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1. BUDGET RECOMMENDATIONS
it is recommended that the Council:

1. considers the responses to consultation on the Council’s budget proposals described at
Appendix C of this report ;

2. considers the Section 151 officer’s statement on the robustness of the budget and the
adequacy of reserves as detailed in Section 9 of this report ;

3. agrees:

3.1. the service revenue budgets for 2011/12 to 2014/15 detailed at Table 4 of this report;

3.2. the capital programme 2011/12 to 2014/15 and its funding described in Section 5 and
detailed at Appendix J ;

3.3. the County Council element of the council tax for a band D property at £1,065.69 for
2011/12 as set out in Appendix B of this ;

3.4 and that together these form the Council's Budget ;

4. agrees the prudential targets for capital finance and notes prudential indicators as set out
in Appendix | of this report ;

5. agrees the minimum revenue provision be based on the average life method and made in
equal instalments over the estimated life of the assets acquired through borrowing as set
out in Section 7 of this report.

Councillor K Smith P Moore BA, CPFA
Executive Councillor Executive Director of Resources
For Finance and HR for Finance and Community Safety



2.

THE FINANCIAL BACKGROUND

Local Government Finance Settlement

2.1 The Chancellor of the Exchequer announced public spending totals to 2014/15 in his
Budget 2010 in June. The statement made clear the Government’s view that “reducing the
budget deficit is the most urgent issue facing Britain.”

2.2 Plans for public spending programmes were announced in the Spending Review 2010 on
20 October. This included substantial cash reductions in government grants to local authorities
in England over the four years of the Spending Review period including a sharp reduction in
the first year — 2011/12.

2.3 The details for individual councils for 2011/12 and 2012/13 were announced in the Local
Government Finance Settlement on 31 January 2011 and are summarised below.

The Settlement covers two years. Grant allocations for 2013/14 and 2014/15 will be
considered after the review of local government finance commencing in January 2011.
Formula Grant is the main general grant to councils and there are substantial
reductions in Formula Grant as expected.

Lincolnshire’s Formula Grant reduces by £26.8m ( 11.3% ) in 2011/12 and a further
£16.1m (7.6% ) in 2012/13. There is an 18% cash reduction over two years. Further
reductions in grant are expected in the following years

Whilst this is a tough Settlement, the Council does relatively well compared with other
councils.

Only two shire counties have a lower grant reduction than Lincolnshire ( Norfolk and
Cumbria ).

Grant losses are limited to a variety of maxima. The largest 2011/12 loss for a shire
county is 14.3%. Eight counties — mostly in the South East — have this maximum
reduction

Protection for the higher grant losers is funded by reducing grants to other authorities
through the formula damping mechanism. Lincolnshire’s grant is reduced by £12.2m in
2011/12 and by £13.9m in 2012/13 through this damping mechanism.



TABLE 1 — LCC FORMULA GRANT

£'Million
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2010711 201112 2012113 2013/14  2014/15
Annual Change -11.3% -1.6% -06%  -56%
Change over 2010/11 -11.3% -18.0% -186% -23.1%

Note:

The amount shown for 2010/11 is the Council’s actual Formula Grant allocation adjusted fo
reflect changes in the structure of government grant funding. The adjustment provides a base
figure which, in the government’s view, is comparable with those for 2011/12 and future years.

2.4 The Local Government Finance Settlement also simplified government grant funding. The
number of specific grants ringfenced for specified purposes has been reduced very
substantially. Some of these grants have ceased, some have transferred into Formula Grant
or into one of the continuing specific grants including the Dedicated Schools Grant. The
previous Area Based Grant has also ceased with part of this funding transferred into other
grants. Government grants for 2011/12 are shown in Appendix G.

The change in the structure of grant funding is shown in Table 2 below:-

TABLE 2 — Revenue Grants

REVENUE GRANTS 201011 201112
£m £m
Formula Grant 192.0 211.3
Area Based Grant 54.0 0
Dedicated Schools Grant 397.8 4752
Other specific grants 107.1 32.3
Council Tax Freeze Grant 0 6.3
Total 750.9 725.1
Notes:
The Dedicated Schools Grant for 2011/12 has not yet been determined.
Further details are shown in Appendix G.




3. REVENUE BUDGET OVERVIEW

The Council’s overall revenue budget

3.1 Government grants — the Council’s main source of income —will be reduced substantially
and for a prolonged period. The Council’s other main source of income — council tax — is set
by the Council and can be increased. However, the Council would not wish to increase the
council tax substantially particularly as it aims “to keep the level of council tax one of the
lowest in the country.” The Secretary of State also has powers to limit council tax increases.

The Council’s total income will therefore reduce and its spending must reduce accordingly.

3.2 The Council also faces pressures due to increased costs. Some of these can be
accommodated within existing budgets but some external pressures will add to the Council's
costs. These include the county’s increasing population and, in particular, the impact on the
Council’'s social care budgets of increasing numbers of older people. Price increases,
including energy price increases, will also impact on the Council’s costs as will other costs
such as annual increases in landfill tax. Budgets allow for price increases of 1% in 2011/12
and 2% p.a. thereafter. No provision has been made for pay awards over the next two years.
In addition, the Council will have some new responsibilities including concessionary fares and
acting as the lead flood management authority for Lincolnshire.

3.3 Substantial savings are necessary in order to bridge the potential funding gap between
current spending plus unavoidable cost pressures, and the income available to the Council.
Proposed savings have been identified in a thorough review of all the Council’s services and
activities. The review has identified those essential services which the Council must maintain
or largely protect and those which, whilst desirable, must be reduced or stopped.

3.4 Particular priority has been given to public safety issues with the following services wholly
or largely protected:
e Safeguarding children
Fire and rescue services
Winter maintenance of roads
Council funding for police community support officers
Emergency planning.

3.5 It is also proposed to:
e Maintain existing provision for concessionary fares
¢ Maintain community grants
¢ Maintain current spending on road maintenance taking both revenue and capital
spending together
e Provide for new responsibilities in relation to flood management.

3.6 Total annual savings rise to £125m over a four year period, or 25% of the base budget.
An analysis of savings by service is shown in Appendix H. A large portion of the total savings
— 46% - are planned for 2011/12 since the largest government grant reductions fall in the first
year of the Spending Review period.

The overall position is shown in Table 3 below:-



TABLE 3 — Summary Revenue Budget

SUMMARY REVENUE BUDGET | 2011/12 | 2012/13 | 2013/14 | 2014/15
( excluding schools ) £m £m £m £m
EXPENDITURE :
Base budget 4956 463.3 453.2 458.4
Cost pressures 51.5 6.7 245 13.6
Savings -57.1 -30.5 -19.3 -17.9
Total expenditure 490.0 439.5 458.4 454 1
Council Tax Freeze Grant -6.3
Change in use of reserves -20.4 13.7
Budget requirement 463.3 453.2 458.4 454.1
INCOME :
Formula Grant 211.3 195.2 194.0 183.1
Council tax 252.0 258.0 264.4 271.0
Total income 463.3 453.2 458.4 4541
PERCENTAGE ANNUAL
CHANGES :
Budget requirement -6.5% -2.2% +1.1% -0.9%
- General government grants -11.3% -7.6% -0.6% -5.6%
Council tax 0.0% 2.5% 2.5% 2.5%
A more detailed analysis for 2011/12 is included at Appendix M.
TABLE 4 — Service Budgets
Service Budgets ; 2010/11 2011112 2012113 201314 201415
£m £m £m £m £m
Adult Social Care 140.000 130.639 125.933 123.223 124.394
Culture & Adult Education 13.400 12.212 11.321 10.539 9.647]
Safer Communities 8.020 6.576 6.085 6.207 6.276
Healthier Communities 19418 18.160 17.999 17.859 18.203
Children's Universal Services 41.099 57.661 57.409 57.627 58423
Children's Targeted Services 19395 15.641 9.615 9.733 9.794
Children's Spedalist Services 39574 40.837 39563 39.838 40,084
Eary Intervention Grant 0.000 -24.052 -25.537 26.048 -26.570
[Highways & Transportation 45.014 48 333 48.576 49.794 50.844
Environmental Management 26.274 26.413 27.070 24.985 23.575
Economic Regeneration 4112 2.987 2.984 3.044 3.073
Fire & Rescue and Emergency Planning 23.647 22.641 2.721 24.062 24.353
Resources 28.065 25.476 24.376 24.236 23.356
Chief Executive's Office 28436 28.161 24.720 24.714 24.855
Delegated Schools Budgets 346.026 435.065 435.065 435.065 435.065
Central Services within the Dedicated Schools Budget 35092 35.092 35.092 35.092 35.092
Other Budgets 57 515 70.289 65.435 73.675 68.884
Dedicated Schools Grant -386.164 -475.203 -475.203) 475.203 -475.203
Total Net Expenditure 488.924 476.978 453.224 458.442 454.146
Transfer to reserves 6.703 -13.700 0.000 0.000 0.000
Budget Requirement 495627 463.278 453.224 458.442 454.146

3.7 The budget includes an emerging pressures contingency of £3m to meet new demands
including those which may arise from the Council’s lead management responsibilities for flood

management.

3.8 The corporate redeployment and redundancy budget is increased to £15m for 2011/12

but reduced to £2m p.a. thereafter.

3.9 In order to balance the budget, it is proposed to use £13.7m of the Waste Management
Reserve in 2011/12. The budgets for the following three years are balanced with no planned
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use of reserves. The Waste Management Reserve set aside to help fund the Energy from
Waste project, is planned to rise to £25.5m at 31 March 2011.

3.10 No change is planned in the use of the Council’'s general reserves which, at 31 March
2010, stood at £14.9m or 3.1% of the Council’s budget.

Council Tax

3.11 It is proposed that the Council sets the 2011/12 council tax at the same level as the
2010/11 tax. The government will provide a Council Tax Freeze Grant where a council sets its
tax increase at 2.5% or less. This is provided for at least the four years of the Spending
review period. The grant is worth £6.3m per annum to the Council and is calculated as the
equivalent to the extra income which the Council would have received if it had increased
council tax by 2.5%. The proposed council tax for 2011/12 is shown at Appendix B.

3.12 Council tax increases for future years are projected at 2.5%.

4. SERVICE REVENUE BUDGETS

Service revenue budgets in each year are shown in Appendix A and described below.

The net change in service budgets over the next four years is shown in Table 5 below. This

includes both additions to budgets as well as savings, and is adjusted to remove the effects of
changes in functions and funding so as to give a like for like comparison.

TABLE 5

CHANGE IN SERVICE REVENUE BUDGETS OVER Budget | Overall net

FOUR YEARS savings | changein
% budget
%

Fire and rescue services -3% -1%
Highways and Transportation -18% -3%
Universal children’s services -15% -4%
Specialist children’s services including children’s social -11% -5%
care
Healthier communities — health and wellbeing -13% -6%
Environmental management including waste -58% -10%
management
Adult social care -28% -11%
Resources -22% -15%
Chief Executive’s Office -21% -16%
Trading Standards, Youth Offending and safer -27% -24%
communities
Economic regeneration -28% -25%
Culture and adult education -31% -28%
Targeted children’s services -64% -62%
Average reduction in service budgets -25% -12%

The phasing of savings is shown in Table 6 below together with the phasing of the reductions
in Formula Grant.



TABLE 6 — Annual Profile of Savings

% of four year Formula Grant LCC Budget Savings
savings
% . %
By 2011/12 49% 46%
By 2012/13 78% 70%
By 2013/14 80% 86%
By 2014/15 100% 100%

4 1 Adult Social Care

4.1.1 The priorities which have been determined as part of the review of services are

e Support for adults who meet our eligibility criteria
e Prevention — both universal and targeted
e Safeguarding

The rational for these priorities is that they cover all of what is deemed as core business and
therefore allow the organisation to continue to meet need.

4.1.2 The reasons behind the proposals are twofold, firstly to help achieve the Councils’
objective to reduce its budget commitment over four years, and secondly for adult social
services to achieve a balanced budget position and an on-going sustainable budget.

Therefore the proposals being put forward offer a range of actions in order to achieve the
proposed annual savings between April 2011 and 2015.

4.1.3 The total current budget for Adult Social Care is £140.0m.

The proposed budgets are:
2011/12 £130.6m
2012/13 £125.9m
2013/14 £123.2m
2014/15 £124.4m

4.1.4 The budget assumes a saving of 28% over the four years - with years one and two
showing the most reduction, with savings coming from improved efficiencies and value for
money wherever possible.

4.1.5 Funding for demographic pressures of £12m has been allocated over the coming four
years including increasing numbers of older people.

The NHS is receiving substantial additional funding intended to support social care particularly
where this reduces demand on health services. The Council will be seeking NHS financial
support for preventative work to supplement the provision which it is making for increasing
demand.



4.1.6 The service will be receiving a new learning disabilities and health reform grant to
support the additional costs following the transfer of further learning disability responsibilities
from Health. The allocations are £5.755m in 2011/12 and £5.892m in 2012/13.

4.1.7 Adult social care is the Council’s largest budget and the net reduction in the budget over
four years is 11% which is slightly below the average reduction required in service budgets.

4.1.8 A savings plan details the service areas we will be targeting over the coming four years,
and ranges from staff reductions, particularly management layers, to changes to service and
how we provide them.

There are a large number of proposals to change contracts with providers and particularly how
the Council contracts with the onset of personal budgets. The service will ensure it fully utilises
and maximises contracts, whether they are internal or external.

A number of services will be changed with new and different service models developed which
will deliver improved value for money.

4.1.9 The service will still meet the statutory requirements of an adult services provision. The
National Assistance Act 1948 is clear that local authorities have a duty of care through
assessing and meeting the person’s needs. The Council however is allowed to determine
what resources will be made available to meet people’s needs. Therefore although individuals
may perceive services are being stopped, in the majority of cases it will be provided in a
different way e.g. further developments of personal budgets and with different providers.

4.1.10 Although the service is seeking to front load the savings to the first two years of the
plan it is confident that phasing allows for flexibility and importantly minimises some of the
risks.

4.1.11 As the service provides social care, which is meeting in most cases people’s personal
care needs, there will of course be a number of risks. These have been identified in the
savings plan and will form part of the service risk register. The service has also undertaken an
equality impact assessment of the proposed plan which again highlights areas of potential risk
which are built into the process, all of which will be monitored through the transformation
programme.

4.2 Children’'s Services

4.2.1 The total budget for children’” services in 2010/11 is £100.068m.
The budget for 2011/12 includes an addition of £0.450m for front line social
work.

Savings, phased over four years, are :

2011/12 £11.379m

2012/13 £9.564m

201314 £1.520m

2014/15 £0.589m

The savings represent 23% of the base budget.

4.2.2 The service has carried out a complete overhaul of the services currently provided. It
proposes that front line safeguarding services are largely protected to ensure our most
vulnerable children are safe from harm. Children's Services are committed to retaining as
much preventative services as are affordable including Children’s Centres and Family Support
as there is evidence that early intervention targeted on those most in need helps children and
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families to thrive. The service also proposes protecting services which are statutory duties
such as school admissions, education of excluded children and home to school transport,
although it seeks policy changes in this area.

4.2.3 The priorities for Children’s Services in the future will be:
Safeguarding

Looked After Children

Support for Children with Additional Needs

Prevention

4.2.4 The service expects that there will be visible reductions in the level of service provision
across almost all areas as it seeks to protect safeguarding and statutory services.

The more significant areas of change in the proposals are:

¢ The number of managers reduced as a result of the senior management restructuring.

¢ Back office functions decreased to protect frontline services.

e A traded offer for services which promote inclusion and behaviour has been made to
Academies. If not financially viable, these services could stop.

e School based interventions reduce as funds are given to schools directly and the
regulations change as outlined in “The Importance of Teaching: The School's White
Paper”.

o Statutory transport home to school/college continues - with policy changes.

e Teenage Services remodelled to mirror Government Big Society aspirations.

e Careers information, guidance and advice to young people provided in future by
schools and a national careers service.

e Contracts for non-statutory community based services stopped.

e Remodelling of services for children with disability to drive forward the personalisation
agenda through direct payments.

4.2.5 The scale of these cuts has inevitably led to a refocus of priorities and a reconfiguration
of the service’s management and workforce in order to meet our statutory duties and retain
safeguarding services. The impact on local families, children young people and our workforce
will be significant and should not be underestimated. The service will focus resources on the
most vulnerable children and young people moving away from universal provision. In doing
this it will seek to maintain a level of targeted prevention which will, it is hoped, contain the
number of referrals into child protection and regulated services. This is part of a deliberate
strategy to maintain costs in these areas.

426 Policy changes in transport will impact on home to school / college routes and
contributions and this will be subject to a separate consultation process.

4.2.7 Children’s Services seek to front load budget reductions in management and back office
functions so that it can protect front line safeguarding services. Services which the service
trades with schools will be phased for years 2 and 3 so that it can explore the commercial
viability of these services. The shift from universal services to a targeted model of delivery will
be implemented across year 2, so by year 3 we will have a revised service delivery model.
Transport policy changes will be introduced from 2011 onwards.

4.2.8 Key risks in deliverability are:

s Mobilisation time to realise staffing savings
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Transport policy changes are required to be subject to public statutory consultation
which will take a minimum of 12 weeks

Volatility of transport budget: though we are proposing ambitious savings in relation to
policy changes and procurement savings, transport is inherently at risk due to volatility.
Dissatisfaction in the community of proposed reductions and policy changes

4 2 9 Risks to the service areas include:

Escalating costs for fostering and out of county residential — Children’s Services have
been highly successful in reducing and effectively managing these budgets which are
highly volatile. A key risk is that reduction of preventative services may lead to an
imbalance of effective support leading to the numbers of children in need of statutory
services escalating

Reduced Universal Services for Children and Young People — Children’s Services have
been highly successful in the delivery of services to Teenagers. Youth Work, whilst a
non-statutory service, features highly in communities as a method of reducing the
perception of; and actual anti-social behaviour by young people. This risk could be
managed through a community development model with volunteers and community
members encouraged to support the delivery of positive activities

Services to promote learning — reductions in resources to assist LCC to intervene
within schools causing concern places at risk our ability to promote high standards of
education. However, as funding is going direct to schools, there are opportunities for
schools to purchase services which best meet their needs

4.3 Schools

4.3.1 The Department for Education announced arrangements for school funding on 14
December 2010. The key points are set out below:

4.3.2 Local Authority and school funding

This is a two year settlement for councils, with one year’s details for schools.

School funding will maintained at ‘flat cash per pupil’ until 2014-15 i.e. funding will rise
with pupil numbers. The pupil premium will be additional to that.

The current distribution methodology for funding councils remains unchanged.

The Department is simplifying arrangements and the Dedicated Schools Grant will now
include resources from previous specific grants. Councils will be required to take
account of the previous level of these grants in constructing their settlement for schools,
to prevent turbulence in grant distribution.

The 2010/11 guaranteed unit of funding in Lincolnshire was £4,098 per pupil. The
streamlining of grants will add a further £699 to that in 2011/12.

Some individual schools may see cash cuts in their budgets due to falling rolls or
because of other changes made by the Council to its local funding formula.

To provide a degree of protection, the minimum funding guarantee has been set so that
no school will see a reduction, compared with its 2010-11 budget (excluding sixth form
funding), of more than 1.5% (in the previous three year period, schools were
guaranteed a 2.1% increase in per pupil funding). The guarantee applies to a school's
overall 2010-11 budget including grants that have been mainstreamed.

The Department will stop double funding pupils registered at both schools and at pupil
referral units. This may reduce funding in Lincolnshire by ¢.£0.3m.

New arrangements will ensure that councils with falling rolls lose no more than 2% of
their budget.

Academies in Lincolnshire currently receive an extra ¢.£460 per pupil to cover services
no longer provided to them by the LA. The Department is recovering the funding of this
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from councils by reducing their Formula Grant allocations. Lincolnshire’s Formula
Grant is reduced by £2.4m in 2011/12 and by a further £1.9m in 2012/13.

4.3.3 The pupil premium :

[

The pupil premium is in addition to the underlying schools budget.

Nationally, the pupil premium will be £625m in 2011-12, rising each year until 2014-15
when it will be worth £2.5bn.

In 2011-12, it will be allocated to those pupils eligible for free school meals.

However, from 2012-13 the aim is to extend the reach of the premium to those who
have previously been on free school meals (this might record children that were eligible,
say, in the previous 2 or 5 years).

The level of the premium in 2011/12 will be £430 per pupil and will be the same for
every deprived pupil, no matter where they live.

The Government’s objective is to reform the underlying funding system to ensure that
over time deprived children in every part of the country receive the same level of
support. Therefore, shire counties may gain more than many other LAs in future years
because their overall funding level is currently lower.

Schools will be free to deploy the pupil premium as they see fit, to raise the attainment
of those children.

. However, new measures in the performance tables will help capture the impact at

school level.

As Looked-after children face additional barriers to reaching their potential, those pupils
will also receive a premium of £430.

A premium for the children of armed services personnel will be allocated at a rate of
£200 in 2011-12.

4.4 Roads and Transport

4.4 1 The total base budget for Highways and Transportation Services for 2011-12 is £48.383
million.

This total includes funded cost pressures for energy, £246k; transfer of the forward design
costs from capital to revenue, £875k ( to be reviewed during the year ) and new funding for the
Concessionary Fares Scheme of £7.071 million and an additional £2.736m for road
maintenance.

4.4.2 The new budget includes identified savings to the value of £8.276 million phased over
2011-12 (-£7.849 million) and 2012-13 (-£0.427m).

4.4 3 Highways and Transportation has undertaken a “zero based budget review” prioritising
front line, safety and road maintenance services.

In particular the winter maintenance service remains funded as 2010-11 at £4.63 million.

4.4.4 The management of concessionary bus fares for older people transfers to the County
Council from district councils in 2011-12. 1t is proposed to continue funding use of the
concessionary bus pass above the minimum statutory requirements.

The Council will continue to support the Road Safety Partnership.

4.4.5 There will be reductions in service levels across most areas of service provision.

The most significant changes are:
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¢ cessation of funding for “dial a ride” services and reductions to the supported bus services
network.

¢ reduction within environmental maintenance of highways resulting in reduced frequencies
of grass cutting, weed control and public rights of way maintenance.

¢ less funding for the divisional highways service , which will require different ways of
handling requests from the public, Highways Act enforcement and inspection programmes.

e reductions to the Public Rights of Way service.

e frequencies for routine maintenance will reduce for minor road repairs, street lighting, traffic
signals and structures.

4.4.6 These reductions will lead inevitably to a refocus of priorities and a reconfiguration of our
management and workforce as well as those of the Council’s Alliance Partners as we attempt
to meet our statutory duties and retain acceptable levels of safety and serviceability across the
network.

The impact on the community and travelling public will be noticeable. The service will,
however, prioritise its resources on providing essential maintenance and safety whilst striving
to deliver a reasonable level of public service including support for public transport.

4.4.7 In order to effectively manage the impact of these proposed changes in service levels, -
the majority (95%) of the savings will be realised in year 1 (2011-12) with the remainder
predicted to be recovered in year 2 (2012-13).

4.5 Environment

4.5.1 The Environmental Services Department provides a range of services including Waste
Management, Environmental Management, including Flood Risk, and Spatial Planning.

4.5.2 The Waste Management budget will reduce from £21.63m to £20.07m over the four year
spending period. This service will see increased pressures from increasing waste arising due
to population growth and additional landfill taxation charges. The service will also commission
its new Energy from Waste Facility in 2013 and whilst there is a revenue cost for the facility
itself and the four new transfer stations required, the facility will make considerable savings
overall as a result of diversion of waste from landfill charges and associated taxation.

4.5.3 The Waste Management service will also look to provide in the second year of the
spending period additional savings of £1.2m from optimising its Household Waste Recycling
Centre operations. These savings will be made through a combination of closures and
reduced opening hours, it is hoped that this will have a limited impact on service. Other
savings will be found from changes to external services contract terms and conditions and
general development and administration costs.

4.5.4 The Environmental Management services budget will be reduced from £1.84m to
£1.15m over the spending period. The majority of this saving will be made within the first year
and will involve a review and scaling down of strategic, environmental projects, services and
functions, including the Council’s support to the partnerships it currently supports, and its
sustainability/climate change function. The latter will be largely maintained to help deliver
wider council savings from improved energy efficiency. In 2011/12 the Council takes on new
duties for flood risk management under the Floods and Water Management Act, Defra are
providing specific grant funding of £239,000 in 2011/12 and £689,000 in 2012/13, however,
the council is continuing to work with Defra to secure additional funding to enable the works to
be carried out together with match funding from within the Council’s proposed budget.
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4.5.5 The Spatial Planning services budget will reduce from £1.43m to £1.34m. Most of this
saving will be made through vacancy management, reduced consultancy/advisory costs and
introduction of some charges for services (i.e. monitoring and enforcement). The service will
maintain its capability in terms of the processing and determination of planning applications,
but may suffer losses within the spending period as a result of reduced income from planning
and inspection fees. The department is also exploring the possibility of working within districts
for the provision of joint Historic Environment services.

4.6 Healthier Communities

4.6.1 The objective of the service is to provide excellent services to local people which protect
and promote their health and wellbeing within the resources available to the Council. To focus
reductions in costs on services that are not proven to be effective or are not well regarded by
service users and the public.

4.6.2 To retain spending on areas of service that save money in the medium to longer term by
keeping people well and independent, increasing their ability to help themselves and are
proven to be effective.

The total budget for the current Public Health Directorate is £19.418m.
The proposed budgets, on the basis of the current Directorate are:

2011112 £18.160m
2012113 £17.999m
2013/14 £17.859m
2014/15 £18.203m

These totals are inclusive of unavoidable cost pressure and savings required to support the
organisations overall financial position in subsequent years.

4.6.3 In order to reduce impact of forecast increases in demand for higher level and more
costly services, as well as keeping people well and independent for as long as possible a
number of preventative services have been protected.

Longer and shorter term preventative services are protected ranging from services that
support people to adapt to their changing needs like the award winning First Contact service
through to services that prevent people being evicted from their homes if they fall behind on
their mortgages in these tough economic times.

4.6.4 Supported Housing services to lower risk customer are being reduced or changed to
allow them to be provided at lower cost than previously.

4.6.5 The overall reduction in services will be around 12% over four years and this will enable
preventative services to be protected as described above. The majority of savings will be
delivered in 2011/12 with a ‘flat’ profile of reductions over the remaining three years.

4.6.6 A number of the service changes have already been subject of much public debate and
the risk of not delivering them is low.
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47 Trading Standards, Youth Offending and Safer Communities

471 The Youth Offending Service (YOS) receives 40% of its funding from LCC, the
remainder of the core budget is made up of a grant from the Youth Justice Board,
contributions from partners agencies within the county (police, probation service etc) and
some time-limited central funding.

4.7.2 An independent review of the YOS has been commissioned, which sees a streamlining
of the service structure and a realignment of resources to required areas. Since
commencement of the review, all vacant posts have been frozen and resources re-distributed
in anticipation of implementing the new structure. We still await confirmation about some time
limited funding, but consultation has begun with staff who may be at risk. Implementation of
the YOS Review has been delayed as a result of the organisational-wide, budget challenge
process and the review will form part of the wider organisational change as a result of the
budget changes.

4.7.3 The Drug and Alcohol Action Team will move to the Director of Public Health (as part of
the LCC management restructure). Some Community Safety Partnership support resources
have been reduced (primarily analytical resources) but frontline services in respect of Multi-
Agency Risk Assessment 1(MARAC) have been protected as have other programmes. The
final year of these programmes focuses on reducing violent crime and anti-social behaviour,
domestic abuse, substance misuse and the level of re-offending. Often these resources are
centred around families with complex needs and all interventions are county-wide initiatives
involving all partner agencies. Implementation of the changes detailed above will begin in the
New Year.

4.7 4 External time limited funding of £350k will expire within the arena of Trading Standards
as of 31 March 2011. This includes targeted work in packaging reduction, monitoring animal
movements, doorstep crime initiatives etc. The Trading Standards Unit has statutory functions
including consumer safety, fair trading, food quality, animal health & welfare, weight &
measures etc.

4.7.5 In light of a reduced budget, these activities will have to be informed by an accurate risk
assessment and with a reduced capacity, the Unit will have to devise targeted interventions
into specific areas. All activities will continue but each will have to be scalable i.e. targeted
enforcement, prevention or education work will have to be informed by a risk or threat
assessment. This area of work will merge with Safer Communities and its restructure will
begin in 2011.

4 8 Fire & Rescue and Emergency Planning

4.8.1 Fire and Rescue provide a range of activities across the 4" largest geographical county
area in England, designed to protect and preserve life and reduce the harm to the community
from risks ranging from flood to fire, environmental damage to road traffic collisions. The
service is organised under three key doctrines of prevention, protection and response and
delivers the services under those doctrines to all communities across Lincolnshire with the
prevention and protection strategies targeted at the most vulnerable and higher risk groups.
The service only delivers statutory services for which it generally performs well with many
activities judged as good when compared with others and is judged to be efficient in its use of
resources. Lincolnshire generally is a safe place to live, work, and visit and the risk from fire is
low.

15



4.8.2 The current budget for Fire & Rescue is £23.1m which includes £412k for the final phase
of developing water rescue response across the county. The budget will reduce by £1.0m In
201112 to £22.14m with the bulk of the reduction from efficiencies such as internal
restructuring, removing posts currently vacant, and reducing activity in areas such as
community fire safety.

4.8.3 There are targeted increases in income generation as well as reductions in the number
of appliances attending fire alarms and a reduction in contract payments. Some of the
reductions in activity will be offset by an improved use of wholetime resources.

4.8.4 There are a number of cost pressures facing F&R in the coming 4 years, all driven
externally. In order that F&R may assess their impact the budget has been reviewed on a
single year only basis so as to allow time to complete a further review and identify potential
savings in the light of those costs pressures and the need to ensure a sustainable service in
the longer term.

4.8.5 Fire & Rescue will, therefore, undertake a fundamental review of its response services in
2011/12. No changes to the number of fire stations or the numbers of appliances delivering
the response strategy are planned. There will be some adjustments to the manner in which
stations are staffed in order to continue to protect the front line service.

4.8.6 Emergency Planning provides the statutory response on behalf of the County Council in
preparing to meet emergencies across the county including floods, animal disease and
pandemic flu. It oversees the county’s risk register and acts as secretary to the Local
Resilience Forum. It maintains a number of statutory plans and liaises with the top tier major
risk sites in planning for community protection. An external peer review in 2010 shows the
service to be very lean and high performing.

4.8.7 The current budget is £549k and in 2011/12 this budget will reduce to £500k (9.8%). This
will be achieved by not replacing staff who are due to leave and some re-prioritisation of plans
prepared.

4.8.8 In 2011/12 a review of the service level agreement with the districts and city council is
planned to be carried out to look at a shared service approach to improve the levels of
emergency planning provided across the county.

4.9 Culture and Adult Education

4.9.1 The Culture and Adult Education service will see it's base budget reduce by £3.6m over
the four year spending period reducing from £13.4m to £9.6m.

The main service areas that have been protected during this review are those where there are
statutory requirements, contractual obligations or significant claw back clauses for external
funding received.

4.9.2 The Council will be reducing it's Outreach and Community Education programme. The
Council is currently reviewing the library service including options for community involvement.
The Heritage service has already undertaken a review of it's activity, and alternative methods
of managing it's collections in some heritage sites is already being implemented. Any Service
Level Agreements which the service is currently funding will be reviewed before they are
renewed.

4.9.3 The Adult Learning that is currently commissioned by the service, is wholly funded by the
Skills Funding Agency, we should shortly receive clarification of the status of the funding for
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the academic year 2011/12 onwards. There will also be some winding down of the regional
activity through the Renaissance East Midlands (REM) programme, which is funded by the
Museums Libraries and Archives Council. This funding reduction will also have an impact on
the service.

4 .10 Economic Regeneration

4.10.1 The 2010/11 budget of £4.112m will reduce to £3.073m in 2014/15 a reduction of 25%.

Economic Regeneration has assessed the way that the local economy requires support over
the coming years. The emphasis is on creating and maintaining the infrastructure which will
enable businesses to thrive. The service will continue to make the case for government
investment in Lincolnshire, both through its own local government routes and through the
strong business voice that the Local Enterprise Partnership brings. The service’s priorities will
be:

e Investing in, and facilitating, economic infrastructure —digital networks, business sites
and premises, tourism attractions, area based growth and regeneration programmes
Raising skills levels in the county to meet employers’ needs

Supporting Business networks that deliver growth and investment

Accessing funding to support economic growth

Lobbying for Lincolnshire

4.10.2 The service expects that there will be a reduction in the level of service provision as we
seek to protect the priorities set out above. These have been based on an analysis of where
there is not a market failure — i.e. where other providers, or the private sector businesses
themselves, deliver services - and of the likely impact of initiatives within the current economic
climate. There will be a more prioritised approach including:

¢ Back office functions decreased to protect frontline services
e targeted promotion of Lincolnshire to private investors and tourists
¢ Less direct support to community groups

The emphasis on creating the conditions for economic growth is expected, however, to enable
the Lincolnshire economy to continue to grow.

4.10.3 The budget reductions have been frontloaded in order to ensure the priority areas are
shaped quickly and provide a stable, sustainable economic regeneration service. The benefit
of this is that it sends a clear message to partners that the County Council’'s approach is clear
and they can have confidence in it as they plan their own actions.

4 11 QOrganisational Support and Improvement

4.11.1 The Resources Directorate provides a range of support services to the Council such as
finance, internal audit, strategic property, business support, procurement and legal services.
Such services are generally delivered through partnership arrangements with other partners in
the public and private sector. Public facing services in the form of registration and celebratory
services together with a coroners service are also provided and there are only marginal
adjustments in these service budgets.

4.11.2 The current budget for this Directorate of £28.1m will reduce by £2.6m (9%) in 2011/12
and by a total of £4.7m (17%) by 2014/15. There are no identified significant cost pressures in
these areas that require additional funding over the next four years.
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4.11.3 In essence savings are being delivered by scaling back of existing provision whilst
maintaining a level of service commensurate with any relevant statutory requirements or client
expectations. No major service areas are being removed and, in overall terms, it is expected
that services of an adequate standard will continue to be provided.

4.11.4 The savings impact upon strategic partners of which Mouchel is the most significant in
expenditure terms. The expectation is that Mouchel support services can be scaled down
commensurate with the level of overall reduction required. This represents a key risk for this
initiative and has been reflected in a savings profile that, in many cases, spreads the burden
over the four year budget period. In cases where savings are within the direct control of the
Directorate these have generally been planned to take place during 2011/12.

4.11.5 The Chief Executive’s Directorate current budget will reduce by £3.6m, over the four
year spending period, going from a current budget of £28.4m to £24.8m in 2014/15. Chief
Executive’s provides support services to the Council, such as HR, ICT, Programme and
Performance Management, Corporate Communications and also provides support and
scrutiny functions to Councillors and the democratic process.

4.11.6 A significant cost pressure, included in the service budget, is for IT licence cost which
can no longer be met from capital budgets due to a change in accounting requirements.

A development for the operation of Community Based Budgets has been added to the service
budget, along with a resource for LCC to engage with new government initiatives.

4.11.7 The savings of £6.1m (21% of the base budget) will be delivered by scaling back
existing provision and amalgamating teams to reduce management costs. Changes to IT
managed services will also contribute towards these savings but also improve service. No
service areas are being removed, and it is expected that services will continue to be provided
at an adequate, though reduced level.

4.11.8 Temporary resources previously added to this area to facilitate the Value for Money
programme will be reduced in 2011/12 and removed in 2012/13.

4.11.9 The phasing of these reductions are in the main planned to be implemented in 2011/12.
Major change will take place across the Council in the next year so HR services will be
reviewed once initial major changes have been implemented.

5. CAPITAL PROGRAMME

5.1 2010/11 is the third year of the current five year programme.

The programme was reduced by 20% last year but continues to generate a major cost
pressure in the Council’s revenue budget as a result of additional debt repayments and
interest on new borrowing.

The programme has been reviewed so as to reduce the impact on the revenue budget
particularly in 2011/12, largely through rephasing and removing unallocated provision within
the programme.

5.2 The Council, as part of the Local Government Finance Settlement, has also been notified

of capital grants for roads, schools and adult social care. Previously, government support for
capital was largely through supported borrowing. The new capital grants are welcome since

18



they allow the Council to increase capital spending on roads and schools whilst reducing the
impact on its revenue budget.

The proposed programme is shown in Table 7 below.

TABLE 7

Capital Programme 2010/11 to 2014/15

' 2010/11 . 2011/12  2012/13 2013/14 2014/15

£m £m £m £m £m

Roads and Transport 53.1 29.8 48.2 27.5 27.7
Schools 81.1 35.5 9.4 0 0
Environment 285 44.0 54.0 26.0 0
Economic Development 11.0 33.8 13.4 2.5 9.0
Other Services 22.9 24.0 12.3 1.0 0.9
Unallocated 0.6 0 0 33.5 39.1
Gross Programme 197.2 167.1 137.3 90.5 76.7
Revenue Funding 4.5 4.5 4.5 4.5 4.5
Use of Capital Receipts 1.9 4.0 13.4 20 2.0
ll\JASa?\;);(\a/ynaeS;? Reserve 0 0 0 s 0
Use of Other Reserves 2.6 0 0 0 0
Government Grants 86.1 58.6 36.6 27.5 27.7
Contributions 2.3 14.3 0.4 0 0
Borrowings 99.8 85.7 82.4 448 42.5
Total Funding 197.2 1671 137.3 90.5 76.7

5.3 The capital programme for schools from 2012/13 does not at this stage include spending
which will be funded by capital grants. The Secretary of State has not yet announced capital
grant allocations for 2012/13 and future years. He did, however, indicate that “the level of
support for basic need and for capital maintenance each year to 2014/15 is expected to stay in
line with the total amounts allocated for 2011/12.” The amount allocated for 2011/12 is £21m.

5.4 Substantial elements of the programme for 2013/14 and 2014/15 are not allocated
between programmes at this stage and will increase spending on service programmes once
allocated.

The net programme is shown at Appendix J. This excludes capital spending funded by grants
and contributions and is the basis on which the capital programme will be monitored and
controlled.

6. PRUDENTIAL INDICATORS

6.1 The Council is required to agree targets for specified prudential indicators in relation to
capital financing and other treasury management matters. The Council also sets its own
targets in addition to the statutory ones. The main purpose of these targets is to ensure that
the Council’s capital financing, in particular its long term borrowing, is prudent, affordable and
sustainable. The proposed targets are set out in Appendix |.
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6.2 One of the key targets in the Council’s Financial Strategy is that “the repayment of
external debt including interest will be less than 10% of annual income from general
government grants, Dedicated Schools Grant and council tax.” This is projected to increase to
6.7% by 2014/15

7. MINIMUM REVENUE PROVISION

7.1 The Council has a duty to set a minimum revenue provision (MRP) which “it considers
prudent”. The aim is to ensure that debt is repaid over a period reasonably commensurate
with the period over which the capital expenditure funded by borrowing provides benefits.

7.2 The Council's current policy is to apply the average life method for caiculating MRP. This
is a prudent approach which is consistent with the Council’s Financial Strategy. It is proposed
to continue this method in 2011/12.

8. RESERVES

8.1 The Council’s target is to maintain general reserves within a range of 2.5% to 3.5% of the
Council’s total budget. Reserves at 31 March 2011 are estimated to be £14.9m or 3.1% of the
total budget. No use of or addition to general reserves is proposed. '

8.2 General reserves are projected to increase to 3.3% of total expenditure as a consequence
of the projected reduction in total expenditure.

8.3 The Waste Management Reserve is estimated to be £25.4m at 31 March 2011. The
budget proposes to use £13.7m of this during 2011/12. The remaining £11.7m will be used
toward funding the Energy from Waste Project.

9. SECTION 151 OFFICER’S STATEMENT ON THE ROBUSTNESS OF THE BUDGET
AND ADEQUACY OF RESERVES

9.1 The Local Government Act 2003 includes a statutory duty for the Council's Section 151
officer to report to the Council when it is calculating the council tax on “the robustness of the
estimates made for the purposes of the calculations, and the adequacy of the proposed
financial reserves.” The Council has a statutory duty to “have regard to the report when
making decisions about the calculations.”

9.2 The Financial Strategy requirement in relation to reserves is based on a full assessment
of the Council’'s potential financial risks undertaken in November 2010, informed by the
Government’'s October 2010 Spending Review. A key aspect of that strategy is that Council
will maintain its general reserves within a range of 2.5% to 3.5% of its annual budget
requirement.

9.3 Currently the Council’s projected year end general reserves stand at £14.9m or 3.1% of
the budget requirement (i.e. towards the top of the target range). There are no proposals to
add further to general reserves as part of the 2011/12 budget. Similarly, at present, there are
no further proposals to add to general reserves in either the provisional 2011/12 or 2012/13
budgets. However, the severity of the reduction in formula grant funding in 2011/12, coupled
with a range of unavoidable cost pressures in that year, requires the temporary use of £13.7m
from the Waste Reserve, an earmarked reserve established to assist with the financing of an
Energy from Waste facility for the county. Such funding will not be required in 2011/12 and
therefore provides appropriate bridging finance to cover the budget shortfall in that year. No
further use of earmarked reserves is envisaged in years beyond 2011/12.
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9.4 The November 2010 risk assessment encompassed a full assessment of the potential
financial risks facing the Council included the following:

The realism of budget estimates for —
o Payawards
Price increases
Income, including higher risk areas such as capital receipts
Savings
Provision for demand led services including children’s services, waste
disposal, adult social care, home to school transport, etc
Legislative changes in such areas as flood & water management and
concessionary fares

® o o o

Financial management arrangements including —
¢ The recent history of financial management performance
¢ Current financial management arrangements

Potential Losses including —

Claims against the Council

Bad debts or failure to collect income

Major emergencies or disasters

Failure to deliver budget savings

Default on loans made by the Council for cash management purposes

e & o o o

9.5 An assessment was also made of the provision against these financial risks including:

e A provision in the contingency budget which has been disaggregated
between a general provision and one set aside to deal with the estimated
impact of emerging pressures related to real of potential legislative change or
other unforeseen impacts upon the Council.

e Specific provisions in the accounts and earmarked reserves

e Provision for the funding of capital which provides additional financial
flexibility

e The potential for slippage and underspending of the capital programme

o The level of the Council’s general reserves

9.6 The Government grant settlement for 2011/12 and the year thereafter gives rise to an
18% reduction in formula grant for the County Council over that period. Further reductions are
expected, but not yet quantified, for 2013/14 and 2014/15. This presents a significant
challenge to the Council in balancing service delivery needs with the resources available. The
2011/12 budget therefore includes cash savings of £57.3m. For the most part the areas that
have been targeted to deliver these savings have been identified and are included elsewhere
in this report. A number of savings initiatives, particularly those targeted for 2011/12 and
2012/13, rely on completing and implementing service rationalisations and therefore an
element of risk exists in terms of the timing of the delivery of such savings. Close monitoring
of the delivery of these savings will be undertaken and, if necessary, corrective action will be
initiated to examine alternative options should this be necessary. The delivery of the detailed
schedule of planned savings will be monitored and reported regularly to senior management
teams and to Executive councillors as part of the formal, published reports.

9.7 Financial management remains an important consideration. Spending pressures continue
to arise in Adult Social Care relating to a range of factors such a demographic growth of the
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client base. In general terms budget pressures in 2010/11 are at, or slightly below, those
experienced in recent years. However, it is still expected that service related spending over the
whole Council will be in balance at the current year end with no need to apply the available
general reserves of the Councii.

9.8

In relation to the 2011/12 budget, Assistant Directors have provided brief notes on the

realism of their proposed budgets and their ability to manage within these budgets. In that
context the following points are relevant:

All Assistant Directors are aware that the savings target that has been set is a
significant one and will demand sustained and rigorous management action to ensure it
is delivered on target. All have affirmed their commitment to achieving the demanding
targets set with appropriate caveats as necessary.

Funding pressures will continue to exist in a number of service areas. The key pressure
areas are as follows:

(i) Adult Social Care — ongoing demographic factors are placing increasing
pressure on service demand at a time when historic supplementary funding
streams from the National Health Service and Central Government are reducing
albeit that new supplementary funding may be available from the NHS subject to
the conclusion of satisfactory agreements on the use of the funds in question.

(i) Environment (Flood & Water Management) — new legislation has assigned
the Council a range of additional responsibilities relating to flood and water
management within the County. This is likely to place an additional financial
burden on the Council’s finances in both revenue and capital terms. Some basic
provision has been included within the revenue budget with the potential that this
may be supplemented from the emerging pressures contingency mentioned
earlier.

(i) Road Maintenance — two consecutive severe winters have had a detrimental
impact on the general condition of road surfaces within the County. The road
maintenance budget has been supplemented above the level originally
envisaged in order to recognise the present situation.

(iv) Concessionary Fares — the County Council will inherit responsibility for this
service from the District Councils in April 2011. The Council has made what it
believes to be an adequate budgetary provision for delivering this service but it
recognises the demand led nature of the service may require that provision to be
reviewed in due course.

(v) Academies — The number and timing of Lincolnshire schools who will seek to
attain academy status presents a financial risk to the Council in terms of the loss
of funding for education specific and general support service costs. Relevant
services will be required to realign provision in the light of the take-up of
academy status by schools.

The capital programme has been reviewed as part of the current budget cycle and the
four year programme has been reprioritised in line with the strategic objectives of the
Council. Decisions on the actual use of the allocated funding in the later two years of
the period will be taken at a future date.
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9.9 Taking into account all these factors the Section 151 officer is satisfied that the budget is
realistic and that the level of reserves is adequate but notes that the assessment relies heavily
on:

¢ Continued improvement of financial management across the Council.

e Achievement of expected savings that rely on the timing of the delivery of organisational
restructurings arising from the budget core offer review.

9.10 The Government has announced an intention to undertake a fundamental review of the
funding of local government during the first half of 2011. This is likely to impact upon the local
government grant settlements for 2013/14 onwards. The outcome of that review may well have
significant impact on the amount of Government funding available to the Council. This will be
dealt with in future budget setting exercises.

10. CONSULTATION

10.1 The Council invited comments on its response to the financial challenges which it faces
and has consulted on its initial budget proposals. The comments and suggestions received
are summarised in Appendix C.

10.2 Individual scrutiny committees have considered proposals in their service areas and the

Value for Money Scrutiny Committee has considered the proposals as a whole. Scrutiny
Committee comments are also summarised in Appendix C.
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REVENUE EXPENDITURE

APPENDIX A

[ONE[ 201011 2011712 201112 |
REF BUDGET SERVICE BUDGETS BUDGET ORIGINAL
- L CHANGES |
£ ~ £ £
SERVICE BUDGETS

1 140,000,256 Adult Social Care -9,361,256 130,639,000
2 13,399,931 Culture and Adult education -1,187,931 12,212,000
3 8,020,037 Safer Communities -1,444,037 6,576,000
4 19,418,076 Healthier Communities -1,258,076 18,160,000
5 41,099,238 Universal Children's Services 16,561,762 57,661,000
6 19,394 592 Targeted Children's Services -3,753,592 15,641,000
7 39,574,000 Specialist Children's Services 1,263,000 40,837,000
8 0 Early Intervention Grant 24,052,000 -24.052,000
9 45,013,745 Highways and Transportation 3,369,255 48,383,000
10 26,273,968 Environmental Management 139,032 26,413,000
11 4 112,125 Economic Regeneration -1,125,125 2,987,000
12 23,647,412 Fire & Rescue and Emergency Planning -1,006,412 22,641,000
13 28,085,312 Resources -2,589,312 25,476,000
14 28,436,308 Chief Executive's Office -275,308 28,161,000
15| 436,455,000 TOTAL SERVICE BUDGETS -24,720,000 411,735,000

"SCHOOLS BUDGETS
16 | 346,025,800 Delegated Schools Budget 89,039,000 435,064,800
17 | -386,164,000 Dedicated Schools Grant -89,039,000 -475,203,000
18 35,092,410 Central Services within the Dedicated Schools Budget 0 35,092,410
19 -5,045,790 TOTAL SCHOOLS BUDGETS 0 -5,045,790

OTHER BUDGETS
20 3,000,000 Contingency 500,000 3,500,000
21 8,000,000 Emerging Pressures Contingency -5,000,000 3,000,000
22 42 140,377 Capital Financing Charges 13,017,766 55,158,143
23 0 Council Tax Freeze Grant -6,293,000 -6,293,000
24 0 New Homes Bonus Grant 0 0
25 4374513 Other 10,548,909 14,923,422
26 57,514,890 TOTAL OTHER BUDGETS 12,773,675 70,288,565
27 | 488,924,100 TOTAL NET EXPENDITURE -11,946,325 476,977,775
28 6,703,000 Transferto Earmarked Reserves -20,403,000 -13,700,000
29 0 Transferto General Reserves 0 0
30 | 495,627,100 BUDGET REQUIREMENT -32,349,325 463,277,775
MET FROM:

31 53,993,894 Area Based Grant -53,993,894 0
32 | 192,068,932 Formula Grant 19,269,568 211,338,500
33| 249,564,274 County Precept 2,375,001 251,939,275
34 | 495,627,100 TOTAL MET FROM -32,349,325 463,277,775
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COUNTY PRECEPT 2011/12

APPENDIX B

Council tax requirement

Total Budget Requirement

less
County precept

less

Council tax requirement

Formula Grant

Net surplus on district council coliection funds

£

463,277,774.64

211,338,500.00

251,939,274.64

218,980.60

251,720,294.04

Number of Council Collection County
Precepts to be levied on Band D tax fund precept
District Councils equivalent requirement +surplus/

properties -deficit

£ £ £

City of Lincoln 26,556.88| 28,301,401.45 146,628.00 28,448,029.45
Boston 19,548.90f 20,833,067.24 35,383.00 20,868,450.24
East Lindsey 47,860.00f 51,003,923.40 -71,727.00 50,932,196.40
West Lindsey 30,657.87) 32,565,216.48 218,037.00 32,783,253.48
North Kesteven 36,600.00f 39,004,254.00 0.00 39,004,254.00
South Kesteven 46,744 40 49,815,039.64 193,168.60 50,008,208.24
South Holland 28,336.00f 30,197,391.84] -302,509.00 29,894 ,882.84
Total 236,204.05 | 251,720,294.04 218,980.60 | 251,939,274.64

County Council element of council tax

Property
Band

Band A
Band B
Band C
Band D
Band E
Band F
Band G
Band H

by property band
Proportion Council
of band D tax per
property

£

6/9 710.46
779 828.87
8/9 947 .28
9/9 1,065.69
11/9 1,302.51
13/9 1,539.33
15/9 1,776.15
1879 2,131.38

25




BUDGET CONSULTATION APPENDIX C
The Council invited comments on its response to the financial challenges which it faces and
has consulted on its initial budget proposals. The comments and suggestions received are
summarised below.

Consultation with the public

The Council invited comments from the public during November and December via Inside
Lincoinshire and the Council web site. The financial position which the Council faced was
explained and comments invited including requesting suggestions for reducing spending.

30 responses were received which covered a variety of topics. Many of the responses
provided constructive suggestions on areas where spending might be reduced. Some of the
responses suggested how resources might be reallocated by identifying both areas for saving
and areas for additional spending.

The responses covered many of the numerous services provided by the Council and there
was no clear, overall majority view.

A further 15 responses were received on the specific budget proposals agreed by the
Executive on 5 January. Some of these provided further suggestions for savings. Some
responses raised concerns over proposed budget reductions including :

e Rural bus services

Trading Standards

Targeted children’s services

Services for children with mental health issues

Support for community radio.

All of these responses have been reviewed by Executive councillors.

Consultation with businesses, trades unions and other partners

The Council held two consultation meetings with partners both of which were well attended
and entailed useful discussions. The meetings were chaired by the Leader of the Council and
other Executive councillors also attended.

The first meeting was held on 30 November 2010. Council officers described the outcome of
the government’s Spending Review, the financial outlook for the Council and the Council’s
approach to this challenge. This was followed by a wide ranging discussion

A second meeting was held on 26 January following the publication of the Executive’s initial
budget proposals. Council officers described the provisional Local Government Finance
Settlement which set government grants to the Council for the next two years. The
Executive’s budget proposals were also explained including the need to reduce the Council’s
spending by £125m or 25% over the next four years in order for the Council to balance its
expenditure to its projected income. This was followed by a discussion with contributions from
most of those attending. The comments included some support for the Council’s general
approach and also some concerns on the impact of the proposed budget reductions.
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The Schools Forum also considered the Executive’s budget proposals at its meeting on 26
January. Amongst the issues which the Schools Forum considered was the impact of reduced
Council spending on services.

Detailed minutes of all these meetings are available.

Trade unions comments on Adult Social Care

Trade union members of the JCC requested to make representations to the Executive on the
budget proposals as they affect consultations on Adult Social Care. “While trade union
members are opposed to any cuts to services for vulnerable people, they are particularly
focussed on the disproportionate cuts that the Council is proposing for its own staff.

In 2011/12 it is proposed to cut the Adult Social Care Operations budget by £8m, a 25%
reduction in a single year. A further £1.4 m is to be cut from the staffing budget in the
Commissioning service area. In contrast, the £100m plus spent on commissioned services will
see no reduction in cash terms, and even taking account of cost pressures the impact will be a
small fraction of the cuts to be imposed on County Council employees.

We ask that the budget proposed by the Executive on 1 February, and determined by the
Council on 11 February, will allow sufficient leeway to enable a negotiated end to the Adult
Social care dispute on 18 February. We confirm the trade unions commitment to achieving
such a resolution.”

Comments from the Council’s scrutiny committees

Highways, Transport and Technology Scrutiny Committee — 10 January 2011

The Highways, Transport and Technology Scrutiny Committee supported the budget
proposals presented at the meeting.

The Committee noted that the time taken to respond to complaints from the public could
increase because of a likely reduction in resources to this area and that there was no
indication at this stage that there would be additional funding from the Government to repair
potholes.

With regard to Concessionary Fares, which would in future be operated by the County
Council, the Committee was concerned about the pressures on bus operators and the ability
of the Council to be able to support bus services in the current financial climate.

Economic Scrutiny Committee — 11 January 2011

The Economic Scrutiny Committee raised concerns regarding the constraints on the
discussion due to the level of detail which was able to be provided at the time of the meeting.

The Committee had concerns over which community groups would be affected by the budget
reductions and would not be receiving any support in the future.

Adults Scrutiny Committee — 12 January 2011

The Adults Scrutiny Committee supported the three elements in the core offer, and in
particular noted the emphasis on prevention, which aims to help people retain a better quality
of life for longer.
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In relation to additional funding allocated by the Department of Health to NHS Lincolnshire for
adult social care for 2011-12, the Adults Scrutiny Committee was advised that both NHS
Lincolnshire and the County Council would have to submit a joint plan to the Department of
Health, detailing how the funding would be spent. The Adults Scrutiny Committee requested
information at a later meeting on this topic.

The Adults Scrutiny Committee would continue to monitor its adult social care budget as a
regular element in its work programme.

Children and Young People Scrutiny Committee — 14 January 2011

The Children and Young People Scrutiny Committee was in agreement regarding the
necessary cuts suggested, but was very concerned that it has not been able to scrutinise the
budget fully, due to the lack of detail provided.

The Committee had concerns over school and college transport and felt that this was an area
that needed review and that whatever changes were ultimately made should be effectively
communicated to the general public.

Environmental Scrutiny Committee — 21 January 2011

The Environmental Scrutiny Committee considered a presentation relating to budget proposals
for Environmental Management Services and during a wide ranging discussion the Committee
highlighted a number of issues:

Planning Applications

The Committee recommended that advice on making planning applications should continue to
be available to individual members of the public and that the initial part of any advice should
be free of charge. In relation to business applications, the Committee felt that a charge should
be levied for any advice given as the taxpayer should not be subsidising an aspect of a
potentially profit making business enterprise. It was also recommended that retrospective
applications should attract a penalty charge.

Energy from Waste

The Committee was reassured that the budget proposals would not compromise this project
and that reserves had been set aside for this purpose. The Committee was also reassured
that the development would be complete and functioning before the more punitive landfill
taxes were introduced. The Committee explored options with officers for generation of income
from the facility, in particular the sale of heat that was generated.

Household Waste Recycling Centres

The Committee discussed the potential for the frequency of collection of household waste to
be increased. It was recognised that this was not a County Council function but it was queried
whether more frequent collections would put undue strain on Household Waste Recycling
Centres in the future. The Committee was reassured that the Centres would be able to deal
with more frequent deliveries of waste.

Environmental Partnerships

It was recognised that some partnerships would experience changes as a consequence of the
budget proposals. However, if handled correctly there should be no impact on the ability of
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partnerships to deliver a good quality natural environment that is at the heart of the County's
philosophy.

Value for Money Scrutiny Committee — 25 January 2011

The Value for Money Scrutiny Committee considered an overview of the budget proposals
across the Council, feedback from those scrutiny committees that had already met and
information about proposals for the Chief Executive's and Resources areas.

The Committee would have welcomed the opportunity to have considered more detailed
information at this time. The Committee looked forward to receiving more information
regarding the core offer so that councillors could better understand the impact on the provision
of services and the effects this would have on their constituents. It was also suggested that in
future years the budget process could be managed so that scrutiny meetings could be
scheduled at a time when more information was available.

The Committee discussed the Council's partnership working and expressed the hope that this
would not be adversely impacted by the budget proposals.

The Committee also supported the review of all existing contracts to identify where savings
could be made and where contracts could be modified to reflect the changing needs of
the Council. The Committee recognised that there would be less potential to negotiate on
short-term contracts but felt that there should be more flexibility with longer-term contracts.

Communities Scrutiny Committee — 26 January 2011

The Committee considered a presentation detailing the budget proposals for Fire &
Rescue/Emergency Planning, Trading Standards, Youth Offending & Safer Communities and
Culture & Adult Education.

Members were reassured that there were no immediate plans to close libraries and that a
comprehensive assessment process was being undertaken prior to any further decisions being
taken. Members asked to be kept informed of the progress of the library needs assessment
and that any future plans regarding libraries are brought back to the Committee prior to any
final decisions being taken. Members also stressed the importance of County Councillors
being kept informed of plans regarding libraries in their division.

Members were encouraged by how the County Council was working in partnership with some
communities to enable them to continue to provide services, such as a library. The Committee
recommended that such initiatives continue to be supported. The Committee were supportive
of Community Access Points and would like to see more of these in venues across the county.

The Committee supported the proposals presented to them, but stressed the need for

Members to be kept informed and that future plans be brought back to the Committee prior to
final decisions being made.
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FINANCIAL STRATEGY

Spending and council tax

1.1

Resources will be allocated in revenue and capital budgets to support and
promote achievement of the Lincolnshire Sustainable Communities Strategy and
the Council’s Business Plan.

1.2

Total spending and the council tax will be set with regard to :

the impact on Lincolnshire service users

the impact on Lincolnshire council tax payers

the impact on the local economy

and government requirements, in particular likely council tax capping limits
or other government constraints.

The Council will aim to keep the level of council tax one of the lowest in the
country.

1.3

The Council will implement a planned programme of major improvement,
efficiency and transformation projects.

The programme will aim to achieve substantial savings to keep the Council’s
spending within the funding available from government grants and the council tax
, and to allow modest development and improvement of priority services where
possible.

Savings will be achieved through improved efficiency wherever possible.

1.4

There will be a rolling programme of strategic service reviews focussing on value
for money.

1.5

Revenue and capital budgets, covering at least three years, will be prepared and
set realistically, taking into account the outcomes of strategic service reviews.

Financial standing

2.1

The Council will maintain its general reserves within a range of 2.5% to 3.5% of
its annual budget requirement.

2.2

The Council will implement its Risk Management Strategy and keep it under
review, including the maintenance and regular review of a Corporate Risk
Register.

2.3

The Council will annually review and report on its governance arrangements
including the system of internal control and address any significant governance
ISsues.

2.4

The Audit Committee will monitor the effectiveness of risk management and
governance arrangements.

2.5

The Council will maintain an internal audit function operating in accordance with

30

APPENDIX D




the CIPFA Code of Practice.
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The Council will operate a combination of self and external insurance
arrangements. The balance between self and external insurance will be reviewed
regularly. The Council’s external insurance needs will be tendered at least
triennially and on each occasion the opportunity will be taken to examine the cost
effectiveness of alternative combinations of self and external insurance.

Financial management standards

3.1

Training and information will be provided appropriate for the financial skills
required of councillors, including treasury management.

3.2

The financial competencies of managers and staff will be identified, reviewed and
tested regularly, and training and development needs identified.

3.3

The Assistant Director - Finance and Asset Management must ensure that
appropriate training and development in financial competencies is provided to
meet agreed needs.

3.4

He/she must also ensure that appropriate, specialist financial expertise is
available to provide high quality financial advice to the Council and to manage its
financial affairs.

3.5

The Assistant Director - Finance and Asset Management will seek actively to
improve financial performance in any poorer performing areas of the Council.

3.6

Financial management standards in schools — to be included following discussion
at the Audit Committee.

Financial decision making

4.1

The Executive Director for Resources and Community Safety will provide
comments on financial implications, compliance and value for money as
necessary for all decisions to be taken by the Council, Executive or Executive
councillors.

4.2

Business cases and option appraisals, in the format agreed by the Assistant
Director - Finance and Asset Management, will be completed and agreed before
all major revenue and capital projects, developments and change programmes
are commenced.

Budget management

The Executive and officers discharging executive functions must manage within
approved budgets.

5.2

Executive directors and budget holders must :
e Monitor and report financial performance monthly
¢ Control expenditure and income within their area against approved
budgets
e And take any action necessary to avoid exceeding approved budgets.

53

Executive members will monitor financial performance on a monthly basis.
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The Value for Money Scrutiny Committee and the Executive will receive detailed
quarterly reports on performance and spending.

The Value for Money Scrutiny Committee and the Executive will seek detailed
explanations from executive directors where expenditure is not being managed
within approved budgets.

The Value for Money Scrutiny Committee and the Executive will review financial
performance at each year end.

5.4

The Council’s organisational arrangements will reflect the principles of good
financial management. They will:

¢ Promote budget ownership

e Establish clear responsibility and accountability

* Recognise budget management as an essential part of good management.

Budget changes

6.1

The Council's Constitution requires that decisions can only be taken in line with
the Council’'s approved budget. Decisions which would be contrary to, or not
wholly in accordance with, the budget approved by full Council will only be taken
by full Council following a recommendation from the Executive.

6.2

Changes to the budget which increase the Council’s total expenditure and require
either the use of the Council’s general reserves or increased borrowing must be
referred by the Assistant Director - Finance and Asset Management to the
Executive for consideration before being referred to the full Council for approval.

6.3

Subject to the above, budgets can be reallocated between service headings as
follows :
¢ Reallocations of up to £250k may be approved by the relevant executive
director
¢ Reallocations of between £250k and £500k may be approved by the
relevant Executive councillor/s in consultation with the Assistant Director -
Finance and Asset Management and the relevant executive directors
¢ Reallocations over £500k will be considered by the Executive and must be
approved by the full Council.

Carry forward of over and under spendings

All under and overspendings on service revenue budgets of up to 1% will be
carried forward without exception.

The use of all underspendings on service budgets in excess of 1% will be
considered by the Executive and decided by the full Council.

The means of funding all overspendings on service budgets in excess of 1% will
be considered by the Executive and decided by the full Council.

7.2

All under and overspendings on capital budgets and on the Dedicated Schools
Budget will be carried forward.
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Expenditure

8.1 The Council will acquire goods and services to achieve best value in accordance
with Procurement Lincolnshire’s Sustainable Procurement Strategy in order to :
e Deliver year on year efficiencies but not at the cost of quality
e Develops and embraces socially responsible procurement that delivers
value for money, promotes the local economy, and takes into account the
social and environmental impact of spending decisions.
8.2 Undisputed invoices will be paid in line with either contracted terms or within
30 days on a reasonable endeavours basis.
The Council will seek actively to resolve disputed invoices.

8.3 Procurement and payment processes will utilise available technology where

appropriate including e-procurement and the use of procurement cards.

9 Income

9.1 The Council will review its policies on fees and charges for discretionary services
bearing in mind the impact on both service users and council tax payers.

9.2 The Council will aim to collect all the income owed to it, to collect it promptly, and
to take effective action to pursue non-payment, taking into account the
circumstances of the individual debtor.

9.3 Income collection processes will utilise available technology where appropriate
including the use of the on-line payments and credit cards.

9.4 The Council will not seek to use the discretionary power to set a Supplementary
Business Rate unless there is general support from Lincolnshire businesses.

10 External funding and partnerships

10.1 | The Council will work with partners and national bodies to ensure that
Lincolnshire receives appropriate levels of government grant.

10.2 In deciding whether or not to make a bid for external funding directors, Executive
councillors or the Executive must ensure that :

¢ The project contributes to the Council’s corporate objectives
e Matched funding is available within existing budgets
e Partner contributions are confirmed
e Risks are assessed and minimized including :
o Where funding is linked to the achievement of specific outcomes
o Where success relies on others
e The Council has the capacity to deliver the outcomes and timescales
required
e There is a clear exit strategy where external funding is for a limited period,
And must consider :
¢ The probability of success in obtaining funding, particularly in relation to
the resource costs of preparing bids
e Co-ordination of bids and initiatives within the Council and with partners
¢ \Whether the project represents value for money.
10.3 | Approval for external funding bids should be sought from :
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e the appropriate Executive councillor or the Executive — for projects costing
more than £250,000

o officers authorised to bid for external funding under directorate Schemes of
Authorisation — for projects costing less than £250,000.

10.4

The Assistant Director - Finance and Asset Management must
o ensure that costs, benefits and risks are assessed fully before partnership
agreements are made
e He/she must ensure that governance, accountability and reporting
arrangements are appropriate and clear
e and he/she must ensure that financial arrangements are appropriate and
safeguard the Council’s interests.

11

Funding the capital programme

11.1

The Council will actively dispose of surplus assets where appropriate in order to
reinvest in capital assets.

11.2

A proportion of capital programme will be funded directly from revenue income so
as to qualify for Dedicated Schools Grant and to provide an element of flexibility.

11.3

Capital spending will be funded largely through long-term borrowing in
accordance with government policy.

11.4

Annual provision will be made for the repayment of long term borrowing. The
amount repaid will be related directly to the useful life of the assets acquired
through borrowing so that debt is not outstanding after an asset’s useful life.

11.5

Provision for the repayment of long term borrowing including interest will not
exceed a long term limit of 10% of annual income from general government
grants, Dedicated Schools Grant and council tax.

12

Accounting and financial processes

121

Strong financial controls will be maintained with the Assistant Director - Finance
and Asset Management responsible for determining or agreeing all financial
processes, systems and financial records used by the Council.

12.2

Accounting policies will comply fully with International Financial Reporting
Standards and statutory regulations as set out in the Code of Practice on Local
Authority Accounting in the UK. The annual statement of accounts will give a true
and fair view of the financial position and transactions of the Council in the
opinion of its external auditor.

13

Treasury management

13.1

The Council will comply at all times with the CIPFA Code of Practice on Treasury
Management and related locally determined statements, strategies and practices.

13.2

The Council will employ external treasury management advisors and will outline

the service received and the arrangements in place with the advisors within the
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Annual Treasury Management Strategy. The overall responsibility for risk
management and control of the treasury operation rests with the Council.

13.3

The committee responsible for the scrutiny of the treasury management function
is the Value For Money Scrutiny Committee, which will receive the Treasury
Management Strategy and Annual Report on an annual basis and also quarterly
monitoring reports throughout the year that will compare activity against approved
strategy.

13.4

The Council will finance long term debt relating to capital expenditure at periods
and interest rate levels that minimise the cost to the Council. The total level of
long term debt will be managed within prudential levels pre-determined by the
Council. The maturity profile of long term debt will also be managed with the aim
of achieving an even maturity structure.

13.5

The Council will actively pursue debt rescheduling to the extent that it will
generate financial savings without adding significantly to the overall debt burden.

13.6

The Council will operate a lending strategy in line with best professional practice
that seeks to minimise the risk of capital loss while maximizing the income return
to the Council. Priority will be given to security and liquidity over return within the
lending strategy at all times.

13.7

When making investments, the Council will make use of a wide range of
information, including credit ratings, financial press, market data and other
relevant information, when determining an appropriate counterparty
creditworthiness policy. Limits which diversify investments over country, sector
and counterparty group will be applied.

14

Performance measures and targets

141

Implementation of the Financial Strategy will be monitored and managed with
reference to the measures of financial health and performance attached at
Appendix E.

14.2

The Financial Strategy will be reviewed every four years at the start of each new
Council.
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PERFORMANCE MEASURES : FINANCIAL HEALTH AND PERFORMANCE APPENDIX E
REF |PERFORMANCE |MEDIUM TERM TARGET 2010111 | 2011/12 | 2012113 | 2013/14
INDICATOR Estimate | Estimate | Estimate | Estimate
1 Council tax In lowest quartile of all English
compared with county councils (out of 27 county Yes 25th Yes Yes Yes
other counties councils)
2 Efficiency gains andjCash reduction in budgets of at
value for money least £80m over the four years £473m | £104.4m | £134.9m | £154.2m
2009/10 to 2012/13
3 Government grants {Lobby for annual
(excluding area increases/(decreases) in general Yes Yes Yes
based grant) government grants to be +1.5% +1.4% +1.1%
above/(below) the county average.
4 External funding Successful in winning at least 256%
of approved external funding bids Not yet available
submitted in competition
5 Capital receipts At least £20m over four years
P P 0010 102012113 ) £19m | £59m | £193m | £21.3m
6 Repayment of Less than 10% of annual income
external debt from general government grants,
including interest Dedicgated Sc%ools Grant gnd 4.36% 5.34% 6.18% 8.72%
council tax.
7 General reserves  [Within the range 2.5% to 3.6% of
the Council's annual budget
requirement net of Dediogted 3.1% 3.3% 3.3% 3.3%
Schools Grant.
8 Budget (a) Actual revenue spending within
management 1% of budget for ali service 69%
budgets.
(b) Actual capital spending within
5% of budget for all capital projects. Not yet available
{¢) All budget holders assessed as
achieving at least minimum financial Not yet available
standards
(d) All schools attain Financial Not available
Management in Schools Standard
9 Accounting Unqualified external audit opinion. Yes Yes Yes Yes
10 Risk Management JReduce risks to the target level set
for the Corporate Risk Register 539
(actual compared with target) o
11 Internal control None of the processess audited
receive a "'no assurance" opinion Yes Yes Yes Yes
from internal audit
12 Income collection JOverall top quartile performance
compared with other counties 85.0%
(100% = top quartile)
13 Expenditure - At least 90% of undisputed invoices
RN 92.5%
prompt payment paid within 30 days
14 Expenditure - Overall top quartile performance
! : 25.0%
accurate payment Jcompared with other counties
15 Treasury (a)_ Risk adjusted return comparison Nt yet available
management being developed
(b)‘ Interest paid on debt comparison Not yet available
being developed
16 General Use of Resources scores of 3 out of

4 ("performing well") for Managing Not available
Finances:

« financial management Not available
* value for money Not available
+ financial reporting Not available
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GRAPHICAL REPRESENTATION OF REVENUE BUDGET 2011/12 APPENDIX F

GROSS EXPENDITURE ON SERVICES £'000

Environmental
Management Other
£27458 2% £187,159 17% Schools
\ £467.260 42%
Fire Service , -
£23,691 2%\ . = « /

\ v

Highways &
Transportation
£51,704 5%

/

Social Care for

Adults

£195182 18% Other Children
£159,859 14%
SOURCES OF FINANCE £'000
Formula Grant
Charges & Other including Council Tax

Other Revenue Income Freeze Grant

Grants £135228 12% £211,339 19%
£38,604 3% AN /

Council Tax
£251,939 23%

\Dedicated Schools

Grant
£475,203 43%
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GOVERNMENT GRANTS 2011/12

Revenue Grants

Formula Grant

Council Tax Freeze Grant

Dedicated Schools Grant (ringfenced)
Early Intervention Grant

PFI

Learning Disabilities & Health Reform
Lead Local Flood Authorities

Inshore Fisheries Conservation Authorities
Fire Urban Search & Rescue

Fire New Burden

Total Revenue Grants

Capital Grants

Highways Asset Protection
Highways Integrated Transport
Schools Basic Need

Capital Maintenance

Schools Devolved Capital
Academies Grant

Adults' Personal Social Services Capital Grant Allocation

Total Capital Grants

38

Amount
£'000s
211,339

6,293
475,203
24,052
1,170
5,755
239

128

947

20

725146

25,068
3,877
7,901

13,095
2,348
4,560
1,731

58,580
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APPENDIX H

REVENUE BUDGET SAVINGS BY SERVICE

Adult Social Care

Healthier Communities -1,534 -499 -500 -2533
Universal Children's Services -3,061 -1,822 -930 -6,068
Targeted Children’s Services 6,315 -6,077 -74 -12,466
Specialist Children's Sewices 2,003 -1,665 -516 -4 518
Highways & Transportation -7,849 -427 0 -8,276
Environmental Management -1,873 -1,342 -6,475 -15,158
E conomic Regeneration -1,149 0 0 -1,149
Resources 2,869 1,345 655 6,109
Fire & Rescue and Emergency Planning -756 0 0 -756
Safer Communities -1,647 -513 0 -2,160

CX Office

Capital Financing Charges -2,997 -3,468 -376 -5,499 -12,340
Other Budgets
Total Expenditure
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PRUDENTIAL INDICATORS

APPENDIX |

PRUDENTIAL INDICATORS

2010/11

2011/12

2012/13

2013/14

2014/15

PRUDENTIAL INDICATOR TARGETS

External Debt:
1 |Authorised limit for external debt -

The authority will set for the forthcoming financial year and the following
three years an authorised limit for its total external debt, gross of
investments, separately identifying borrowing from other long term liabilities

Authorised limit for external debt -
borrowing
other long term liabilities

Total

2 iOperational boundary -

The authority will set for the forthcoming financial year and the following
three years an operational boundary for its total external debt, gross of
investments, separately identifying borrowing from other long term liabilities

Qperational boundary -
borrowing
other long term liabilities
Total

Treasury Management Indicators:
Interest Rate Exposures

The Authority will set for the forthcoming financial year and the following
three years upper limits to its exposures to the effects of changes in interest
rates. These prudential indicators relate to both fixed and variable interest
rates.

3 er limit for fixed interest rate exposure
Net principal re fixed rate borrowing less investments

A .

Net principal re variable rate borrowing less investments

Total principal sums invested for periods longer than 364 days

Where a local authroity plans to invest, for periods longer than 364 days the
local authority will set an upper limit for each forward year period for the
maturing of such investments

5 imit f . . i 36
(per maturity date)

£m
547.452
18.200

£m
595.954
18.500

£m
641.938
18.000

£m
658.688
17.250

fm
675.342
16.500

566.662

614.454

659.938

675.938

691.842

£m
532452
17.200

£m
571.954
16.500

£m
617.938
16.000

£m
634.688
15.250

£m
651.342
14.500

549.652

588.454

633.938

649.938

665.842

£m
620.870

£m
186.261

£m
40.000

£m
620.870

£m
186.261

£m
40.000

£m
620.870

£m
186.261

£m
40.000

£m
620.870

£m
186.261

£m
40.000

620.870

£fm
186.261

40.000
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10

1

12

PRUDENTIAL INDICTORS TO NOTE

Repayment of minimum revenue provision and interest will not exceed 10%
of Net Revenue Stream
(Voluntary Indicator)

Estimates of capital expenditure -

The Authority shall make reasonable estimates of the total of capital
expenditure that it plans to incur during the forthcoming financial year and at
least the two following years.

Reported in the Revenue Budget and Capital Programme to Full Council

Ratio of Financing Costs to Net Revenue Stream

The Authority will estimate for the forthcoming financial year and the
following three years the ratio of financing costs to Net Revenue Stream.

Capital Financing Requirement

The Authority shall make reasonable estimates of the total of capital
financing requirement at the end of the forthcoming financial year and the
following three years.

Estimate of the Capital Financing Requirement for the Authority

Estimate of the incremental impact of Capital Investment decisions on
the Council Tax

The Authority will calculate the addition or reduction to Council Tax that
results from any proposed changes to the capital programme

Band D Council Tax

Treasury Management:

The Authority has adopted the CIPFA’s Code of Practice for Treasury
Management in Public Services

Treasury Management Indicator:

Maturity structure of new fixed rate borrowing

The Authority will set for the forthcoming financial year both upper and lower
limits with respect to the maaturity structure of borrowing

under 12 months

12 months and within 24 months
24 months and within 5 years

5 years and within 10 years

10 years and above

4.36%

Yes

4.32%

£m
487.734

£6.41

Yes

5.34% 6.18% 6.72% 6.70%
Yes Yes Yes Yes
5.28% 5.91% 6.14% 6.08%
£m £m £m fm
552.804 605.561 620.870 635.454
£31.79 £28.73 £20.38 £2.12
Yes Yes Yes Yes
upper limit lower limit

0%
0%
0%
0%
100% 0%

41




CAPITAL PROGRAMME

Net G&C Gross Net G&C Gross
2010/11 2010/11 2010/11 2011/12 2011/12 2011/12
, , , £000's £000's £000's £000's £000's £000's
Highways and Transportation - L _ '
Major schemes 7114 7,476 14,590 175 0 175
Other Road Improvement Schemes 2,000 0 2,000 0 0 0
Asset protection 23,096 2,528 25,624 0 25,068 25,068
Integrated transport 8614 1,613 10,227 689 3,877 4 566
Other 685 0 685 0 0 0
Sub Total , 41,509 11617 53,126 . so4 28,945 29,809
Economic Development an risn , . ___ , o
Objective 2 - related 899 606 1,505 0 0 0
Premises and Programmes 3,930 2,406 6,336 17,606 8,680 26,286
Boston Barrage 0 0 0 0 0 0
Tourism and New Employment Sectors 2,443 3,111

Sub Total ' ‘ 7,272 10,952

Ehvironmental,;, Planning & Transport . . .
Energy from Waste 28,000 454 28,454 44,000

0

Flood Defence 0 0 0 0 o} 0
Other EPT .0 . 0 , 0 0 0 0
Sub Total 28’,906 454 28454 44,000 0 44000
Fitétand Rescue ~ ~'

Fire and Rescue 1,890 790 2,680 2,261 0 2,261
Sub Total 1,890 . 790 2680 2261 0 2761
Childréh'% S:érvices , o .

Devolved capital -30 10,000 9,870 0 2,348 2,348
School capacity and modernisation 6,282 2,148 8,430 958 20,996 21,954
Extended Schools 0 1,995 1,985 0 0 0
Gainsborough Schools 810 923 1,733 2,143 0 2,143
School access 300 0 300 347 0 347
Schools IT 2,300 4,697 6,997 2,457 0 2,457
Lincoln South - Parthership for Schools -87 31,305 31,218 0 4560 4,560
Targeted Capital Fund 0 0 0 0 0 0
New funding Primary Capital 0 12,175 12,175 0 0 0
BSF 0 0 0 0 0 0
Other children's services 2,469 ,5,863 1,715 0 1,715
Sub Total 12,044 69,105 7620 27904 35524

AdulthocialCarg , , - ; e -
Adult S‘oc,iyal‘Care . 2,063 ; 2,338 4401
Sub Total o ; 2063 >

Culture and Adult Educaﬁb’n , - o
Culture and adult education 1,901 ’ 400 ) 2,301 548 500 1,048
Sub Total 1901 400 2,301 548 500 1,048

Corporate Services

Property 4,254 o] 4,254 3,200 0

Crown Court 0 0 0 8,198 0 8,198
NWow 1,250 0 1,250 5,348 0 5,348
[T-related 8,050 0 8,050 1,142 0 1,142
Sub Total 13,554 0 13,554 17,888 0 17,888
Other Programmes

Unallocated 620 0 620 0 0 0
Sub Total 620 0 620 0 0 0
TOTAL 108,853 88,384 197,237 94,239 72,914 167,153
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APPENDIX J

Net G&C Gross Net G&C Gross Net G&C Gross
2012/13 2012/13 2012/13 2013/14 2013/14 2013/14 2014/15 2014/15 2014/15
£000's £000's £000's £000's £000's £000's £000's £000's £000's

313 0 313 0 0 0 0 0 0

19,000 0 19,000 0 0 0 0 0 0

0 24,038 24,038 0 23,330 23,330 0 21,929 21,929

689 4,136 4,825 0 4,136 4,136 0 5,816 5,816

0 0 0 0 0 0 0 0 0

20,002 28,174 48,176 0 27,466 0 27,745 27.745

0 0 0 0 0 0 0 0 0

5,119 3,459 8,578 0 0 0 0 0 0
0 0 0 2,000 0 2,000 0
1,458 3,329 4,787 515 0 515 0

. 6577 6,788 13.365 2515 0 2,515 0

47,035 0 47,035 26,000 0 26,000 0 0 0

6,000 0 6,000 0 0 0 0 0 0

0 1,000 0 0 0 0 0 0

0 54,035 26,000 0 26,000 0 0 0

650 0 650 0 0 0 0 0 0

650 0 650 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

4,891 0 4,891 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

347 0 347 0 0 0 0 0 0

2,457 0 2,457 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

1,715 0 1,715 0 0 0 0 0 0

9,410 0 9,410 0 0 0 0 0 0

0 1,778 1,778 975 0 975 0 858

0 1718 1778 975 0 975 0 859

296 200 496 0 0 0 0 0 0

298 200 496 0 0 0 0 0 0

3,200 0 3,200 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

383 0 383 0 0 0 0 0 0

5,794 0 5,794 0 0 0 0 0 0

9377 0 9377 (i 0 0 0 0 0

0 0 0 33,551 0 33,551 39,142 0 39,142

0 0 0 33551 0 33,551 39,142 0 39,142

100,347 36,940 137,287 63,041 27,466 90,507 49,000 27,745 76,745

43



The Council's Capital Programme APPENDIX K
Some of the Schemes starting in 2011-12

Highways and transportation :
Maintenance on roads, bridges, safety fencing, street lighting, signs and lines, and traffic signals
Integrated transport schemes e.g. in Boston

Economic development and tourism :

Online Lincolnshire - a programme to trigger the installation of digital infrastructure in communities and businesses
Lincoln Castle Revealed - maintenance of castle walls as the first stage of improving the castle as a tourist attraction
Routes Not Barriers - a programme to increase the number of tourist facilities along Lincolnshire's waterways
Heritage Skills Centre - construction of a small fraining centre in Lincoln Castle to train people in traditional craft skills
Boston Market Place - environmental enhancement

Grantham Growth Points - environmental enhancement (Market Place)

Grantham Station Approach - office park

Kesteven Mews - Redevelopment of former Lincoln coal yard as an office development

Alford - industrial units

Environmental services and planning
Development of the Energy from Waste Scheme

Fire and Rescue:
Replacement fire station at Sleaford
Replacement of Firefighters' personal protective equipment

Children's services :

A programme of modernisation in primary schools to meet the statutory responsibility for provision of educational places
Various schemes to improve the condition of school buildings

Measures to address issues at Crowland primary and secondary schools.

Series of projects to rationalise special educational needs provision in grantham, Lincoln and East Lindsay

Adult Social Care:
Adults Finance System Programme - consolidation of several systems and initiatives into one
Community Hubs for adults with disabilities - to help people live as independently as possible

Culture and Adult Education:
Self Issue Technology in Libraries
Small Site Improvement Schemes
Sports Centre improvements
Collections Storage Improvements

Corporate services :

Property:

Repairs and maintenance of council property

New Crown Court

New Ways of Working - projects throughout the county

ICT:

IT Development

Replacement of PCs and other IT equipment
ICT infrastructure
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EARMARKED RESERVES

Capital programme reserve
Capital funding reserve
Other Earmarked Reserves:
Schools
Waste Disposal
Development
Health and Wellbeing
Other Services budgets carried forward
insurance
Adverse Weather
Children's Fund
Objective 2
investto Save
School Boarding
Schools Sickness Insurance Scheme
Purchase on Museums Exhibits
Salix Carbon Management
Carbon Management
Safer Communities Commissioning Project
Safer Communities Positive Future
LPSA Reward Grant Reserves :
Crime and Disorder
Highways
Public Footpaths
Culture and Adult
LPSAZ2 - Improving Road Safety
LPSAZ2 - Healthier Communities
LPSA2 - Waste Management
LLPSA2 - Economic Regeneration
LPSAZ - Children's Services

Total earmarked reserves

Actual
balance at
31.3.2010

£000's

2,586
1,957

13,659
19,742
3,466
7,652
4,630
1,210
0

16
438
185
254
575
140
192
49
1,495
500

387
232
136
687
627
257
626
626
716

62,940

Planned

use in

2010/11

£000's

-2,586
-1,957

5,703
-3,466

-4,630

53

125

-387
-232
-136
-687
827
257
626
-626
-716

-11,072

Estimated
balance at
31.3.2011

£000's

o

13,559
25,445

7,652

1,210
53

16
438
185
254
575
140
172
49
1,495
625

O OO OO0 O OO0

51,868

APPENDIX L
Planned Estimated
usein balance at

201112 31.3.2012

£000's £000's

(e

13,559
-13,700 11,745

7,652

1,210
53

16
438
185
254
575
140
172
49
1,495
625

O OO OO OO o

-13,700 38,168
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APPENDIX M

CHANGES BETWEEN THE 2010/11 BUDGET AND THE 2011/12 BUDGET

Budget changes Amount Impacton
budget
requirement

£m %

Cost pressures :

Inflation 2612 0.5%
Capital financing charges 16.516 3.3%
Transfer of specific grants to Formula Grant 6.022 1.2%
Concessionary fares - cost of new function 7.071 1.4%
Adult social care demography 3.000 0.6%
Increase in redeployment and redundancy budget 13.500 2.7%
Emerging Pressures Contingency -5.000 -1.0%
Increase in landfill tax and other waste disposal costs 1.457 0.3%
Transfer from capital programme 1.911 0.4%
Road maintenance 2.736 0.6%
Community budgets / Big Society 1.000 0.2%
Other cost pressures 0.638 0.1%
Total cost pressures 51.463 10.4%
Savings -57.117 -11.5%
Use of reserves -20.403 -4.1%
Council Tax Freeze Grant -6.293 -1.3%
Total change in the Budget Requirement -32.350 -6.5%
Reduction in general government grants -34.724

Increase in council tax base i.e.number of council tax payers 2.455

Reduction in council tax collection fund surpluses -0.081

Change in general grant and council tax income -32.350
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APPENDIX N

SUMMARIES OF SERVICE REVENUE ESTIMATES
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Glossary of Terms

Budget carry forward - The actual under/overspending at the end of the financial year compared with
the revised budget target which is allowed to be carried forward into the next financial year.

Budget requirement - Net revenue expenditure to be financed from National Non Domestic Rates,
Formula Support Grant, Early Intervention Grant and Council Tax Income.

Budget Target - A corporately determined spending limit for an individual service.

Capital Grants - Government grants received that contribute towards capital expenditure incurred on a
particular service or project e.g. Transport Supplementary Grant received from the government which
contributes towards planned capital expenditure on roads.

Capital Receipts - Proceeds received from the sale of property and other fixed assets (assets which
have a value beyond one financial year). These can be used to contribute towards the cost of capital
expenditure, but not revenue expenditure.

Central support - A charge to a service which is the service's share of the cost of the central
administration and professional departments which support direct service provision.

Contingency - A sum of money set aside to provide for foreseen but unquantifiable commitments and
for unforeseen expenditure that may occur at any time in the future.

Corporate and democratic core - The cost of those activities which the local authority is engaged in
specifically because it is an elected multi-purpose authority. This includes the cost of democracy (such
as local elections and payments to members) and corporate policy making committee costs.

County precept - The income which District Councils collect on the County Council’s behalf from
Council Tax payers.

Capital financing charges - Charges to the revenue account which fund capital expenditure. Such
changes comprise debt charges, direct revenue financing and leasing payments.

Dedicated Schools Grant (DSG) - The main grant paid by central government to support schools
within the county. This must all be spent on supporting schools.

Early Intervention Grant — new from 2011/12 non ring fenced grant paid by central government to
local authorities. This replaces a number of previous specific grants eg Surestart, Early Years and
Childcare.

Formula Grant - The main grant paid by central government to local authorities to support the
provision of all services, except for schools.

Iinterest on revenue balances - The money earned or paid in relation to the temporary investment of,
or temporary borrowing to support, the County Council's cash balances.

Non-domestic rates - Rates set by central government and levied on business properties. This is
collected by District Councils who pay it over to the government who then redistribute it amongst Local
Authorities.

Precept - An amount levied by one body on another e.g. the Environment Agency precepts on the
County Council.

Reserves - The revenue reserves available to provide a working balance during the financial year, for
example in periods when expenditure exceeds income.

Specific grants - Grants made to a local authority by central government for a particular project or
service e.g. PFI.

Total Expenditure - Budget requirement plus expenditure financed by drawing from balances (or the
budget requirement less contributions to balances).
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DETAILED INFORMATION ON SERVICE BUDGETS

The information on revenue budgets provided in this booklet summarises the detailed
estimates approved by individual services. If you require further detail please contact :-

Adult Social Care Service 01522 836480
Healthier Communities 01522 836480
Universal Children’s Services 01522 836404
Targeted Children’s Services 01522 836404
Specialist Children’s Services 01522 836404
Highways and Transportation 01522 836437
Environmental Management 01522 836437
Economic Regeneration 01522 836437
Fire & Rescue and Emergency Planning 01522 836437
Safer Communities 01522 836437
Resources 01522 836437
Culture and Adult Education 01522 836480

Chief Executive’s Office 01522 836480
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