.
3. With complex capital schemes it is difficult to accurately assess the level of 

payments that will be made during the financial year. The Council continues to 
embark on new projects relating to investments and commercial delivery where it 
is difficult to accurately predict how payments will fall. Members should therefore 
focus on whether overall outcomes are being achieved because of the capital 
investment rather than variances against the plan for a particular year.

4. Some items in the capital programme, such as the Strategic Investment Fund are 
unlikely to be fully spent in year, and some projects may be delayed due to the 
general supply and delivery issues, so the figures in Appendix B anticipate that a 
request will be made to carry forward some unspent balances at year-end. This  
reflects the review that was undertaken as part of the 2023/24 budget setting 
process, including whether all projects will be required.

5. The budget, actual spend to 31st December 2022 and forecast spend for 2022/23 
for the Capital Programme is shown below
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5. General Fund Capital – Forecast (Cont’d)
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5. General Fund Capital – Forecast (Cont’d)
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5. General Fund Capital – Forecast (Cont’d)
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