Haringey Council

Summons to Attend

Full Council

Please note: this meeting may be filmed for live or subsequent
broadcast via the Council's internet site - at the start of the meeting
the Mayor will confirm if all or part of the meeting is being filmed.
The images and sound recording may be used for training purposes
within the Council.

Generally the public seating areas are not filmed. However by
entering the meeting room and using the public seating area, you
are consenting to being filmed and to the possible use of those
images and sound recordings for webcasting and/or training
purposes.

If you have any queries regarding this, please contact the Principal
Support Officer (Committee Clerk) at the meeting.

To: The Mayor and Councillors of Haringey Council.

Dear Sir/Madam,

A meeting of the Council of the London Borough of Haringey will be held at the The Civic
Centre, High Road, Wood Green, London N22 8LE on MONDAY, 22ND FEBRUARY, 2010
at 19:30 HRS, to transact the following business:

AGENDA

1.  TO RECEIVE APOLOGIES FOR ABSENCE

2. TO ASK THE MAYOR TO CONSIDER THE ADMISSION OF ANY LATE ITEMS OF
BUSINESS IN ACCORDANCE WITH SECTION 100B OF THE LOCAL
GOVERNMENT ACT 1972

3. DECLARATIONS OF INTEREST

A member with a personal interest in a matter who attends a meeting of the authority at
which the matter is considered must disclose to that meeting the existence and nature
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of that interest at the commencement of that consideration, or when the interest
becomes apparent.

A member with a personal interest in a matter also has a prejudicial interest in that
matter if the interest is one which a member of the public with knowledge of the
relevant facts would reasonably regard as so significant that it is likely to prejudice the
member's judgment of the public interest and if this interest affects their financial
position or the financial position of a person or body as described in paragraph 8 of the
Code of Conduct and/or if it relates to the determining of any approval, consent,
licence, permission or registration in relation to them or any person or body described
in paragraph 8 of the Code of Conduct.

TO ASK MEMBERS WHETHER THEY NEED TO MAKE A DECLARATION IN
ACCORDANCE WITH SECTION 106 OF THE LOCAL GOVERNMENT FINANCE
ACT 1992 IN RELATION TO UNPAID COMMUNITY CHARGE OR COUNCIL TAX
LIABILITY WHICH IS TWO MONTHS OR MORE OUTSTANDING.

Members to whom this applies must make a declaration if they are present at any part
of the meeting and must not vote on any matter relating to the budget. It is not
sufficient for such members to refrain from voting or to absent themselves from the
chamber for particular parts of the meeting. Failure to make a relevant declaration
constitutes a criminal offence.

TO APPROVE AS A CORRECT RECORD THE MINUTES OF THE MEETING OF
THE COUNCIL HELD ON 18 JANUARY 2010. (PAGES 1 - 6)

TO RECEIVE SUCH COMMUNICATIONS AS THE MAYOR MAY LAY BEFORE THE
COUNCIL

TO CONSIDER A "STATE OF THE BOROUGH" REPORT BY THE LEADER OF
THE COUNCIL.

TO RECEIVE THE REPORTS OF THE CHIEF EXECUTIVE (PAGES 7 -10)

1. Appointment of Interim Section 151 Officer / Chief Financial Officer: To appoint
an Interim Section 151 Officer / Chief Financial Officer.

2. Changes to Political Groups, Cabinet Portfolios and Appointments to
Committees and Sub Bodies: To note the changes to Political Groups as
notified to the Chief Executive; to agree changes to Committee membership
numbers resulting from the recent changes in political group composition; to
agree changes to Cabinet portfolios.

TO RECEIVE THE REPORT OF THE MONITORING OFFICER AND HEAD OF
LEGAL SERVICES

TO MAKE APPOINTMENTS TO OUTSIDE BODIES
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TO CONSIDER REQUESTS TO RECEIVE DEPUTATIONS AND/OR PETITIONS
AND, IF APPROVED, TO RECEIVE THEM

TO RECEIVE REPORTS FROM THE FOLLOWING BODIES (PAGES 11 - 150)

a) Cabinet — Report 10 —2009/10
b) Constitution Review Working Group — Report 6 — 2009/10

TO CONSIDER THE REPORT OF THE CHIEF FINANCIAL OFFICER IN RESPECT
OF FINANCIAL PLANNING FOR 2010/11 - 2012/13 AND TO AGREE THE COUNCIL
TAX FOR 2010/11 (PAGES 151 - 198)

TO CONSIDER OPPOSITION BUSINESS SUBMITTED IN ACCORDANCE WITH
COUNCIL PROCEDURE RULE NO.12

TO ANSWER QUESTIONS, IF ANY, IN ACCORDANCE WITH COUNCIL RULES OF
PROCEDURE NOS. 9 & 10

Public Question 1 to the Cabinet Member for Environment and Conservation
from Dan Isebor:

Does the Council have any plans to introduce much-needed speeding restrictions on
Devonshire Hill Lane and Norfolk Avenue, both residential roads, to reduce rat-running
and make the lives of local residents safer and quieter?

Public Question 2 to the Cabinet Member for Environment and Conservation
from Sarah Cope:

In Kirklees Council in Yorkshire, Green Party Councillors fought to introduce a free
mass insulation scheme, which, as well as reducing carbon emissions, is now
delivering fuel-bill savings of around £150 per year for each household.

The scheme has also stimulated the local economy, with the establishment of a new
national training centre and depot in the district. It has directly helped those on low
incomes who experience ‘fuel poverty’, and contributes to improved health in terms of
dealing with cold-related and respiratory illnesses.

The scheme was funded in part by an energy company, as part of their Carbon
Emissions Reduction Target.

Although many of houses in Haringey don't have cavity walls, it is possible to improve
the level of insulation, with increased loft insulation, cladding, underfloor insulation,
draught stripping and secondary/double glazing.

As part of Haringey council’s commitment to reduce the borough’s emissions by 40%
by 2020, would the council look into introducing a free mass insulation scheme, funded
in part by an energy company?

Public Question 3 to the Cabinet Member for Resources from Anne Gray:




How much did the Council, including the Education Service, spend on gas, electricity
and water during the financial year 2008-2009 and how much is budgeted for these
items in 2009-107?

Public Question 4 to the Cabinet Member for Enforcement and Safer
Communities from Justin Hinchcliffe:

Will the Council take this opportunity to publicly support the Shomrim patrols carried
out by members of the Orthodox Jewish Community in Seven Sisters and Stamford
Hill? The Shomrim patrol scheme has around a dozen volunteers who are the eyes
and ears on the ground for the police and a key ally in the fight against crime. They are
also active in safety and rescue operations. What practical support and
encouragement will she give to any volunteer organisation that wishes to work with the
Met Police to reduce street crime and allow local residents feel safer on our streets?

Public Question 5 to the Cabinet Member for Environment and Conservation
from Pamela Harding:

| would like to ask if the Council are considering dropping charges for roads wanting to
hold a Big Lunch this year? This year it will be on Sunday 18 July.

Last year | gather that people wanting to hold an event in their roads were charged for
street closure (£60), an event licence (£21), road closure signs (£32) AND liability
insurance (£50 to £100).

The whole point of the event is for people to celebrate their communities by eating

together and if possible to also celebrate local food growing. | would like to think that
the council would want to encourage such events in Haringey.

Oral Question 1 - To the Leader of the Council from Councillor Egan:

Can the Leader of the Council please provide an update on the progress of the
Haringey Heartlands development and its likely completion?

Oral Question 2 — To the Cabinet Member for Environment and Conservation
from Councillor Wilson:

Brighter streets are safer streets. Does the Cabinet member agree?

Oral Question 3 - To the Cabinet Member for Adult Social Care and Wellbeing
from Councillor Peacock:

Can the Cabinet Member for Adult Services please inform the Council how the Haynes
day centre at the Hornsey Neighbourhood Health Centre is contributing to the
Council’s aim of helping residents stay in their homes longer?

Oral Question 4 - To the Cabinet Member for Children and Young People from
Councillor Engert:
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Does the Cabinet member agree that Children’s centres provide a vital source of
childcare family support for the most vulnerable children and parents?

Oral Question 5 —To the Cabinet Member for Enforcement and Safer
Communities from Councillor Demirci:

Going into the economic downturn, research suggested that we would see a rise in
robbery, motor vehicle crime and residential burglary. What has been done to prevent
this in Haringey?

Oral Question 6 — To the Cabinet Member for Housing Services from Councillor
Davies:

Would the Cabinet member agree that modern facilities in local residents’ homes are
vital to provide a good standard of living for our Council tenants?

Oral Question 7 - To the Cabinet Member for Resources from Councillor Bull:

Can the Cabinet Member for Resources explain what the impact of a Local ‘Mansion
Tax’ would be on the people of this borough?

Oral Question 8 - To the Leader of the Council from Councillor Gorrie:

By May this year how much will the Council have spent on Haringey People, and
publicity and marketing since May 20067

TO CONSIDER THE FOLLOWING MOTIONS IN ACCORDANCE WITH COUNCIL
RULES OF PROCEDURE NO. 13

Motion M (2009/10)

Councillor Canver has given notice that she will move in the following terms:

Tackling unauthorised conversions and HMQO'’s

“This Council Notes:

e The announcement from the Labour Government that there will be new local
powers for Councils to control the spread of high concentrations of shared rented
homes and to tackle pockets of unsafe and substandard accommodation run by
bad landlords.

e That this legislation, due to come into effect from April would change the planning
rules, giving local authorities the powers to manage the development of HMOs in
their area

e The changes also mean that landlords will need to apply for planning permission in
order to establish a new HMO with a change of use and the Council also would
have extra flexibility to license landlords



e That badly managed HMQ'’s can create serious problems for residents, when the
landlord does not comply with the law and does not provide safe and adequate
facilities.

e The current trials of risk rating systems to assess HMO'’s in the borough, which
targets resource at high risk accommodation.

e The plan to target those problem HMO's on the Ladder and carry out compliance
inspections to ensure building and housing standards are in accordance with
Building and Planning Law

e The recent work by the Housing Improvement team in Harringay ladder area, via a
letter drop informing residents in HMO'’s of the standards required

e That the recently allocated migration fund is being used to identify and co-ordinate
speedy multi-agency action

e The new strategic Corporate HMO Strategy currently under development which will
target at problem premises through coordinating services in Street Action plans.

e The strengthening of the application process for Certificates of Lawfulness,
including reinvestigating suspicious applications.

e The Council has begun to revoke Certificates of Lawfulness where relevant

e The development of a Rogue Landlords/Property Initiative, which will establish a
target list of offenders who will face action from a number of services including
Legal Services, Police and Enforcement Officers.

e The work of the HMO Members Advisory Group in tackling problem HMO’s and
unauthorised developments.

This Council Believes

e That we have a duty of care to all residents to ensure that standards of housing are
of a decent level, and do not have a negative effect on vulnerable residents.

e That badly managed HMO'’s can be a source of anti social behaviour in the
borough, particularly issues relating to noise.

e The increased number of HMO's provides strain on infrastructure and services in
Haringey, specifically regarding parking and waste collection.

¢ We should engage with cooperative landlords whilst ensuring that those landlords
who fail to work proactively with the council and its strategic partners shall face
repercussions.

e That prosecuting those landlords who do not comply with legislation sends a strong
message to other rogue landlords but the courts need to use the full powers
available to them

e That as soon more information on the recent legislative change is available the
Council should commit to use all of the powers available

This Council Resolves:

e To liaise with the Department of Communities and Local Government and relevant
ministers to provide greater clarity on HMO legislation and remove bureaucracy.

e To work with landlords, occupants of HMO'’s, and resident groups to accommodate
the needs of all, particularly providing education about anti social behaviour.

e Finalise and implement the Corporate HMO Strategy and Rogue
Landlords/Property Initiative to tackle at risk premises in the borough.
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e To support those landlords who are cooperative and ensure that those who fail to
comply with the law face repercussions”.

Motion N (2009/10)

Councillor Peacock has given notice that she will move in the following terms:

Creating a safer borough

“This Council Notes:

e The damaging effect that alcohol misuse can have on both crime and health
inequalities, and is correlated strongly with anti social behaviour and criminal
activity.

e The NHS Statistic that 33% of men and 16% of women drink levels of alcohol which
are detrimental to their health.

e The implementation of Designated Street Drinking Control Zones in hotspot areas
in the borough to tackle anti social behaviour and crime related to alcohol
consumption.

e In January 2009, all Safer Neighbourhood Teams reported a significant reduction in
alcohol related anti social behaviour and nuisance related to alcohol consumption
within Haringey Controlled drinking zones.

e The perception by residents that Designated Street Drinking Control Zones have
had a positive effect on the reduction of alcohol related crime and anti social
behaviour, reflected in the reduced number of complaints to the Police about street
drinking.

e The significant reduction of alcohol related litter in Seven Sisters ward due to the
implementation of Designated Street Drinking Control Zones.

e The Haringey Crime Audit which evaluated that nearly a quarter of arrests in the
borough were alcohol related.

e The excellent work of Haringey Council’s Licensing Team which have completed
over 700 risk assessments of alcohol license venues in the last year with a
regularly revised list of target license holders for inspection.

e A study showed that alcohol is a major driver behind domestic violence and the
vast majority of alcohol related violence in the borough is domestic violence

e Haringey Council’s funding of voluntary support groups including Haringey Advisory
Group on alcohol, which offers a number of services to problem drinkers and their
families.

e The planned yellow/red card scheme which will ensure that those venues which
breach alcohol licensing laws will face consequences, including withdrawal of their
licence.

e The proposed ‘code’ to be distributed to all alcohol retailers stating mandatory
national conditions including limits on promotions and targeted conditions for hot
spots.

e That a number of under age sales test purchases have been carried out to crack
down on underage sales

e That it has currently embarked on migrant research programme to look at the
relationship with street drinking



This Council Believes:

e That tackling alcohol misuse has an important role to play in eradicating crime and
health inequalities in the borough.

e That those licensees who choose to act irresponsibly, and breach legislation shall
face serious repercussions from the Council and our strategic partners.

This Council Resolves:

e To utilise the stronger powers for local authorities to tackle the misuse of alcohol
licenses under The Policing and Crime Act 2009 Bill

e To continue to try and tackle the problems that alcohol can create, such as health
inequalities, anti-social behaviour and crime”

Motion O (2009/10)

Councillor Aitken has given notice that he will move in the following terms:

“This Council notes with concern the London Mayor’s plan to cut £16.4million from
Police budgets which will result in a cut of 455 police officer posts in London by the
financial year 2012/13.

This Council is opposed to cuts in Police numbers.

This Council supports national Liberal Democrat proposals that would fund 10,000
extra police officers over and above the Government’s current commitment by
scrapping the unnecessary and illiberal ID cards scheme and through wider savings in
the Home Office budget.

This Council resolves to ask the Leader of the Council and the Chief Executive to write
to the London Mayor voicing this Council’s opposition to the Police cuts proposed”.

Motion P (2009/10)

Councillor Weber has given notice that she will move in the following terms:

Cold Weather Payments

“Council notes that:

e Cold Weather Payments of £25 per week are paid to people on low incomes who
receive a qualifying benefit, such as Pension Credit.

e The form to apply for Pension Credit is 18 pages long. The advisory notes on how
to fill it in are 19 pages long.

e Last year 1.7million pensioners missed out on an average of over £1700 each of
pension credit



e The Government has saved £17.5billion in 11 years that has not gone to struggling
pensioners in pension credit payments.

This Council is concerned that the complexity of the system to claim Pension Credit
has put so many people off claiming the credit and that consequently they also do not
receive the additional cold weather payments.

This Council therefore resolves to ask the Chief Executive to write to the Secretary of
State expressing Councils wish to see the system for claiming pension credit
simplified”.

Dr Ita O’Donovan
Chief Executive
River Park House
225 High Road
Wood Green
London N22 8HQ

Friday, 12 February 2010
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Page 1 Agenda Item 5

MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

Councillors Vanier (Mayor), Adamou, Adje, Aitken, Alexander, Allison, Amin, Basu,
Beacham, Bevan, Beynon, Bloch, Bull, Butcher, Canver, Cooke, Davies,
Demirci, Dobbie, Dodds, Dogus, Edge, Egan, Engert, Goldberg, Gorrie,
Griffith, Haley, Hare, B. Harris, C. Harris, Jones, Khan, Kober, Lister,
Mallett, Meehan, Mughal, Newton, Oakes, Oatway, Patel, Peacock,
Rainger, Reid, Reith, Santry, Scott, Stanton, Thompson, Weber, Whyte,
Williams, Wilson and Winskill.

Apologies Councillor Baker

Absent: Councillor Diakides

MINUTE ACTION
NO. SUBJECT/DECISION BY

CNCL66.| TO RECEIVE APOLOGIES FOR ABSENCE

Apologies for absence were received from Councillor Baker.

CNCL67.. TO ASK THE MAYOR TO CONSIDER THE ADMISSION OF ANY
LATE ITEMS OF BUSINESS IN ACCORDANCE WITH SECTION 100B
OF THE LOCAL GOVERNMENT ACT 1972

See Minutes 72 & 78.

CNCL68.| DECLARATIONS OF INTEREST
Councillors Engert and Reith declared a personal interest in public
question number 4 as Board Members of London Travel Watch.

Councillor Bloch declared a personal interest in public question number
5 as a non executive director of the Haringey PCT.

Councillor Thompson declared a personal interest in questions as he
lived on a Council estate.

CNCL69.| TO APPROVE AS A CORRECT RECORD THE MINUTES OF THE
MEETINGS OF THE COUNCIL HELD ON 30 NOVEMBER AND 14
DECEMBER 2009.

RESOLVED:

That the minutes of the meetings of the Council held on 30
November and 14 December 2009 be signed as a true record.
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MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

CNCL70.

TO RECEIVE SUCH COMMUNICATIONS AS THE MAYOR MAY LAY
BEFORE THE COUNCIL

The Mayor stated that Members would be aware of the terrible events in
Haiti following the dreadful earthquake and the following and on-going
humanitarian tragedy that was occurring there. Haringey’'s diverse
community includes Haitians and those of Haitian descent and our
thoughts were with them at this difficult time. The Mayor urged everyone
to contribute to the appeal that had been set up by the Disasters
Emergency Committee (DEC) - a group of charities - to help the people
of Haiti. Information regarding making a donation could be found at the
committee’s website: www.dec.org.uk - a link to the website could also
be found via the Council website.

CNCLT71.

TO RECEIVE THE REPORT OF THE CHIEF EXECUTIVE

There were no matters to report.

CNCL72.

TO RECEIVE THE REPORT OF THE MONITORING OFFICER AND
HEAD OF LEGAL SERVICES

The Mayor agreed to admit the report as urgent business. The
Standards Committee of 14 January 2010 agreed to increase the
Independent Membership of the Committee by 1 additional Independent
Member, and to request Full Council to endorse this recommendation
and to amend the relevant section of the Council's Constitution
accordingly, and in accordance with the requirements in the Local
Government Act 2000 and the Relevant Authorities (Standards
Committee) Regulations 2001.

The report also detailed the outcome of the Standards Committee —
Determination Hearing Panel of 2 December 2009 in respect of a
Standards Complaint against an elected Member of this Council.

RESOLVED

1. That the recommendation from Standards Committee that its
Membership be increased by one independent member, to 6 in
total, with this additional position being recruited to as part of the
recruitment process for independent members embarked upon in
January 2010, be agreed.

2. That the relevant part of the Council’s Constitution (Part Two —
Articles of the Constitution — Article 9.02 (a) Membership) in
relation to the Independent Membership of the Standards
Committee be amended accordingly.

3. That the decision of the Standards Committee — Determination
Hearing Panel of 2 December 2009 in relation to the breach of
Haringey Council’s Code of Conduct for Members by a member of
the Council be noted.
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MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

CNCL73.

TO MAKE APPOINTMENTS TO OUTSIDE BODIES

There were no matters to report.

CNCL74.

TO CONSIDER REQUESTS TO RECEIVE DEPUTATIONS AND/OR
PETITIONS AND, IF APPROVED, TO RECEIVE THEM

A deputation was received from Mr Akwasi — Ayisi seeking a freeze on
Council Tax.

Members asked questions of the deputation and received responses
thereto.

The Cabinet Member for resources responded to the deputation.

The Mayor thanked the deputation for attending the meeting.

CNCL75.

CHANGE OF ORDER OF BUSINESS

It was proposed and duly seconded that the order of business be
changed to permit Motion K on Council Tax to be taken next.

The meeting agreed to the change of order of business.

CNCL76.

MOTION K (2009/10)

Motion K (2009/10)

It was moved by Councillor Egan and seconded by Clir Cooke that:
“This Council
Notes that:

« The current financial climate is difficult for Haringey residents

« Haringey Council is taking steps to help those residents who are
affected by the recession, through schemes such as the Haringey
Guarantee

« That all Labour controlled London boroughs have announced plans
to help residents by freezing their council tax

Believes:

« That the Council has a responsibility to help our residents when they
need it the most

+ The Council must spend tax payer's money wisely and ensure value
for money

« That excessive Council Tax increases, like those introduced in Lib
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MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

Dem controlled Kingston, Sutton and Richmond, really hit residents in
their pockets

Resolves

» To freeze Council Tax for all Haringey residents next year
« To continue to improve services by moving resources from the back
office to the frontline”

An amendment to the motion was moved by Councillor Butcher and
seconded by Councillor Gorrie that:

Delete all after “The current financial climate is difficult for Haringey
residents” and replace with

e Many London Council’s have announced plans to freeze or
reduce Council Tax next year

e Liberal Democrat-led Council’s in Brent, Islington, Southwark and
Camden have proposed Council Tax freezes next year

e The Labour Group rejected Liberal Democrat proposals last year
to freeze Council Tax for local residents in Haringey facing the
effects of the recession

Further notes

e Liberal Democrat Council’s in Sutton, Richmond and Kingston
receive approximately 75% less funding from the Labour
government than Haringey

e Sutton’s Council Tax rate is less than Haringey’s despite receiving
significantly less government funding than Haringey

e The Audit Commission rated Richmond and Sutton as 4 star
Council’'s improving strongly and Kingston as a 3-star Council
improving well

e Haringey is considered as a 1-star Council not improving
adequately

Resolves

e Freeze Council Tax for all Haringey residents next year
e To continue to improve services by moving resources from the
back office to the frontline

On being put to the vote there were 25 in favour of the amendment and
28 against and 2 abstentions. The amendment was declared LOST.

The motion was then put to the vote and with 54 in favour and 1
abstention was declared CARRIED.
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MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

CNCL77.

TO CONSIDER OPPOSITION BUSINESS SUBMITTED IN
ACCORDANCE WITH COUNCIL PROCEDURE RULE NO.12

The Opposition gave notice of their wish to debate Haringey’'s
Comprehensive Area Assessment.

Councillor Gorrie spoke on behalf of the Opposition Group. Councillor
Kober responded on behalf of the Majority Group.

The Mayor thanked Councillors for their contributions.

CNCL78.

TO ANSWER QUESTIONS, IF ANY, IN ACCORDANCE WITH
COUNCIL RULES OF PROCEDURE NOS. 9 & 10

The Mayor agreed to the admission of this item as urgent business.
Under Standing Orders, notice of questions was not requested until eight
clear days before the meeting, following which matters raised had to be
researched and replies prepared in order to be given at the meeting.

There were 5 Public Questions, 9 oral questions from Councillors, and
36 questions for written answer.

Oral Questions 7 - 9 were not reached and written responses would be
given.

CNCL79.

TO RECEIVE REPORTS FROM THE FOLLOWING BODIES

CABINET REPORTS 8 & 9 2009/10

The Leader gave a resume of the reports of Cabinet which were before
the meeting for consideration. Members questioned details of the reports
and the Leader responded accordingly.

RESOLVED:

That the Cabinet Reports numbers 8 and 9 2009/10 be received.

CONSTITUTION REVIEW WORKING GROUP — REPORTS NO.4 & §
2009/10

RESOLVED:

1. That the crime and disorder scrutiny functions be added to the terms
of reference of the Overview and Scrutiny Committee as set out in
the Appendix to report number 4 and that these be adopted as
amendments to Part 3 Section C of the Council’s Constitution.

2. That changes to the Scheme of Delegation to Officers as set out in
Appendices 1 & 2 to report number 5 be agreed and that these be
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MINUTES OF THE FULL COUNCIL
MONDAY, 18 JANUARY 2010

adopted as amendments to Appendix E of the Council’'s Constitution.

CNCL80.| TO CONSIDER THE FOLLOWING MOTIONS IN ACCORDANCE WITH
COUNCIL RULES OF PROCEDURE NO. 13

MOTIONS I, J & L were not reached before the close of meeting at 10
pm.

COUNCILLOR BERNICE VANIER

Mayor
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Haringey Council

Agenda item:

Full Council on 22 February 2010

Report Title: Appointment of Interim Section 151 Officer / Chief Financial Officer

Forward Plan reference number (if applicable): N/A

Report of: The Chief Executive

Wards(s) affected: All Report for: Non-Key Decision

1. Purpose
1.1 To appoint an Interim Section 151 Officer / Chief Financial Officer

2. Recommendations

2.1 That Janice Willis be appointed to the post of Section 151 Officer / Chief Financial
Officer on an interim basis for a period of 6 months, as described in this report,
pending a permanent appointment, and;

2.2 That the procedures for appointment and termination of employment in Part 4
Section K of the Council’'s Constitution be waived in this case having regard to the
reasons given in paragraph 6.4 below.

Report Authorised by: The Chief Executive

Contact Officer: Terence Mitchison, Principal Project Lawyer Corporate
Terence.mitchison@haringey.gov.uk 8489-5936

3. Comments of the Chief Financial Officer

3.1 The cost of the interim Chief Financial Officer can be contained within the agreed
budget.
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4. Head of Legal Services’ Comments

4.1 Under section 151 of the Local Government Act 1972 the Council must appoint an
officer to have personal responsibility for the administration of the Council’s financial
affairs. That officer must have the appropriate professional qualification. In the
Council’s Constitution the section 151 Officer is described as the Chief Financial
Officer. The proposed mechanism of a contract of employment, combined with the
locum consultancy arrangement for related non-statutory services, is considered to
be an effective and lawful means of securing interim cover.

5. Local Government (Access to Information) Act 1985

5.1 Background documents:
The Council’'s Constitution

6. Report

6.1 The current Section 151 Officer / Chief Financial Officer (s.151/CFO), Gerald
Almeroth, has given notice that he will be leaving the employment of Haringey Council
after 31 March 2010. The Council must ensure that an officer with the appropriate
professional (CIPFA) qualification is appointed to act personally in the role of the
s.151/CFO until such time as a permanent appointment can be made and that
appointee can take up the post.

6.2 The s.151/CFO is a “statutory officer” of the Council and, as such, a member of the
Chief Executive’s Management Board. The post reports directly to the Director of
Corporate Resources and thus counts as a Deputy Chief Officer.

6.3 Part 4, Section K of the Council’'s Constitution applies to the recruitment and
appointment of Chief Officers and Deputy Chief Officers on a permanent basis. The
procedure requires the advertisement of the post, the short-listing of candidates and
the selection of the successful appointee after interviews by a Member “4K Panel”
which is, inevitably, a time consuming process. It is not wholly clear whether the
procedure applies to all temporary appointments. For the avoidance of doubt and for
the reasons explained below, Members are being recommended to waive the
application of Part 4, Section K in this case.

6.4 In the current circumstances there is a limited and very fast moving market where
availability can change quickly for the relatively small number of suitably qualified and
experienced professionals able to take on the role of s.151/CFO at a London Borough
on an interim basis. After making enquiries of several agencies, the Director of
Corporate Resources has advised that it would not be practicable to comply with the
Part 4, Section K procedure if an interim s.151/CFO is to be appointed and in place
prior to the departure of the current post-holder.

Report Template: Formal Bodies / Member Only Exec
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6.5 Accordingly, Members are being recommended to waive the application of the
procedures in Part 4, Section K of the Constitution with respect to this interim
appointment only. As this is an interim arrangement for a period of 6 months, it is also
advisable to waive the requirement for a “4K Panel” to be held for the
dismissal/termination of employment of the interim s.151/CFO.

6.6 The lack of certainty over the scope of Part 4, Section K of the Constitution is clearly
undesirable. Officers propose to report to the Constitution Review Working Group with
proposals to clarify the application of these procedures to temporary/interim
appointments of Chief and Deputy Chief Officers.

6.7 The Director of Corporate Resources has been able to secure the services of a
suitably qualified and experienced professional, Janice Willis, to undertake the duties of
the s.151/CFO on an interim basis, subject to Members’ agreement. Janice Willis was
introduced to the Council by an agency providing locum consultancy services.

6.8 There will be two aspects to the work performed by Janice Willis, both aspects being
within the job description of the current post-holder.

6.9 The first aspect is the statutory role of s.151/CFO. The law requires that the appointee
has personal responsibility for the administration of the Council’s financial affairs.
Therefore, there must be a direct contractual relationship with Janice Willis who is to be
a temporary employee of the Council with respect to the statutory duties of the post for
a period of 6 months starting on 1 April 2010.

6.10 The second aspect is the non-statutory management role which the current
post-holder undertakes within the Corporate Resources Directorate including the
supervision and line management of the Corporate Finance, the Audit & Risk
Management, the Procurement and the Benefits & Local Taxation Services. These
tasks are distinct and additional, though related, to the statutory role.

6.11 Itis proposed that these non-statutory duties be undertaken by Janice Willis under
the terms of the existing framework agreement between the Council and the agency
for the provision of consultancy services. In order to ensure continuity and an efficient
hand-over, Janice Willis is expected to commence these non-statutory duties on 8
March 2010.

Report Template: Formal Bodies / Member Only Exec 3
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REPORT OF THE CABINET NO. 10-2009/10 Page 1
COUNCIL 22 FEBRUARY 2010

Chair: Deputy Chair:
Councillor Clare Kober Councillor Lorna Reith
INTRODUCTION

1.1 This report covers matters considered by the Cabinet at our meeting on 26 January
2010. For ease of reference the Report is divided into the Cabinet portfolios.

1.2  We trust that this report will be helpful to Members in their representative role and
facilitate a fruitful dialogue between the Cabinet and all groups of Councillors. These
reports are a welcome opportunity for the Cabinet on a regular basis to present the
priorities and achievements of the Cabinet to Council colleagues for consideration and
comment. The Cabinet values and encourages the input of fellow members.

ITEM FOR DISCUSSION

Resources
2. FINANCIAL PLANNING -2010/11 TO 2012/13

2.1 Following our meetings on 21 July and 17 November 2009 we reported to the Council on
19 October 2009 and 18 January 2010 respectively on the key financial planning issues
facing the Council and followed the agreed process for the detailed consideration of the
Cabinet’s business and financial planning process

2.2 At our meeting on 26 January 2009 we considered a report which set out the medium term
financial strategy for the three year period 2010/11 — 2012/13 which would be reviewed on
an annual basis. The budget for 2010/11 will be the last to be agreed by the current
administration. As we reported to the Council in October, the initial financial planning
report identified a new budget gap of £17.1 million over the three year period in addition to
the £5.7 million of savings still to be identified. The business planning process this year
had aimed to ensure there was a balanced budget for 2010/11 as well as reviewing the
pre agreed savings totalling £9.2 million.

2.3 The report proposed a budget package for recommendation to the Council. We noted that
the proposed budget was based on a Council Tax freeze for 2010/11 and that the medium
term plan showed a significant estimated budget gap for 2011/12 onwards, a challenge for
which a strategic approach was set out. The report also proposed a balanced budget for
the schools element of children’s services within the ring-fenced dedicated schools grant
(DSG) and a balanced budget for the Housing Revenue Account (HRA) based on an
average rent increase of 1.3%. A capital programme was proposed based on the existing
policy framework for capital expenditure and the treasury management strategy and policy
set out had been considered by the General Purposes Committee and was recommended
for approval, subject to further scrutiny by the Audit Committee on 1 February 2010.

2.2 The report we considered on 26 January (attached at Appendix 1) proposed a budget
package for the period 2010/11 to 2012/13 and was in 12 sections:

e government support

Produced by Local Democracy and Member Services
Contact — Cabinet Committees Team 8489 2923




Page 12

REPORT OF THE CABINET NO. 10-2009/10 Page 2
COUNCIL 22 FEBRUARY 2010

changes and variations

strategic approach

consultation

savings options

investment options

the children’s service budget within the dedicated schools grant
the housing revenue account budget
the capital programme

the treasury management strategy
council tax; and

key risk factors.

The report was supported by various appendices as follows:

e appendix A set out the gross budget trail

e appendix B tracked the resource shortfall over the planning period

e appendix C was the budget report of Overview and Scrutiny Committee and the
Cabinet response

e appendix D set out proposed investments

e appendix E set out proposed efficiency savings

e appendix F was the proposed budget for children’s services within the dedicated
schools grant (DSG)

e appendix G was the housing revenue account budget

e appendices H, | and J related to the capital programme

¢ appendix K was the treasury management statement.

2.3 The report proposed a General Fund budget requirement of £416.587 million, subject to

the decisions of precepting and levying authorities and the consequences for Council
Tax levels. We report that we adopted the recommendations contained in the report
which we refer to the Council for discussion and agreement noting that the final decision
on the budget and Council Tax for 2008/9 would be made by the Council at the meeting
on 22 February 2010.

ITEMS OF REPORT

Resources

3.

3.1

3.2

ANNUAL AUDIT LETTER 2008/09

We received a presentation from Mr. Paul Dossett of Grant Thornton (the Council’s
external auditors) and considered a report on the Annual Audit and Inspection Letter. We
noted that the Letter summarised the conclusions and significant issues arising out of the
work for the Council in the preceding year. It included information from the audit of the
Council’s accounts, the Use of Resources Assessment and the certification of claims and
returns.

During the course of his presentation Mr. Dossett highlighted the key conclusions from
the 2008/09 audit which were as follows -
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3.3

3.4

3.5

3.6

An unqualified opinion of the Council’s 2008/09 accounts had been issued by the
required deadline. The Council had engaged in the accounts audit in a very positive and
responsive fashion.

Although the Council had performed well overall in the new use of resources
assessment, the value for money conclusion had contained an ‘except for’ qualification in
respect of the Council’s use of data, based o a number of weaknesses identified with the
Council’s data quality.

The review of the Council’s treasury management arrangements had demonstrated that
the Council had put sound arrangements in place and, following its exposure from the
Icelandic banking crisis, had taken decisive action to deal with the nationally and locally
identified areas for improvement.

We were also advised that the audit had also highlighted the following key areas where
the Council should take action in 2009/10 -

The Council should continue its preparations for the introduction of accounting under
International Financial Reporting Standards including by ensuring that asset valuation
procedures were sufficiently robust and accounting for fixed assets was further
strengthened.

The Council should address, as a matter of priority, the identified weaknesses in data
quality, including the child protection and housing and council tax services in order to
achieve an ‘adequate’ assessment in future.

With regard to the question of International Financial Reporting Standards, we were
pleased to noted that while the Audit Commission had briefed that many local authorities
were struggling with their implementation Haringey was more advanced than most with
their preparations and the good working arrangements between the Council’s officers
and Grant Thornton in this respect was emphasised.

We also noted that the auditors’ findings had been reported previously to the General
Purposes Committee and to the Audit Committee and actions agreed in response. The
Audit Committee was responsible for monitoring the implementation and progress of the
detailed actions which were summarised in the report. The report also outlined how the
Council was addressing the key issues raised by the external assessment process and
confirmed that the external auditors had also agreed the substance of the detailed
actions.

We report that we received the Annual Audit Letter for 2008/09 and endorsed the
Council’s response to it.

Leisure, Culture and Lifelong Learning

4,

AQUATICS DEVELOPMENT PLAN

Produced by Local Democracy and Member Services
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41

4.2

4.3

4.4

4.5

We considered a report which advised us that swimming and other aquatic based activity
was the most popular sport within the borough and that the most unmet demand from
people who wanted to learn to swim. We were also advised that swimming pools required
a significant subsidy in order to operate and it was important that they had the maximum
benefit they could on people’s health outcomes.

The purpose of the report was to seek to ensure a sustainable plan was in place for
people who wanted to learn to swim. To this end officers were seeking to identify key
partner’s with whom the Council could work to increase access and opportunity and to
ensure that investments within the Sports and Leisure Improvement Programme were
targeted to benefit long term development of aquatic activity. Consideration was also
given to the options for the continuation of the free swimming offer beyond March 2011.

The executive summary of the Aquatics Development Plan which was appended to the
report set out 5 overall aims, namely:

i. Growth and Retention: - To grow the number of people who can swim and to
ensure that there are suitable and sufficient activities accessible to all people
within the diverse communities in Haringey.

i. Raising Standards: - To create safe, friendly, welcoming, high quality
opportunities within which to learn to swim and to participate regularly.

iii. Developing better swimmers: - To create clear pathways for swimmers and
those wishing to learn to swim to improve the standard of swimming across the
borough. Raising the confidence of swimmers to take up other aquatic based
activity.

iv.  Workforce Development: - To recruit and develop a suitably qualified and
diverse pool of coaches, swimming teachers, lifeguards, volunteers and
champions within Haringey.

v. Facilities development: - To develop the offer available at the three key pools
within the schools network areas and identify the deficit of pool water space in
the borough so to inform future community infrastructure planning.

The key outputs and outcomes from the Plan were cited as -

e To modernise the ‘learn to swim’ programme in line with the ASA National Plan
for Teaching.

e To adopt the Swim21 standard as the quality mark for swimming and aquatic
provision within the Borough.

e To ensure there are clear development pathways within a range of aquatic
disciplines for all who wish to participate

e To develop the staff and volunteers involved in swimming to ensure they are
suitably qualified and have clear terms of engagement.

¢ To maximise the use of existing swimming pool provision in the Borough whilst
clearly identifying the need for further swimming pool provisions in the future.

During the course of our deliberations we welcomed the inclusion of schools swimming
pools in the Plan and noted that discussions were continuing including about extending
public use of the pool at Northumberland Park School. In approving the Aquatics
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Development Plan as submitted, we were pleased to note that the new water treatment
system at Tottenham Green Leisure Centre had resulted in economies in water,
chemical and energy usage and also in the reduction of carbon emissions. Also, that a
number of other local authorities had expressed interest in the regenerative filtration
system and had visited the Centre.

Enforcement and Safer Communities

5. DRAFT REPLACEMENT LONDON PLAN, DRAFT LONDON ECONOMIC
DEVELOPMENT STRATEGY, AND THE MAYOR’S DRAFT TRANSPORT STRATEGY

5.1 The Council will be aware that the Mayor of London published three major draft policy
documents for consultation in October 2009 and had sought views on them from the
Boroughs, public agencies and all stakeholders. The Plans in question were -

e Draft Replacement London Plan (LP)
e Draft Economic Development Strategy (EDS)
e Mayor’s Draft Transport Strategy (MTS)

5.2  Following the publication of these strategies, the London Development Agency’s (LDA)
draft Investment Strategy was published in December. This had set out the broad
investment priorities for 2010-2013 with the intention of supporting the delivery of
outcomes identified in the replacement LP, draft MTS and draft EDS.

5.3 We considered a report which set out the Council’s response to all three draft strategies,
the proposed response to the LDA’s Investment Strategy having been incorporated into
the responses to the draft replacement LP, draft MTS and draft EDS.

5.4  We report that we approved the key comments proposed which were set out in the body
of the report and in four Appendices and in so doing we thanked the Cabinet Member for
Enforcement and Safer Communities together with the other members of the LDF
Members Advisory Group for their efforts in ensuring that a corporate response was
made to these three strategies.

Leader

6. APPOINTMENT OF REPRESENTATIVES TO SERVE ON THE HARINGEY
STRATEGIC PARTNERSHIP THEME BOARDS

6.1 We report that we appointed Councillor Bevan to serve on the HSP Better Places
Partnership Board and the HSP Enterprise Board for the remainder of the 2009/10
municipal year following the resignation of the Cabinet Member for Environment and
Conservation.

7. THE COUNCIL’S PERFORMANCE: NOVEMBER 2009 (PERIOD 8)

Produced by Local Democracy and Member Services
Contact — Cabinet Committees Team 8489 2923



Page 16

REPORT OF THE CABINET NO. 10-2009/10 Page 6
COUNCIL 22 FEBRUARY 2010

71

7.2

7.3

7.4

7.5

7.6

We considered a report which presented on an exception basis financial and
performance information for the year to November 2009, asked us to agree proposed
budget virements in accordance with financial regulations.

We noted that overall performance on the monthly basket of indicators showed that of
the 76 indicators 47% were on target with a further 16% close to target and 28% not
currently achieving target. For the remaining 7 indicators (9%) data or targets were not
available and there status could not be allocated.

The overall revenue budget monitoring, based on the November position, showed a
reduction in the service forecast overspend by £0.1 million. The service forecast
overspend figure was made up of pressures across a number of Directorates, the detail
of which was set out in the report, with the greatest pressure remaining within the
Children and Young People Service. There were a number of compensatory savings
from within the non service revenue budget which helped to reduce the general fund
outturn figure down including a £1 million contribution from the general contingency, a
£1.5 million saving on the inflation budget plus a forecast saving of £0.6 million on
energy costs since the Council moved onto a new energy contract. This gave an overall
outturn figure of a net £1.7 million above budget. Officers would continue to monitor the
position closely to assess the impact of the measures being put in place to reduce costs
wherever possible.

We noted that the Treasury Management Strategy Statement (TMSS) and Investment
Strategy 2010/11 to 2012/13 and the Treasury Management 3rd Quarter Performance
update for the period ended 31 December 2009 had been submitted to the General
Purposes Committee and, in accordance with changes set out in the revised CIPFA
Code of Practice on Treasury Management 2009, the TMSS would be scrutinised by the
Audit Committee prior to its approval by us and the full Council. We also noted that the
adoption by the Council of the Revised CIPFA Code of Practice on Treasury
Management 2009 would necessitate changes to the Council’s Constitution which
would be the subject of a report by the Constitution Review Working Group to the full
Council for adoption.

The aggregate capital projected position in 2009/10 was to under spend by £10.9 million
which equated to 6% of the approved budget. We noted that a significant proportion of
the current year’s capital programme was funded from receipts generated as part of the
Council’s disposal programme. The target level of receipts assumed in 2009/10 was
£9.1 million but, as previously reported, the projected actual receipt total was short of the
target, currently forecast at £4.46 million an increase of £130,000 on last month due
mainly to usable right to buy receipts which had picked up slightly compared to the early
part of the year. The overall shortfall was mainly as a result of very difficult property
market conditions currently prevailing and impacting on valuations and hence the
deferral of some disposals into later years. As previously reported, it is proposed to partly
mitigate the shortfall by the use of brought forward Department for Children, Schools and
Families non-ring fenced capital funding of £2.283 million offered by the Government in
2009/10 to help maintain the capital programme at existing levels. This would be repaid
to the Children and Young Peoples Service for schools use in 2012/13.

Under the Constitution, certain virements are key decisions. Key decisions are:
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- For revenue, any virement which results in change in a directorate cash limit of more
than £250,000; and

- For capital, any virement which results in the change of a programme area of more
than £250,000.

Key decisions are highlighted by an asterisk in the table.

7.7 The following table sets out the proposed changes. There are two figures shown in each
line of the table. The first amount column relates to changes in the current year’s budgets
and the second to changes in future years’ budgets (full year). Differences between the
two occur when, for example, the budget variation required relates to an immediate but
not ongoing need or where the variation takes effect for a part of the current year but will
be in effect for the whole of future years. Proposed virements are set out in the following

table —

Revenue Virements

Period | Service | Key | Amount Full Reason for budget |Description
current year changes
year Amount
(£°000) | (£'000)
P8 CYP |Rev* 1,236 1,236 Corrective Budget Re-allocation of budget from corporate overhead
Realignment codes to appropriate GL codes
P9 AC Rev* 1,500 1,500 Corrective Budget Allocation of 2009/10 agreed investments to the
Realignment Learning Disabilities Commissioning budget.
P9 PP Rev* 251 2009/10 allocations  |Grant funding from Home Office, Youth offending
Service & Department of Health
P9 UE |Rev* 890 Corrective Budget Re-allocation of ABG & LDA grant budget to
Realignment appropriate GL codes to accurately reflect
expenditure
P9 UE Rev* 1,214 Corrective Budget Re-allocation of ABG & LDA grant budget to
Realignment appropriate GL codes to accurately reflect
expenditure
P9 UE |Rev* 351 Corrective Budget Re-allocation of ABG & LDA grant budget to
Realignment appropriate GL codes to accurately reflect
expenditure
P9 UE |Rev* 316 Corrective Budget Re-allocation of ABG & LDA grant budget to
Realignment appropriate GL codes to accurately reflect
expenditure
P9 AC Rev* 715 715 2009/10 allocations  [Release of centrally held budget to meet inflation
cost pressures in residential home placements
within Adults, Culture & Community Services
Capital Virements
Period | Service | Key | Amount Full Reason for budget [Description
current year changes
year Amount
(£°000) | (£'000)
P9 AC Cap 150 2009/10 allocations  [Sustainable Investment Fund loan agreed for
Water Filtration project at Tottenham Green
Leisure Centre
P9 AC Cap 110 2009/10 allocations  [Funding from London Development Agency &

Heritage Lottery Fund for Lordship Recreation
Ground
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8. DELEGATED DECISIONS AND SIGNIFICANT ACTIONS

8.1  We were informed of the following significant action taken by a Director under delegated
powers -

Director of Adult, Culture and Community Services
Recreation/Parks (Arboriculture and Allotments) — Enhancement of Existing Posts.

Safeguarding and Strategic Services — Recruitment of Independent Safeguarding Board
Chair

Director of Children and Young People

Building Schools for the Future — Park View Academy (Food Tech Design and
Installation).

Bruce Grove Youth Centre (Improvements to External Areas)

ICT Services Contract for Haringey Sixth Form Centre - Extension
Director of Corporate Resources

Hornsey Central Depot — Approval to the provision of professional advice to the Council
for the successful negotiation and delivery of the site in accordance with Council
objectives.

Disposal of Aneurin Bevan House and 46-50 Tredegar Road N11 — Approval to the
disposal of the freehold interest of these properties.

Heywood Managed Service (Pensions) — Approval to the award of the contract.
Recreation/Parks (Arboriculture and Allotments) — Enhancement of Existing Posts.

Wood Green Library — Approval to the award of the contract for the replacement of the
ceiling and lighting.

Note by the Head of Local Democracy & Member Services
2008/09 - 2010/11 LOCAL AREA AGREEMENT YEAR 2 REFRESH

The Cabinet reported to the Council at the meeting on 31 March 2008 on the requirement
contained in the Local Government and Public Involvement in Health Act 2007 that local
strategic partnerships have new Local Area Agreements in place by June 2008. These
were to include up to 35 improvement targets negotiated with the Government. On
consideration of our report the Council noted and endorsed the 2008/09 — 2010/11 Local
Area Agreement for submission to and negotiation with the Government Office for
London.
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At its meeting on 23 February 2010 the Cabinet will consider a report by the Assistant
Chief Executive (Policy, Performance Partnerships and Communication) the purpose of
which is to advise that Haringey’s Local Area Agreement is subject to annual review. The
review process focuses on delivery but it also provides an opportunity to refresh certain
targets. The Cabinet is to be recommended to approve the refreshed (Year 2) 2008/09-
2010/11 Local Area Agreement for local adoption and submission to Government Office
for London by the deadline of 12 March 2010 and subsequent Ministerial sign off in late
March. For Government purposes, the ‘refresh’ is concerned with designated indicators
(the 35 improvement indicators).

The Cabinet will be recommended to consider the following proposed changes to the
targets within the LAA:

Revision of targets for the economic indicators which were ‘frozen’ last year as a result
of the economic downturn. These include:

e NI 116 - Proportion of children in poverty;

e NI 153 - Working age people claiming out of work benefits;

¢ NI 154 — Net additional homes provided; and

e NI 171 — New business registration rate.

Setting of targets for the two nationally deferred indicators:
e NI 125 Achieving independence for older people
e NI 149 Adults in contact with secondary mental health services

Removal of NI 112 Teenage conception rate from the overall reward calculation.

Technical revisions to targets where data was confirmed post ministerial approval in
April 2009; including six place survey targets and two other targets:

Place survey targets

NI 1 - People from different back grounds who get on well together;
NI 4 - People who feel they influence decisions locally;

NI 6 - Participation in volunteering;

NI 21 - Dealing with local concerns about Anti Social Behaviour;

NI 119 - Self reported measure of peoples health/ wellbeing;

NI 140 - Fair treatment by local services;

Other targets
e NI 15 — Serious violent crime rate;

e NI 186 - Per capita C02 omissions.

Setting of local targets for NI 175 — Access to services and facilities by public transport;
and the removal of the two local skills targets from the final year of the LAA.

Inclusion of attainment targets for 2010/11. These will be confirmed by the Department
of Children, Schools and Families post Ministerial sign off.

Because of the need to submit the final refreshed LAA to Government Office for London
by 12 March the Cabinet is to be recommended to authorise the Leader (who is also Chair
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of the Haringey Strategic Partnership) to agree any final revisions required by
Government Office for London after the report has been approved by the Cabinet and the
HSP Performance Management Group. As the Council noted and endorsed the initial
2008/09 — 2010/11 Local Area Agreement they are now asked to endorse the proposed
delegation to the Leader of the Council of authority to agree the final refreshed version of
the LAA.

WE RECOMMEND

That authority to agree the final refreshed version of the Local Area Agreement for
submission to the Government Office for London post approval by the Cabinet including
any final revisions required by Government Office for London be delegated to the Leader
of the Council.
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Haringey Counci
APPENDIX 1

Cabinet 26 January 2010

Report title: Financial Planning 2010/11 to 2012/13

Report of: The Director of Corporate Resources and Chief Financial Officer

Ward(s) affected: All Report for: Key Decision

1. Purpose

1.1 To consider the Cabinet’'s proposed budget package for 2010/11 and later years,

2. Introduction by Cabinet Member for Rescurces

2.1 The Council fully understands the financial pressures facing residents in the
current recession and Is determined to help and suppeort people through these
difficult times.

2.2 This Is a budget reflecting traditional Labour values. It is proposing investment of
over £7m of additional resources in front-line services, In particular for vulnerable
groups in children's and adult’s social care and to assis! families in temporary
accommodation. It Is alsc proposed to increase volunteering and also investment
in a credit union facility to help Haringey residents with management of financial
malters and allow them to gain access to low cost finance.

2.3 In order to pay for this investment the Councll will be delivering over £7m of
efficiency savings across the Council. While the next few years will not be easy, |
believe we mus! continue to reflect traditional Labour values. | believe there is
room for further efficiency savings and no need to cut valuable and appreciated
front-line services.
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3.1

3.2

3.3

3.4

3.5

3.6

3.7

3.8

3.9

3.10

3.11

3.12

Recommendations

To agree the changes and variations set out at paragraph 9.3 and appendix B.
To note the outcome of the consultation processes set out at section 11.

To agree the revised and new investment proposals set out in appendix D.

To agree the revised and new savings proposals set out in appendix E.

To agree the proposals for the children’s services (DSG) budget set out in the
report and in appendix F.

To agree the proposals for the HRA budget set out in appendix G.
To approve the housing rent increases at an average of £0.98 per week (1.3%).

To approve the housing tenant service charge reduction at an average of £1.59 per
week (10%).

To agree the proposals for the capital programme and funding set out in
appendices H and J and the capital resource allocation policy at appendix |.

To agree the treasury management strategy and policy and prudential limits set out
in appendix K and amended reporting processes in line with the revised CIPFA
guidance.

To agree the proposed general fund budget requirement of £416.587m, subject to
the decisions of precepting and levying authorities, and the consequences for
council tax levels

To note that this budget report will go to Council on 8 February 2010 with the final
decision on the budget and the council tax for 2010/11 to be considered at the
Council meeting on 22 February 2010.

Report authorised by: Gerald Almeroth, Chief Financial Officer

Contact officer: Gerald Almeroth, Chief Financial Officer, 020 8489 5972
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4. Executive Summary
4.1 The report sets out the Cabinet's budget package for recommendation to full
Council. The proposed budget is based on a council tax freeze for 2010/11. The
medium term plan shows a significant budget gap for 2011/12 onwards for which a
strategic approach to meet this challenge has been set out.
4.2 The report proposes a balanced budget for the schools element of children’s
services within the ring-fenced dedicated schools grant (DSG).
4.3 The report proposes a balanced budget for the HRA based on an average rent
increase of 1.3%.
4.4 The report proposes a capital programme based on the existing policy framework
for capital expenditure.
4.5 The treasury management strategy and policy has been considered by the General
Purposes Committee and is recommended for approval.
5. Reasons for any change in policy or for new policy development (if
applicable)
5.1 The budgetis designed to deliver the Council’s existing policy framework.
6. Local Government (Access to Information) Act 1985
6.1 The following papers were used in the preparation of this report:
« The provisional local authority revenue support grant settlement 2010/11
issued 26 November 2009
« Report of the Chief Financial Officer and Director of Corporate Resources
to Cabinet on 17 November 2009 ~ Financial Planning 2010/11 — 2012/13
* Report of the Chief Financial Officer and Director of Corporate Resources
to Cabinet on 21 July 2009 — Financial Planning 2010/11 — 2012/13
7 Background
7.1 The reports to the Cabinet on 21 July and 17 November set out the key

financial planning issues facing the Council and follow the agreed process for
the detailed consideration of the Cabinet's business and financial planning
process. This report sets out the medium term financial strategy for the three-
year period and this will be reviewed on an annual basis. The budget for
2010/11 is the final one to be agreed by this administration. The initial financial
planning report in July identified a new budget gap of £17.1m over the three
year period in addition to the £5.7m of savings still to be identified. The
business planning process this year has aimed to ensure there is balanced

30f 38




7.2

7.3

7.4

8.1

8.2

Page 24

budget for 2010/11 as well as reviewing the pre-agreed savings totalling
£9.2m.

This report proposes a budget package for the period 2010/11 to 2012/13 and
is in 12 sections:

government support;

changes and varations;

strategic approach;

consultation;

savings options;

investment options;

the children’s service budget within the dedicated schools grant;
the housing revenue account budget;
the capital programme;

the treasury management strategy;
council tax, and;

key risk factors.

The report is supported by various appendices as follows:

e appendix A sets out the gross budget trail;

o appendix B tracks the resource shortfall over the planning period;

o appendix C is the budget report of Overview and Scrutiny Committee and
the Cabinet response;

e appendix D sets out proposed investments;

e appendix E sets out proposed efficiency savings;

e appendix F is the proposed budget for children’'s services within the
dedicated schools grant (DSG);

e appendix G is the Housing Revenue Account budget;

e appendices H, | and J relate to the capital programme, and;

o appendix K is the treasury management strategy statement.

The Council will consider the budget package and the limits under the
prudential code on 8 February and the final council tax (including the GLA
precept) and the policy and decision on reserves on 22 February.

Government support

The budget for 2010/11 is the third year of a three year grant settlement that
has provided certainty and allowed for a reasonable amount of stability for
service planning over that period. There have been a number of significant
changes in the formula grant system in recent years and the debate on the
financing of local government is no doubt set to continue further in the near
future.

The most recent significant changes in the grant formula were when there

was a two year settlement position for 2006/07 and 2007/08. The key changes
were as follows:
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 the transfer of schools’ resources from formula spending shares (FSS) to a
ring-fenced dedicated schools grant (DSG);

* an alternative grant system based on separate blocks for relative needs,
resources, a 'basic amount’ and damping, replacing the previous formula
spending shares by service (FSS);

o three-year seftlements for individual local authorities based on frozen or
projected data and linked to government spending review periods;

e use of projected population and tax base information, and:

» reduced weighting for deprivation in the formula for Children’s and Younger
Adults Social Care resulting in a significant shift of resources away from
Haringey and London generally.

For the 2008/09 budget and the current three year settlement the government
consulted on changes to the formula in which Haringey had particular interest
in two aspects:

» area cost adjustment — provide a new geographical banding for East Inner
London to include Haringey, Newham and Barking & Dagenham to reflect
more accurately the actual labour costs in the area — this was not
implemented and no changes were made, and:

» removal of the separate damping floors for Children's and Younger
Adults Social Care introduced after significant changes were made in
2006/07 ~ this was removed and saw a shift in formula resources away
from London.

The settlement provided indicative figures for the following two years as part of
the government’'s proposal to move to three-year settlement announcements
for individual local authorities. This is based on frozen or projected data and
linked to spending review periods and therefore this time matches the
Comprehensive Spending Review 2007 (CSR07) issued in October 2007.

The figures for 2010/11 were re-confirmed in the provisional grant
settlement announcement issued on 26 November 2009. The three year
grant settlement set overall floors for the three year period. The settlement for
Haringey is shown in the table below:

Formula grant 2008/09 2009/10 2010/11
National average increase 3.7% 2.8% 2.6%
London average increase 2.4% 21% 2.0%
Floor increase 2.0% 1.75% 1.5%
Haringey increase 2.0% 1.75% 1.5%
Haringey grant increase (£m) £2.7m £2.4m £2.1m

Haringey has received a floor increase for all three years. The majority of
London boroughs are still on the grant floor. Haringey is calculated at being
approximately £7.1m below the grant floor in 2010/11. This is mainly as a
result of the removal of the separate floors for Children's and Younger Adults
Social Care after the change in the formula as mentioned above as well as
base under-funding through the area cost adjustment.
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The Council continues to produce a medium term three year financial strategy
and this year includes rolling further a year to inciude 2012/13 aithough the
future grant settlement for the latter two years is not known. The previous
planning assumption was that a continuation of the 1.5% floor increase. This
has now been revised to a 1% reduction each year based on the current
economic circumstances and the Chancellor's pre-budget report (December
2009) that commits to repaying 50% of the public debt by 2013/14.

The population projections used in the grant settlement have shown a small
reduction over the three year period. The Office of National Statistics (ONS)
mid-year review of the 2008 data has concluded that the population in
Haringey is higher than previous projections. The figure used in the base
2008/09 grant settlement was a population of 221,500. The recent mid-year
review by ONS has re-stated the Haringey population at 226,200. This is
4,800 (2.2%) higher. Attempts were made to get these latest figures inciuded
in the current grant settlement, but DCLG refused to contemplate re-opening
the three year grant position. This should feed into future formula grant
settlement calculations although unlikely in itself to take Haringey back above
the grant floor. However, the ONS have been looking at improvements to their
mid-year review methodology and are currently consulting on different
indicative population figures, which suggest Haringey's population is only
219,700, as much as 6,500 less than the recently published figure of 226,200.

The census in March 2011 is likely to be used to re-set all of the population
data held by ONS so it will be important that sufficient effort is put into making
that as successful as possible. London regional planning meetings are being
held with ONS and all London boroughs.

The dedicated schools grant (DSG) is the money that goes directly to fund
schools and the pupil led services in support of an authority’s dedicated
school’s budget. Education services continue to receive higher increases than
other local government services although the increases over the three year
settiement period are below that previously received. Haringey has received
an increase of 3.9% per pupil for 2010/11, which is the minimum increase
available.

DSG per pupil 2008/09 2009/10 2010/11
National average increase 4.6% 3.7% 4.3%
London average increase 4.4% 3.8% 4.3%
Haringey increase 4.1% 3.5% 3.9%

The 3.9% increase represents a 2.9% basic increase plus funding for
ministerial priorities. This higher level of resources is designed to fund the
minimum funding guarantee per pupil for all schools of 2.1% although the final
cash sum available for each school will depend on the number of pupils as
recorded in the January 2010 count. A number of specific grants for schools
have increased or are new in excess of £3.5m. These relate mainly to 1-2-1
tuition, targeted support and extended schools subsidy. The implications for
children’s services budgets are explored later in the report.
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Under the Council’s policy on capital expenditure, increases in grant in relation
to capital financing are earmarked to fund the revenue consequences of
supported borrowing. The estimated increase in this part of the formula is
£0.4m and this will be required to fund the increased costs of borrowing.
However, due to the way the grant floors operate, the Council will not receive
any actual additional cash grant to support this cost. The significant majority of
the approvals relate to the capital programme for schools.

The draft settlement for 2010/11 provides the level of specific grants largely
as reported previously in general fund terms. A significant amount of grant is
now paid through the area based grant (ABG), which is not ring-fenced for
any specific purpose, but is to be used for agreed local priorities, although
some of the previous grant regimes were supporting mainstream Council
services. The adjusted base for 2009/10 is £24.87m as there have been a
number of small additions and revisions during the year. Recently the DCLG
announced that they were bringing forward some of the Working
Neighbourhood Fund reward grant from 2010/11 for use in 2009/10 in order to
improve employment opportunities for long-term jobless families and
Haringey’s allocation is £0.65m. This has been added to the allocation for
Enterprise Partnership Board. It is proposed that the allocation of the area
based grant, particularly that which is not funding mainstream Council services,
is agreed in conjunction with the Council’s partners in the Haringey Strategic
Partnership (HSP) as part of the Local Area Agreement (LAA).

The level of supporting people grant continues to reduce by approximately
5% each year. The grant is confirmed at £18.66m in 2010/11, a reduction of
£0.98m (5%) from the £19.65m figure for 2009/10. A plan is in place to
manage this grant reduction with the least amount of impact on services mainly
through improved procurement. The position for specific grants for 2011/12
onwards is not yet known. This will be included in the detailed govemment
spending review for 2010.

There are some smaller changes on other elements of the grant, which will be
managed within the overall position for each theme board under the HSP.
These resources are largely unchanged and therefore will not have a
significant impact on achieving the priorities within the LAA. The proposed
allocations to the theme boards is set out in the table below:

Area based grant — proposed theme | 2008/09 | 2009/10 @ 2010/11
board allocations £m £m £m
Better Places Partnership 1.944 2.019 2.019
Children’s Trust 9.910 11.250 11.161
Enterprise Partnership 1.200 2.256 1.561
Integrated Housing Board 0.223 0.223 0.223
Safer Communities Executive Board 2.066 2.183 2.230
Neighbourhoods and Capacity 1.793 1.795 1.795
Well Being Partnership Board 5.143 5.143 5.143
Sub total 22.279 24.869 24132
Supporting People 18.666
Total 22.279 24.869 42,798
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The LAA reward grant will start to filter through over the next two years. It is
assumed that in line with current policy the allocation of this will be assessed at
the time and directed to whatever the priorities and greatest needs are at the
time rather than the grant going towards the priority that the grant arose from,
If there are significant reductions in ABG in future years then this grant may
assist in the transition planning for future services.

It is assumed that there will be no net financial impact arising from the planned
transfer of resources from Primary Care Trusts to Local Authorities in
respect of non-health care related expenditure for people with learning
disabilities. This is has been effective from April 2009 and money will be
transferred by local agreement for the next two years. Further work will be
done for the funding arrangements for 2011 onwards.

The pre-budget report stated that additional funding for local authorities was
being set aside in the form of housing / council tax benefits administration
grant to assist Council's respond to the economic downturn and meet
increased demands for benefit in an effective way. The amount allocated for
Haringey in 2009/10 was an additional £0.5m. The amount notified in the
recent draft settiement for 2010/11 was an additional £0.1m. Given the already
planned reduction in this grant of £0.2m for next year, this represents a net
reduction of £0.6m from 2009/10.

The Council has been successful at attracting other new specific grants
recently. An award of £1.4m was granted by the DWP in respect of the Future
Jobs Fund. This is aimed at providing work primarily for 18-24 year olds who
have been out of work for nearly a year. The award was for the full amount in
the bid and seeks to create up to 221 jobs. A second recent award was from
the Department of Energy and Climate Change (DECC) to become one of
twenty ‘test bed’ authorities in the Low Carbon Communities Challenge.
The £369k will compiement the existing Low Carbon Zone grant of £253k in
the Muswell Hill area and will be invested in further carbon reducing measures.

The Leader wrote to the Minister in response to the provisional grant
settlement by the 6 January deadline and incorporated the key points as set
out in this section of the report.

Changes and variations

The 2009/10 budget was set as part of a process, which covered the second
year of a three year planning period that follows the government spending
review period. A number of budget changes and variations were recognised in
the previous budget process and these are brought forward in the approved
financial plans. During this year financial planning reports to the Cabinet in
respect of 2010/11 onwards have agreed further changes and variations.

The changes and variations already agreed by the Cabinet are as follows:

¢ an update on inflation and assumptions for formula grant and council tax as
the medium term financial strategy is rolled on a further year for 2012/13:;
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e the actuary's triennial valuation of the pension fund up to 2007 was
completed in November 2007. The next valuation will be available in late
2010 for the preparation of the 2011/12 budget. The interim deficit position
as at March 2009 showed a worsening position so an assumption for
increased employer contributions was made on this basis;

e a revision for the revenue support grant assumptions from an increase
of 1.5% to a reduction of 1% each year, approximately a difference of
£3.6m per annum;

e a stepped increase of £1m per annum as part of a build up for the
anticipated increased costs for the procurement of new waste disposal
facilities from 2014/15 through the NLWA as previously reported to Cabinet
in October 2008;

e savings in the base provision for pay award in 2009/10 of £1.5m based on
an average pay increase of 1% compared to the budgeted 2% and an
expectation that the award in 2010/11 will be no more than a maximum of
1% again;

e additional revenue costs of capital financing in respect of the borrowing
approvals, mainly in respect of Education capital schemes;

« a proposal to freeze council tax against the previous planning assumption
of a 3% increase.

The additional changes and variations reported now are as follows:

« the ongoing cost of single status had been allowed for in previous budget
processes noting that the final outcome would not be fully realised until the
end of the implementation of the job evaluation process. As this has
progressed this year it has become apparent that the final full year cost of
this would be higher than previously modelled. A figure of £0.82m is added
for this purpose;

e London Council's agreed to revise the allocation of the cost of the
concessionary fares levy to move towards actual usage data and that this
should be phased in over three years to allow for refinement of the
collection of such usage date. The impact of moving to usage data for
Haringey is estimated to be an increase of over £2m per annum and this is
already factored in to the budget. In addition to this the national scheme
appears to have caused some funding difficulties in certain district areas so
the Department of Transport are consulting on redistributing £29m of the
London grant around the country. If agreed this will increase the cost of the
Haringey scheme by a further £1.05m in 2010/11;

e the funding of the proposed capital programme requires that £6m of
temporary borrowing over the next three years, which will be repaid after
capital receipt disposals. The revenue cost of this borrowing is included
here;
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the carbon reduction commitment scheme is due to be implemented in
2010/11 although the requirement to purchase credits for trading will not
come into effect untii 1 April 2011. A detailed assessment of the possible
net cost for Haringey is not feasible at this time so a prudent allowance of
£0.5m has been included:

the Chancellor's pre-budget report on 9 December announced a further
0.5% increase in employer’s national insurance from April 2011. This is in
addition to the existing planned increase of 0.5% announced at the same
time last year. This further increase is estimated to cost the general fund
approximately £0.7m per annum with a further estimated £0.6m being a
cost to schools;

as previously reported to Members one of the budget risks highlighted was
in terms of interest earnings on cash flow balances if the base interest
rate continued to remain at 0.5%, a record low level. The outlook for rates
is still considered to be low through 2010 and therefore the one-off reserve
created last year to manage the impact of this needs to be supplemented
by a base budget adjustment of £0.8m. This can be re-appraised next year
once the economic position improves;

an announcement was made by central government at the end of
November in terms of providing free personal social care in the future and
a consultation has begun on the aillocation of grant to fund that cost for
local authorities. The implementation date is expected to be 1 October
2010. The Chancellor's pre-budget report stated that £420m of grant wouid
be available in a full year with local authorities being expected to find the
estimated £250m difference through efficiencies. The consultation provides
different methodologies for the distribution of grant with a range of
outcomes for Haringey from £0.55m to £0.82m per annum. It is estimated
that neither of these will cover the likely iost income from existing charges.
A further issue is the potential of demand increasing for this service from
clients who may currently fund their own private care. An initial estimate
has been made at this stage of £0.5m as a total net cost, but this will need
to be kept under review;

following significant increases in oil and energy prices last year the
Council has managed to secure a 40% reduction in prices from October
2009 for the next year. This is reflected in the energy contracts across the
Council and including schools. The saving for the general fund is estimated
at £1.6m in a full year. This doesn’t include continued activity and
investment through the sustainable investment fund to reduce energy
usage, which is reflected in the detailed savings proposals where
appropriate;

on pay and general inflation the November position shows the retail price
index for inflation at 0.3% with the consumer prices index at 1.9%. This
was a rise in November driven by higher cil and petrol prices. It is
expected that there will be some short term volatility on inflation, particularly
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with the temporary reduction in VAT coming back from 1 January 2010.
The medium term position is still one of low inflation as the UK moves
slowly out of recession. The Chancellor's pre-budget report also signalied
an expectation that pay awards in the public sector would not be more than
1% over the next few years. The Council's current budget assumptions
aliow for 2.0% generally on costs (inciuding pay) and fees and charges
income in 2010/11 and 2.5% in later years. It is proposed to reduce this by
1% each year in line with the above expectations. Negotiations with
contractors and suppliers will continue to be done on the basis of
minimising any cost increases at all;

a further saving on insurance costs has been secured through a
consortium contract arrangement with six other London boroughs in the
region of £0.5m per annum. This replaces the previous mutual
arrangement at least in the short term;

the latest budget projection for the apportioned costs for the waste
disposal levy is based on the December report to the North London Waste
Authority (NLWA). This shows that the 2010/11 levy could be at a standstill
charge to the boroughs on the basis of utilising the current year
underspend for that purpose. The Council has previously provided for a
significant increase in line with the budget reports last year. The final
position will be agreed at the NLWA meeting in February 2010;

the Local Authority Business Growth Incentive (LABGI) grant payments for
Haringey have continued to flow in 2009/10, the final substantial year of this
scheme. It is proposed to utilise this funding in 2010/11 within the revenue
budget where a number of one-off investments are proposed thereby
matching the one-off nature of this grant;

a general base contingency sum of £2.0m exists in the current budget
plans up to 2010/11. It is proposed that this is reduced to £1.0m to allow
for any continued recessionary pressures and for any potential downside
risk in respect of the free personal social care impact.

9.4 These changes and variations are summarised at appendices A and B.

10 Strategic approach

10.1

The key drivers for the strategic context in business planning process have
been derived from the current jointly agreed Community Strategy, the majority
party Manifesto and the approved Council Plan priorities as follows:

Making Haringey one of London’s greenest boroughs

Creating a Better Haringey: cleaner, greener and safer;

Encouraging lifetime well-being at home, work, play and learning;
Promoting independent living while supporting adults and children when
needed, and;

Delivering excellent, customer focused, cost effective services.
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10.2 The Council Plan for 2007/10 has a set of key short and medium term actions

1
11.1

that contribute to meeting the above priorities, which in turn will contribute to
the Community Strategy as agreed by the Haringey Strategic Partnership.
The financial plans arise from the business planning process, through Pre-
business plan reviews (PBPR) and allocate resources to priorities as well as
delivering efficiency savings and contributing to the value for money agenda,
Local needs information including the borough profile informs the service
planning at this stage. The final budget proposals will form the medium term
financial strategy and will be aligned to the Council Plan. Individual annual
business plans will be published in April 2010.

Consultation
Consultation on budget options is as follows:

* consideration of financial strategy and the pre-business plan reviews
(PBPRs) by the Overview and Scrutiny Committee:

* a discussion of the Council’s medium term financial plans with partners
within the Haringey Strategic Partnership;

* consideration of the Children and Young People's Service budget issues by
schools at the School’s Forum;

* consultation with tenants and leaseholders via Homes for Haringey on rent

increases and budget proposals;

presentation of the Council’s strategic plans at local business events;

separate focussed consultation sessions with residents:

trade union representatives; and,

other stakeholders.

11.2 Qverview and Scrutiny

11.2.1 The Overview and Scrutiny Committee met during November and December to

consider the Council's financial strategy and the general fund revenue savings
and investment options included in the PBPR’s for each of the business units.
The conclusion and comments of the Overview and Scrutiny Committee are
attached in their report at appendix C2.

11.2.2The Cabinet has given careful consideration to the specific budget issues that

have been raised as part of the process and the responses are set out in
appendix C1. The Cabinet concur with many of the recommendations made
by Overview and Scrutiny Committee and budget proposals have been
amended or further actions noted as a result.

11.3 Haringey Strateqic Partnership

11.3.1Key partners have been consulted individually through this budget process. A

presentation was also made to the Haringey Strategic Partnership (HSP)
meeting on 21 January 2010 setting out the Council's medium term financial
position and strategy in the context of this being the final year of the current
three year settlement; the strategy for dealing with potentially significant budget
gaps in future years and opportunities for a partnership approach to delivering
efficiencies and improving outcomes with less resources.
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11.4 Schools

11.4.1 The School’'s Forum has a key consultative role in the agreement of the budget
strategy for the dedicated schools budget. Budget planning issues and the
detailed report on the dedicated schools budget were considered by the
Schools Forum at its meeting on 10 December 2009. The recommendations
extracted from the minutes of that meeting are attached at appendix F and
these are reflected in the proposed budget plans.

11.4.2 The School's Forum has recently been giving particular consideration to the
implementation of a new single funding formula for Early Years provision.
However, it was announced by DCSF on 10 December that implementation of
this would be deferred until April 2011. It was originally envisaged that any
headroom available within the overall grant settlement could be directed to
ensuring a smooth transition to this new funding formula, however this has
been re-appraised in light of the late change in government policy.

11.4.3 The recommended budget changes together with the grant settlement position
result in £0.8m of ’headroom’ being available above the minimum funding
guarantee in 2010/11. The Forum agreed that this should be distributed in line
with the previously agreed Cabinet policy of targeting additional educational
needs (AEN) factors, although it would like to review the impact of possible
inclusion of the private and voluntary sector. Given the late changes above it
is recommended that the headroom is allocated in line with previous policy for
2010/11.

11.4.4 Further details on schools funding and the proposed budget are set out later in
this report.

11.5 Housing tenants

11.5.1 The draft housing subsidy determination was issued on 10 December 2009 by
DCLG, approximately six weeks later than normal. This has considerably
restricted the amount of time available for consultation on rents and service
charges. Previously consultation has been carried out using a number of
methods, including leaflets, on-line, e-mail, local media adverts, direct mailing
and telephone as well as discussions at the Resident's Finance Panel. The
response in previous years has been low and also given the tight timescale the
consultation this year will combine the rent and service charge consultation in
to one letter to individual tenants. The budget position was also discussed at
the Resident’s Finance Panel meeting on 5§ January 2010.

11.5.2 The consultation is due to close on 1 February 2010 and a summary of the
results will be included in the final budget report to Council.

11.6 Businesses
11.6.1 Business consultation events were organised for 20 and 27 January 2010.
The presentations include the position on the Council's financial strategy as

well as the changes in business rates proposed by central government.
Feedback will be included as part of the report to full Council in February.
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11.6.2 The position on business rate proposals for 2010/11 onwards is complicated by
the 2010 revaluation process being carried out. A transitional relief scheme is
proposed that will put caps on both increases and reductions over a five year
period. The caps for increases are higher for larger properties. The business
rates multiplier is reducing to take account of the re-valued properties in order
that no additional revenue above inflation is generated nationally.

11.6.3 An additional issue for London is the business rate supplement of 2p in the
pound proposed by the GLA for 2010/11. This has been the subject of a
separate consultation during 2009 to all businesses with an existing rateable
above £30k, although the final supplementary business rate will only apply to
businesses above a value of £50k (after revaluation). The GLA have proposed
this to raise funds to contribute to the Cross-rail project.

11.7 Residents

11.7.1Last year the Council year engaged with residents on the main budget process
in a more proactive way than has been undertaken in the past. Thisis in line
with the government agenda of participatory budgeting. The consultation was
based on information giving and asking for comments through Haringey
People, a web-based questionnaire and a consultation exercise with groups of
invited residents at facilitated workshops. This is in addition to the already
well-established publication of the pre-business planning review documents on
the website.

11.7.2 Focussed workshops were planned and the participants were drawn from
people known to the Council's consultation team. They were invited to attend
one of two planned community consultation events.

11.7.3The content included an explanation of the Council’s funding sources and
spending plans along with a view of how increases in council tax impact on the
Council’s budget making process. Participants were asked about which
services they use or have used. This was followed by round table facilitated
discussions about a series of questions designed to ascertain which areas of
the budget residents would rather support financially. The sessions were
closed with a vote on the questions posed.

11.7.4 A separate on-line consultation was specifically designed and promoted to
increase the number of residents, businesses, voluntary and community
groups and young people taking part. HAVCO, the Children and Young
People’s Service and Neighbourhoods were asked to promote the consultation
through their contacts where possible. An e-mail was also sent for promotion
to local traders.

11.7.5A summary of the findings and main comments are as follows:
* the presentation on the Council's budget was well received. One
participant felt that “it explained things | didn’t understand”. Feedback

about the event itself showed participants felt that the content of the
event was interesting;
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e residents were pleased to be invited to comment and take part in this
budget process and felt it was a good initiative from the Council;

e participants were interested and surprised when taken through the
presentation of how the Council was funded, especially the small
proportion of what council tax pays for;

e concern was expressed at the short-term funding issues affecting the
Council as a result of the current economic climate;

e concern was also expressed about the funding issue affecting schools,
and were positive about the local campaign to redress the perceived
unfair funding formula;

« surprise was expressed at the how much of the budget was allocated
spending on social care for adults and families, but there was some
recognition that Haringey was a ‘poor’ borough with pockets of
affluence;

¢ the main service priorities that came through in the on-line consultation
were: social care for children and vulnerable adults; education for
children and young people and housing services,

« in terms of council tax, the majority of participants said they would rather
see current levels of service maintained or improved knowing that it may
mean an increase in council tax.

11.8 Trade ynions

11.8.1 Meetings on 17 December and 11 January were held with representatives of
the trade unions to discuss the financial strategy and the pre-business plan
reviews at a high level. Written responses have been received on the detailed
proposals and these are being discussed at departmental levels where
appropriate. The key overall views expressed are set out in the following
paragraphs.

11.8.2 ‘The trades unions in Haringey are as aware as anyone that the public sector
as a whole is going to experience a period of severe financial constraint.
Inevitably, our perspective is that necessary adjustments should be made in
ways that, as far as possible, preserve jobs and retain services in the public
sector. Thus, when shared services are considered, we would prefer a sharing
between public bodies to sharing services with a private provider. We would
point to the instances where services have been outsourced and later had to
be brought back in-house’.

11.8.3‘We welcome the fact that no major cuts or redundancies are scheduled for
2010/11. Looking beyond that, we realise that the Council’s approach will have
to extend to looking at which services it provides directly, how it provides the
services it retains, and how it can share service provision with other bodies.
The possibilities that will be looked at will need to be subject to full consultation
with the unions and the implementation of decisions arising from that will need
to be negotiated. The trades unions will approach this in a positive manner but
will always give first priority to the protection of our members' interests, the
preservation of public sector service provision, and the preservation of effective
and excellent service delivery to the members of the communities in which we
work. We regard the final aim as fully compatible with the first two aims and
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this is, doubtless, something that will arise in the future discussions we wili
inevitably have. Naturally, we will share any ideas we have for constructive
savings and we take encouragement from the fact that our suggestion, made
some time ago, that the Council could save money on the cost of agency staff
has, in the past couple of years, been acted on to good effect’.

11.9 Other stakehoiders

11.9.1Views of other stakeholders have been sought and received as part of the

12

12.1

13

13.1

13.2

budget process including specifically with partners such as the Primary Care
Trust, the Mental Health Trust and voluntary organisations.

Investment options

The PBPR process has identified areas for additional general fund revenue
investment, which align with the Council’s strategic agenda. These are set out
in appendix D and are recommended for acceptance. The new proposais total
£7.8m in 2010/11. The Council’'s priorities provide the rationale for the
allocation of investment resources via the business planning process and are
set out in the appendix. The key areas for investment are as follows:

* children’s social care - provision for an increased number of looked
after children and associated staffing and legal costs;

» learning disability services — provision for additional demand including
transition of children to adults social care requirements:

* increase in investment in direct payments for children’s social care:

e additional investment in reducing the numbers of families in temporary
accommodation;

» introduction of mixed waste recycling services to 2,500 properties on
narrow roads;

* increasing volunteering through a partnership initiative, and:

* provision of credit union facilities within the borough.

Savings options

Proposed savings totalling £9.2m over the next two years were agreed as part
of the previous budget processes. In addition there is a separate savings
target of £2m for 2010/11 the final year of the Haringey Forward programme.
Overall these savings have been reviewed through the PBPR process and
either confirmed as sound and achievable or deemed as not achievable and
replaced with new items. Some savings proposals have been re-phased to
reflect a more realistic delivery profile. The changes to the pre-agreed
savings are set out in appendix E and this shows a net shortfall against the
original plans of £0.5m in 2010/11 but balanced over the three years.

A figure of £5.7m was identified as a target to bring the budget in to balance

during last year’s process. This was £2.0m in 2010/11 and £3.7m in 2011/12.
Through the PBPR process new savings options have been identified against
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agreed targets and these are included at appendix E. The appendix sets out
those new savings proposals in respect of the general fund, which are
recommended by the Cabinet for agreement, and are £2.6m in 2010/11.

There are significant budget shortfalls highlighted for 2011/12 and 2012/13 of
£10.5m and £8.2m respectively. These are based on a set of assumptions
discussed in this report and will be subject to review when the results of the
2010 spending review is completed by central government after the next
general election. As previously reported to Cabinet, the Council is adopting a
strategic approach to dealing with these budget gaps and it is proposed that
this work will follow three key strands:

« support functions review — key project to deliver efficiencies in support
functions, reduce processes and bring together common work areas to
benefit from economies of scale;

« strategic commissioning - developing a strategic commissioning
function that is able to deliver efficiencies in the market supply and carry
out effective de-commissioning, and;

e strategic service reviews — review existing service models and levels;
possibly reconfiguration, shared services, social enterprises,
externalisation, re-prioritisation, reviewing policy options and
discretionary areas of spend.

Consideration will need to be given to the business cases for these work
streams including the up front investment required to deliver such change.

Members are aware of the government's agenda to generate efficiency
savings throughout the public sector. Originally set out in the Gershon review
and more latterly in the Comprehensive Spending Review 2007 (CSRO07).
Local government was originally set a target of £4.9bn, which equates to 3% of
the net base budget and achievement of this has been taken into account in
the grant settlement as being delivered in cash. This was increased to 4% for
2010/11. Each local authority currently reports progress on efficiencies to the
government in the new national performance indicator set where one is for
value for money. In line with the government’s new initiative from last year
local authorities are required to include efficiency information directly on to
council tax bills for residents.

The Council’s ability to deliver budget savings is confirmed as a key aspect of
the response to the strategic agenda in order to re-allocate resources to
priorities and maintain essential services. The plans set out in this report
include significant identified savings which can be summarised as follows:

Budget 2010/11 2011/12 2012/13
£m % £m % £m %
General fund 7.914 3.2% | 3.497 1.4% 0.433 1.3%
DsG (excl 0.300 0.2% | 0234 0.1% | 0.000 0.0%
ISB)
HRA 1.389 15% | 2.120 2.2% { 0.000 0.0%
Total 9,603 1.9% 1 5.851 11% ] 0.433 0.1%
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The Haringey Forward programme is a key part of the overall strategy for
delivering savings. An update was recently reported to Members that showed
progress is being made broadly in line with expectations and that the £5m
savings target will be delivered. The key streams for the efficiency part of the
programme are the value for money reviews and smart
working/accommodation strategy.

The staffing implications of the savings proposals include the deletion of a
small number of posts as highlighted through the PBPR’s. All efforts will be
made to minimise the impact on permanent staff. The Council has a well
established process for managing workforce reductions, which will apply.
Redeployment, retraining, and the review of vacancies/temporary employment
will assist to minimise the impact of reductions in the staffing establishment.
The Council’s trade unions have been consulted during the budget making
process and will be involved in the implementation of proposals where staff are
affected.

Children’s services budget - dedicated schools grant (DSG)

In November 2007 the government announced a multi-year grant settlement
for the DSG covering the period 2008/09 to 2010/11. This information set out a
guaranteed unit of funding together with an estimate of pupil numbers for each
of the three years covered by the settiement to give indicative cash amounts of
grant. The headline position for Haringey in 2010/11 is an increase per pupil
of 3.9%, slightly higher than the increase of 3.5% in 2009/10. This compares
unfavourably with an average increase of 4.3% for London and England in
2010/11.

Schools are guaranteed a minimum funding increase based upon the
government's assessment of inflationary pressures, although for each of the
years covered by the muiti-year funding settlement, a 1% efficiency saving has
also assumed. The minimum funding guarantee (MFG) has been set at
2.1% per pupil in 2009/10, which is the same as last year.

The final cash amount of DSG is set by reference to the actual pupil numbers
recorded at the January census immediately prior to the financial year in
question, i.e. for 2010/11 the January 2010 pupil count. Experience has
shown that the estimated numbers produced by the Department for Children’s
Schools and Families (DCSF) can be considerably higher than the actual
numbers, therefore the authority has adopted a more prudent view of pupii
numbers for budget planning purposes.

The table below sets out the guaranteed unit of funding (GUF) per pupil, the
annual percentage increase, the government’s original estimate of pupil
numbers, actual pupil numbers, the final actual DSG for 2008/9, 2009/10 and
the authority’s estimate for 2010/11.
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Year Per pupil Increase DCSF Actual / Actual /
guaranteed over estimated | *estimated | *estimated
unit of previous pupil pupil total grant
funding year numbers numbers £m
£ %
2008/09 4,986.83 4.1 33,039 32,084 159.997
2009/10 5,160.66 3.5 33,588 31,876 164.501
2010/11 5,364.29 3.9 34,303 *31,876 *170.992

In 2008/09 final pupil numbers were marginally lower than in 2007/08, at
32,084 and in 2009/10 had slightly fallen by 0.6% to 31,876. In continuing to
adopt a conservative approach to the planning for DSG, the existing lower
actual numbers for 2009/10 have been used.

No forward projections are included for 2011/12 onwards due to the national
uncertainty around public sector funding levels for future years and the
possibility of changes to the methodology for distributing the DSG between
authorities.

The total DSG position as proposed is balanced. The School's Forum
considered a three year strategy in 2008 and this has been updated to reflect
the changes in pupil numbers set out above. The continuation of the policy
agreed at Cabinet on 18 December 2007 of allocating any residual headroom
towards AEN/ Deprivation factors within the Haringey Formula for Financing
Schools was discussed and consideration was given the use of estimated
£0.8m of headroom in 2010/11 to smooth the transition to the new single
funding formula for early year’s provision. This new formula, due to be
introduced from April 2010, was attempting to more accurately reflect funding
for actual costs across the private and voluntary sector provision as well as
through local authorities. The DCSF made an announcement in December to
allow postponement of this until April 2011. School's Forum agreed not to
become an early adopter of this formula and to extend the consultation on the
scheme.

The School’'s Forum are reviewing the impact of including private and voluntary
sector provision in the allocation of headroom through AEN and deprivation
factors, however, given the delay of the new formula and extension of the
consultation, it is recommended that the £0.8m of residual headroom is
allocated in accordance with existing policy.

Appendix F1 sets out the position on the DSG for the three year planning
period within which there is provision for resources to be retained centrally in
order to fund the following items:

» the estimated cost of inflation attributable to central budgets (£409,000);

» the need to recognise budget pressures in the provision of SEN
placements (£140,000 covering both demographic and inflationary
pressures),
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» the provision of personalised leaming services to pupils within central
provision e.g. the Pupil Referral Unit (£60,000), and;

* savings of £300,000 within the central element to be used in support of
child safeguarding services.

There is currently a consultation underway to consider a proposal to provide
additional resources for new schools, which better reflects the diseconomies
of scale during start up that they face. The outcome from this consultation will
be brought to Cabinet for consideration in due course.

The DSG is currently allocated by government on a ‘spend-plus’ basis, derived
from authorities’ spending in 2005/06 plus uplifts for inflation and ministerial
priorities. The previous DSG methodology, which underpins the 2005/06
spend, inciuded an area cost adjustment (ACA) element to estimate the
additional costs associated with high cost areas. Under this formula Haringey
was classified as an outer London authority, even though it pays its teachers
inner London allowances and displays many characteristics akin to inner
London authorities. This resuits in Haringey's DSG funding being substantially
below that of the borough’s inner London neighbours. The Department for
Children, Schools and Families (DCSF) is carrying out a review of the DSG
with the expectation of a return to formula funding in  2011/12.

Haringey has already made representations to the DCSF and Ministers for a
more equitable ACA formula to be developed and, in conjunction with the
Haringey Schools Forum, wili continue to make concerted effort to lobby for the
improvement of the formula to more accurately refiect Haringey’s costs.

From April 2010 the Council will assume responsibility for the commissioning
and funding of post 16 provision from the Learning and Skills Council (LSC).
A smali number of commissioning staff will transfer from the LSC under TUPE
regulations and, together with the costs of agreed vacant posts, will be
supported by a special purpose grant (SPG) to cover their costs. Participation
funding i.e. the resources necessary to fund organisations providing the
relevant education and training for young people, will come to the local
authority from the newly created Young Peoples Learning Agency (YPLA).
The YPLA has the funding responsibility for all those aged 16-19 and for 19-25
year olds assessed for a learning difficulty and/ or disability. 1t is their role to
support and enable local authorities to plan, allocate and fund a coherent offer
to all young peopie whilst ensuring budgetary control and to provide nationally
consistent funding and commissioning frameworks.

The participation funding will replace the finance currently received from the
LSC for school sixth forms and the Haringey Sixth Form Centre and will extend
to other post 16 providers in Haringey such as work based learners and it is
believed CONEL. Whilst the national participation rates and the relevant
funding formulae have been published there is a residual risk to post 16
institutions that the total funding available from the government to the YPLA is
insufficient to meet the total anticipated demand for post 16 courses: this
situation occurred initially in 2009/10 aithough was resolved through additionai
resources being made available by the government in that year.
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14.15 The currently published timetable provides for draft final resource allocations
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being made available at the beginning of March with finally agreed allocations
being published on the 26 March.

Housing revenue account

The housing revenue account (HRA) is a self-financing account and therefore
cannot be subsidised by the general fund, i.e. council tax. The strategy for the
HRA must therefore show sustainable resources available to provide the
service in conjunction with maintaining the working balance at a prudent level.
The income for this account is largely derived through government subsidy and
tenant rents and service charges.

The final HRA subsidy determination for 2009/10 was received on 18
December 2008 and included a two year settlement. The guideline average
rent increase was for 6.1% for both 2009/10 and 2010/11 based on inflation
price index of 5.0% at September 2008. The Council's original budget and rent
increase for 2009/10 was based on this. The DCLG issued a further
announcement in April 2009 providing an option for authorities to reduce this
rent increase and claim additional subsidy. The Council approved a revised
annual average rent increase of 2.94% at its meeting on 18 May 2009 to be
implemented with effect from 6 July 2009. In effect this resulted in a 3.97%
reduction in rent from the implementation date because of the part year effect.

The draft HRA subsidy determination for 2010/11 was received on 10
December 2009, the day after the Chancellor's pre-budget report, which is
considerably later than in previous years. The proposed rent restructuring
formula changes provide for a guideline rent increase nationally of an average
of 3.1%, but specifically for the stock in Haringey the average guideline rent
calculates at 2.6%. Therefore the subsidy received for 2010/11 is based on
the assumption that the Council can put up rents by an average of 2.6%.

In addition to this the government have also reduced the period of
convergence of rents, across the social housing sector, from 15 years to just
over 3 years. This had the impact of increasing the guideline rent higher than
the individual ‘caps and limits’, which are applied to each property (the cap is a
maximum rent for the type of property and the limit is the maximum increase in
rent in any one year). The weekly rent increase limit is based on the
September RPI (-1.4%) plus 0.5% plus £2. Therefore as the caps and limits do
not take account of the shortened convergence period the actual rent
increase is 1.3%. The impact of this against the subsidy assumption of rent
increasing by 2.6% is a shortfall in income of £1.2m in 2010/11. The DCLG
have said current policy is that this will be automatically adjusted for in 2011/12
therefore it is a one-off issue. This loss is included in the budget plans
attached at appendix G. The average rent rise equates to £0.98 per week.

A review of service charges is carried out annually as part of the budget
process. Since 2003/04 local authorities have been required to disaggregate
service charges to tenants from rent. Average costs for service charges take
account of all residents across all dwellings as opposed to leaseholders who
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are legally obliged to pay the actual costs apportioned to their individual
dwelling.

Service charges have generally risen in line with inflation although a full review
is carried out each year in order to ensure recovery of the full cost is adjusted
correctly. This budget proposes to reduce those charges by an average of
10%, which will result in an average decrease of £1.59 per week. There will be
a number of properties that use the district heating service (approx. 600) that
will receive a reduction in excess of 60% as the energy costs for this have
gone down considerably and the backdated increases are fully recovered in
2009/10.

In addition to the above and set out in detail in appendix G, the HRA medium
term financial strategy includes the following investment and savings
proposals and changes:

* new efficiency savings of £1.389m in 2010/11 have been identified by
Homes for Haringey including procurement savings, insurance premium
savings, sickness cover savings, commercial property savings and
reduced bad debt;

¢ new investment bids of £2.069m proposed for 2010/11 including £1.5m
for further one-off fire safety work improvements: the rest includes more
resources for window maintenance and ALMO client service;

¢ budget pressures of £0.385m in 2010/11 for reduced income from hostel
de-commissioning, higher business rates and reduced interest earnings;

¢ increased costs of gas boiler maintenance of circa £1m to be funded from
capital, and;

* a target for efficiency savings of £2 million remain to be identified by
Homes for Haringey in future years after 2011/12.

The draft subsidy determination for 2009/10 shows an overall increase in
respect of management and maintenance subsidy of 0.9% to £2,182.90 per
dwelling, which after taking account of a reduction in the number of properties
equates to £287k. The major repairs allowance per dwelling has increased by
4.1% to £790.28. This increases the capital funding available by £0.5m to
£12.909m in 2010/11.

The government have been carrying out a review of the HRA subsidy
system including utilising some authorities as pilots. The DCLG were trying to
encourage local authorities to agree on a way forward following the results of
the review, but there seems to be considerable disagreement with the proposal
to re-allocate housing debt across the sector in order to settle on an equitable
position. It is likely that any permanent changes to the system will not be
implemented until after the next spending review.

The current approved HRA budget position in 2009/10 is set out in the table
below, together with the proposed changes to give an overall position for the
HRA. This table is shown in more detail in appendix G. The target level of
balances for the HRA is £5m and this is broadly achieved over the three year
planning period. The planned opening balance for 2009/10 of £5.255m has
been revised to £7.248m arising from the surplus in the 2008/09 accounts.
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£000 2009/10 | 2010/11  2011/12 | 2012/13
Planned opening (7,248) | (7,438) (4,567) (5,360)
balance

In year budget (607) 2,871 (793) (640)
Forecast revenue (643)

position 2009/10

Proposed use of 1,060

balances in 2009/10 *

Proposed closing (7,438)  (4,567)| (5,360) (6,000)
balance

* fire safety work, window maintenance and community centre refurbishment
Capital programme

A capital programme has been developed, driven by the Council’s agreed
policy framework for capital expenditure, the approved capital strategy and
underpinned by asset management plans across the Council. The overall
proposed programme is attached at appendix J.

The existing resource allocation strategy adopted by the Executive on 21
October 2003 uses the Community Strategy and Council’s Corporate Plan as
its framework for determining priorities and is delivered through the Council’s
business planning process. This is updated and attached at appendix |.

The main resources for capital expenditure are provided through borrowing
approvals i.e. supported capital expenditure (revenue) known as SCE (R); and
through grant, mainly supported capital expenditure (capital) or SCE (C). Both
forms of funding can be ring-fenced by the government. Corporate resources
comprise non-housing and education borrowing limits, non-ring-fenced grant
and all capital receipts.
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16.4 The estimated resources available for capital investment are set out in the
table below over the next three years. The estimates for the investment for

decent homes and BSF are shown separately.

Total
Capital Programme - Resources Utilisation Original 2010/11-
Estimates 2009/10* | 2010/11 2011712 | 201213 2012113
£000 £'000 £000 £'000 £'000
Housing (HRA)
SCE® Single Capital Pot 6,233 6,233 6,233 0 12,466
SCE® Separate Programme (Decent Homes) 30,000 33,500 44,000 41,589 | 119,089
Major Repairs Allowance (MRA) 12,407 12,909 12,909 12,909 38,727
48,640 52,642 63,142 54,498 | 170,282
Children & Young People's Services
BSF {SCE®, SCE® & other finance) 98 822 48,632 11,792 667 61,091
Other SCE® {exciuding BSF) 5,253 100 9,560 9,483 19,143
Other SCE® (excluding BSF) 12,417 18,876 12,138 13,281 44,295
Other Grants & Contributions 1,274 200 374 3,326 3,900
117,766 67,808 33,864 26,757 128,429
Urban Environment )
TiL Capital Grant (Local impiementation Plan) 3,815 4,203 4,203 4,203 12,609
5,365 4,203 4,203 4,203 12,609
ACCS
Other Grants & Contributions & Reserves 0 600 0 0 600
Government Grants and GLA 749 1,352 0 0 1,352
749 1,952 0 0 1,952
Corporate Resources {corporately applied)
SCE® 100 104 100 100 304
Capital Receipts - Bids for Corporate Resources 9,837 2,020 6,782 7,327 16,129
Capital Receipts - Accommodation Strategy 0 3,500 7,641 8,150 19,291
9,937 5,624 14,523 15,577 35,724
Other Grants & Contributions & Reserves 14,676 6,557 oy 0 6,557
Unsuppotrted Borrowing 3,422 9,812 8,000 0 17,812
Total Capital Programme 199,005 | 148,598 123,732 101,035 | 373,365

16.5 The strategic context for housing is the investment gap to deliver against the
decent homes target. Homes for Haringey successfully achieved two stars in
the inspection in 2008 and the DCLG subsequently announced the release of

decent homes funding.

Originally only the amounts up to and including

2009/10 were confirmed with the funding in latter years being noted as
indicative. A further letter was received on 21 December 2009 confirming the
funding for 2010/11 in line with the original allocation. The Council has also
benefited from some brought forward funding from the DCLG allowing works to
be carried out earlier than planned. The total funding for the programme still
stands at £198.579m as set out in the following table.
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Year Original B/fwd Brwd Revised
allocation allocation allocation allocation
2008/09 2009/10

£m £m £m £fm
2007/08 6.990 6.990
2008/09 23.000 5.000 28.000
2009/10 30.000 (5.000) 6.500 31.500
2010/11 40.000 (6.500) 33.500
2011/12* 44.000 44.000
2012/13* 41.589 41.589
2013/14* 13.000 13.000

198.579 0 0 198.579 |
*indicative

The procurement framework agreements were set up in advance of the
notification of funding aliocations and have been effective in delivering the
improvements to homes within budget. This is has helped to secure brought
forward funding from DCLG as shown above. It is expected that in the current
climate that improvements to the vaiue for money of the current contractors
can be secured to enable either earlier completion of decent homes work or
additional improvement works in line with the higher Haringey standard. This
will be considered by Members in due course.

Works to leaseholder properties are above the funding figures set out above.
These will be funded by ieaseholder contributions in accordance with the policy
recently approved by Cabinet on 15 July 2008 in respect of major works
charging arrangements. This may require some temporary financing by the
Council the revenue impact of which will be met by the HRA.

The other elements of the housing capital programme include a continued high
levei of investment for aids and adaptations for Council properties, lift
improvements and increased boiler replacements. The programme for housing
also includes a higher proportion of works on planned and preventative
maintenance works than in recent years. The subsidy determination inciudes
an increase in the major repairs allowance of £0.502 to £12.909m, which will
fund most of the increased investment in boiler replacement.

For children and young people’s services, the key strategic issues are in
respect of the Building Schools for Future (BSF) programme (including the
new 6" form centre) and the primary capital programme. A total of £214m is
pianned to be spent on BSF (made up of £188m of mainstream central
government resources including £10m from the Learning Skills Council
contributing towards the cost of the new 6" form centre, schools contributions
towards the ICT contract, a specific capital receipt of £2m and revenue
contributions from the DSG).

The new 6" form centre has already been successfully delivered, on time and
on budget, as an early part of the BSF programme. 2010/11 will see the
majority of the rest of the works in the secondary school estate undertaken,
with a total of 9 projects reaching completion during the year. Alongside the
investment in buildings, investment in refreshed ICT under the fully operationai
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managed service contract will be completed for those sites and handed over.
Phase 1 of Heartlands High School will also be completed during the first half
of the year, allowing the school to open for the year 7 intake in September
2010. Work on Phase 2 will continue through to completion the following year.

The government plans to invest differently in the primary estate under the new
Primary Capital Programme (PCP) and investment will be guided at a local
level by the development of a Primary Strategy for Change (PSfC). The
DCSF approved the Council's PSfC 'with modifications’ last year with £12
million of resources granted. A successful bid for an additional grant of £8.57
million was recently approved too on the basis of known increases in demand
for primary places.

The PSfC demonstrates a joined up approach to capital investment and follows
on from the recent report to Cabinet in September 2008, which along with
priorities in the Education Asset Management Plan (AMP) agreed to target
resources for provision of additional primary places. It is proposed the main
elements of the additional resources will be used to support:

e contribute towards the inclusive learning campus at Broadwater Farm;

» the expansion of Rhodes Avenue and Coleridge schools, and;

« additional provision for the Tottenham Hale area.

The new funding will also release some primary capital funds previously
diverted to support pupil place pressures to undertake condition and suitability
works at other schools. A programme of condition surveys and feasibility
studies undertaken in 2009/10 will inform the scoping of further phases of the
primary capital investment strategy.

In relation to Early Years provision, the Children’s Centre Phase 3 programme
will be largely completed during 2010/11, with major investment projects taking
place at Highgate Children's Centre and Rokesley Infant School. The
distribution of Early Years quality and access grant support to enhance the
quality of provision in the private, voluntary and independent sector for early
years will continue.

In the area of children’s social care, borrowing approvals have been granted
to support adaptations at carer homes to ensure they are suitably adapted to
accommodate children’s needs, including special needs as appropriate, and to
make a wider variety of local options available for the care of vulnerable,
special needs and other looked after children.

The requirements for streetscene were set out in the Local Implementation
Plan, which was agreed by Cabinet on 8 September 2009 and submitted to the
Mayor as a bid. A letter from Transport for London (TfL) on 11 December
confirmed the grant approval of £4.203m. The grant approval is an increase of
£420k (11%) against the funding received in 2009/10. The overall funding for
London reduced by 8%. The successful bid addresses a number of local and
mayoral priorities, such as; Wood Green High Road shared spaces and
simplified streets, provision for cycling, improvements to walking and the
reduction of road traffic accidents. A general sum of £100k has been allocated
to all boroughs to be spent on the transport priorities of their choice.
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The regeneration strategy is supported by Growth Area Funding (GAF) and
Community Infrastructure Funding from the government. The Council has
been successful in securing significant capital resources through the above
and through developer contributions in a joint approach with TfL. and the LDA
for improvements to the Tottenham Hale gyratory. A recent reduction of £1.5m
in the GAF resource diverted to new house building will require some work to
bridge this gap.

The utilisation of corporate resources for capital investment has been
considered through the pre-business plan reviews. The process for appraising
bids for corporate resources include how investments support the community
strategy priorities and the asset management plans. The proposed schemes,
attached in detail at appendix H will give an overall utilisation of corporate
resources as follows:

2010/11 | 2011/12 | 2012/13 Total
£000 £000 £000 £000

Estimated resources (8,824) (7,100) (7,496) | (23,420)
available
Proposed 9,107 6,882 7,427 23,416
expenditure
In year 283 (218) (69) (4)
(surplus)/deficit

The position for capital receipts is very difficult in the current economic
conditions. Forecasts for 2009/10 are that there is a likely shortfall against the
original target and the predictions for the near future do not look particularly
encouraging. It is likely that the Council's strategic sites will achieve better
value in the next two or three years and this is built into the forecast. The
estimated position includes:

e right to buy receipts of £0.45m over three years, down from £2.25m
previously;

» strategic sites to deliver £22.5m including Hornsey depot;

s other receipts resulting from the accommodation strategy and other
projects where the receipts have been previously agreed by Cabinet to
ring-fence to these projects.

In overall terms it is proposed that temporary horrowing of £6m is carried out
to fund a smaller programme in the first two years and this to be repaid in year
three when the strategic site receipts are realised. Revenue funding costs for
this are proposed in this budget.

The commitment to the proposed programme of investment relies on achieving
these disposals at the required values and any significant variation to this may
require a review of the spending commitments at the appropriate time. It is
proposed the shortfalls in the first year shown in the table above of £0.3m
through the financing reserve.

27 of 38



16.22

16.23

16.24

16.25

16.26

Page 48

In September 2009 Cabinet approved to investigate the use of a local asset
backed vehicle as a way of levering in external resources for the purposes of
regeneration and housing investment. This approach is likely to be supported
by the Home and Communities Agency (HCA). The feasibility will need to
include a review of assets already ear-marked for disposal as well as other
existing assets that may benefit from such a proposal. The funding of the
existing capital programme could need to be re-balanced as a result of this.

The capital investment package delivered from corporate resources as
proposed will contribute significantly to the Council’s priorities. The process
for proposing these investments has considered the respective asset
management plans as well as the improved service outcomes. A number of
projects are also providing match funding to lever in significantly more external
funding, subject to those external processes. In addition, significant capital
expenditure will have regard to the Council sustainable procurement policy
agreed in 2008. The priorities supported most by this programme are:

Better Haringey: cleaner, greener and safer
» continued investment in street lighting;
* investment in the borough’s roads and footways;
* continued investment in road safety measures;
* additional investment in parks and open spaces.

Encouraging well-being
+ additional investment in outdoor sports facilities;
e continued investment in leisure centres,

Promoting independent living
* continued investment in aids and adaptations to allow vulnerable adults
and children to stay at home.

One of London’s greenest boroughs
+ continuation of the tree planting programme.

Although there are significantly less resources available the programme that is
recommended provides a balanced approach to investment and achievement
of the Council’s priorities.

The recommended capital budget for IT investment is in relation to service
identified improvements and upgrades for which business cases will require
authorisation before progression. T infrastructure renewal will be dealt with as
part of the revised IT strategy and will include separate funding proposals.

There is an assumption of a small amount of prudential borrowing in the
proposed programme. This is mainly in respect of the previously approved
scheme for investment in Leisure facilities where the borrowing costs are offset
by additional income or expenditure savings and the scheme for Alexandra
Palace and the renewal of the ice rink. Investment options in other schemes
that rely heavily on increasing income through fees and charges have been
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withheld at this time (e.g. cemeteries) and will be the subject of further review
in due course. In all cases any proposals need to meet the approved Council's
policy on passing the affordability test where the cost of borrowing is being met
by additional revenue income and or expenditure savings.

Treasury management strategy

The Council is required to consider an annual Treasury Management Strategy
under the CIPFA Code of Practice on Treasury Management, which was
adopted by the Council in May 2002. CIPFA has recently issued a revised
Code of Practice in response to the turmoil in financial markets which was
caused by the 'Credit Crunch'. The Council’s revised Treasury Management
Strategy Statement (TMSS) attached as Appendix K to this report contains a
number of amendments principally concerning scrutiny and reporting
requirements.

The revised TMSS was considered and approved by General Purposes
Committee on 12 January 2010 as part of a new wider process before going
on to Council for full approval as part of the final overall budget report. An
additional recommendation was made at that meeting to review the use of
smaller UK building societies for possible inclusion on the lending list later in
the year. The revised TMSS is attached for consideration and approval.

The Revised CIPFA Code of Practice on Treasury Management 2009

There are a number of changes within the new code which are concerned
principally with the status of the code within the public sector and reporting and
scrutiny requirements as follows:

Standing Orders

CIPFA recommends that local authorities adopt, as part of their standing
orders/ financial regulations, that the Council will create and maintain, as the
cornerstones for effective treasury management;

» atreasury management policy statement, stating the policies, objectives
and approach to risk management of its treasury management activities;

» suitable treasury management practices (TMP), setting out the manner
in which the Council will seek to achieve those policies and objectives,
and prescribing how it will manage and control those activities;

» the content of the policy statement and TMP will follow the
recommendation contained in Sections 6 and 7 of the Code, subject
only to amendment where necessary to reflect the particular
circumstances of this Council. Such amendments will not result in the
organisation materially deviating from the Code's key principles.

17.4.1.  The Council will receive reports on its treasury management policies,

practices and activities, including, as a minimum, an annual strategy and
plan in advance of the year, a mid-year review and an annual report after
its close, in the form prescribed in its TMP.

29 of 38



Page 50

17.4.2. The Council delegates responsibility for the implementation and regular
monitoring of its treasury management policies and practices to the
General Purposes Committee, and for the execution and administration of
treasury management decisions to the Chief Financial Officer, who will act
in accordance with the organisation’s policy statement and TMP and, if
he/she is a CIPFA member, CIPFA’s Standard of Professional Practice on
Treasury Management.

17.4.3. The Council nominates the Audit Committee to be responsible for ensuring
effective scrutiny of the treasury management strategy and policies.

17.5. The effect of adopting the above clauses will lead to the following changes to
the current reporting arrangements.

17.6. The Council in addition to agreeing the TMSS and receiving an annual report
following closure of the accounts, it is now a requirement of the Code that a
mid year review of treasury management operations be submitted for
consideration.

17.7. The General Purposes Committee will continue to receive quarterly reports
on the implementation and regular monitoring of the treasury management
policies and practices. In addition, it will now formulate the TMSS prior to its
scrutiny by the Audit Committee and subsequent adoption by the Council.

17.8. The Audit Committee will assume responsibility for ensuring effective
scrutiny of the TMSS prior to its consideration by the Council.

17.9. The Local Government Act 2003 also requires the Council to have regard to
the Prudential Code and to set Prudential Indicators for the next three years to
ensure that the Council’s capital investment plans are affordable, prudent and
sustainable.

17.10. The Local Government Act 2003 and the CIPFA Prudential Code introduced a
new prudential system for local authority capital finance and came into effect
on 1 April 2004. The key objectives of the code are to ensure:

s capital investment plans are affordable, prudent and sustainable;

* treasury management decisions are taken in accordance with good
professional practice;

« fulfilment of the above objectives by setting out prudential indicators that
must be set and monitored.

17.11. In line with the suggestion in the ODPM investment guidance, the Treasury
Strategy Statement and Annual Investment Strategy have been combined into
one document. This is set out in full in Appendix K and includes the proposed
prudential indicators for 20010/11 to 2012/13. The strategy is based upon the
Council’s officer views on interest rates, supplemented with leading market
forecasts provided by the Council’'s external treasury advisor, Arlingclose.

The strategy covers:

* background information on the treasury management operation;
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the balance sheet and treasury position:

the outlook for interest rates;

borrowing requirement and strategy;

investment policy and strategy;

balanced budget requirements;

the 2010/11 minimum revenue provision (MRP) statement:
reporting, and;

other items.

Capital Financing

The proposed authorised limits for external debt in 20010/11 to 2012/13 are
consistent with the authority’s current commitments, existing plans and the
proposals in this budget report for capital expenditure and financing, and with
its approved treasury management policy statement and practices. They are
based on the estimate of the most likely forecast position, but with sufficient
headroom over and above this to allow for operational cash flow management.

In the Council’s 2010/11 to 2012/13 budget plans the capital programme is
mainly based on the amount of supported borrowing and grant from central
government and a projection of potential capital receipts. There is an
assumption of a small amount of prudential borrowing in the proposed
programme that will be funded within available resources. There is no
increase in Council Tax or housing rent to fund a higher level of expenditure
above the level of resources available.

The capital financing requirement (CFR) is planned to increase in 2010/11 by
£42m as a consequence of the proposed capital programme. The net
borrowing will be funded within the resources available.

The increase is substantially because of the continuing additional supported
investment in respect of Decent Homes, which could potentially release
£199m from central government to be financed by supported borrowing. £67m
of these resources are forecast to be spent by the end of 2009/10, with the
remaining £132m phased over the period 2010/11 to 2013/14. The impact of
supported borrowing in revenue terms will be in the housing revenue account.
The cost of borrowing should be met by actual govermnment support through
housing subsidy although this will be kept under close review.

For Children and Young Peaple’s services, the key strategic issues are in
respect of the Building Schools for the Future (BSF) programme and the
primary capital programme. A total of £214m is now planned to be spent on
BSF made up substantially of mainstream central government grant plus a
specific capital receipt and revenue contributions from the DSG.

A successful bid to the DCSF for an additional grant allocation of £8.57 million
to support the provision of new primary school places will support the
Council’s existing expansion projects at Rhodes Avenue and Coleridge
schoals, and enable a full funding package to be constructed for the proposed
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new primary school in Tottenham Hale. A contingency will be maintained to
meet any exceptional demand in 2010 and 2011.

The new funding will also release some primary capital funds previously
diverted to support pupil place pressures to undertake condition and suitability
works at other schools. A programme of condition surveys and feasibility
studies undertaken in 2009-10 will inform the scoping of further phases of the
primary capital investment strategy.

Investment Policy and Strategy

The annual investment policy forms part of the TMSS in the appendix. There
are some changes proposed and to be considered which reflect the signs of
improvement seen in the financial sector post the ‘credit crunch’.

At present, investments in banks and building societies (on a term, at call or
on a certificate of deposit basis) are limited to UK banks and building societies
that have a minimum AA- long-term credit rating and F1+ short-term rating
and are participants in the UK Government's Credit Guarantee Scheme. This
currently limits activity to seven UK institutions all of which have maximum
investment limits of £20m at group level and term durations of a maximum of
12 months.

Following an improvement in market conditions in the financial sector, the
Council's treasury advisors, Arlingclose, are presently recommending that in
order to diversify the counterparty list, the use of comparable non-UK banks
should now be considered for investment.

The sovereign states whose banks are recommended for inclusion are
Australia, Canada, Finland, France, Germany, Netherlands, Spain,
Switzerland and the US. The banks selected by Arlingclose have been
considered after analysis and careful monitoring of:

credit ratings (minimum long-term AA- ),

credit default swaps;

gross domestic product (GDP) and net debt as a percentage of GDP;
sovereign support mechanism/potential support from a well resourced
parent institution, and,;

e share price.

Arlingclose has taken into account information on corporate developments
and market sentiment towards the counterparties. However, given that these
recommendations have only very recently been provided to the Council,
officers have not had the opportunity to undertake due diligence into these
institutions and consequently are unable to recommend that any of these
proposed institutions be added to the counterparty list at present.

It is anticipated that in-house due diligence will be completed by April 2010,
and that subject to a satisfactory outcome to this process, some or all of the
potential counterparties be added, potentially on the following cautionary
bases:
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s minimum credit rating AA Long-term F1+ Short Term. This compares to
the existing UK Institutions where the Council currently requires a long-
term credit rating of a minimum of AA-, and;

e maximum exposure to any one institution {or group) of £10m. This
compares with the existing UK counterparty limit of £20m per institution

{or group).

17.25. At present, the Council has approved investment limits of up to £10m in

Money Market Funds with a maximum exposure limit to any one fund of £5m.
In accordance with his delegated authority, the Chief Financial Officer, in
consultation and with the agreement of the General Purposes Committee, has
recently appointed three firms of Money Market Fund managers. These funds
have proved particularly useful in the management of the treasury operation in
terms of security (short-term high quality paper and deposits), liquidity
(immediate recall of cash), thereby reducing external borrowing on a number
of occasions, and yield (typically 20 basis points higher than placements with
the DMQ). It is recommended, therefore, that the maximum total investment in
Money Market Funds be increased from £10m to £45m subject to a maximum
exposure to any one fund of £15m.

Icelandic Investments

17.26. The administration process for the Icelandic banks in which Council deposits

17.27.

are held is continuing. Itis now reported that two interim payments have been
received in respect of Heritable Bank amounting to £5,726,195.44 (equivalent
to circa 29p in the pound of the deposits with that bank). The position with
investments in respect of those held in Glitnir Bank has changed in that the
Glitnir Winding Up Board recently decided not to allow priority status to local
authorities’ deposit claims. A formal legal objection to this decision has been
filed. The Council has £2m of deposits in Glitnir. Further information will be
provided to Cabinet once the position is clearer. The position in relation to
Landsbanki Bank remains unchanged.

The government has issued a regulation to allow authorities to defer
accounting for the net loss until 2010/11. The latest estimate of the
impairment to be charged to the Council's accounts assumes an estimated
recovery of 80.6% of the total capital sum invested in all Council Icelandic
investments. This amounts to £7.1m and will need to be written off in
2010/11. This can be funded from the capital redemption reserve of £10m.
The Council has, however, accounted for interest not received in relation to
these investments in 2008/09.

17.28. The DCLG has recently advised that Authorities can request permission to

capitalise the losses that may result from the Icelandic investments by mid-
December. The Council has applied for permission to capitalise the costs
which would mean that the loss could be financed over a period of up to 20
years from 2009/10. A decision is expected on 29 January.
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Council tax

The planning assumption following the conclusion of the 2009/10 process was
that the council tax would increase by 3% in 2010/11 and each vyear
thereafter. This is within the majority group Manifesto commitment of council
tax increases not being more than 3%. Members will be aware that Ministers
wish to see council tax increases of ‘below last year's average of 3%’ as stated
with the announcement of the draft revenue support grant settlement.

Ministers made use of capping powers in respect of the budget decisions of a
number of authorities for 2009/10. The powers are framed in terms of both tax
and budget increases and can take account of a number of years. The specific
criteria for application of capping powers is within Minister's discretion and the
Minister has written to all authorities reiterating his willingness to use these
powers again this year if necessary.

The position with regard to the Council’s tax base for 2010/11 has been
considered and approved by the Chief Financial Officer in consultation with the
Cabinet Member for Resources under delegated authority on 13 January 2010.
This is broadly in line with the government return and shows a slight increase
in the base of 0.23%. It was agreed that the collection rate remains
unchanged at 96%. In respect of the position on the collection fund it is
considered that any projected surplus or deficit at this stage is not significant
enough to impact on the levels of council tax.

Appendix A to this report shows a general fund budget requirement
generated by the various factors set out in this report and the Cabinet’s budget
package at £416.587m. The final budget requirement is subject to:

o changes in resources arising from the finalisation of the local government
finance settlement;

s the determination of funding requirements by the various precepting and
levying authorities.

The council tax for 2010/11 will be set formally by Council on 22 February.

The proposed budget for 2010/11 assumes a council tax freeze. The
financial strategy continues to assume 3% in future years although this will be
reviewed again next year with the new administration.

The Council’s current plans usually assume that any increase in the GLA
precept will be passported through to taxpayers. The Mayor is consulting on a
nil increase in the precept for 2010/11, which would give an overall increase of
0.0%. The GLA base precept includes £20 at band D from 2006/07 for 10
years to contribute towards the 2012 Qlympics. This has increased to £21.47
up until 2009/10 and there is no further addition to this in 2010/11.
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Key risk factors

The management of risk is a key part of the Council’s business and budget
planning processes and is fully reflected in the pre-business plan reviews. The
risk management strategy together with the cascading risk registers are
reviewed on a regular basis and the budget management process linked to
performance and people management needs to remain challenging and robust
in order to be able respond effectively to any issues that arise. The
consideration of the financial impact of risks is a key part of the budget setting
process and the consideration of reserves are an important part of setting out
how well the Council can deal with risk issues as they arise.

The Council's financial reserves are a key determinant of financial strength
and standing. Our reserves position remains strong, continuing to attract a
good assessment by our external auditors. This financial strength plays a vital
part in enabling the Council to respond vigorously to the strategic and
performance agendas whilst managing the financial risks inherent in the
operation of a large and compiex organisation without immediate disruption to
services or future plans. The current policy and plans allow for general
balances to be maintained at the target level of £10m over the period and there
is a separate risk reserve of £10m. Formal reporting on the adequacy of
reserves, as part of the Chief Financial Officer’s statutory duty, will be done as
part of the final tax setting report to Council on 22 February 2010.

The most significant financial risk factors are:

» the implementation of the Joint Area Review action plan and increases in
demand for children’s social care services have been allowed for in this
budget process, however, it is a service that will be kept under continual
review to ensure that the Council achieves the quality improvements and
outcomes in this area and that resource and risk issues are managed
effectively. The service will be the subject of an Ofsted progress review
early in 2010;

¢ managing the demand for adult social care is a challenge and current
budget plans already include growth for increasing volumes. It is planned
to review the current arrangements for commissioning strategies in the near
future including the joint arrangements with our partners in the health
service. This combined with the transformation agenda towards more
choice and personalisation and the new policy of free personal care means
that there could be significant flexibility required as these changes come
into effect;

» the position in respect of the costs of people living in temporary
accommodation is clearly a significant risk with the subsidy rules changing
in April 2010. This issue has been reported to Members regularly and
indeed Cabinet approved £2.2m of additionai investment in 2009/10 to
provide resources to meet the demanding reduction targets, particularly in
‘'emergency accommodation’. The high number of clients is reducing
although not necessarily at the pace required to achieve a neutral cost
impact for 2010/11. A number of changes have been made to the strategy
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in targeting the higher cost properties that may have an effect during the
last quarter of this year. To mitigate the financial impact if this not being
fuily achieved by April 2010 previous year's underspends on this service
have been set aside in an earmarked reserve. This will be monitored
closely and will be reported to Members in due course;

waste disposal costs are budgeted to increase over the next three years in
line with NLWA projections including known tax increases. The plans for
the major procurement to secure new long term recycling and
environmentally sound disposal faciites are underway with a re-
submission of the outline business case for PFi recently sent in to DEFRA.
As reported to Cabinet this will have significant cost implications for all of
the member boroughs within the next decade. The sign off on affordability
was given by Cabinet in October 2008 and these increases are included in
the financial plans attached. If the PFi scheme does not go forward then
this will need to be re-appraised. There are also immediate risks as the
balance of costs favours moves towards those with better recycling
performance and that the costs of the long term procurement needs to be
contained within the existing plans;

the budget position for employer's contributions to the pension fund in this
planning period is based on the triennial actuarial review from March 2007.
No additional contributions were included in this period. The latest interim
review dated March 2009 showed the Council as not being on target with
its recovery plan although investment returns are subject to considerabie
volatility given the situation in financial markets in recent times. A provision
has been added in these plans for future years after the next triennial
review for March 2010. This will need to be reviewed once this is published
later this year and after the investment strategy is also re-assessed;

the economic downturn and recession may continue to impact on the
Council in a number of ways. This may be in the form of continued higher
demand for Council services, such as experienced for housing and council
tax benefits; or reductions in revenue income for demand led services, such
as building control or leisure services. If service departments are unable to
manage these pressures within their existing resources then they may call
on the general contingency that has been set aside in the base budget. If
this is not sufficient then this could be supplemented on a temporary basis
by using reserves if necessary;

there is a significant level of planned savings that underpin the medium
term financial strategy, the delivery of which will need to be specifically
monitored through the budget management process and through the
existing risk management strategy and project management framework.
The project management framework will also be used to deliver the
Haringey Forward programme. The target £5m budget savings from
2008/09 to 2010/11 continues to be managed closely through this project
governance arrangements. The new approach to deliver savings for
2011/12 and beyond will aiso require clear capacity to implement and close
governance to manage effectively. Additional up-front resources will almost
certainly be required and some of this may need to come from reserves;
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the position on revenue support grant and other specific grants for 2011/12
onwards is uncertain. The medium term financial strategy in this report is
based on a number of prudent assumptions. The position should become
clearer after the general election this year and after the government publish
the next detailed public spending review for 2010. It is possible that the
reductions in grant funding could be more severe than currently estimated;

the long term future of Alexandra Palace will be the subject of further
consideration and consequently the Council's financial support to the
Charity. A number of items have been considered as part of this budget
process in respect of this. The underlying revenue deficit is now in the
order of £2m per annum and this isn't likely to improve without further
significant changes or investment:

local land charges are under scrutiny in terms of legality of charges and
the Local Government Association are conducting some national review
work; this may impact on future income levels although a number of budget
reductions have been agreed in recent years due to a fall in volumes;

an adjustment in the budget process has been made for reduced interest
earnings and therefore this risk should be manageable in the near future.
Other issues may impact on this and the capital financing budget; one-off
issues such as the Iceland deposit recovery being lower than expected or
ongoing issues such as the impact of the HRA review and the possible re-
allocation of local authority debt;

the implementation of the new International Financial Reporting
Standards includes several mandatory changes to accounting procedures.
These will impact the way in which certain costs and charges are treated
and this could affect the Council’s net revenue expenditure. This is a
national issue for all local authorities and government consultation is
underway for regulations to be issued to minimise the risk of this being a
charge to the council tax payer or council tenant:

the deteriorating position on capital receipts has been reflected in the
financial plans. The property market conditions are not showing particular
signs of recovery. A number of assets earmarked for disposal in later years
will need to be delivered to ensure the planned temporary borrowing is
repaid in the agreed timescales;

the delivery of Decent Homes is progressing well and the overall level of
resources for 2010/11 is line with the original plans, however there is a risk
that the housing capital funding for 2011/12 could be severely restricted.
The Decent Homes funding is only confirmed until 2010/11 leaving a further
£99m still to be approved and furthermore the routing housing capital credit
approvals are due to end in 2010 after Decent Homes is delivered.
Currently the plans assume the £6.2m of supported borrowing continues to
2011/12;
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¢ the HRA medium-term strategy requires further significant revenue savings
to be delivered for 2011/12. At the same time the service will undergo a re-
inspection and will be required to maintain the two star score in the next
assessment if it is going to continue to benefit from the Decent Homes
funding;

¢ the BSF programme is entering a critical phase with all of the contractors
prices for construction having now been agreed through the procurement
process. Contingency has been set aside within the BSF programme to
allow for variations that arise in the delivery of these projects although
current indications are that projects are progressing well without the need
to call on this so far. Risks will require careful management through the
existing governance process and unused contingency can be carefully
released in a timely manner in order to ensure all resources are fully
utilised to achieve the overall educational priorities and vision.

Summary and conclusions

This report sets out the Cabinet's general fund budget proposals for 2010/11
and the plans for the subsequent two years. The budget is balanced for
2010/11 with plans for significant levels of savings proposals, the draft grant
settlement position and a coundil tax freeze.

The plan for the HRA is balanced within the ringfenced resources available and
an average rent increase of 1.3%.

The DSG financial plans, as agreed with the School's Forum, provides an
overall balanced position and allocation of £0.8m of headroom resources in
line with previously agreed policy.

A reduced capital programme is proposed in line with asset management plans
and the existing policy framework for resource allocation.

Equalities implications

Equalities implications are considered through the business planning process
and are a specific consideration within the pre-business plan reviews. A
detailed equalities impact assessment has been carried out on the final
recommended budget package and the issues and mitigating actions will be
incorporated in the final individual detailed business plans for April 2010.

Comments of the Head of Legal Services
The Head of Legal Services confirms that this financial planning report is part

of the budget strategy and fulfils the Council's statutory requirements in relation
to the budget.
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Gross Budget Trail

Budget brought forward

Changes and variations

Inflation

Changes agreed in previous years budget process
Changes and variations reported previously

Changes and variations in this report (see appendix b)

Inyestments

Up t© 2008/09 process

2009/10 process

Investments in 2010/11 process
l.ess investment fund provision

Savings
Up to 2008/09 process

2009/10 process
Savings in 2010/11 process
Less target savings

Dedicated schools grant (DSG)

Passporting of DSG
Prior year adjustment for actual pupil numbers

Balances

Contribution to / (from) balances 2007/08 process
Contribution to / {from} balances 2008/09 process
Contribution to / {from) balances 2009/10 process

Gross Council budget requirement
Less dedicated schools grant (specific grant)
Net Council budget requirement

Funding
Council tax (see below)
Government revenue support grant & redistributed NNDR

Resource shortfall/(excess)

Council tax

Council tax (LBH)

Council tax base (after provision for non-recovery)
Precept

Rate of council tax increase (Haringey element)
GLA rate of council tax increase

Combined council tax increase

£ per week increase (Haringey element)

Appendix A

2010/11 2011/12 2012/13
£'000 £000 £'000
408,833 416,587 423,300
7.310 8,900 9,300
4,850 3,759
{3,000} 2,900 3,900
(4,378) 700 (2,700)
570 (300) 0
129 54 0
7.919 (392) (203)
{3,200}
5,418 (638) (203)
(6,467)
(1,316) (7,130}
(2,131} (89) (433)
2,000 3,722
(7.914) (3,497) (433)
6,491 5,130 5,284
{1,074}
5,417 5,130 5,284
(2,645)
696
2,000
416,587 433,841 438,448
(170,992) (176,122) (181,408)
245,595 257,719 257,042
100,970 103,999 107,119
144,625 143179 141,747
245,595 247 178 248 866
0 10,541 8,178
£ £ £
1,184.32 1,219.85 1,256.44
85,256 85,256 85,256
100,970,386 103,999,532 107,119,049
0.0% 3.0% 3.0%
0.0% n/a nia
0.0% n/a n/a
£0.00 £0.68 £0.70
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Resource Shortfall Tracker

Position at end of 2009/10 process

Update for 2010/11 process

- inflation

- assumed formuia grant increase at current 1.5%
- assumed increase in council tax at 3%

Changes and variations previously reported

- pensicn fund empioyers contribution

- estimated formuta grant reductions - 1% below 2010/11
- NLWA - waste disposal

- new investment fund

- reduced pay award inflation 2009/10

- reduced pay award inflation 2010/11

- capital financing planned SCE [R]

Council Tax
Praposed freeze on council tax {previously assumed 3%)

Position as at 17 November 2009

Changes and variations now reperied

- single status estimated additional cost

- concessionary fares reduction in London grant

- temporary borrowing for capital programme

- carben reduction commitment trading cost

- employer's Ni further 0.5% increase

- reduced interest earnings

- net cost of free personal social care

- improved energy contract prices

- reduced pay award infiation for 2014/12 and 2012/13
- reduced general inflation provision

- insurance conseriium contract savings

- reduced waste disposal costs at NLWA in 2010/11
- use of LABGI

- pari release of general contingency

Investments

Changes to pre-agreed investments
Proposed new investments and growth
Less growth provisions aiready assumed:
- children’s services - safeguarding

Savings

Changes to pre-agreed savings
Proposed new savings

Less previously assumed target savings

Council Tax
Increase in the fax base

Position as at 26 January 2010

Appendix B
201011 2011712 2012M3 Total
£000 £'000 £000 £000
0 0 0 0
9,300 9,300
{2,202) {2,202)
(3,206) {3,206)
0 0 3,892 3,892
500 1,500 2,000
3,616 3,634 7,250
1,000 1,000 2,000
1,000 1,000 2,000
{1,500) (1,500)
(1,500) (1,500)
400 400 800
{3,000) 6,516 7,534 11,050
3,022 91 93 3,206
22 6,607 11,519 18,148
820 820
1,050 1,050
120 120
500 500
700 700
800 800
250 250 500
{1,600) {1,600)
(1,550) (1,600) {3,150)
(1,100) {1,100 (1,100} {3,300)
{500) (500)
(1,900) 1,900 0
(1,278) (1,278)
(1,040) (1,040
(4,378) 700 (2,700) (6,378)
150 (150) (60) (60)
7,769 (242) (143) 7,384
{3,200) {3,200)
4,719 (392) (203) 4,124
474 (21) (433) 20
(2,605) (68) {2,673)
2,000 3,722 5722
{131) 3,633 (433) 3,069
(232) (7) (7) (246)
0 10,541 8,176 18,717
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Appendix C1

FINANCIAL PLANNING 2010/11 -2012/13

Cabinet responses to the recommendations made by Overview and
Scrutiny Committee at their meetings on 23 November, 7 December and

16 December 2009

Recommendation of

Cabinet response

| Overview & Scrutiny

The Cabfnet re affsrm that the
C&YP budget growth bid of
£2,644k is essential to aid the
recovery of services and that
everything is being done to
achieve a balanced budget
as soon as possible.

Agreed, he Cabinet are satisfied
that this growth bid is essential at
this time and will ensure that work
will be done to develop a more
sustainable budget position for the
medium term.

2. | The Cabinet reconsider the
proposal to achieve £160k
efficiencies from the Leaving
Care & Asylum Services.

Not agreed. The Cabinet are
content that the proposed
efficiency saving can be made
without detriment to the service
provided by the Leaving Care and
Asylum Services.

 Safer Communit

The Cabfnet reconsider the
proposals to achieve
efficiencies of £38k in Town
Centre Management and of
£46k in funding of Wood
Green Town Centre.

Not agreed. The Cabinet consi der
that these proposed efficiency
savings can be made without
adversely affecting the service
provided to the Wood Green town
centre.

" The C Cabfnet cohéider ratsmg
the income from advertising
target for Haringey People.

*Aglreed The income target will be

increased by a further 5% from 1
April 2010, an additional £8k.

5. | The Cabinet commissions an
in depth review of all Council
internal and external printing.

Agreed. A project is already
underway initially started through
the value for money programme in
Haringey Forward and will
completed early in the new financial
year.
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Adult, Social Care & Wellbeing

design of the scheme for the
car park in Summerland
Gardens in line with
residents’ wishes.

6. | The Committee was Agreed. The Cabinet is satisfied
concemed by the proposed that the proposed budget saving
saving of £150k from the will not disadvantage carers and
OPS residential care budget | clients.
and recommend that the
Cabinet give an assurance
that carers and clients would
not be disadvantaged by this
proposal and that there
would be alternative methods
of support provided,
including extra home care, to
ensure independent living.

7. | The Cabinet confirm that the | Agreed. The Cabinet can confirm
proposal will not take that the proposal will not take
services away from those services away from those in need
who need it and that and that adequate access to advice
adequate access to advice and funding will be maintained.
and funding will be
maintained.

. | Housing , ‘ - . o

8. | The Cabinet member write to | Agreed. The Cabinet Member for
the Housing Minister on Housing will write expressing
behalf of the Council disappointment at the late release
regarding the late release of | of information and the impact that
information used to this has had on the Council’s
determine housing rents. budget process.

9. The Cabinet reconsider the Not agreed. The Cabinet is
proposal to reschedule pre- convinced that it would not be
agreed savings of £221k on possible to deliver the saving earlier
additional staff until 2012/13. | than now proposed without a

detriment to meeting the temporary
accommodation reduction targets.
i Environment and Conservation - ‘ ~
10. | The Cabinet reconsider the Agreed. The Cabinet will ask the

Director of Urban Environment to
give consideration to the design as
requested.

Leisure, Culture & Lifelong Learning

11.

The Cabinet adopt a
pragmatic and holistic
approach to Muswell Hill

Agreed. The Cabinet will give
further consideration to this scheme
in the light of all recent
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Library, linking capital
receipts from the sale of a
proportion of adjacent land,
capital bids and seeking
external funding with a view
to expediting the planned
works.

developments and funding sources.
An update on this will be provided
in 2010.

Resources

No Recommendations.

N/A
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Haringey Counail

Agenda item: N0.1 5

Overview and Scrutiny Committee 11 January 2010

Report Titte: BUDGET SCRUTINY —~ PRE BUSINESS PLAN REVIEW DOCUMENTS

Report authorised by:

Clir Gideon Bull, Chair of the Overview and Scrutiny Committee

Contact Officer: Trevor Cripps — Overview and Scrutiny Manager
Trevor.cripps@haringey.gov.uk  Tel: 0208 489 6922

Wards(s) affected: ALL Report for: Non Key

1. Purpose of the report

1.1 To report on the issues raised by the Overview and Scruting Committee on departmental
Pre Business Plans and Cabinet budget proposails.

2. Introduction by Cabinet Member (if necessary) N/A

3. State link(s) with Council Plan Priorities and actions and for other Strategies:

3.1 The report is part of the budget setting process and as such has links to all council
priorities and strategies.

4. Recommendations

4.1 That the Cabinet consider the recommendations contained in this report made by the
Overview and Scrutiny Committee, as part of the Council's budget making process.

5. Reason for recommendation(s)

5.1 The report is part of the statutory budget making process.

6. Other options considered N/A
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7. Summary

7.1 The report contains the results from detailed scrutiny of Pre Business Plan Review
documents and proposals for budgetary savings and investments for 2010/11. The
detailed work has been completed by the Overview and Scrutiny Committee and the
report is a reflection of the issues raised.

8. Chief Financial Officer Comments

8.1 The CFO has been consulted on the preparation of this report and confirms that the
process undertaken by this committee is part of the statutory consultation procedure for
the Council in setting its budget. The recommendations of this committee should be
considered by the Cabinet before the final decisions on the 2010/11 budget are taken.

9. Head of Legal Services Comments

9.1 The Council is under a statutory duty to set a balanced budget having regard to the
report of its Chief Financial Officer as to the robustness of the estimates and the
adequacy of the financial reserves. This must be preceded by robust and
comprehensive financial planning.

10. Equalities & Community Cohesion Comments
10.1 These are contained within the pre-business plan review documents

11. Consuitation
11.1 This is part of the consultation of the business and financial planning process

13. Use of appendices /Tables and photographs N/A

14. Local Government (Access to Information) Act 1985

The background papers relating to this report are:

Financial Strategy 2010/11 to 20012/13, report of Director of Finance

Pre Business Plan Reviews 2010/11

Chief Financial Officer & Director of Corporate Resources reports to O&S Committee
and minutes for meetings on 23 November and the 7th and 16th December 2009.

Copies are available on request, from Natalie Cole, Local Democracy and Member
Services (non Cabinet Committees), on telephone 020 8489 2919.
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BACKGROUND

Pre Business Plan Report, (PBPR) documents 2010/11 were released by the
Cabinet after it's meeting on 17th November 2009. At its first budget meeting on the
23rd November 2009 the Overview and Scrutingy Committee examined all the
Cabinet budget proposals and identified those areas where it wished to “drill down”
to gain a better insight into the proposals and the potential impact on services. A
series of specific requests for further detail were made regarding each portfolio, as
well as three general themed questions to be covered by all Cabinet Portfolio
Holders in respect of their portfolio.

Cabinet Portfolio holders were appropriately invited to two subsequent meetings of
the Overview and Scrutiny Committee, to explain the rationale behind and to justify
their proposals in those areas previously identified. The proposals were in respect
of investment and efficiency proposals in relation to both Capital and Revenue
expenditure for the three year planning period 2010/11 to 2012/13

As part of the scrutiny process some issues have been identified that the
Committee wishes to bring to the attention of the Cabinet. This report identifies
items which the Committee considered and where it wished to make comment on
the proposals, or where the Committee would like the Cabinet to consider its
recommendations.

It is not the role of the Overview and Scrutiny Committee to develop an alternative
budget to that proposed by the Cabinet.

16. CHILDREN AND YOPUNG PEOPLE — COUNCILLOR REITH

16.1

16.2

16.3

16.4

16.5

In addition to the three general questions the Committee raised issues and
requested further information on 12 budget proposals from this portfolio.

General question 1

Fees & Charges — where budgets are under pressure, for example due to the
recession, how is the pressure being dealt with if no investment bid has been
made?

The Committee welcomed and noted the written reply. Following further questioning
the Cabinet Member confirmed that there was expected to be an increase in fees
{income) but that fees charged had not kept up, however service level agreement
charges will reflect the costs of providing the services. Schools had a choice on
service provision, but if they chose not to use Council services they could opt out.

General question 2
Specific Grants — where grant levels are due to change in 2010/11 (substantial
increase or decrease) how is the variance being deait with?

The Committee welcomed and noted the written reply. The Cabinet member
assured the Committee that Haringey’s case for fairer grant settlements were being
vigorously pursued with Department of Children Schools and Families.
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16.6 General Question 3
Are services challenging suppliers in these recessionary times on price?
Have any price reductions been secured?

16.7 The Committee welcomed and noted the written reply. The Cabinet Member cited
Heartlands School as a good example of how a new tendering exercise on new
build, achieved a reduction on cost of approximately £2m.

16.8 The Committee welcomed the other written replies received to specific requests.
Investments

16.9 Whilst recognising that many services were demand led, the Committee expressed
concern at the level of the Commissioning Budget growth of £2,644k and sought re-
assurance on the prudence of the growth bids made. Concern was raised about the
long term funding of C&YPS as this level of investment could not be sustained. The
strongest re-assurance was given by both the Cabinet Member and the Director of
Children and Young People Services that the budget was designed to aid the
recovery of services and that everything was being done to achieve a bhalanced
budget as soon as possible.

Recommendation 1
The Cabinet re-affirm that the C&YP budget growth bid of £2,644k is essential
to aid the recovery of services and that everything is being done to achieve a
balanced budget as soon as possible.

Efficiencies

16.10 Concern was expressed that the Leaving Care & Asylum Services in particular were
taking a disproportionate reduction in budget and that there was no longer a
designated post of Head of Service for Leaving Care. The Committee was of the
view that the proposal would have an impact on service delivery and therefore it
wishes the Cabinet to reconsider this bid.

Recommendation 2

The Cabinet reconsider the proposal to achieve £160k efficiencies from the
Leaving Care & Asylum Services.

17. ENFORCEMENT & SAFER COMMUNITIES PORTFOLIO — COUNCILLOR CANVER

17.1 In addition to the three general questions the Committee raised issues and
requested further information on 4 budget proposals from this portfolio.

17.2  The Committee welcomed and noted the written replies to the 3 general questions
and the other written replies received.

17.3 Concern was expressed on the proposals to achieve efficiencies of £38k in Town

Centre Management and of £46k in funding of Wood Green Town Centre. Although
not large sums the view was expressed that due to the economic downturn, it was

4
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not an appropriate time to be seeking a saving, therefore the Committee wishes the
Cabinet to reconsider these bids.

Recommendation 3

The Cabinet reconsider the proposals to achieve efficiencies of £38k in Town
Centre Management and of £46k in funding of Wood Green Town Centre.

18. LEADER AND PERFORMANCE PORTFOLIO — COUNCILLOR KOBER

18.1 In addition to the three general questions the Committee raised issues and
requested further information on 9 budget proposals from this portfolio.

18.2 The Committee welcomed and noted the written replies to the general questions
and other written replies received.

Efficiencies
18.3 Concern was raised at the level of efficiencies proposed by the Haringey Forward

and Support Services projects and further information was requested.

19. COMMUNITY COHESION PORTFOLIO - COUNCILLOR AMIN

18.1 In addition to the three general questions the Committee raised issues and
requested further information on 11 budget proposals from this portfolio.

19.2 The Committee welcomed and noted the written replies to the 3 general questions
and other written replies received.

Efficiencies

18.3  The target for income of £42k for the sale of advertising space in Haringey People
was perceived to be low. The Committee, whilst not quoting a figure, was of the
view that a more challenging target should be set.

Recommendation 4

The Cabinet consider raising the income from advertising target for Haringey
People.

19.4 The proposal for efficiency in the print budget was welcomed, however the
Committee was of the opinion that more efficiencies were possible. It thought that
there was generally too much printed material of all kinds and type and that an
internal review of the methods of printing, range of material, how it was used, the
volume of printed materials and the size of individual print runs etc. would identify
greater potential savings.

Recommendation 5

The Cabinet commissions an in depth review of all Council internal and
external printing.
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20. ADULTS SOCIAL CARE AND WELLBEING — COUNCILLOR DOGUS

20.1

20.2

In addition to the three general questions the Committee raised issues and
requested further information on 5 budget proposals from this portfolio.

The Committee welcomed and noted the written replies to the 3 general questions
and other written replies received. The Committee wished to congratulate the
Cabinet Member on the full and frank responses received and the level of detall
produced including further figures where appropriate. It wished to site them as an
exemplar of good practice and how others should approach the budget scrutiny
process.

Efficiencies

20.3

Dementia in older people, particularly those in residential care, was a topical issue.
The Committee queried the projected figures and was given assurance that the
projections had been agreed with NHS Haringey. The Committee was concerned by
the proposed saving of £150k from the OPS residential care budget and sought
assurance that carers and clients would not be disadvantaged by these proposals.

Recommendation 6

20.4

The Cabinet give an assurance that carers and clients would not be
disadvantaged by this proposal and that there would be alternative methods
of support provided, including extra home care, to ensure independent living.

The commitiee raised concern at the proposal to save £100k from the budget for
those with no recourse to public funds. Whilst welcoming the close relationship now
established with the Home Office, it was felt there was a perception that the
proposal would have a disproportionate impact on asylum seekers, a significant but
largely unrepresented group. The committee sought further re-assurance from
Cabinet that they were not being targeted or singled out as there was also a
proposal by C&YPS to reduce resources to this group.

Recommendation 7

The Cabinet confirm that the proposal will not take services away from those
who need it and that adequate access to advice and funding will be
maintained.

21. HQUSING SERVICES PORTFOLIO — COUNCILLOR BEVAN

21.1

21.2

In addition to the three general questions the Committee raised issues and
requested further information on 8 budget proposals from this portfolio.

The Committee noted the written replies to the 3 general questions and other
written replies received. However it wished to draw attention to the poor quality of
response provided to the requests for further information on proposed investments
totalling £1.563m. The lack of information had made the scrutiny process less
etfective in this area.
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The Committee was informed that it was not possible to provide definitive
information on the planned level of housing rents received next year other than that
already given. Information from central government had been sent to councils late
and the modelling work necessary to understand the determination of rent
allocations was continuing and the results would be available in January 2010. The
Committee requested that the Cabinet Member write to central government about
the late release of rent subsidy figures.

Recommendation 8

21.4

The Cabinet member write to the Housing Minister on behalf of the Council
regarding the late release of information used to determine housing rents.

The Committee noted that some of the proposals were likely to support the
reduction of homeless families in temporary accommodation. The Committee
wished to congratulate the Cabinet Member for the progress made on reducing the
numbers in temporary accommadation so far.

Investments

21.5

The Committee was unconvinced at the explanation put forward for the
rescheduling, until 2012/13, of savings of £221k on additional staff originally
employed to assist in achieving 2* rating. It was of the opinion that they could be
taken sooner.

Recommendation 9

The Cabinet reconsider the proposal to reschedule pre agreed savings of
£221k on additional staff until 2012/13.

22. ENVIRONMENT & CONSERVATION PORTFOLI|O — COUNCILLOR HALEY

22.1 In addition to the three general questions the Committee raised issues and
requested further information on 15 budget proposals from this portfolio.

22.2 The Committee noted the written replies to the 3 general questions and other
written replies received. However it wished to draw attention to the poor quality of
response provided to the requests for further information. The lack of information
had made the scrutiny process less effective in this area.

Investments

22.3 The Committee noted that the proposed investment bid of £70k would be reduced

as part funding had been secured from Children & Young People Service. However
whilst not a strictly budget issue, the Committee requested that the design of the
scheme be changed in line with residents expressed wishes and that there be two
entrance/exit access points to the car park.
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Recommendation 10

The Cabinet give an assurance that any proposed works to the car park did
not preclude a future two-way working for vehicles {access and egress) from
the car park onto Summeriand Gardens.

23. LEISURE, CULTURE & LIFELONG LEARNING - COUNCILLOR KOBER for
COUNCILLOR BASU

23.1 In addition to the three general questions the Committee raised issues and
requested further information on 10 budget proposals from this portfolio.

23.2 The Committee welcomed and noted the written replies to the 3 general questions
and other written replies received.

Capital Budget

23.3 The Committee welcomed the bid of £500k for the redevelopment of Muswell Hill
Library, but expressed disappointment at the length of time being taken. In the
meantime the library continues to lack disabled access to toilet facilities and to the
1% Floor. The Committee would like a pragmatic and holistic approach linking
capital receipts from the sale of a proportion of adjacent land, capital bids and
seeking external funding.

Recommendation 11
The Cabinet adopt a pragmatic and holistic approach to Muswell Hill Library,
linking capital receipts from the sale of a proportion of adjacent land, capital

bids and seeking external funding, with a view to expediting the planned
works.

24. RESOURCES PORTFOLIO — COUNCILLOR HARRIS

24.1 In addition to the three general questions the Committee raised issues and
requested further information on 23 budget proposals from this portfolio.

24.2 The Committee welcomed and noted the written replies to the 3 general questions
and other written replies received.

Capital Budget

24.3 The Committee was concerned at the level of investment proposed for Information
Technology projects of £1.5m. It sought assurance that this was essential
investment, that each project was supported by a rigorous and convincing business
case and that there would be tangible and measurable benefits as a result of the
investment. The Committee requested it receive a separate and full report on the IT
Capital Programme.
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Appendix F1

Indicative Dedicated Schools Grant (DSG)
Budget Strategy Summary 2010/11

2010/11 Total
* Percentages are rounded %* 1ISB* Central
™SB = individual schools budget
£ £ £

2009/10 original DSG 145,943,233 | 19,631,382 | 165,574,615

Adj. for 2009/10 actual pupil (908,321) (165,096) (1,073,417)

numbers

Prior year final DSG 145,034,912 | 19,466,286 164,501,198

Estimated increase in DSG for

2010/11 (@assuming pupil

numbers remain at 31,876)

- Personalised learning 1.1 1,780,000 60,000 1,840,000

- Basic Uplift 2.8 4,100,544 550,366 4,650,910

2010/11 estimated DSG 3.9 1 150,915,456 | 20,076,652 | 170,992,108

Increase in Resources for 5,880,544 610,366 6,490,910

2010/11

Use of resources:

- Minimum funding guarantee 2.1 3,045,733 408,792 3,454 525

- Personalised Learming 1,780,000 60,000 1,840,000

- NNDR (Cross-rail, revaluation 152,500 152,500

etc.)

- SEN Placements Costs ~ 140,000 140,000
.- Proposed formula changes 66,000 66,000

- Savings planned {300,000) (300,000)

- Additional support for child 300,000 300,000

safeguarding L

Headroom 836,311 1,574 837,885

Additional DSG Budget 5,880,544 610,366 6,490,910

Requirement

Known or planned budget adjustments 2011/12

2011/12 Total
% ISB Central
Pre Agreed Investment £ e £
-New School Opening Costs {234,000) {234,000)

(removal of one-off investment
in previous years)

New Invesiment
-Estimate of increase in 1.0 1,300,000 85,000 1,385,000
employer’s NI contributions
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Appendix F2
FINANCIAL PLANNING 2010-11

Haringey Schools Forum - Budget Consultation

1 The’ Forum notes the estimated increase in DSG of £6.487rﬁ“t‘~<‘)‘éethé\rmwsth the
factors that might change it.

2 | The Forum notes the estimated cost of the Minimum Funding Guarantee of
£3.455m together with the other inflationary pressures outside the MFG of
£152,500.

3 | The Forum notes the estimated effect of the proposed formula change for the
new Heartlands High School of £66,000.

4 | The Forum notes the estimated pressures of £140,000 on the SEN budget.

5 | The Forum notes the proposed (£300Kk) re-prioritisation of resources within
central expenditure.

6 | Officers were requested to prepare a paper for the next meeting setting out
exemplifications to show the effects of distribution the remaining headroom
through the relevant AEN/Deprivation factors with and without the inclusion of
the PVI sector.
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APPENDIX G
Housing Revenue Account - Medium Term Financial Strategy 2010/11 to 2014/15
HRA Summary - Budget Variations

Managed and Retained Budgets

201011 201112 2012113 2013/14 2014/15
over over over over over

Change 2009/10 2010/11 201112 201213 2013114
£000s £000s £000s £000s £000s

Rent Increase {2,454) (3,540) (3.714)  (3,896) (4,087)
Service Charges 495 0 0 0 0
Budget Pressures in 2009/10 385 (125) (125) 0 0
ALMO Management Fee 323 (1,002) 1,015 1,040 1,066
Capital Financing Charges 3,269 3,459 3,753 2,650 1,170
Inflation (12) (0) 2 2 2
Increase In Bad Debts Provision 60 60 60 60 0
Housing Stock Reduction 64 67 70 74 77
Subsidy 168 (976) {907) 356 2,005
New Investment 1,869 {1,607) 0 0 0
New Efficiencies (689) 0 0 0 0
Total Variations Managed and Retained 3478 {3.665) 153 285 232
Company Budgets
New Investment 200 400 0 0 0
Existing Investment (1) {112) 0 0 0
New Efficiencies (700) (120) 0 0 0
Existing Efficiencies 0 (2,000 0 0 0
Inflation 824 830 1,015 1,040 1,066
ALMO Management Fee (323) 1,002 (1,015 (1,040  (1,066)
Total Variations Company 0 0 0 0 0
Variations - All HRA
Rent Increase (2,454) (3.540)  (3,714) (3.896) {4,087)
Service Charges 495 0 0 0 0
Capital Financing Charges 3,269 3,459 3,753 2,650 1,170
Inflation 812 830 1,016 1,042 1,067
Increase In Bad Debts Provision 60 60 60 60 0
Housing Stock Reduction 64 67 70 74 77
Subsidy 168 {976) {907) 356 2,005
New Investment 2,069 {1,207) 0 0 0
Existing Investment (hH (112) 0 0 0
New Efficiencies {1,389) {120) 0 0 0
Budget Pressures in 2009/10 385 (125) (125) 0 0
Existing Efficiencies 0 {2,000) 0 0 0
Total Variations All HRA 3,478 (3,665) 153 285 232

Page 2 of 4
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APPENDIX G

Housing Revenue Account - Medium Term Financial Strategy 2010/11 to 2014/15

HRA Summary - New Investment

2010/11 2011/12 2012/13 2013/14 2014/15
Change over over over over over
g 2009/10 2010/11 2011/12 2012/13 2013/14
£000s £000s £000s £000s £000s
Review of Salary Overheads 2011/12 0 400 0 0 0
Window Maintenance commitments 200 0 0 0 0
increase in Pest Control Charges 50 0 0 0 0
Additional waste management Charges -
coltection of ‘white’ goods 44 o 0 0 0
Contribution to Waste Management
procurement costs 107 -107 0 0 0
Cost of ALMO Client Service 168 0 0 0 0
Fire Precaution Works 1,500 -1,600
Total New Investment 2,069 -1,207 0 0 0
HRA Summary - New Investment
2010/11  2011/12 2012/13 2013/14 2014/15
Chanae over over over over over
g 2009/10 2010/11 2011/12 2012/13 201314
£000s £000s £000s £000s £000s
Company 200 400 0 0 0
Retained 1,500 -1,500 0 0 0
Managed 369 -107 0 0 0
Total New Investment 2,069 ~1,207 0 0 0

Page 3 of 4
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APPENDIX G

Housing Revenue Account - Medium Term Financial Strategy 2010/11 to 2014/15

HRA Summary - New Efficiencies

2010/11 2011112 2012/13 2013114 2014115
over over

over

over over

Change 2009/10 201011 2011/12 2012/13 2013/14
£000s £000s £000s £000s £000s

Complete Review Corporate Finance SLA
by the end of the second quarter and
evaluate options for the transfer of functions
to the company 0 -30 0 0 0
tmplementation of systems for new
procurement arrangements using
Procurement for Housing -90 -90 0 0 0
Savings from retendering of Insurance
Premiums -170 0 0 0 0
Reduction of cost for the over of sickness
absence -115 0 0 0 0
Procurement savings -200 0 0 0 0
Additional contribution to | T costs -125 0 0 0 0
Reduction of Lease and Commercial
Property charges. -150 0 0 0 0
Reduction in provision for bad debts from
improved collection performance
demonstrated over prior years =200 0 0 0 0
Supporting People Grant - additional
entittement -191 0 0 0 0
Rent review - Commercial Dwellings =148 0 0 0 0
Total New Efficiencies -1,389 -120 0 0 0

Page 4 of 4
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Capital Bids For Corporate Resources Funding
Financial Years: 2010/11 to 2012/13

Appendix H

_Capital Programme Forecast 2010/11 to 2012/13
‘Bids For Corporate Resources Funding
1 Ca itat Expenditure Forecast 2010/11 201112 - 2012112 Total
: £000 £'000 £000 £000
Drrectorate Capitai Bids {Recommended To Accept) : E o
Urban Envirenment (inciuding Housing General Fund) 3,511 2,980 2,962 9,453
Adults Culture and Community Services 3,057 1,680 785 5,522
Corporate Resources 2,075 2,010¢ 1,500 5,585
_Children & Young Pecple 104 100 2,180 2,384
Poircy Performance Partnership & Communroatrons 360, 112, 0 472
Sub-total 9,107! 6,882 7,427 23,416
AHQusrng Services (HRA) 0 ol 0: 0
Sub-total 0 0 0 0
;_T'ota: Accepted Capita Bids (Fully & Partly) 9,107 6,882 7427 23416
Fmancmg ; ‘
Forecasi Use Of Corporate Resouroes 9,107 6,882 7,427 23,416
A ’Total Accepted Bids (Fully & Partly} 9,107 6,882' 7.427 23,416
Total Rejected Bids 31003191 4,038 10,329
Total Capital Bids 12207 10,073 11,465 33,745
2 Corporate Funding Resources 20101 | 201112 2012713 | Total
f £'000 £000 ©  £9000 £000
i Estimated usable capital receipts received in year: ‘ ] S
:General Fund Receipts {600): 0 0 {600)
'HRA Receipts (770): (50)° (50)  (870)
Specral Receipts {earmarked) {500}, (1,300): 0 {1,800)
‘Strategic Sites 0 (7.000) (15479) (22,479)
:Right To Buy Usabile (150). {150); {150). (450)
-Prudent / risk adjustment - ' 1,500 1,500
‘Sub-total (2,020),  (7,000) {15579} (24,699)
ii jOt;her Corporate Resources: 1 .
.Children's Perscnal Sacial Services SCE®* {(104) (100} {(100) {304)
Revenue Caontribution To Capital Outlay {700} 0 0: (700)
iFarecast Unsupported Barrowing Requirement {6,000} 0: 0 {6,000)
Sub total (6,804) (100} (100):  (7,004)
] Ad;ustments . : )
_Repayment Of Forecast Unsupported Barrowing From 2010/11 in 2012/13 0, 0 6,000 6,000
‘Schaals Caprtal Modernisation Grant Repayment (DCSF advance) 0: 0 2,283: 2,283
:Sub -total 0 0: 8,283. 8,283
iv ‘Total Corporate Resources (i+ii+iil) ) , (8,824).  (7,100)  (7,496). (23,420)
“Rounded Provisional Formula Grant Settlement in Nov 09 {to be confirmed Jan 10} :
B Total estimated resources available {iv) {8,824) {7,100} {7,496} (23420}
3 Application of Resources to Bids 2010111 | 201112 2012M13 Total
5 £'000 £'000 £'000 £000
Brought-forward resources (surplus)/deficit 283 65
B Total estimated resources (8,824)  (7,00)  (7,496) (23,420)
A .Total proposed expenditure 9,107 6,882 7,427 23416
In year {surplus)/deficit 283; (218) (69) (4)
Carry-forward resources {surplus)/deficit 283 65 4

Cabinet 26 Jan 10 appx H capital xls\Summary
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Appendix |

London Borough of Haringey
Capital resource allocation policy

Following the introduction of the prudential regime in April 2004, councils have
had greater flexibility regarding capital expenditure. The removal of controls
on the levels of borrowing was helpful in terms of flexibility and local
autonomy, but that the key determinant is the affordability, which is still
effectively controlled by government. Allocations of revenue support for
capital expenditure are stil being made by individual Government
departments.

In the preparation for this strategic context, a revised resource allocation
policy was adopted by Executive on 21 October 2003 and an updated version
is set out here for approval:

» that the framework for determining the Council’s priorities, and
therefore resource allocation, will remain the Community Strategy,
given effect in the Council Plan via the business planning process:

« that housing and education will be allocated their (revenue support
derived) borrowing fimits and ring-fenced grants;

 that other services are allocated their ring-fenced grants;

» that alf other (revenue support derived) borrowing limits and grants
are alfocated through the business planning process and the capitaf
programme appraisal framework;

« thatincreases in revenue formula grant for supported borrowing are
earmarked to fund the actual costs of this in the revenue budget;

» that PFlis retained as an option for delivering capital investment:

» that unsupported (prudential) borrowing should be considered for *
invest to save’ proposals, or where the revenue borrowing are
proven to be confained within existing budgets;

« that capital receipts are managed corporately and applied in
accordance with the business planning process;

« that best consideration will be sought for all disposals, except in the
case of agreed discounting to social housing providers;

« that the spending power derived from capital receipts is maximised
through the use of the offsetting provisions for pooled (non-right to
buy) housing receipts.
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Total Draft Capital Programme 2010/11 o 2012/13 Appendix J

_Draft Summary Capilal Programme 2010/1110 2012/13

Proposed' Indicative Indica1ive;
Budgeat Budget Budget:

.Draft Expendilure Budget ) 2010/11; 201112 2012113, Tolal

: £'000° g 000 £'000° £'000

iUrban Environment (inciuding Housing General Fund) . 9,526 15, 183_ 7, 165 31,874
/Adults, CuHlure and Community Services 5,009, 1,680 785 7,474
Corporate Resources {including Alexandra Park and Palace 13,149 9,651 9, 650° 32,450
‘Charflable Trust) - . B o
Pollcy Performance Partners?np Y Communlcaﬂlons . 360 112 0 472

) Chlldren&Young People ) ) . 67,912 33,964 28, 937 130,813
.HQ_U_SIT_IQ Services (Housing Revenus Accoum only) 52!642‘ 63,142 54, 498 170, 282
Total Capital Programme : 148,598 123,732‘ 101,035! 373,365

‘Draft Capital Financing

1 Capital grants from central government departments {inc SCE(C)) - 67,160° 23,730 10,250! 101,140
2:Grants and contnbutlons from private developers & leaseholders ] 140° 1745 3,126 3, 440
3 Grants & contributions from non-deparmental pLIb|IC bodies o 200 0; 0 200
4 Cap|tal funding from GLA bodies : 4, 603 4,203: 4, 203 13, 009
5 :Use of capital receipts ) ) . 5, 520 14,423 15, 47? 35 420

Capltal expenditure financed by the Major Repairs Reserve {MRR) / Major Repairs 12,909 12,909 12, 909’ 38,727

:Allowance (MRA) - Govt Grant . ‘

Capltal expend|ture t'nanced from the General Fund Revenue Account 7,757 400 200° 8,357
6:SCE (R} Single Capital Pot 6,997 15,893, 13,281 36,171
7ASCE (R) Separate Programme Element 7 ) 33,500! 44,000 41,589 119,089

_Other borrowing & credit arrangements not supported by central government . 9, 812 8,000 0. 17,812

Total Capilal Financing 148,598: 123,732; 101,035, 373,365

:Nﬁes

1 Include capital expenditure financed by capital grants from all central govemment departments {lncludmg BSF)
Exclude capital expenditure financed by Major Repairs Reserve (MRR).

2 Include contnbut|ons from private developers. Indiude leaseholders contributions made specifically towards the cost of capital works
on the premises of which the leasehplders’ property forms part. :

3 ‘Include capital grants from all non-departmental public bodies such as the Sports Councn English Hentage Arls Councn

.Museums and Gallenes Commission and the Countryside Agency
4:Include capital funding from the Greater London Authority (GLA).

5 Include all capital expenditure financed by applying capital receipts. Exclude capital recelpts applled to make payments
to the Secretary of State under sections 11 (2 ) {b) and 11 (3) of the Local GovernmentAct 2003.

:CapitalBeceiptsAn_alysis: C2000011 20141120 2012113 Total

.Capital Receipts - Bids for Corporate Resourcas . 2,020 6,?82§ 7,32?: 16,129
Capital Receipts - Accommodation Strategy . 3,500! 7.641 8,150, 19,291

5,520° 14,423, 15477 35420

6. SCE(R) Single Capital Pot - |nclude cap|ta| expendlture financed by borrowing and other credit that will attract central government
support through RSG or HRA subsldy l.e. Supported Capltal Expenditure (Revenue) SCE(R) Slngle Capltal Pot,

7 SCE(R) Separate Programme Element
_Include capital expenditure financed by borromng and other credlt that will attract central govemment support through RSG or’
:HRA subsidy i.e. Supported Capital Expenditure (Revenue) - SCE{R) Separate Programme Element fore.g. BSF / Decent Homes

Cabinel 26 Jar 10 appx J capial xls
Lasl Updaled: 20/01/2019
89:54
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Background

The Chartered institute of Public Finance and Accountancy’s Code of Practice for
Treasury Management in Public Services (the "CIPFA TM Code”) requires local
authorities to determine the Treasury Management Strategy Statement (TMSS).
This statement also incorporates the investment Strategy. Together, these cover
the financing and investment strategy for the forthcoming financiai year.

in response to the financiai crisis in 2008 and the coliapse of the Icelandic banks,
CIPFA has recently revised the TM Code and Guidance Notes as well as the
Prudential Indicators. The Department for Communities and Local Government
(CLG) is currently in the process of revising and updating the Investment
Guidance.

CIPFA has defined Treasury Management as:

“the management of the organisation’s investments and cash flows, its banking,
money market and capital market transactions; the effective control of the risks
associated with those activities; and the pursuit of optimum performance
consistent with those risks.”

The Council is responsible for its treasury decisions and activity. No treasury
management activity is without risk. The successfui identification, monitoring and
control of risk is an important and integral element of its treasury management
activities. The main risks to the Council’s treasury activities are:

Liquidity Risk (inadequate cash resources)

Market or Interest Rate Risk (Fiuctuations in interest rate leveis)
inflation Risk (Exposure to inflation)

Credit and Counterparty Risk (Security of investments)
Refinancing Risk (impact of debt maturing in future years)
Lega! & Reguiatory Risk

The strategy also takes into account the impact of the Council’s Revenue Budget
and Capital Programme on the Balance Sheet position, the current and projected
Treasury position (Annex 1), the Prudential Indicators (Annex 2) and the outiook
for interest rates (Annex 3).

The purpose of this Treasury Management Strategy Statement is to approve:

« Treasury Management Strategy for 2010-11 (Borrowing - Section 4, Debt
Rescheduting - Section 5, investments - Section 6)

e Prudential Indicators ~ Annex 2 (NB - Pl No. 6 - The Authorised Limit is a
statutory limit)

+ MRP Statement - Section 8

+ Use of Specified and Non-Specified investrments — Annex 4

Balance Sheet and Treasury Position

The underlying need to borrow for capital purposes as measured by the Capital
Financing Requirement (CFR) together with Balances and Reserves are the core

Page 2 of 23
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drivers of Treasury Management Activity. The estimates, based on the current
Revenue budget and Capital Programmes, are set out below:

31 Mar10 | 31 Mar 11 | 31 Mar 12 | 31 Mar 13
Estimate Estimate Estimate { Estimate
£000 £000 £000 £000
CFR 677,587 718,766 777,471 822,786
Balances & Reserves 18,025 15,687 16,076 16,076
Net Balance Sheet
Position 659,562 703,079 761,385 806,710

The Council's level of physical debt and investments is linked to these
components of the Balance Sheet. The current portfolio position is set out at
Annex 1. Market conditions, interest rate expectations and credit risk
considerations will influence the Council's strategy in determining the borrowing
and investment activity against the underlying Balance Sheet position.

The CFR represents the level of borrowing for capital purposes. Consequently,
revenue expenditure cannot be financed from borrowing. Net physical external
borrowing should not exceed the CFR other than for short term cash flow
requirements. it is permissible under the Prudential Code to borrow in advance of
need up to the level of the estimated CFR over the term of the Prudential
Indicators. Where this takes place the cash will form part of its invested sums
until the related capital expenditure is incurred. This being the case net borrowing
should not exceed the total of the CFR in the preceding year plus the estimates
of any additional CFR for the current and next two financial years other than in
the short term due to cash flow requirements.

The move to Intemational Financial Reporting Standards {{FRS) has implications
for the Capital Financing Requirement components on the Balance Sheet.
Analysis of the Council’s Private Finance Initiative {PF) schemes and Operating
leases against IFRS requirements may result in the related long term assets and
liabilities being brought onto the Council’s Balance Sheet. The estimates for the
CFR and Long Term Liabilities will therefore need to take into account such
items. This will influence the determination of the Council’s Affordable Borrowing
Limit and Operational Boundary.

The Department for Communities and Local Government has recently consulted
on proposals to reform the council housing subsidy system. The proposed Self-
financing option would require a one-off reallocation of housing debt. As the
consultation period has only recently ended and the mechanism for debt transfer
has not been determined, the estimates set out in this strategy do not take into
account any potential debt transfer that may arise in future years.

QOutlook for Interest Bates

The economic interest rate outlook provided by the Council’s treasury advisor,
Arlingclose Lid, is attached at Annex 3. Financial markets remain reasonably
volatile as the structural changes necessary within economies and the banking
system evolve. This volatility provides opportunities for active treasury
management. The Council will reappraise its strategy from time 1o time and, if
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needs be, realign it with evolving market conditions and expectations for future
interest rates.

Borrowing Requirement and Strategy

The Council’s underlying need to borrow for capital purposes is measured by
reference to its Capital Financing Requirement (CFR) — see Annex 2. The CFR
represents the cumulative capital expenditure of the local authority that has not
been financed. To ensure that this expenditure wiil ultimately be financed, local
authorities are required to make a Minimum Revenue Provision for Debt
Redemption (MRP) from within the Revenue budget each year.

Capital expenditure not financed from internal resources (i.e. Capital Receipts,
Capital Grants and Contributions, Revenue or Reserves) will produce an increase
in the CFR (the underlying need to borrow) and in turn produce an increased
requirement to charge MRP in the Revenue Account.

Physical external borrowing may be greater or less than the CFR, but in
accordance with the Prudential Code, the Council will ensure that net extemal
borrowing does not, except in the short term, exceed the CFR in the preceding
year pius the estimates of any additional CFR for the current and next two
financial years.

The cumulative estimate of the maximum long-term borrowing requirement is
estimated by comparing the projected CFR with the profile of the current portfolio
of external debt and long term liabilities over the same financial horizon, as
follows:

31/03/2010 | 31/03/2011 | 31/03/2012 | 31/03/2013
Estimate Estimate Estimate Estimate
£000 £000 £000 £000

Capital Financing
Requirement 677,587 718,766 777,471 822,786
Less:
Sﬁg’%’}ﬁ;rfgf;;j%mw'"g 642,926 | 677,587 | 718,766 | 777.471
Liabilities
Cumuiative Maximum 34,661 41,179 58,705 45,315
External Borrowing
Requirement
Balances & Reserves 18,025 15,687 16,076 16,076
Cumuiative Net Borrowing 16,636 25,492 42,629 29,239
Requirement/investments
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The Council’s strategy is to maintain maximum control over its borrowing
activities as well as flexibility on its loans portfolio. Capital expenditure levels,
market conditions and interest rate levels will be monitored during the year in
order to minimise borrowing costs over the medium to longer term. A prudent
and pragmatic approach to borrowing will be maintained to minimise borrowing
costs without compromising the longer-term stability of the portfolio, consistent
with the Council’s Prudential Indicators.

In conjunction with advice from its treasury advisor, Aringclose Ltd, the Councll
will keep under review the options it has in borrowing from the PWLB, the market
and other sources identified in the Treasury Management Practices Schedules ~
up to the available capacity within its CFR and Affordable Borrowing Limit
(defined by CIPFA as the Authorised Limit).

The outlook for borrowing rates:

Short-dated gilt yields are forecast to be lower than medium and long-dated gilt
yields during the financial year. Despite additional gilt issuance to fund the UK
government’s support to the banking industry, short-dated gilts are expected to
benefit from expectations of lower interest rates as the economy struggles
through a recession. Yields for these maturities will fall as expectations for lower
interest rates mount.

The differential between investment earnings and debt costs, despite long term
borrowing rates being around historically low levels, remains acute and this is
expected to remain a feature during 2010/11. The so-called 'cost of carry’
associated with long term borrowing compared to temporary investment retums
means that the appetite for new long term borrowing brings with it additional
short-term costs. It is not surprising that the use of internal resources in lieu of
borrowing has been the most cost effective means of financing capital
expenditure but, at some stage, internal resources will become depleted and
require topping up.

PWLB variable rates have fallen below 1%. They are expected to remain low as
the Bank Rate is maintained at historically low levels to enable the struggling
economy emerge from the recession. Against a backdrop of interest rates
remaining lower for longer and a continuation of the ‘cost of carry’ backdrop,
then a passive borrowing strategy i.e. borrow long term funds as they are
required, may remain appropriate. Equally, variable rate funds (that avoid the cost
of carry) or EIP (equal instalments of principal) that mitigate the impact are both
active considerations.

Decisions to borrow at low, variable rates of interest will be taken after
considering the absolute level of longer term interest rate equivalents and the
extent of variable rate earnings on the Council’'s investment balances. When
longer term rates move below the cost of variable rate borrowing any strategic
exposure to variable interest rates will be reviewed and, if appropriate, reduced.

The PWLB remains the preferred source of borrowing given the transparency and
control that its facilities continue to provide.

The Council has £125m loans which are LOBO loans {Lender's Options
Borrower’s Option) of which £50m of loans are currently in or will be in their
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option state in 2010-11. In the event that the lender exercises the option to
change the rate or terms of the loan, the Council will consider the terms being
provided and also repayment of the loan without penalty. The default position
will be to repay the loans. The Council may utilise cash resources for repayment
or may consider replacing the loan(s) by borrowing from the PWLEB.

Debt Rescheduling

The Council will maintain a flexibie policy for debt rescheduling. Market volatility
and the steep yield curve may provide opportunities for rescheduling debt from
time to time. The rationale for rescheduling would be one or more of the
following:
» Savings in interest costs with minimal risk
« Balancing the volatility profile (i.e. the ratio of fixed to variable rate debt) of
the debt portfolio
* Amending the profile of maturing debt to reduce any inherent refinancing
risks.

In September 2009, the PWLE issued a Consuitation document, entitled 'PWLB
Fixed Rates’, where the PWLR is reviewing the frequency of rate setting {currently
daily) and could move to a live pricing basis. The deadline for the consuitation
period is 08/01/2010. The likely outcome of this is a reduction in the extent of the
margins between premature repayment and new borrowing rates, particulany for
longer maturities.

Any rescheduling activity will be undertaken within the Council’s treasury
management policy and strategy. The Council will agree in advance with
Arlingciose the strategy and framework within which debt will be
repaid/rescheduled if opportunities arise. Thereafter the Council’s debt portfolio
will be monitored against equivalent interest rates and available refinancing
options on a regular basis. As opportunities arise, they will be identified by
Arlingclose and discussed with the Council's officers.

Ali rescheduling activity will comply with the accounting requirements of the local
authority SORP and regulatory requirements of the Capital Finance and
Accounting Regulations (S1 2007 No 573 as amended by Si 2008/414).

Borrowing and debt rescheduling activity will be reported to the next meeting of
the General Purposes Committee.

Investment Policy and Strategy

Background

Guidance from CLG on Local Government investments in England requires that
an Annual Investment Strategy (AlS) be set.

Investment Policy
To comply with the CLG's guidance, the Council’s general policy objective is to
invest its surplus funds prudently. The Council's investment priorities are:

* security of the invested capital;
« liquidity of the invested capital;
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« an optimum yield which is commensurate with security and liquidity.
s The CLG's recent (draft) revised Guidance on investments, reiterates security
and liquidity as the primary objectives of a prudent investment policy.

The speculative procedure of borrowing purely in order to invest is unlawful.

Investments are categorised as ‘Specified” or 'Non Specified’ investments based
on the criteria in the CLG Guidance. Potential instruments for the Council’'s use
within its investment strategy are contained in Annex 4.

The credit crisis has refocused attention on the treasury management priority of
security of capital monies invested. The Council will continue to maintain a
counterparty list based on its criteria and will monitor and update the credit
standing of the institutions on a regular basis. This assessment will include credit
ratings and other alternative assessments of credit strength including monitoring
of credit default swaps, share price movements and press comment.

The Council's current level of investments is presented at Annex 1.

Investment Strategy

The global financial market storm in 2008 and 2009 has forced investors of public
money to reappraise the question of risk versus yield. Income from investments is
a key support in the Council’s budget.

The UK Bank Rate has been maintained at 0.5% since March 2009. Short-term
money market rates are likely to remain at very low levels which will have a
significant impact on investment income. However, the yield curve is relatively
steep and opportunities will be taken to exploit this situation. Although cognisant
of this development, the Council’s strategy will continue to adhere to it’s principal
objective of security of invested monies.

The Chief Financial Officer under delegated powers, will undertake the most
appropriate form of investments in keeping with the investment objectives,
income and risk management requirements and Prudential Indicators. Decisions
taken on the core investment portfolic will be reported to the General Purposes
Committee on a quarterly basis.

Investments managed in-house:

The Council's shorter term cash flow investments are made with reference to the
outlook for the UK Bank Rate and money market rates.

In any period of significant stress in the markets, the default position is for
investments to be made with the Debt Management Agency Deposit Facility.

Currently the Council has restricted its investment activity to:

» The Debt Management Agency Deposit Facility (The rates of interest from the
DMADF are below equivalent money market rates. However, the returns are an
acceptable trade-off for the guarantee that the Council’s capital is secure)

o AAA rated Money Market Funds with a Constant Net Asset Value (CNAV)

» Deposits with other local authorities
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» Business reserve accounts and term deposits

» Bonds issued by Multilateral Development Banks

Annex 4 contains a breakdown of the current counterparties, instruments,
instruments and limits in operation.

At present, investments in banks and building societies {(on a term, at call or on a
certificate of deposit basis) are limited to UK banks and building societies that
have a minimum AA- long-term credit rating and F1+ short-term rating and are
participants in the UK Government’s Credit Guarantee Scheme. This currently
limits activity to seven UK institutions all of which have maximum investment
limits of £20m at group level and term durations of a maximum of 12 months.
These institutions are set out in Annex 4.

Following an improvement in market conditions in the financial sector, the
Council’s treasury advisors, Arlingclose, are presently recommending that in
order to diversify the counterparty list, the use of comparable non-UK banks
should now be considered for investment.

The sovereign states whose banks are recommended for inclusion are Australia,
Canada, Finland, France, Germany, Netherands, Spain, Switzerland and the US.
The banks selected by Arlingclose have been considered after analysis and
careful monitoring of:-

- Credit Ratings (minimum long-term AA-);

- Share price (of the institution);

- Credit Default Swaps;

- GDP, net debt as a percentage of GDP;

- Sovereign Support Mechanism/potential support from a well resourced parent
institution.

Arlingclose has taken into account information on corporate developments and
market sentiment towards the counterparties. However, given that these
recommendations have only very recently been provided to the Council, officers
have not had the opportunity to undertake due diligence into these institutions
and consequently are unable to recommend that any of these proposed
institutions be added to the counterparty list at present.

It is anticipated that in-house due diligence will be completed by April 2010, and
that subject to a satisfactory outcome to this process, some or all of the potential
counterparties be added, potentially on the following cautionary bases:-

- Minimum credit rating AA Long-term F1+ Short Term {or equivalent). This
compares to the existing UK Institutions where the Council currently requires a
long-term credit rating of a minimum of AA-,

- Maximum exposure to any one institution (or group) of £10m. This compares
with the existing UK counterparty limit of £20m per institution {(or group).

At present, the Council has approved investment limits of up to £10m in Money
Market Funds with a maximum exposure limit to any one fund of £5m. In
accordance with his delegated authority, the Chief Financial Officer, in
consultation and with the agreement of the General Purposes Committee, has
recently appointed three firms of Money Market Fund managers. These funds
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have proved particularly useful in the management of the treasury operation in
terms of security (short-term high quality paper and deposits), fiquidity
(immediate recall of cash), thereby reducing external borrowing on a number of
occasions, and yield (typically 20 basis points higher than placements with the
DMQ). The maximum tota! investment in Money Market Funds is increased from
£10m to £45m subject to a maximum exposure to any one fund of £15m. Annex
4 reflects this change.

To protect against a prolonged period of low interest rates, 1-year deposits and
longer-term secure investments will be actively considered within the limits the
Counci! has set for Non-Specified Investments (see Annex 4). The longer-term
investments will be likely to include:

« Supranationa! bonds (bonds issued by multilateral development banks): The
joint and individua! pan-European government guarantees in place on these
bonds provide security of the principal invested. Even at the lower yields likely
to be in force, the return on these bonds will provide certainty of income against
an outlook of low official interest rates,

+ UK government guaranteed bonds and debt instruments issued by
banks/building societies: The UK Govemment’s 2008 Credit Guarantee
Scheme permits specific UK institutions to issue short-dated bonds with an
explicit government guarantee. The bonds are issued at a margin over the
underlying gilt and would be a secure longer-term investment option.

Investments which constitute capital expenditure

Investments meeting the definition of capita! expenditure can be financed from
capita! or revenue resources. They are also subject to the CLG’s Guidance on
“non-specified investments”. Placing of such investments has accounting,
financing and budgetary implications. Whilst it is permissible to fund capital
investments by increasing the underlying need to borrow, it should be noted that
under the CLG's MRP Guidance, MRP must be applied over a 20 year period.

The Council has determined a maximum of £60m limit to investments which
constitute capital expenditure.

All investment activity will comply with the accounting requirements of the local
authority SORP.

Balanced Budget Requirement

The Council complies with the provisions of Section 32 of the Local Government
Finance Act 1992 to set a balanced budget.

2010/11 MRP Statement

For many years local authorities have been required by Statute and associated
Statutory Instruments to charge to the Revenue Account an annual provision for
the repayment of debt associated with expenditure incurred on capital assets.
This charge to the Revenue Account was referred to as the Minimum Revenue
Provision (MRP}.
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In February 2008 the Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008 [Statutory Instrument 2008/414] were approved
by Parliament and became effective on 31 March 2008. These regulations
replace the formula based method for calculating MRP which existed under
previous regulations under the Local Govemment Act 2003. The new regulations
require a local authority to determine each financial year an amount of MRP
which it considers to be prudent. Linked to this new regulation, the Department
of Communities and Local Govemment (CLG) has produced Statutory Guidance
which tocal authorities are required to follow, setting out what constitutes a
prudent provision.

The CLG Guidance recommends that before the start of the financial year, a
statement of MRP policy for the forthcoming financial year is approved by the full
Council.

The broad aim of the Palicy is to ensure that MRP is charged over a period that is
reasonably commensurate with the period over which the capital expenditure
which gave rise to the debt provides benefits. In the case of borrowing supported
by Revenue Support Grant, the aim is that MRP is charged over a period
reasonably commensurate with the period implicit in the determination of that
grant. MRP is not required to be charged to the Housing Revenue Account.
Where a local authority’s overall CFR is £nil or a negative amount there is no
requirement to charge MRP,

MRP Options:

Four options for prudent MRP provision are set out in the CLG Guidance. Details
of each are set out below with a summary set out in Table 1:

Option 1 — Regulatory Method:

This method replicates the position that would have existed under the previous
Regulatory environment. MRP is charged at 4% of the Authority’s underlying
need to borrow for capital purposes; the Capital Financing Requirement (CFR).
The formula includes an item known as “Adjustment A” which was intended to
achieve neutrality between the CFR and the former Credit Ceiling which was
used to calculate MRP prior to the introduction of the Prudential System on 1
April 2004. The formula also took into account any reductions possible related to
commutation of capital related debt undertaken by central government.

Option 2 — CFR Method:

This method simplifies the calculation of MRP by basing the charge solely on the
authority’s CFR but excludes the technical adjustments included in Option 1.
The annual MRP charge is set at 4% of the non-housing CFR at the end of the
preceding financial year.

Option 3 — Asset Life Method:
Under this method MRP is determined by the life of the asset for which the
borrowing is undertaken. This can be calculated by either of the following

methods:
(a) Equal Instalments: where the principal repayment made is the same in
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each year, or

(b) Annuity: where the principal repayments increase over the life of the
asset

MRP commences in the financial year following that in which the expenditure is
incurred or, in the year following that in which the relevant asset becomes
operational. This enables an MRP "holiday” to be taken in relation to assets
which take more than one year to be completed before they become operational.

The estimated life of the asset will be determined in the year that MRP
commences and will not be subsequently revised. However, additional
repayments can be made in any year which will reduce the level of payments in
subsequent years.

If no life can be reasonably attributed to an asset, such as freehold land, the life is
taken to be a maximum of 50 years. In the case of freehold land on which a
building or other structure is constructed, the life of the land will be treated as
equal to that of the structure, where this would exceed 50 years.

In instances where central government permits revenue expenditure to be
capitalised, the Statutory Guidance sets out the number of years over which the
charge to revenue must be made.

Option 4 - Depreciation Method

The deprecation method is similar to that under Option 3 but MRP is equal to the
depreciation provision required in accordance with proper accounting practices
to be charged to the income and Expenditure account.

Conditions of Use

The CLG Guidance puts the following conditions on the use of the four options:

Options 1 and 2 can be used on all capital expenditure incurred before 1 April
2008 and on Supported Capital Expenditure on or after that date.

Options 3 and 4 are considered prudent options for Unsupported Capital
Expenditure on or after 1 April 2008.These options can aiso be used for
Supported Gapital Expenditure whenever incurred.

Policy

The policy will be to use Option 1 (Regulatory Method) for supported borrowing
and Option 3 (Asset Life Method) for unsupported borrowing.

Reporting on the Treasury Outturn

The Chief Financial Officer will report on treasury management activity/
performance as follows:

(a) Quarterly to the General Purposes Committee against the strategy approved

for the year.
(b) The Council will receive a mid-year report and an outturn report on its treasury
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activity no later than 30" September after the financial year end.
(c) The audit committee will be responsible for the scrutiny of treasury
management activity and practices.

10. Other items

Member Training

10.1.  CIPFA’s revised Code requires the Chief Financial Officer to ensure that all
members tasked with treasury management responsibilities, including scrutiny of

the treasury management function, receive appropriate training relevant to their
needs and understand fully their roles and responsibilities.
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ANNEX 1
EXISTING PORTFOLIO PROJECTED FORWARD
Balances Estimates Estimates
at 31 at at
March 09 31 March 31 March
£000 10 11
£000 £000
External Borrowing:
Fixed Rate - PWLE 520,572 564,470 614,779
Fixed Rate — Market 130,475 130,475 130,475
Variable Rate - PWLB - - -
Variable Rate — Market - - -
Other long-term liabilities 42,984 41,310 39,545
Total External Debt 694,031 736,255 784,799
investments:
Managed in-house
Deposits and monies on call 99,731 £65,000 65,000
Total investments 99,731 65,000 65,000
Net Borrowing position 594,300 671,255 719,799
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ANNEX 2
PRUDENTIAL INDICATORS 2010/11 TO 2012/13

Background:

There is a requirement under the Local Government Act 2003 for local authorities to
have regard to CIPFA’s Prudential Code for Capital Finance in Local Authorities {the
“CIPFA Prudential Code”) when setting and reviewing their Prudential Indicators. It
should be noted that GIPFA undertook a review of the Code in early 2008. The
outcome from that review has now been published and there are no material changes
to the Prudential Indicators.

Net Borrowing and the Capital Financing Requirement:

This is a key indicator of prudence. In order to ensure that over the medium term net
borrowing will only be for a capital purpose, the local authority should ensure that the
net external borrowing does not, except in the short term, exceed the total of capital
financing requirement in the preceding vear plus the estimates of any additional
capital financing requirement for the current and next two financial years.

The Chief Financial Officer reports that the authority had no difficulty meeting this
requirement in 2009/10, nor are there any difficulties envisaged for future years. This
view takes into account current commitments, existing plans and the proposals in the
approved budget.

Estimates of Capital Expenditure:

This indicator is set to ensure that the level of proposed capital expenditure remains
within sustainable limits and, in particular, to consider the impact on Council Tax and
in the case of the HRA, housing rent levels.

iINo. 1 [Capital Expenditure 2009/10 2009/10 2010/11 201112 201213
Approved Revised | Estimate | Fstimate | Estimate

£000 £000 £000 £000 £000
Non-HRA 149,280 | 121,981 95,956 60,590 46,537
HRA 49,725 60,479 52,642 63,142 54,498
Total 199,005 | 182,460 | 148,598 | 123,732 | 101,035

3.2 Capital expenditure will be financed as follows:

Capital Financing 2009/10 | 200810 | 2010/11 201112 201213
Approved | Revised | Estimate | Estimate | Estimate

£000 £000 £000 000 £000
Capital receipts 9,837 7,752 5,520 14,423 15,477
Govemment Grants 111,038 88,465 67,160 23,730 10,250
Other Grants etc 7,785 17,986 4,943 4377 7,329
Major Repairs Allowance 12,407 18,966 12,909 12,909 12,909
Revenue contributions 12,330 5,393 7,757 400 200
Supported borrowing 42,186 | 39,771 40,497 59,893 54,870
Unsupported borrowing 3,422 4,127 9,812 8,000 0
Total 199,005 | 182,460 | 148,598 | 123, 7321 101,035
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4. Ratio of Financing Costs to Net Revenue Stream:
4.1 This is an indicator of affordability and highlights the revenue implications of existing

and proposed capital expenditure by identifying the proportion of the revenue budget
required to meet borrowing costs. The definition of financing costs is set out at
paragraph 87 of the Prudential Code.

4.2 The ratio is based on costs net of investment income.

No. 3 lf{atio of Financing Costs | 2009/10 | 2009/10 | 2010/11 | 2014/12 | 2012/13
o Net Revenue Stream | Approved | Revised | Estimate | Estimate | Estimate
% % % & %
Non-HRA 5.20 5.35 4.67 4.35 4.37
HRA 33.59 32.77 33.39 32.47 30.85

5. Capital Financing Requirement:

5.1 The Capital Financing Requirement (CFR) measures the Council’s underlying need to
borrow for a capital purpose. The calculation of the CFR is taken from the amounts
held in the Balance Sheet relating to capital expenditure and its financing. It is an
aggregation of the amounts shown for Fixed and Intangible assets, the Revaluation
Reserve, the Capital Adjustment Account, Government Grants Deferred and any other
balances treated as capital expenditure.

[No. 3 jCapital Financing 2009/10 | 2009/10 | 2010/11 | 201112 | 2012/13
Requirement Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Non-HRA 226,850 | 228,256 | 229,702 | 238,874 | 242,600
HRA 449,242 | 449,331 | 489,064 | 538,597 | 580,186
Total CFR 676,092 | 677,587 | 718,766 | 777,471 | 822,786
5.2 The year-on-year change in the CFR is due to the following
Capital Financing 2009/10 § 2010/11 2011712 | 201213
Requirement Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000

Balance B/F 642,926 | 677,587 | 718,766 | 777,471

Capital expenditure financed 43,898 50,309 67,893 54,870

from borrowing (per 3.2)

Revenue provision for debt (9,237) (9,130} (9,188) (9,555)

Redemption.

Other items

Balance C/F 677,587 | 718,766 | 777,471 | 822,786

6. Actual External Debt:
6.1 This indicator is obtained directly from the Council’s balance sheet. It is the closing

balance for actual gross borrowing plus other long-term liabilities. This Indicator is
measured in a manner consistent for comparison with the Operational Boundary and

Authorised Limit.
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No.4 | Actual External Debt as at 31/03/2009 £m
Borrowing 651.0
Other Long-term Liabilities 43.0
Total 694.0

impact of Capital Investment Decisions:

7.1 This is an indicator of affordability that shows the impact of capital investment

decisions on Council Tax and Housing Rent levels. The impact is calculated by
comparing the total revenue budget requirement of the current approved capital
programme with an equivalent calculation of the revenue budget requirement arising
from the proposed capital programme. The full council tax and housing rent figures
are shown below for information.

No.5 Impact of Capital Investment 2009/10 2010/11 2011712 201213
Decisions Approved Estimate Estimate Estimate
£ £ g £
Band [ Council Tax 1,184.32 | 1,184.32 | 1,219.85 1,256.44
Average Weekly Housing 82.05 83.20 87.36 91.72
Rents

8. Authorised Limit and Operational Boundary for External Debt:

8.1 The Council has an integrated treasury management strategy and manages its

treasury position in accordance with its approved strategy and practice. Overall
borrowing will therefore arise as a consequence of all the financial transactions of the
Council and not just those arising from capital spending reflected in the CFR.

8.2 The Authorised Limit sets the maximum level of external borrowing on a gross basis

(i.e. not net of investments) for the Council. It is measured on a daily basis against all
external borrowing items on the Balance Sheet (i.e. long and short term borrowing,
overdrawn bank balances and long term liabilities. This Prudential Indicator
separately identifies borrowing from other long term liabilities such as finance leases.
It is consistent with the Council’s existing commitments, its proposals for capital
expenditure and financing and its approved treasury management policy statement
and practices.

8.3 The Authorised Limit has been set on the estimate of the most likely, prudent but not

worst case scenario with sufficient headroom over and above this to allow for unusual
cash movements.

8.4 The Authorised Limit is the statutory limit determined under Section 3(1) of the Local

Government Act 2003 (referred to in the legislation as the Affordable Limit).

No. 6 horised Limit for 200910 | 2009/10 | 2010/11 2011/12 | 2012/13
External Debt Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Borrowing 895,419 | 858,690 | 860,455 | 862,317 | 864,279
Other Long-term 4,581 41,310 39,545 37,683 35,721
Liabilities
Total CFR 900,000 | 900,000 § 900,000 | 900,000 | 900,000
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8.5 The Operational Boundary links directly to the Council's estimates of the CFR and

estimates of other cashflow requirements. This indicator is based on the same
estimates as the Authorised Limit reflecting the most likely, prudent but not worst
case scenaric but without the additional headroom inciuded within the Authorised

Limit.

8.6 The Chief Financial Officer has delegated authority, within the total limit for any
individual year, to effect movement between the separately agreed limits for
borrowing and other long-term liabilities. Decisions will be based on the outcome of
financial option appraisals and best value considerations. Any movement between
these separate limits will be reported to the next meeting of the Cabinet and Council.

iNo. 7 [Operational Boundary for| 2009/10 | 2009/10 | 2010A11 201112 | 201213
External Debt Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Borrowing 870,419 | 833,690 | 835455 | 837,317 | 839,279
Other Long-term 4 581 41,310 39,545 37,683 35,721
| iabilities
Total CFR 875,000 | 875,000 | 875,000 | 875,000 | 875,000

9. Adoption of the CIPFA Treasury Management Code:
9.1 This indicator demonstrates that the Council has adopted and will continue to adopt

the principles of best practice.

’No. 8 Adoption of the CIPFA Code of Practice in Treasury Management

The Council approved and will adopt the new CIPFA Treasury Management Code
2009 at its meeting in February 2010,

10. Upper Limits for Fixed Interest Rate Exposure and Variable Interest Rate

Exposure:

10.1 These indicators allow the Council to manage the extent to which it is exposed to
changes in interest rates. This Council calculates these limits on a net interest paid
basis (i.e. interest paid on fixed rate debt net of interest received on fixed rate

investments)

10.2

The upper limit for variable rate exposure has been set to ensure that the Councii is

not exposed to interest rate rises which could adversely impact on the revenue

budget. The limit allows for the use of variable rate debt to offset exposure to
changes in short-term rates on investments
2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
% 9% % % %
No.9 Upper Limit for 100 100 100 100 100
Fixed Interest Rate
Exposure
No.10 | Upper Limit for 40 40 40 40 40
Variabie Interest
Rate Exposure
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10.3 The limits above provide the necessary flexibility within which decisions will be

11.
111

12.
12.1

made for drawing down new loans on a fixed or variable rate basis; the decisions
will ultimately be determined by expectations of anticipated interest rate
movements as set out in the Council’s treasury management strategy.

Maturity Structure of Fixed Rate borrowing:

This indicator highlights the existence of any large concentrations of fixed rate debt
needing to be replaced at times of uncertainty over interest rates and is designed to
protect against excessive exposures to interest rate changes in any one period, in
particular in the course of the next ten years.

It is caicuiated as the amount of projected borrowing that is fixed rate maturing in
each period as a percentage of total projected bomowing that is fixed rate. The
maturity of borrowing is determined by reference to the earliest date on which the
lender can require payment.

INo.11 Maturity structure of fixed rate borrowing Low?}rﬁi_imit Upp(;rﬁLimit
under 12 months 0 25
12 months and within 24 months 0 25
24 months and within 5 years 0 50
5 years and within 10 years 0 100
10 years and above 0 100

Upper Limit for totai principal sums invested over 364 days:

The purpose of this limit is to contain exposure to the possibility of loss that may
arise as a result of the Council having to seek early repayment of the sums
invested.

2009/10 2009/10 2010/11 201112 | 201213
Approved | Revised Estimate | Estimate | Estimate
£m £m £m £m £m
No.12 | Upper Limit for 60 60 60 60 60
total principal
sums invested
over 364 days
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ANNEX 3
Arlingclose’s Economic and Interest Rate Forecast

Dec-08 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Jun-11 Sep-11 Dec-11 Mar-12

Official Bank Rate
L . L L L L L
tipside risk +0K25r +0.25] +0.50] +0.50] 0504 +0.501 +0.50
Central case 0.50 0.50 0.50 0.50 1.00 1.50 2.25 3.00 4.00 4.00
Downside risk | i 1 050 -050] -050] -0.25 -0.25 -0.25
1-yr LIBID
. L b N L T
Lpside rigk +0.25] +0.50 +0.50] +0.50 +Oi50‘ +0.501 +0.50
Ceniral case 4 1.25 1.25 1.25 1.50 2.00 2.75 3.50 4,00 4.25 4,25
Downside risk _ | 025 -025] 025 025 -025 -025
5-yr gilt
r 2 2 3 2 r b 4 2
Upside risk +0.25 ‘ +0.251 +025) +0.50p +050] +0.80i +0.5 +0.50] +0.50
Ceniral case 2.60 2.70 2.80 2.90 3.00 3.25 3.50 3.75 4.00 425
Downside risk 025 025 -025] -025 -025 -0.25 -0.25 -025 -0.25
10-yr gill
- 2 - 4 4 2 2 3
Upside risk +0.25) +0.25] +0.25] +0.25] +0.25) +0.25 +0.25] +0.25
Ceniral case 3.60 3.75 3.75 4.00 4.00 4.25 4.25 4.50 4.50 475
Downside risk | 025 -0.25 025 -0.25 -0.25 -025 -0.25| -0.25
20-yr gili
v = ¥ b 3 - ¥ ¥ r
Upside risk +025] +0.25] +0.25] +0.25] +0.25| +0.25 +025 +025] +0.25
Ceniral case 410 4.25 4.50 4.75 4,75 5.00 5.00 5.00 5.00 5.00
Downside risk | 025 -025 -0.25] -0.25 -0.25| -0.25 -025 -0.25] -0.25
50-yr gill
B B - ¥ F ¥ F ¥ 4 F
Upside risk +0.25) +0.258] +0.25] +0.50 +0.50! +G.E50| +0.501 +0.507 +05G] +0.580
Cenral case 4.00 4.25 4.50 4.50 4,50 4.75 475 475 475 4,75
Downside risk 1 _-0.25; -025 -0.25f -025] -025 -025 -025] -0.25

» The recession has taken a toli on global economies which are past the worst but stilf
valnerable, The recovery in growth i Hkely 1o be hesilant and uneven, more "W than
Y7 shaped.

# The pace and sustainability of UK recovery is still very uncertain; policy rates will remain
low for some while, GIL viglds are increasingly volatile and will remain so. ’

v

The Federal Resorve will keep policy rates on hold for an extended period. The £CB will
only hike rates after a durable upturn in growth.
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0 lving a mptions:

#The global financial system is fragile and although sentiment has
improved, economies have yet to show consistent signs of recovery.

~UK growth contracted 5.2% in the year to September. There s no
evidence of the economy exiting from recession — despite forecasts to the
contrary — which is supported by weak real economic data and rising
unemployment.,

~Looming bank regulation and capital requirements will curb banking
lending activity and is likely to be offset by a reduction in the Reserve
Rate.

~Recovery could be slow and protracted, affected by the continuing
adjustments in household, bank and public sector balance sheets.

» Official interest rates remain at 0.5%. Quantitative Easing (QE) could be
expanded to beyond £200bn to address the sluggish economy.

~Inflation is falling, albeit slowly. CPI could dip below 1% in 2009 and be
below the MP(C’s 2% target over the 2-year forecast horizon. RPI has been
negative since March. Weakened sterting remains a risk, but is likely to be
overshadowed by a slow recovery.

~#The growing budgetary imbalances and bloated central bank balance
sheets need credible and sustainable action. UK gilt supply is at record
levels; the rising ratio of debt to GDP remains unaddressed. Cuts in public
spending and tax increases are unpalatable but are necessary and
inevitable. The risk of failed gilt auctions remains high although QE is, for
now, providing an effective balance to the supply side dynamic.

~Buoyed by leading indicators and sentiment, equity markets are
overoptimistically pricing in a quick, V-shaped recovery, but earnings
growth may not be sustained over subsequent quarters.

~The likely political make-up of the next Parliament will increasingly have a
bearing on the financial markets. Already the political agenda has rapidly
shifted from the avoidance of cuts to their inevitability.
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ANNEX 4
Specified and Non Specified Investments

Specified Investments identified for use by the Council

Specified Investments will be those that meet the criteria in the CLG Guidance, i.e. the
investment

is sterling denominated

has a maximum maturity of 1 year

meets the “high” credit criteria as determined by the Council or is made with the UK
government or is made with a local autherity in England, Wales and Scotland.

the making of which is not defined as capital expenditure under section 25(1)(d} in SI
2003 No 3146 (i.e. the investment is not loan capital or share capital in a body
corporate).

“Specified” Investments identified for the Council’s use are:

Deposits in the DMQ'’s Debt Management Account Deposit Facility
Deposits with UK local authorities

Deposits with banks and building societies

Certificates of deposit with banks and building societies

*Gilts : (bonds issued by the UK government)

Bonds issued by muitilateral development banks
AAA-rated Money Market Funds with a Constant Net Asset Value (Constant NAV)

Other Money Market Funds and Collective Investment Schemes- i.e. credit rated
funds which meet the definition of a collective investment scheme as defined in St
2004 No 534 and S12007 No 573.

For credit rated counterparties, the minimum criteria will be the short-term / long-term
ratings assigned by:

Long Term Minimum  AA-
Short term F1+

The Council will also take into account information on corporate developments of and
market sentiment towards investment counterparties.

Page 21 of 23



Page 148

Appendix K
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13
Specified investments will be made within the following limits:
Instrument Country Counterparty Maximum Limit | Fitch Credit | Maximum
of investments | Rating as at | Term of
in Group 31 December | Investment
{where 2009
applicable) £m
Long | Short
Term | Term
Term Deposits UK DMO’s Debt No limit AAA | Fi+ 6 months
Management Account
Deposit Facility
Term Deposits UK Other UK Local £30m N/A N/A 364 days
Authorities {per Local
Authority)
Term Deposits/ UK Santander UK Plc £20m AA- Ft+ 364
Call Accounts (formerly known as daysAnstant
Abbey) access
Term Deposits/ UK Lloyds TSB Bank Plc £20m AA- Fi+ 364
Call Accounts {Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Bani of Scotland Plc £20m AA- Ft+ 364
Call Accounts (Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Barclays £20m AA- Fi+ 364
Call Accounts days/nstant
access
Term Deposits/ UK Clydesdale £20m AA- Fi+ 364
Call Accounts days/Instant
access
Term Deposits/ UK HSBC £20m AA F1+ 364
Call Accounts days/Instant
| access
Term Deposits/ UK Nationwide £20m AA- Fi+ 384
Call Accounts days/nstant
access
Term Deposits/ UK Rovyal Bank of Scotland | £20m* AA- F1+ 364
Call Accounts days/instant
access
AAA rated Money | UK/Ireland/ Constant Net Asset £15m in any | AAA | F1+ Instant
Market Funds Value Money Market one  institution, access
Luxembourg | Funds subject to an
overall limit in
MM Funds of
£45m
* Approval of this TMSS by the Council also approves the use of the Council’s
current banker which is Nat West Bank, part of the Royal Bank of Scotland Group.
Therefore, when maximum deposits with RBS are made (£20m} this group limit
could be exceeded temporarily by the current account credit balance remaining
overnight with Nat West Bank. There will also be the usual daylight exposure.
NB: All of the above banks and building sccieties are members of the UK Government

Credit Guarantee Scheme.
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Non-Specified Investments determined for use by the Council

Having considered the rationale and risk associated with Non-Specified Investments, the
following have been determined for the Council’s use:

in- Maximum | Capital Maximum
house maturity | expenditure? Counterparty
use Limit
Giits and bonds
" Gilts
*Bonds issued by muitilateral
development banks v {on
*Bonds issued by financiai advice
institutions guaranteed by the from 6 years No £60m

UK government, e.g. GEFCO treasury
*Sterling denominated bonds advisor)

by non-UK sovereign

governments

Government guaranteed
bonds and debt instruments
{e.g. floating rate notes) issued v
by corporate bodies (e.g. govt
bonds issued by HBOS / RBS
/ Nationwide, etc)

6 years Yes £60m

Note: In determining the period to maturity of an investment, the investment should be
regarded as commencing on the date of the commitment of the investment rather than
the date on which funds are paid over to the counterparty.
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Haringey Council Agenda ltem
Council On 22 February 2010
Report title: Financial planning 2010/11 to 2012/13
Report of: Chief Financial Officer and Director of Corporate Resources

Wards affected: All

1. Purpose

1.1 To agree the final budget and council tax for 2010/11. The housing rent increase is
also recommended for approval.

2. Introduction by Cabinet Member for Resources

2.1 The Council fully understands the financial pressures facing residents in the current
recession and is determined to help and support people through these difficult times.

2.2 This is a budget reflecting traditional Labour values. It is proposing investment of
over £7m of additional resources in front-line services, in particular for vulnerable
groups in children’s and adult’s social care and to assist families in temporary
accommodation. It is also proposed to increase volunteering and also investment in
a credit union facility to help Haringey residents with management of financial matters
and allow them to gain access to low cost finance.

2.3 In order to pay for this investment the Council will be delivering over £7m of efficiency
savings across the Council. While the next few years will not be easy, | believe we
must continue to reflect traditional Labour values. | believe there is room for further
efficiency savings and no need to cut valuable and appreciated front-line services.

3. Recommendations

3.1 To note the earlier debate on the ‘state of the borough’ and the proposed budget
package agreed by Cabinet on 26 January 2010.
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3.2

3.3

3.4

3.5
3.6
3.7

3.8

To note the final grant settlement and agree the way forward as outlined in the report
in respect of the additional budget changes and the position on levying authorities.

To agree the final general fund budget as attached at appendix A and the business
unit cash limits set out in appendix C.

To note the final housing rent subsidy determination and agree the proposed Housing
Revenue Account budget and average rent increase of 1.3%.

To note the Greater London Authority precept.
To agree the reserves policy attached at appendix E.

To pass the budget resolution in the specified format as set out in appendix F and the
consequent freeze in council tax.

To note the comments of the General Purposes Committee and the Audit Committee
and to agree the revised Treasury Management Strategy Statement attached at
appendix G.

Report authorised

by:
Gerald Almeroth, Chief Financial Officer

Contact officer: Gerald Almeroth, Chief Financial Officer

Telephone: 020 8489 5972

4. Executive Summary

4.1 This report finalises the 2010/11 budget and proposes a council tax freeze. The
Housing Revenue Account budget is finalised with a recommended average rent
increase of 1.3%. The report also seeks approval for the reserves policy and the
revised treasury management strategy statement.

5. Reasons for any change in policy or for new policy development

5.1  The budget is designed to deliver the Council’s existing policy framework.

6. Local Government (Access to Information) Act 1985
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The following background papers were used in the preparation of this report:
e Report of the Director of Corporate Resources and Chief Financial Officer
to Cabinet on 26 January 2010
e Final Local Authority Finance Revenue Support Grant for 2010/11

The final local authority finance settlement is accessible at:

http://www.local.communities.gov.uk/finance/1011/grant.htm

71

7.2

7.3

7.4

8.1

Background

On 26 January 2010 the Cabinet proposed to the Council a general fund
budget package with a total budget requirement of £416.587m including
dedicated schools grant. This was subject to the decisions of levying and
precepting authorities. The Cabinet report and budget package is the subject
of debate earlier at this meeting.

This final report considers:

the final grant settlement, rent subsidy determination and other changes;
decisions of levying and precepting authorities;

the robustness of the Council’s budget process;

the adequacy of the Council’s reserves, and;

the revised Treasury Management Strategy Statement.

The report concludes by presenting the budget resolution to set the council
tax for 2010/11.

The report is supported by six appendices:

appendix A sets out the gross budget trail;

appendix B tracks the resource shortfall over the budget process;
appendix C sets out the service cash limits;

appendix D estimates the potential financial impact of known risks;
appendix E sets out the reserves policy;

appendix F is the formal budget resolution, and;

appendix G is the revised Treasury Management Strategy Statement.

Key developments

Final settlement and other changes
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The final settlement was announced on 20 January 2010. It confirms the
proposals as per the consultation in the provisional settlement announcement
on 26 November 2009. The formula based revenue support grant figures are
the same as previously reported in the three year settlement issued in
2008/09. There are a relatively small number of changes in specific grants
that have do not have any significant impact.

The consultation with businesses took place on 20 and 27 January 2010. A
number of service specific issues were raised at the meetings and it is
proposed that these are dealt with by the Director of Urban Environment.
There are no changes to the budget proposals arising from these comments.

Central government approved Haringey’'s application to have the potential
impairment of losses on recovery of Icelandic deposits capitalised over a
twenty year period. The budget proposals include an amendment to allow for
the revenue implications of this with the first year covered by a contribution
from the capital financing reserve.

As previously reported the final cash amount for dedicated schools grant
(DSG) will not be known until the formal January pupil count is completed.
Early indications are that this shows a slight reduction in pupil numbers. A
budget adjustment will be proposed when the final figures are confirmed.

The new arrangements and funding for post 16 education replacing the
Learning Skills Council have still to be finalised. The funding rates for next
year have been held at the current year levels although the bids for course
funding from individual schools and colleges will not be decided until March.

For the Housing Revenue Account (HRA) the draft and final housing rent
subsidy determinations were delayed this year with the final announcement
not being made until 3 February 2010. The consultation with tenants and
other stakeholders was therefore also delayed. The closing date for the
consultation was 1 February 2010. The results are that 43% of the 239
respondents provided a positive comment; 38% a negative comment and
19% a neutral comment. Some negative comments are service related and
these are being followed up by Homes for Haringey. A report on the HRA
budget was also considered by the Overview and Scrutiny Committee on 1
February 2010.

The final subsidy determination did propose some changes to the formula
caps and limits, however, the overall impact remains the same as included in
the Cabinet report earlier on this agenda. The housing revenue account
budget is as per previously proposed and the average rent increase for
2010/11 is therefore recommended as 1.3%.

Levying bodies

The Board of the North London Waste Authority met on 10 February 2010
and agreed a standstill budget in overall terms for 2010/11. Although the total
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estimated cost has risen from £63.8m to £65.6m this increase is offset by
balances generated by a projected underspend this financial year.

The allocation of the levy to individual boroughs is calculated on a combined
basis of council tax base and tonnages for the final year, moving fully to
tonnages from 2011/12. Whilst the levy for household waste is slightly below
the budget, the charge for non-household waste has increased significantly,
however this is partially offset by some additional income expected from the
sale of recyclable material.

The levy from the London Pensions Fund Authority in respect of residual
employer liabilities is to reduce estimated £21k (5%) for Outer London
boroughs. The issue of funding the pensioner sub-fund debt has not yet been
resolved however, a prudent approach has been adopted and the full
provision is included in the budget.

The other levies have frozen their charges for 2010/11, it is therefore
proposed that no further adjustments to the proposed budget is required.

The Greater London Authority precept

The Greater London Authority (GLA) set its precept on 10 February 2010.
The band D rate set by the GLA is £309.82, which represents a freeze on the
precept for the current year and is in line with the GLA consultation as
reported to Members previously.

Consequential changes

The overall impact of the above factors is that the Council’s total budget
requirement is as previously reported to Cabinet at £416.587m. Of this it is
estimated that £170.992m of this will be funded by the dedicated schools
grant leaving a net budget requirement of £245.595m. The net budget
requirement is an increase of 0.96% over the previous year.

The Haringey part of the council tax is £1,184.32 (a freeze over 2009/10
levels) and the overall band D council tax, including the GLA precept, is
£1,494.14 (again an overall freeze over 2009/10). The final budget trail and
resource shortfall tracker are at appendices A and B respectively.

The Council operates a medium term financial planning process and
therefore considers draft budgets and council tax levels for the years 2010/11
to 2012/13. The budget for 2010/11 is shown as balanced with all savings
proposals clearly identified. The latter two years include a significant level of
target savings, reflecting the expected restriction in public spending, for which
detailed plans for delivery will need to be worked up in the coming year. A
strategic approach for meeting this challenge is set out in the budget report.
Robustness of the budget process

The Chief Financial Officer is required by section 25 of the Local Government
Act 2003 (the 2003 Act) to report on the robustness of the estimates made for
the purposes of final budget calculations.
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The Council’s budget process is defined at the strategic level by the Council’s
key priorities aligned to the Community Strategy. These priorities are given
effect in the Council Plan through the business planning process. This is
underpinned at the detailed level by business plans for the year ahead and a
pre-business plan review (PBPR) as part of the strategic service planning
process.

This year the PBPR’s covered:

e vision and progress on current objectives;

e service performance in the current year including where remedial action is
required to achieve performance targets;

e financial performance and awareness including services positions on
demonstrating value for money in line with the vfim matrix of performance,
efficiency and perception;

e progress on managing other resources including people and workforce
planning; natural resources; asset management and work methods and
technology;

e monitoring of risks through the risk management process;

e strategic service planning objectives;

e external factors and influences, including new legislation, national policy or
demographic changes;

e progress on the implementation of agreed efficiency savings and impact of
previously agreed investments, and;

e new efficiency savings and investment proposals.

The draft documents were subject to detailed review at officer and Cabinet
Member level including at internal budget challenge meetings before the
wider public consultation process.

The PBPR’s were considered in the budget scrutiny process at Overview and
Scrutiny Committee and were the basis for wider consultation on the budget
options. They were then used to derive the Cabinet’'s budget proposals for
2010/11.

The PBPR process is complemented by the regular cycle of budget
management and performance review. This involves detailed monthly
evaluation of budget, performance and workforce information at both officer
and Cabinet Member level. The Council’s risk management process also
underpins, and is reflected in, all the above activities. The final budget
package is the subject of an equalities impact assessment the results of
which will feed into the final business plans for implementation from April
2010.

The product of these analyses and review activities were summarised in the
report to the Cabinet on 26 January 2010. That report also set out the major
financial risk areas, which needed to be taken into consideration. The Chief
Financial Officer is satisfied that the above constitutes a robust process for
the derivation of the calculations set out in this report.

Adequacy of reserves
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Section 25 of the 2003 Act also requires the Chief Financial Officer to report
on the adequacy of proposed reserves. To ensure that resource decisions
are soundly based and consistent, the reserves policy is appended for
approval.

In consideration of the reserves position, it is first necessary to consider
budget management information in respect of the current year. The report of
the Chief Executive and Chief Financial Officer to the Cabinet meeting on 23
February 2010 is projecting a net overspend of £2.1m for general fund
revenue services, a projected balanced position on Dedicated Schools Grant
and a projected underspend of £0.6m on the Housing Revenue Account.
There was also a projected capital underspend of £18.7m (10%) mainly in
relation to Building Schools for the Future. The general fund revenue
overspend relates mainly to Children’s Services and the additional investment
required in this service to meet these demands has been taken into account
in the budget plans.

The report to Cabinet also notes that the Council is performing reasonably
well with 62% of the indicators achieving or close to target at the end of
December.

The following paragraphs comment on each of the reserves:

General fund general reserve

10.5.1 The judgement on the adequacy of the general fund general reserve needs to

reflect the risk management and financial control processes that are in place,
and the residual risk of emergencies or unexpected events. For this purpose
identification of the key risks is done in three ways:

e identification of risks during the financial planning and budget setting
process as set out in the report to Cabinet on 26 January 2010 and
concurrently at this Council meeting;

e risk assessment of the agreed investment and savings proposals in the
agreed budget package, and;

o key risks identified, monitored and managed through the Council’s risk
management strategy and framework.

10.5.2 The calculation of the potential financial impact of these assessed risks has

been done and in the light of this, it is regarded that £10m is an appropriate
target level for the general fund general reserve over the three-year financial
planning period combined with the £10m risk reserve as shown below. The
risks set out in appendix D assess a potential financial impact at £18.6m; the
Chief Financial Officer therefore regards the £20m figure as a prudent level to
set aside.

10.5.3 The £10m target for general balances represents 4% of the Council’s net

10.6

budget requirement for 2010/11.

HRA reserve
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10.6.1 The judgement on the adequacy of the HRA general reserve needs to reflect
the risk management and financial control processes that are in place, and
the residual risk of emergencies or unexpected events. This was evident this
year with the additional fire safety works required and the commitment to a
new one-off investment in the region of £2m.

10.6.2 In the light of this, £5m is regarded as an appropriate target level for the HRA
general reserve over the three-year financial planning period. The 2010/11
budget is balanced with a call on the reserve to fund some of the one-off
investment above. However, there is a target of £2m of ongoing revenue
savings to be identified for 2011/12. The Chief Financial Officer therefore
considers this reserve target to be a prudent level. This represents
approximately 5% of the HRA turnover for 2010/11, broadly the same as last
year.

10.7 Schools reserve

10.7.1 The amount in the schools reserve is a consequence of the funding and
spending of individual schools. A proportion of it reflects earmarked funding
for future schools projects. The current expected level of the reserve at
£6.6m represents 4.4% of the schools core funding. The projection for
2010/11 will not be finalised until individual schools budgets are calculated,
which is subject to the pupil count data. A loan scheme has been introduced
with the agreement of the school’s forum, which acts like the Council’s own
sustainable investment fund (SIF) and allows schools to borrow to invest in
energy and carbon reducing improvements that can be repaid back to the
general schools balances.

10.8 Services reserve

10.8.11t is Council policy that service under and over spends are retained by the
relevant service subject to approval by the Cabinet in the year end financial
outturn report. This reserve earmarks those funds to be carried forward to the
following financial year.

10.9 Insurance reserve

10.9.1 The insurance reserve is kept under review by the Head of Audit and Risk
Management with the assistance of the Council's insurance adviser. A key
variable is the split between this reserve and the level of insurance provision
held elsewhere in the balance sheet. An actuarial review was carried out on
this reserve last year. It concluded that this reserve was over-provided and a
release of £3m was agreed to fund capital expenditure this in 2009/10. The
Chief Financial Officer is satisfied that the reserve constitutes adequate
protection in respect of the self-insured risk. This self-insurance reserve is in
addition to the separately procured insurance with a consortium of other
London boroughs.

10.10 PFIl reserve

10.10.1 The PFI reserve reflects the new arrangements following the suspension of
services within the PFI contract. The opening figure reflects the remaining

8
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element after taking into account the pre-payment previously included
elsewhere in the balance sheet. The reserve will be used to manage the
lifecycle fund requirements for schools in the suspended services period
during the Building Schools for the Future investment programme.

Infrastructure reserve

10.11.1 The infrastructure reserve is a key financing resource for the programmes of

renewal of assets for IT and property. This assists in spreading the costs of
core replacement of assets as well as managing asset improvement
programmes. It is current policy that revenue and capital underspends in
these services are transferred to this reserve for future use. The table below
reflects in particular the current phasing of the accommodation strategy.

10.11.2 The infrastructure reserve will remain in place to spread the cost of future

10.12

infrastructure renewal programmes.

General fund risk reserve

10.12.1 The risk reserve is specifically earmarked for managing potential risks in

light of the product of the Council’s risk management process.

10.12.2 This reserve is managed alongside the general fund general reserve as set

10.13

out above and guards against the financial consequences of the residual risk
of emergencies or unexpected events. There is also likely to be a need for
additional financial flexibility in the next few years as central government looks
to reduce public spending. The Chief Financial Officer considers that the
level of this reserve is at a prudent level.

Financing reserve

10.13.1 The financing reserve is a key tool for managing the impact of financial plans

10.14

from one year to another. This reserve requires balances to be at different
levels year to year depending on the demand as identified through previous
and current budget plans. This includes an amount set aside for the potential
impact of the change in the subsidy regime in respect of temporary
accommodation as it comes into effect from 1 April 2010. Focussed effort
has been in place to reduce this impact by reducing temporary
accommodation numbers and rent costs, but it is possible that there still may
be some residual impact in the new financial year. The overall balance on the
financing reserve at 1 April 2010 is estimated to be £8m.

Debt repayment / capital reserve

10.14.1 This reserve is used to set aside money that the Council has for repaying

outstanding debt in the future and / or for the purposes of setting aside money
earmarked for future capital investment. The decision on whether this is used
to repay debt or utilised for other purposes will be made by Members. A sum
of £9.6m included here reflects early repayment of a debt to the Council by
Middlesex University. This could have been used to fund the impairment from
the non-recovery of deposits in Icelandic banks, however, central government
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have allowed this to be capitalised over twenty years to this amount remains
uncommitted.

10.15 HRA major repairs reserve

10.15.1 The balance on this reserve represents the amount unspent of the major
repairs allocation (MRA) and will be used for future housing capital spend.
This has been inflated in recent years as the government has allowed Decent
Homes funding to be brought forward.

Overall

10.16 The estimates of the opening and closing position of the general, HRA and
other earmarked reserves for 2010/11 are as follows:

At April Change At March
2010 10/11 2011

General: fm fm fm

General fund general reserve 11 0 11
HRA general reserve 7 (3) 4

Earmarked:

Schools

Services

Insurance

PFI

Infrastructure

—
—

General fund risk

Financing

—

Debt repayment / capital

—
N
N—
—

WO O|WOIO|Oo
I aNOoO|Ww|hjO|O|O

Housing repairs

Total 77 (16) 61

The table reflects the planned use of balances for the general fund and HRA
as agreed in the financial strategy. The general fund general reserve
(balances) is estimated to be £11m in March 2011 and £11m at March 2012.
In overall terms the Chief Financial Officer considers the level of reserves for
the Council to be adequate in light of the overall arrangements as set out in
this report.

1 Cash limits and budget resolution

11.1  The net service cash limits for 2010/11 and the formal budget resolution are
at appendices C and D respectively. The cash limits shown are before capital
charges and overhead allocations.

12 Treasury Management

12.1 The Cabinet at its meeting on 26 January 2010 received the draft annual
Treasury Management Strategy Statement (TMSS) which under the CIPFA

10
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Code of Practice on Treasury Management must be adopted by the full
Council. CIPFA has recently issued a revised Code of Practice in response
to the turmoil in financial markets and it makes changes principally to the
governance and scrutiny arrangements. The Council has implemented this
and sought comments from both General Purposes Committee and the Audit
Committee and revised the final TMSS, which is now attached at appendix G.

The comments and feedback from the Committees during this process are
set out below:

General Purposes Committee
e agreed the content of the policy and strategy, and;
e requested review of use of mutual / smaller building societies later in
the year for possible inclusion in the counterparty list subject to
sufficient checks on security.

Audit Committee

e agreed to the recommending counterparty list on the revised basis of
the CIPFA code whereby recognition is given to the credit ratings
provided by all three of the main agencies (Fitch, Moody’s and
Standard and Poor’s);

¢ that caution be applied when reviewing the review later in the year to
include some foreign banks on the counterparty list;

e recommended the strategy included some detail as to the real time
information monitoring and assessment process, which is acted upon
with immediate effect;

e ensure Members of the Audit Committee have the relevant training;

e expand on details of the policy to carry out internal borrowing from
cash deposits rather than use external borrowing whilst current interest
rates on deposits was so low, and;

e emphasized the priority for the security of capital in the investment
strategy.

All of the above comments are taken on board either in the proposed TMSS
or will be included in the future plans as appropriate. The TMSS still only
includes the recommended UK major institutions that are part of the UK
government’s credit guarantee scheme. The only significant amendment was
the increase in the limits for the AAA money market funds, endorsed by both
Committees.

Summary and conclusions

This report finalises the 2010/11 budget and proposes a council tax freeze.
The recommended average rent increase is 1.3% in line with the government
formula. The level of reserves is also reported and is considered to be

adequate.

Comments of the Head of Legal Services
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14.1 The Head of Legal Services confirms that this financial planning report is part
of the budget strategy and fulfils the Council’s statutory requirements in
relation to the budget.
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Gross Budget Trail

Budget brought forward

Changes and variations
Inflation

Changes agreed in previous years budget processes
Changes and variations agreed in this years process

Investments

Up to 2008/09 process

2009/10 process

Investments in 2010/11 process
Less investment fund provision

Savings
Up to 2008/09 process

2009/10 process

Savings in 2010/11 process
Less target savings

Future savings to be identified

Dedicated schools grant (DSG)
Passporting of DSG
Prior year adjustment for actual pupil numbers

Balances

Contribution to / (from) balances 2007/08 process
Contribution to / (from) balances 2008/09 process
Contribution to / (from) balances 2009/10 process

Gross Council budget requirement
Less dedicated schools grant (specific grant)
Net Council budget requirement

Funding
Council tax (see below)

Government revenue support grant & redistributed NNDR

Resource shortfall/(excess)

Council tax

Council tax (LBH)

Council tax base (after provision for non-recovery)
Precept

Rate of council tax increase (Haringey element)
GLA rate of council tax increase

Combined council tax increase

£ per week increase (Haringey element)

Appendix A

2010/11 2011/12 2012/13
£'000 £'000 £'000
408,833 416,587 423,300
7,310 8,900 9,300
4,850 3,759
(7,378) 4,889 1,200
570 (300) 0
129 54 0
7,919 (392) (203)
(3,200)
5,418 (638) (203)
(6,467)
(1,316) (7,130)
(2,131) (89) (433)
2,000 3,722
(11,830) (8,176)
(7,914) (15,327) (8,609)
6,491 5,130 5,284
(1,074)
5,417 5,130 5,284
(2,645)
696
2,000
416,587 423,300 430,272
(170,992) (176,122) (181,406)
245,595 247,178 248,866
100,970 103,999 107,119
144,625 143,179 141,747
245,595 247,178 248,866
0 0 0
£ £ £
1,184.32 1,219.85 1,256.44
85,256 85,256 85,256
100,970,386 103,999,532 107,119,049
0.0% 3.0% 3.0%
0.0% n/a n/a
0.0% n/a n/a
£0.00 £0.68 £0.70



Page 164

Resource Shortfall Tracker

Position at end of 2009/10 process

Update for 2010/11 process

- inflation

- assumed formula grant increase at current 1.5%
- assumed increase in council tax at 3%

Changes and variations previously reported

- pension fund employers contribution

- estimated formula grant reductions - 1% below 2010/11
- NLWA - waste disposal

- new investment fund

- reduced pay award inflation 2009/10

- reduced pay award inflation 2010/11

- capital financing planned SCE [R]

Council Tax
Proposed freeze on council tax (previously assumed 3%)

Position as at 17 November 2009

Changes and variations now reported

- single status estimated additional cost

- concessionary fares reduction in London grant

- temporary borrowing for capital programme

- carbon reduction commitment trading cost

- employer's NI further 0.5% increase

- reduced interest earnings

- net cost of free personal social care

- improved energy contract prices

- reduced pay award inflation for 2011/12 and 2012/13
- reduced general inflation provision

- insurance consortium contract savings

- reduced waste disposal costs at NLWA in 2010/11
- use of LABGI

- part release of general contingency

- temporary accommodation provision adjustment

- capitalisation of estimated deposit impairments

- funding from capital financing reserve for 2010/11

Investments

Changes to pre-agreed investments
Proposed new investments and growth
Less growth provisions already assumed:
- children's services - safeguarding

Savings
Changes to pre-agreed savings

Proposed new savings
Less previously assumed target savings
Future savings to be identified

Council Tax
Increase in the tax base

Position as at 22 February 2010

Appendix B
201011 201112  2012/13 Total
£'000 £'000 £'000 £'000
0 0 0 0
9,300 9,300
(2,202) (2,202)
(3,206) (3,206)
0 0 3,892 3,892
500 1,500 2,000
3,616 3,634 7,250
1,000 1,000 2,000
1,000 1,000 2,000
(1,500) (1,500)
(1,500) (1,500)
400 400 800
(3,000) 6,516 7,534 11,050
3,022 91 93 3,206
22 6,607 11,519 18,148
820 820
1,050 1,050
120 120
500 500
700 700
800 800
250 250 500
(1,600) (1,600)
(1,550) (1,600) (3,150)
(1,100) (1,100) (1,100) (3,300)
(500) (500)
(1,900) 1,900 0
(1,278) 1,278 0
(1,040) (1,040)
(500) (500)
511 511
(511) 511 0
(4,378) 1,989 (2,700) (5,089)
150 (150) (60) (60)
7,769 (242) (143) 7,384
(3,200) (3,200)
4,719 (392) (203) 4,124
474 (21) (433) 20
(2,605) (68) (2,673)
2,000 3,722 5,722
(11,830) (8,176)  (20,006)
(131) (8,197) (8,609)  (16,937)
(232) (7) (7) (246)
0 0 0 0
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NET REVENUE CASH LIMITS 2010/11

BUSINESS UNIT

£'000
Benefits and Local Taxation 476
Corporate Finance & Director 4,825
Corporate Procurement 1,259
Property Services 9,798
Legal (1,165)
Access and Customer Focus 20,577
TOTAL CORPORATE RESOURCES 35,770
Human Resources & Assistant Chief Executive 2,472
Organisational Development & Learning 1,314
Local Democracy 1,501
TOTAL PEOPLE AND ORGANISATIONAL DEVELOPMENT 5,287
Adult Social Care & Director 54,924
Recreation Services 4,593
Learning, Libraries and Culture 4,884
Commissioning & Strategy 2,522
TOTAL ADULTS, CULTURE AND COMMUNITY SERVICES 66,923
Safer & Stronger Communities 6,604
Policy, Performance & Director 2,838
Communications 916
TOTAL POLICY, PERFORMANCE, PARTNERSHIPS AND
COMMUNICATIONS 10,358
Change for Children 3,232
Children and Families 45,986
School Standards and Inclusion 1,090
Business Support and Development 10,527
Individual Schools Budget -
TOTAL CHILDREN AND YOUNG PEOPLE 60,835
Planning, Regeneration and Economy & Director 3,813
Front Line Services 27,678
Housing Services 5,782
TOTAL URBAN ENVIRONMENT 37,273
Non Service Revenue (including capital financing, levies etc) 26,144
TOTAL NON SERVICE REVENUE 26,144
Chief Executive & Electoral Services 3,006
TOTAL CHIEF EXECUTIVE 3,006
TOTAL CASH LIMIT GENERAL FUND 245,595
Housing Revenue Account 2,871
CASH LIMIT INCLUDING HRA 248,466

APPENDIX C
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Adequacy of Reserves — Risk Assessment

Three key assessment areas:

Appendix D

1. identification of risks during the financial planning and budget setting
process as set out the report to Council on 9 February;
2. risk assessment of the agreed investment and savings proposals in the

agreed budget package, and;

3. key risks identified, monitored and managed through the Council’s risk
management strategy and included in the corporate risk register.

Budget Risk Residual
exposure
1. Budget process £m % £m
- Temporary accommodation 7.0 75% 3.7
- Looked after children 19.0
- Employment costs 2.0 | Low to
- Supporting people (grant reduction) 1.0 | medium
- Asylum 1.0 | risk / 10%
- Economic recession 15| to 50%
- Adult social care 49.0 | residual
- Waste disposal 7.9 | impact
- Interest earnings 2.0
- Alexandra Palace and Park 2.0 11.8
92.4 15.5
2. Savings & investment proposals
- total savings in 2010/11 7.9 | Low to 2.2
med / 10%
to 50%
- total new investments in 2010/11 7.9 | Very low 0.0
risk of
negative
financial
impact
2.2
3. Corporate Risk Register Impact
(not already dealt with in 1. above) score (from
risk
register)
- Data quality 4
- Treasury management 2
- Capital / project delivery 3
- Corporate IT systems 4
- Business continuity plans 2
1.5
4. Unidentified risks 3.0
Less earmarked reserves for the (3.6)
above
Grand total 18.6
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Appendix E

Haringey Council

Reserves policy

Background

1

Sections 32 and 43 of the Local Government Finance Act 1992 require
local authorities to consider the level of reserves when setting a budget
requirement. Section 25 of the Local Government Act 2003 requires
the Chief Financial Officer (Section 151 Officer) to report formally on
the adequacy of proposed reserves when setting a budget
requirement. The accounting treatment for reserves is set out in the
Code of Practice on Local Authority Accounting.

CIPFA has issued Local Authority Accounting Panel (LAAP) Bulletin
No.55, Guidance Note on Local Authority Reserves and Balances.
Compliance with the guidance is recommended in CIPFA’s Statement
on the Role of the Chief Financial Officer in Local Government.

This note sets out the Council’s policy for compliance with the statutory
regime and relevant non-statutory guidance.

Overview

4

The Council’s overall approach to reserves will be defined by the
system of internal control. The system of internal control is set out, and
its effectiveness reviewed, in the annual Statement of Internal Control
and in the future incorporated within the Annual Governance
Statement. Key elements of the internal control environment are
objective setting and monitoring, policy and decision-making,
compliance with statute and procedure rules, risk management,
achieving value for money, financial management, and performance
management.

The Council will maintain:
e ageneral fund general reserve;

e a housing revenue account (HRA) general reserve; and
e a number of earmarked reserves.

General fund general reserve

6

The purpose of the general reserve is to manage the impact of
emergencies or unexpected events. Without such a reserve, the
financial impact of such events could cause a potential financial deficit
in the general fund, which would be severely disruptive to the effective
operation of the authority. The reserve should mitigate against
immediate service reductions if there were any unforeseen financial
impacts.
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The level of the general reserve is a matter for the Council to determine
having had regard to the advice of the S151 Officer. The level of the
reserve will be a matter of judgement which will take account of the
specific risks identified through the various corporate processes. The
level will be expressed as a target cash sum over the period of the
general fund medium-term financial strategy. The level will also be
expressed as a percentage of general fund requirement (to provide an
indication of financial context).

HRA general reserve

8

The purpose of the HRA general reserve is similar to the general fund
general reserve above except applied to the HRA.

Earmarked reserves

9

10

The purpose of earmarked reserves is to enable sums to be set aside
for specific purposes or in respect of potential or contingent liabilities
where the creation of a provision is not required.

The Council will maintain the following earmarked reserves:

1. schools reserve: the net unspent balance of delegated funds
managed by schools;

2. services reserve: the net unspent balance of service budgets
where the Cabinet has agreed that such sums should be
carried-forward for use in subsequent years;

3. insurance reserve: funds set aside to meet internally-insured
liabilities where the creation of a provision is not required;

4. PFI reserve: funds set aside from specific PFI grant from the
government to meet payments to be made to the Council’s
secondary schools PFI provider; this will be required to manage
lifecycle funds during the suspended services period;

5. infrastructure reserve: specific funds set aside for the planned
maintenance and renewal of infrastructure assets for IT and
Property including the transfer of revenue and capital
underspends from year to year;

6. risk reserve: funds set aside in respect of key financial risks
identified through the risk management process, where the
creation of a provision is not required;

7. financing reserve: a reserve to enable multiple-year medium-
term financial strategies in the context of the annual budgeting
and accounting cycle;
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8. debt repayment / capital reserve: used to set aside money that
the Council has for repaying outstanding debt in the future or
resolving other debt issues, and monies earmarked for future
capital funding, and;

9. major repairs reserve (HRA): the balance on this reserve
represents the amount unspent of the major repairs allocation
(MRA) and will be used to meet housing capital expenditure in
future years

Management and control

11

12

13

The schools reserve, the insurance reserve, and the PFIl reserve are
clearly defined and require no further authority for the financing of
relevant expenditure.

The use of all other reserves requires budgetary approval in the normal
way.

All reserves are reviewed as part of the budget preparation, financial
management and closing processes.

Reporting and review

14

15

The Council will consider a report from the S151 Officer on the
adequacy of the reserves in the annual budget-setting process. The
report will contain estimates of reserves where necessary. The General
Purposes Committee will consider actual reserves when approving the
statement of accounts each year.

The Council will review the reserves policy on an annual basis.
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COUNCIL TAX RESOLUTION

1. That it be noted that on 13 January 2010 the Chief Financial Officer in
consultation with the Cabinet Member for Resources agreed the amount of
85,256 as the council tax base for the year in accordance with regulation 3
of the Local Authorities (Calculation of Council Tax base) Regulations
1992 made under Section 33(5) of the Local Government Finance Act
1992.

2. That the following amounts now be calculated by the Council for the year
2010/11 in accordance with the Sections 32 to 36 of the Local Government
Finance Act 1992.

(a) £933,264,680 being the aggregate of the amounts which the
Council estimates for the items set out in Section 32(2) of
the Act.

(b) £687,669,680 being the aggregate of the amounts which the
Council estimates for the items set out in Section 32(3) of
the Act.

(c) £245,595,000 being the amount by which the aggregate at 2(a)
above exceeds the aggregate at 2(b) above, calculated
by the Council, in accordance with the Section 32(4) of
the Act, as its budget requirement for the year.

(d) £144,624,877 being the aggregate of the sums which the Council
estimates will be payable for the year into its general fund
in respect of redistributed non-domestic rates, revenue
support grant, additional grant, or SSA reduction grant
increased by the amount of the sums which the Council
estimates will be transferred in the year from its collection
fund to its general fund in accordance with Section 97(3)
of the Local Government Act 1998 or reduced by the
amount of sums which the Council estimates will be
transferred in the year from its general fund to its
collection fund in accordance with Section 97(4) of the
Local Government Finance Act 1998 and increased by
the amount of any sum which the Council estimates will
be transferred from its collection fund to its general fund
pursuant to the Collection Fund (Community Charges)
directions under Section 98(4) of the Local Government
Finance Act 1998 made on 7 February 1994 or reduced
by the amount of any sum which the Council estimates
will be transferred from its general fund to its collection
fund pursuant to the Collection Fund (Community
Charges) directions under Section 98(5) of the Local
Government Finance Act 1998 made on 7 February 1994.

(e) £1,184.32 being the amount at 2 (c) above less the amount at 2(d)
above, all divided by the amount at 1 above, calculated
by the Council, in accordance with Section 33(l) of the
Act, as the basic amount of its council tax for the year.

E:\moderngov\Data\AgendaltemDocs\8\9\4\ Al00020498\FinancialPlanningAppF0.doc
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(f) Valuation Bands

£
789.56
921.14
1,052.73
1,184.32
1,447.39
1,710.70
1,973.87
2,368.65

IOTMMmMOoOO >

Being the amounts given by multiplying the amount at 2(e) above the
number which, in the proportion set out in Section 5(I) of the Act, is
applicable to dwellings listed in a particular valuation band divided by the
number in which that proportion is applicable to dwellings listed in
valuation band D, calculated by the Council, in accordance with Section
36(l) of the Act, as the amounts to be taken into account for the year in
respect of categories of dwellings listed in different valuation bands.

3. That it be noted that for 2010/11 the amounts in precepts issued to the
Council, in respect of the Greater London Authority and its functional
bodies, in accordance with Section 40 of the Local Government Finance
Act 1992, for each of the categories of dwellings shown below:

Valuation Bands

£
206.55
240.97
275.40
309.82
378.67
447.52
516.37
619.64

IOTMMmMOoOOm>

4. That having calculated the aggregate in each case of the amounts at 2(f)
and 3 above, the Council, in accordance with Section 30(2) of the Local
Government Finance Act 1992, hereby sets the following amounts as the
amounts of Council Tax for the year 2010/11 for each of the categories of
dwellings shown below.

Valuation Bands

£

996.11
1,162.11
1,328.13
1,494.14
1,826.06
2,158.22
2,490.24
2,988.29

IOTMMmMOoOO >

E:\moderngov\Data\AgendaltemDocs\8\9\4\ Al00020498\FinancialPlanningAppF0.doc
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Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Contents

1. Background

2. Balance Sheet and Treasury Position
3. Outlook for Interest Rates

4. Borrowing Requirement and Strategy
5. Debt Rescheduling

6. Investment Policy and Strategy

7. Balanced Budget Requirement

8. 2010/11 MRP Statement

9. Reporting

10. Other Items

Annexes

1. Current and Projected Portfolio Position
2. Prudential Indicators

3. Interest Rate Outlook

4. Specified and non-specified Investments for use by the Council

Appendix G
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Appendix G
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Background

The Chartered Institute of Public Finance and Accountancy’s Code of Practice for
Treasury Management in Public Services (the “CIPFA TM Code”) requires local
authorities to determine the Treasury Management Strategy Statement (TMSS).
This statement also incorporates the Investment Strategy. Together, these cover
the financing and investment strategy for the forthcoming financial year.

In response to the financial crisis in 2008 and the collapse of the Icelandic banks,
CIPFA has recently revised the TM Code and Guidance Notes as well as the
Prudential Indicators. The Department for Communities and Local Government
(CLG) is currently in the process of revising and updating the Investment
Guidance. In the event that the official guidance differs from the draft, and
changes are required to be made to this strategy, appropriate amendments will be
made and placed before members of the General Purposes Committee for
recommendation to the Council for adoption.

CIPFA has defined Treasury Management as:

“the management of the organisation’s investments and cash flows, its banking,
money market and capital market transactions; the effective control of the risks

associated with those activities; and the pursuit of optimum performance consistent
with those risks.”

The Council is responsible for its treasury decisions and activity. No treasury
management activity is without risk. The successful identification, monitoring and
control of risk is an important and integral element of its treasury management
activities. The main risks to the Council’s treasury activities are:

Liquidity Risk (Inadequate cash resources)

Market or Interest Rate Risk (Fluctuations in interest rate levels)
Inflation Risk (Exposure to inflation)

Credit and Counterparty Risk (Security of Investments)
Refinancing Risk (Impact of debt maturing in future years)
Legal & Regulatory Risk

The strategy also takes into account the impact of the Council’'s Revenue Budget
and Capital Programme on the Balance Sheet position, the current and projected
Treasury position (Annex 1), the Prudential Indicators (Annex 2) and the outlook
for interest rates (Annex 3).

The purpose of this Treasury Management Strategy Statement is to approve:

e Treasury Management Strategy for 2010-11 (Borrowing - Section 4, Debt
Rescheduling - Section 5, Investments - Section 6)

e Prudential Indicators — Annex 2 (NB - Pl No. 6 - The Authorised Limit is a
statutory limit)

e MRP Statement — Section 8
e Use of Specified and Non-Specified Investments — Annex 4

Page 2 of 23



Page 177

Appendix G
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Balance Sheet and Treasury Position

1.6.

1.7.

1.8.

1.9.

1.10.

The underlying need to borrow for capital purposes as measured by the Capital
Financing Requirement (CFR) together with Balances and Reserves are the core
drivers of Treasury Management Activity. The estimates, based on the current

Revenue budget and Capital Programmes, are set out below:

31 Mar 10 3MMar11 | 31 Mar12 | 31 Mar 13
Estimate Estimate Estimate | Estimate
£000 £000 £000 £000
CFR 677,587 718,766 777,471 822,786
Balances & Reserves 18,025 15,687 16,076 16,076
Net Balance Sheet 659,562 | 703,079 | 761,395| 806,710
Position

The Council’s level of physical debt and investments is linked to these components
of the Balance Sheet. The current portfolio position is set out at Annex 1. Market
conditions, interest rate expectations and credit risk considerations will influence
the Council’s strategy in determining the borrowing and investment activity against
the underlying Balance Sheet position.

The CFR represents the level of borrowing for capital purposes. Consequently,
revenue expenditure cannot be financed from borrowing. Net physical external
borrowing should not exceed the CFR other than for short term cash flow
requirements. It is permissible under the Prudential Code to borrow in advance of
need up to the level of the estimated CFR over the term of the Prudential
Indicators. Where this takes place the cash will form part of its invested sums until
the related capital expenditure is incurred. This being the case net borrowing
should not exceed the total of the CFR in the preceding year plus the estimates of
any additional CFR for the current and next two financial years other than in the
short term due to cash flow requirements.

The move to International Financial Reporting Standards (IFRS) has implications
for the Capital Financing Requirement components on the Balance Sheet.
Analysis of the Council’s Private Finance Initiative (PFI) schemes and Operating
leases against IFRS requirements may result in the related long term assets and
liabilities being brought onto the Council’s Balance Sheet. The estimates for the
CFR and Long Term Liabilities will therefore need to take into account such items.
This will influence the determination of the Council’s Affordable Borrowing Limit
and Operational Boundary.

The Department for Communities and Local Government has recently consulted
on proposals to reform the council housing subsidy system. The proposed Self-
financing option would require a one-off reallocation of housing debt. As the
consultation period has only recently ended and the mechanism for debt transfer
has not been determined, the estimates set out in this strategy do not take into
account any potential debt transfer that may arise in future years.

Page 3 of 23
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Appendix G
Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Outlook for Interest Rates

The economic interest rate outlook provided by the Council’s treasury advisor,
Arlingclose Ltd, is attached at Annex 3. Financial markets remain reasonably
volatile as the structural changes necessary within economies and the banking
system evolve. This volatility provides opportunities for active treasury
management. The Council will reappraise its strategy from time to time and, if
needs be, realign it with evolving market conditions and expectations for future
interest rates.

Borrowing Requirement and Strateqy

The Council’s underlying need to borrow for capital purposes is measured by
reference to its Capital Financing Requirement (CFR) — see Annex 2. The CFR
represents the cumulative capital expenditure of the local authority that has not
been financed. To ensure that this expenditure will ultimately be financed, local
authorities are required to make a Minimum Revenue Provision for Debt
Redemption (MRP) from within the Revenue budget each year.

Capital expenditure not financed from internal resources (i.e. Capital Receipts,
Capital Grants and Contributions, Revenue or Reserves) will produce an increase
in the CFR (the underlying need to borrow) and in turn produce an increased
requirement to charge MRP in the Revenue Account.

Physical external borrowing may be greater or less than the CFR, but in
accordance with the Prudential Code, the Council will ensure that net external
borrowing does not, except in the short term, exceed the CFR in the preceding
year plus the estimates of any additional CFR for the current and next two
financial years.

The cumulative estimate of the maximum long-term borrowing requirement is
estimated by comparing the projected CFR with the profile of the current portfolio
of external debt and long term liabilities over the same financial horizon, as
follows:

31/03/2010 | 31/03/2011 | 31/03/2012 | 31/03/2013
Estimate Estimate Estimate Estimate
£000 £000 £000 £000

Capital Financing
Requirement 677,587 718,766 777,471 822,786
Less:
Existing Profile of Borrowing
and Other Long Term 642,926 677,587 718,766 777,471
Liabilities
Cumulative Maximum 34,661 41,179 58,705 45,315
External Borrowing
Requirement
Balances & Reserves 18,025 15,687 16,076 16,076
Cumulative Net Borrowing 16,636 25,492 42,629 29,239
Requirement/Investments

The Council’s strategy is to maintain maximum control over its borrowing activities
as well as flexibility on its loans portfolio. Capital expenditure levels, market
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conditions and interest rate levels will be monitored during the year in order to
minimise borrowing costs over the medium to longer term. A prudent and
pragmatic approach to borrowing will be maintained to minimise borrowing costs
without compromising the longer-term stability of the portfolio, consistent with the
Council’s Prudential Indicators.

In conjunction with advice from its treasury advisor, Arlingclose Ltd, the Council
will keep under review the options it has in borrowing from the PWLB, the market
and other sources identified in the Treasury Management Practices Schedules —
up to the available capacity within its CFR and Affordable Borrowing Limit (defined
by CIPFA as the Authorised Limit).

The outlook for borrowing rates:

Short-dated gilt yields are forecast to be lower than medium and long-dated gilt
yields during the financial year. Despite additional gilt issuance to fund the UK
government’s support to the banking industry, short-dated gilts are expected to
benefit from expectations of lower interest rates as the economy struggles through
a recession. Yields for these maturities will fall as expectations for lower interest
rates mount.

The differential between investment earnings and debt costs, despite long term
borrowing rates being around historically low levels, remains acute and this is
expected to remain a feature during 2010/11. The so-called ‘cost of carry’
associated with long term borrowing compared to temporary investment returns
means that the appetite for new long term borrowing brings with it additional short-
term costs. At the current time, the use of internal resources in lieu of borrowing is
the most cost effective means of financing capital expenditure and is the current
policy but, at some stage, internal resources will become depleted and require

topping up.

PWLB variable rates have fallen below 1%. They are expected to remain low as
the Bank Rate is maintained at historically low levels to enable the struggling
economy emerge from the recession. Against a backdrop of interest rates
remaining lower for longer and a continuation of the ‘cost of carry’ backdrop, then
a passive borrowing strategy i.e. borrow long term funds as they are required,
may remain appropriate. Equally, variable rate funds (that avoid the cost of carry)
or EIP (equal instalments of principal) that mitigate the impact are both active
considerations.

Decisions to borrow at low, variable rates of interest will be taken after considering
the absolute level of longer term interest rate equivalents and the extent of
variable rate earnings on the Council’s investment balances. When longer term
rates move below the cost of variable rate borrowing any strategic exposure to
variable interest rates will be reviewed and, if appropriate, reduced.

The PWLB remains the preferred source of borrowing given the transparency and
control that its facilities continue to provide.

The Council has £125m loans which are LOBO loans (Lender's Options
Borrower’s Option) of which £50m of loans are currently in or will be in their option
state in 2010-11. In the event that the lender exercises the option to change the
rate or terms of the loan, the Council will consider the terms being provided and
also repayment of the loan without penalty. The default position will be to repay
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the loans. The Council may utilise cash resources for repayment or may consider
replacing the loan(s) by borrowing from the PWLB.

Debt Rescheduling

The Council will maintain a flexible policy for debt rescheduling. Market volatility
and the steep yield curve may provide opportunities for rescheduling debt from
time to time. The rationale for rescheduling would be one or more of the following:
e Savings in interest costs with minimal risk
¢ Balancing the volatility profile (i.e. the ratio of fixed to variable rate debt) of
the debt portfolio
e Amending the profile of maturing debt to reduce any inherent refinancing
risks.

In September 2009, the PWLB issued a Consultation document, entitled ‘PWLB
Fixed Rates’, where the PWLB is reviewing the frequency of rate setting (currently
daily) and could move to a live pricing basis. The deadline for the consultation
period is 08/01/2010. The likely outcome of this is a reduction in the extent of the
margins between premature repayment and new borrowing rates, particularly for
longer maturities.

Any rescheduling activity will be undertaken within the Council’s treasury
management policy and strategy. The Council will agree in advance with
Arlingclose the strategy and framework within  which debt will be
repaid/rescheduled if opportunities arise. Thereafter the Council’s debt portfolio
will be monitored against equivalent interest rates and available refinancing
options on a regular basis. As opportunities arise, they will be identified by
Arlingclose and discussed with the Council’s officers.

All rescheduling activity will comply with the accounting requirements of the local
authority SORP and regulatory requirements of the Capital Finance and
Accounting Regulations (SI 2007 No 573 as amended by S| 2008/414).

Borrowing and debt rescheduling activity will be reported to the next meeting of the
General Purposes Committee.

Investment Policy and Strategy

Background

Guidance from CLG on Local Government Investments in England requires that an
Annual Investment Strategy (AIS) be set.
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Investment Policy

To comply with the CLG’s guidance, the Council’'s general policy objective is to
invest its surplus funds prudently. The Council’s investment priorities are:

¢ security of the invested capital;

¢ liquidity of the invested capital;

e an optimum yield which is commensurate with security and liquidity.

e The CLG’s recent (draft) revised Guidance on investments, reiterates security

and liquidity as the primary objectives of a prudent investment policy.

The speculative procedure of borrowing purely in order to invest is unlawful.

Investments are categorised as ‘Specified’ or ‘Non Specified’ investments based
on the criteria in the CLG Guidance. Potential instruments for the Council’s use
within its investment strategy are contained in Annex 4.

The credit crisis has refocused attention on the treasury management priority of
security of capital monies invested. The Council will continue to maintain a
counterparty list based on its criteria and will monitor and update the credit
standing of the institutions on a regular basis. This assessment will include credit
ratings and other alternative assessments of credit strength including monitoring
of credit default swaps, share price movements and press comment.

The Council’s current level of investments is presented at Annex 1.
Investment Strategy

The global financial market storm in 2008 and 2009 has forced investors of public
money to reappraise the question of risk versus yield. Income from investments is
a key support in the Council’s budget.

The UK Bank Rate has been maintained at 0.5% since March 2009. Short-term
money market rates are likely to remain at very low levels which will have a
significant impact on investment income. However, the yield curve is relatively
steep and opportunities will be taken to exploit this situation. Although cognisant
of this development, the Council’s strategy will continue to adhere to it's principal
objective of security of invested monies.

The Chief Financial Officer under delegated powers, will undertake the most
appropriate form of investments in keeping with the investment objectives, income
and risk management requirements and Prudential Indicators. Decisions taken on
the core investment portfolio will be reported to the General Purposes Committee
on a quarterly basis.

Investments managed in-house:

The Council’s shorter term cash flow investments are made with reference to the
outlook for the UK Bank Rate and money market rates.

In any period of significant stress in the markets, the default position is for
investments to be made with the Debt Management Agency Deposit Facility.

Currently the Council has restricted its investment activity to:
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The Debt Management Agency Deposit Facility (The rates of interest from the
DMADF are below equivalent money market rates. However, the returns are an
acceptable trade-off for the guarantee that the Council’s capital is secure)

AAA rated Money Market Funds with a Constant Net Asset Value (CNAV)
Deposits with other local authorities

¢ Business reserve accounts and term deposits with banks

¢ Bonds issued by Multilateral Development Banks

Annex 4 contains a breakdown of the current counterparties, instruments,
instruments and limits in operation.

In the Council’s current TMSS (2009/10), investments in banks and building
societies (on a term, at call or on a certificate of deposit basis) are limited to UK
banks and building societies that have a minimum AA- long-term credit rating and
F1+ short-term rating from the Fitch credit rating agency and are participants in
the UK Government’s Credit Guarantee Scheme. This currently limits activity to
seven UK institutions all of which have maximum investment limits of £20m at
group level and term durations of a maximum of 12 months. These institutions
are set out in Annex 4.

Following a change in the requirements of the CIPFA Code, recognition should
now be given to the credit ratings of the three main agencies (Fitch, Moody’s and
Standard and Poor’s) and decisions made on the basis of the lowest rating.
However, the Code recognises that credit ratings have limitations and should not
be relied upon alone. Consequently further analysis should be undertaken into a
range of other indicators as set out below.

In addition to the credit rating criteria adopted, a real time information monitoring
process is maintained on the institutions included in the lending list by the
Council’s treasury advisors. This is obtained from a reliable source and includes,
in addition to credit rating movements, all breaking news concerning relevant
indicators including credit default swaps, share price movements, regulatory
matters, government and parent guarantee facilities, corporate news etc. This
information is evaluated by the treasury advisors and, if considered significant,
communicated to Council officers. If the information obtained is negative and more
likely to place Council funds in jeopardy, future dealing with the counterparty
would be suspended with immediate effect.

After considering the credit ratings of the three agencies and assessing the other
indicators referred to above, the current counterparty list containing the seven
institutions is still considered to be safe and secure by both Arlingclose and
Council officers and is retained in full as set out in Annex 4. Future assessments
of existing UK and potential UK counterparties will continue to be made based on
the consideration of the range of indicators set out above.

Following an improvement in market conditions in the financial sector, the
Council’s treasury advisors, Arlingclose, are presently recommending that in order
to diversify the counterparty list, the use of comparable non-UK banks should now
be considered for investment.

The sovereign states whose banks are recommended for inclusion are Australia,
Canada, Finland, France, Germany, Netherlands, Spain, Switzerland and the US.
The banks selected by Arlingclose have been considered after analysis and
careful monitoring of:-
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- Credit Ratings

- Share price (of the institution);

- Credit Default Swaps;

- GDP, net debt as a percentage of GDP;

- Sovereign Support Mechanism/potential support from a well resourced parent
institution.

Arlingclose has taken into account information on corporate developments and
market sentiment towards the counterparties. However, given that these
recommendations have only very recently been provided to the Council, officers
have not had the opportunity to undertake due diligence into these institutions and
consequently are unable to recommend that any of these proposed institutions be
added to the counterparty list at present. Officer due diligence will involve
independently reviewing each of the institutions recommended by Arlingclose as
referred to in paragraph 6.17 above to ensure that a full understanding of all
potential counterparties is obtained, and all risks evaluated, prior to making a
recommendation to include a foreign bank on the specified list of counterparties.

It is anticipated that in-house due diligence will be completed by April 2010, and
that subject to a satisfactory outcome to this process, some or all of the potential
counterparties may be recommended for inclusion on the Council’s counterparty
list on a cautionary basis.

At present, the Council has approved investment limits of up to £10m in Money
Market Funds with a maximum exposure limit to any one fund of £5m. In
accordance with his delegated authority, the Chief Financial Officer, in
consultation and with the agreement of the General Purposes Committee, has
recently appointed three firms of Money Market Fund managers. These funds
have proved particularly useful in the management of the treasury operation in
terms of security (short-term high quality paper and deposits), liquidity (immediate
recall of cash), thereby reducing external borrowing on a number of occasions,
and yield (typically 20 basis points higher than placements with the DMO). The
maximum total investment in Money Market Funds is increased from £10m to
£45m subject to a maximum exposure to any one fund of £15m. Annex 4 reflects
this change.

To protect against a prolonged period of low interest rates, 1-year deposits and
longer-term secure investments will be actively considered within the limits the
Council has set for Non-Specified Investments (see Annex 4). The longer-term
investments will be likely to include:

¢ Supra-national bonds (bonds issued by multilateral development banks):
The joint and individual pan-European government guarantees in place on these
bonds provide security of the principal invested. Even at the lower yields likely
to be in force, the return on these bonds will provide certainty of income against
an outlook of low official interest rates.

e UK government guaranteed bonds and debt instruments issued by
banks/building societies: The UK Government's 2008 Credit Guarantee
Scheme permits specific UK institutions to issue short-dated bonds with an
explicit government guarantee. The bonds are issued at a margin over the
underlying gilt and would be a secure longer-term investment option.
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Investments which constitute capital expenditure

Investments meeting the definition of capital expenditure can be financed from
capital or revenue resources. They are also subject to the CLG’s Guidance on
“non-specified investments”. Placing of such investments has accounting,
financing and budgetary implications. Whilst it is permissible to fund capital
investments by increasing the underlying need to borrow, it should be noted that
under the CLG’s MRP Guidance, MRP must be applied over a 20 year period.

The Council has determined a maximum of £60m limit to investments which
constitute capital expenditure.

All investment activity will comply with the accounting requirements of the local
authority SORP.

Balanced Budget Requirement

The Council complies with the provisions of Section 32 of the Local Government
Finance Act 1992 to set a balanced budget.

2010/11 MRP Statement

For many years local authorities have been required by Statute and associated
Statutory Instruments to charge to the Revenue Account an annual provision for
the repayment of debt associated with expenditure incurred on capital assets. This
charge to the Revenue Account was referred to as the Minimum Revenue
Provision (MRP).

In February 2008 the Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008 [Statutory Instrument 2008/414] were approved
by Parliament and became effective on 31 March 2008. These regulations replace
the formula based method for calculating MRP which existed under previous
regulations under the Local Government Act 2003. The new regulations require a
local authority to determine each financial year an amount of MRP which it
considers to be prudent. Linked to this new regulation, the Department of
Communities and Local Government (CLG) has produced Statutory Guidance
which local authorities are required to follow, setting out what constitutes a
prudent provision.

The CLG Guidance recommends that before the start of the financial year, a
statement of MRP policy for the forthcoming financial year is approved by the full
Council.

The broad aim of the Policy is to ensure that MRP is charged over a period that is
reasonably commensurate with the period over which the capital expenditure
which gave rise to the debt provides benefits. In the case of borrowing supported
by Revenue Support Grant, the aim is that MRP is charged over a period
reasonably commensurate with the period implicit in the determination of that
grant. MRP is not required to be charged to the Housing Revenue Account.
Where a local authority’s overall CFR is £nil or a negative amount there is no
requirement to charge MRP.

MRP Options:
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Four options for prudent MRP provision are set out in the CLG Guidance. Details
of each are set out below with a summary set out in Table 1:

Option 1 — Regulatory Method:

This method replicates the position that would have existed under the previous
Regulatory environment. MRP is charged at 4% of the Authority’s underlying need
to borrow for capital purposes; the Capital Financing Requirement (CFR). The
formula includes an item known as “Adjustment A” which was intended to achieve
neutrality between the CFR and the former Credit Ceiling which was used to
calculate MRP prior to the introduction of the Prudential System on 1 April 2004.
The formula also took into account any reductions possible related to
commutation of capital related debt undertaken by central government.

Option 2 — CFR Method:
This method simplifies the calculation of MRP by basing the charge solely on the
authority’s CFR but excludes the technical adjustments included in Option 1. The
annual MRP charge is set at 4% of the non-housing CFR at the end of the
preceding financial year.

Option 3 — Asset Life Method:
Under this method MRP is determined by the life of the asset for which the
borrowing is undertaken. This can be calculated by either of the following
methods:

(a) Equal Instalments: where the principal repayment made is the same in

each year, or

(b) Annuity: where the principal repayments increase over the life of the
asset

MRP commences in the financial year following that in which the expenditure is
incurred or, in the year following that in which the relevant asset becomes
operational. This enables an MRP “holiday” to be taken in relation to assets which
take more than one year to be completed before they become operational.

The estimated life of the asset will be determined in the year that MRP
commences and will not be subsequently revised. However, additional
repayments can be made in any year which will reduce the level of payments in
subsequent years.

If no life can be reasonably attributed to an asset, such as freehold land, the life is
taken to be a maximum of 50 years. In the case of freehold land on which a
building or other structure is constructed, the life of the land will be treated as
equal to that of the structure, where this would exceed 50 years.

In instances where central government permits revenue expenditure to be
capitalised, the Statutory Guidance sets out the number of years over which the
charge to revenue must be made.

Option 4 - Depreciation Method

The deprecation method is similar to that under Option 3 but MRP is equal to the
depreciation provision required in accordance with proper accounting practices to
be charged to the Income and Expenditure account.

Conditions of Use
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The CLG Guidance puts the following conditions on the use of the four options:

Options 1 and 2 can be used on all capital expenditure incurred before 1 April
2008 and on Supported Capital Expenditure on or after that date.

Options 3 and 4 are considered prudent options for Unsupported Capital
Expenditure on or after 1 April 2008.These options can also be used for
Supported Capital Expenditure whenever incurred.

Policy

The policy will be to use Option 1 (Regulatory Method) for supported borrowing
and Option 3 (Asset Life Method) for unsupported borrowing.

Reporting on the Treasury Outturn

The Chief Financial Officer will report on treasury management activity/
performance as follows:

(a) Quarterly to the General Purposes Committee against the strategy approved
for the year.

(b) The Council will receive a mid-year report and an outturn report on its treasury
activity no later than 30™ September after the financial year end.

(c) The audit committee will be responsible for the scrutiny of treasury
management activity and practices.

Other items

Member Training

CIPFA’s revised Code requires the Chief Financial Officer to ensure that all
members tasked with treasury management responsibilities, including scrutiny of
the treasury management function, receive appropriate training relevant to their
needs and understand fully their roles and responsibilities.
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ANNEX 1
EXISTING PORTFOLIO PROJECTED FORWARD
Balances Estimates Estimates
at 31 at at
March 09 31 March 31 March
£000 10 1
£000 £000
External Borrowing:
Fixed Rate — PWLB 520,572 564,470 614,779
Fixed Rate — Market 130,475 130,475 130,475
Variable Rate — PWLB - - -
Variable Rate — Market - - -
Other long-term liabilities 42,984 41,310 39,545
Total External Debt 694,031 736,255 784,799
Investments:
Managed in-house
Deposits and monies on call 99,731 65,000 65,000
Total Investments 99,731 65,000 65,000
. iy 594,300 671,255 719,799
Net Borrowing position
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ANNEX 2
PRUDENTIAL INDICATORS 2010/11 TO 2012/13

Background:

There is a requirement under the Local Government Act 2003 for local authorities to
have regard to CIPFA’s Prudential Code for Capital Finance in Local Authorities (the
“CIPFA Prudential Code”) when setting and reviewing their Prudential Indicators. It
should be noted that CIPFA undertook a review of the Code in early 2008. The
outcome from that review has now been published and there are no material changes
to the Prudential Indicators.

Net Borrowing and the Capital Financing Requirement:

This is a key indicator of prudence. In order to ensure that over the medium term net
borrowing will only be for a capital purpose, the local authority should ensure that the
net external borrowing does not, except in the short term, exceed the total of capital
financing requirement in the preceding year plus the estimates of any additional capital
financing requirement for the current and next two financial years.

The Chief Financial Officer reports that the authority had no difficulty meeting this
requirement in 2009/10, nor are there any difficulties envisaged for future years. This
view takes into account current commitments, existing plans and the proposals in the
approved budget.

Estimates of Capital Expenditure:

This indicator is set to ensure that the level of proposed capital expenditure remains
within sustainable limits and, in particular, to consider the impact on Council Tax and
in the case of the HRA, housing rent levels.

[No. 1 |Capita| Expenditure 2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised | Estimate | Estimate | Estimate

£000 £000 £000 £000 £000
Non-HRA 149,280 | 121,981 95,956 60,590 46,537
HRA* 49,725 60,479 52,642 63,142 54,498
Total 199,005 | 182,460 | 148,598 | 123,732 | 101,035

3.2 Capital expenditure will be financed as follows:
Capital Financing 2009/10 2009/10 2010/11 201112 2012/13

Approve | Revised | Estimate | Estimate | Estimate

d £000 £000 £000 £000

£000

Capital receipts 9,837 7,752 5,520 14,423 15,477
Government Grants 111,038 88,465 67,160 23,730 10,250
Other Grants etc 7,785 17,986 4,943 4,377 7,329
Major Repairs Allowance 12,407 18,966 12,909 12,909 12,909
Revenue contributions 12,330 5,393 7,757 400 200
Supported borrowing 42,186 39,771 40,497 59,893 54,870
Unsupported borrowing 3,422 4,127 9,812 8,000 0
Total 199,005 | 182,460 | 148,598 | 123,732 | 101,035
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4. Ratio of Financing Costs to Net Revenue Stream:
4.1 This is an indicator of affordability and highlights the revenue implications of existing
and proposed capital expenditure by identifying the proportion of the revenue budget
required to meet borrowing costs. The definition of financing costs is set out at
paragraph 87 of the Prudential Code.

4.2 The ratio is based on costs net of investment income.

[No. 3 |Ratio of Financing Costs | 2009/10 2009/10 2010/11 201112 2012/13
to Net Revenue Stream Approved | Revised | Estimate | Estimate | Estimate
% % % & %
Non-HRA 5.20 5.35 4.67 4.35 4.37
HRA 33.59 32.77 33.39 32.47 30.85

5. Capital Financing Requirement:
5.1 The Capital Financing Requirement (CFR) measures the Council’s underlying need to
borrow for a capital purpose. The calculation of the CFR is taken from the amounts
held in the Balance Sheet relating to capital expenditure and its financing. It is an
aggregation of the amounts shown for Fixed and Intangible assets, the Revaluation
Reserve, the Capital Adjustment Account, Government Grants Deferred and any other
balances treated as capital expenditure. The CFR illustrated below does not include
transactions relating to the suspended PFI scheme.

[No. 3 |Capital Financing 2009/10 2009/10 2010/11 201112 2012/13
Requirement Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Non-HRA 226,850 | 228,256 | 229,702 | 238,874 | 242,600
HRA 449,242 | 449,331 | 489,064 | 538,597 | 580,186
Total CFR 676,092 | 677,587 | 718,766 | 777,471 | 822,786
5.2 The year—on-year change in the CFR is due to the following
Capital Financing 2009/10 2010/11 201112 2012/13
Requirement Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000

Balance B/F 642,926 | 677,587 | 718,766 | 777,471

Capital expenditure financed 43,898 50,309 67,893 54,870

from borrowing (per 3.2)

Revenue provision for debt (9,237) (9,130) (9,188) (9,555)

Redemption.

Other items

Balance C/F 677,587 | 718,766 | 777,471 | 822,786

6. Actual External Debt:

6.1 This indicator is obtained directly from the Council’s balance sheet. It is the closing
balance for actual gross borrowing plus other long-term liabilities. This Indicator is
measured in a manner consistent for comparison with the Operational Boundary and

Authorised Limit.
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No.4 Actual External Debt as at 31/03/2009 £m
Borrowing 651.0
Other Long-term Liabilities 43.0
Total 694.0

Impact of Capital Investment Decisions:

7.1 This is an indicator of affordability that shows the impact of capital investment

decisions on Council Tax and Housing Rent levels. The impact is calculated by
comparing the total revenue budget requirement of the current approved capital
programme with an equivalent calculation of the revenue budget requirement arising
from the proposed capital programme. The full council tax and housing rent figures
are shown below for information.

No.5 Impact of Capital Investment 2009/10 2010/11 2011/12 2012/13
Decisions Approved Estimate Estimate Estimate
£ £ £ £
Band D Council Tax 1,184.32 | 1,184.32 | 1,219.85 1,256.44
Average Weekly Housing 82.05 83.20 87.36 91.72
Rents

8. Authorised Limit and Operational Boundary for External Debt:
8.1 The Council has an integrated treasury management strategy and manages its

treasury position in accordance with its approved strategy and practice. Overall
borrowing will therefore arise as a consequence of all the financial transactions of the
Council and not just those arising from capital spending reflected in the CFR.

8.2 The Authorised Limit sets the maximum level of external borrowing on a gross basis

(i.e. not net of investments) for the Council. It is measured on a daily basis against all
external borrowing items on the Balance Sheet (i.e. long and short term borrowing,
overdrawn bank balances and long term liabilities. This Prudential Indicator separately
identifies borrowing from other long term liabilities such as finance leases. It is
consistent with the Council’'s existing commitments, its proposals for capital
expenditure and financing and its approved treasury management policy statement

and practices.

8.3 The Authorised Limit has been set on the estimate of the most likely, prudent but not
worst case scenario with sufficient headroom over and above this to allow for unusual

cash movements.

8.4 The Authorised Limit is the statutory limit determined under Section 3(1) of the Local
Government Act 2003 (referred to in the legislation as the Affordable Limit).

[No. 6 |Authorised Limit for 2009/10 2009/10 2010/11 2011/12 2012/13
External Debt Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Borrowing 895,419 | 858,690 | 860,455 | 862,317 | 864,279
Other Long-term 4,581 41,310 39,545 37,683 35,721
Liabilities
Total CFR 900,000 | 900,000 | 900,000 | 900,000 | 900,000
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8.5 The Operational Boundary links directly to the Council’s estimates of the CFR and
estimates of other cashflow requirements. This indicator is based on the same
estimates as the Authorised Limit reflecting the most likely, prudent but not worst case
scenario but without the additional headroom included within the Authorised Limit.

8.6 The Chief Financial Officer has delegated authority, within the total limit for any
individual year, to effect movement between the separately agreed limits for borrowing
and other long-term liabilities. Decisions will be based on the outcome of financial
option appraisals and best value considerations. Any movement between these

separate limits will be reported to the next meeting of the Cabinet and Council.

[No. 7 |Operational Boundary for| 2009/10 2009/10 2010/11 2011/12 2012/13
External Debt Approved | Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000
Borrowing 870,419 | 833,690 | 835,455 | 837,317 | 839,279
Other Long-term 4,581 41,310 39,545 37,683 35,721
Liabilities
Total CFR 875,000 | 875,000 | 875,000 | 875,000 | 875,000

9. Adoption of the CIPFA Treasury Management Code:
9.1 This indicator demonstrates that the Council has adopted and will continue to adopt

the principles of best practice.

|No. 8 |Adoption of the CIPFA Code of Practice in Treasury Management

The Council approved and will adopt the new CIPFA Treasury Management Code 2009
at its meeting in February 2010.

10. Upper Limits for Fixed Interest Rate Exposure and Variable Interest Rate

Exposure:

10.1 These indicators allow the Council to manage the extent to which it is exposed to
changes in interest rates. This Council calculates these limits on a net interest paid
basis (i.e. interest paid on fixed rate debt net of interest received on fixed rate

investments)

10.2

The upper limit for variable rate exposure has been set to ensure that the Council is

not exposed to interest rate rises which could adversely impact on the revenue

budget. The limit allows for the use of variable rate debt to offset exposure to
changes in short-term rates on investments
2009/10 2009/10 2010/11 2011/12 2012/13
Approved Revised Estimate Estimate Estimate
% % % % %
No.9 Upper Limit for 100 100 100 100 100
Fixed Interest Rate
Exposure
No.10 | Upper Limit for 40 40 40 40 40

Variable Interest
Rate Exposure
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The limits above provide the necessary flexibility within which decisions will be made
for drawing down new loans on a fixed or variable rate basis; the decisions will
ultimately be determined by expectations of anticipated interest rate movements as
set out in the Council’s treasury management strategy.

Maturity Structure of Fixed Rate borrowing:

This indicator highlights the existence of any large concentrations of fixed rate debt
needing to be replaced at times of uncertainty over interest rates and is designed to
protect against excessive exposures to interest rate changes in any one period, in
particular in the course of the next ten years.

It is calculated as the amount of projected borrowing that is fixed rate maturing in
each period as a percentage of total projected borrowing that is fixed rate. The
maturity of borrowing is determined by reference to the earliest date on which the
lender can require payment.

INo.11 Maturity structure of fixed rate borrowing Loweork Limit Uppe‘;oLimit
under 12 months 0 25
12 months and within 24 months 0 25
24 months and within 5 years 0 50
5 years and within 10 years 0 100
10 years and above 0 100

Upper Limit for total principal sums invested over 364 days:
The purpose of this limit is to contain exposure to the possibility of loss that may
arise as a result of the Council having to seek early repayment of the sums invested.

2009/10 2009/10 2010/11 2011/12 2012/13
Approve Revised Estimate | Estimate | Estimate
d £m £m £m £m
£m

No.12 | Upper Limit for 60 60 60 60 60
total principal
sums invested
over 364 days

Page 18 of 23




Page 193

Treasury Management Strategy Statement
and Investment Strategy 2010/11 to 2012/13

Arlingclose’s Economic and Interest Rate Forecast
Dec-09 Mar-10 Jun-10 Sep-10 Dec-10 Mar-11 Jun-11 Sep-11

Appendix G

ANNEX 3

Dec-11 Mar-12

Official Bank Rate

Upside risk [ +0.25] +0.25[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50
Central case 050 | 050| 050| 050| 1.00| 1.50| 225 3.00 4.00 4.00
Downside risk -0.50| -0.50| -0.50| -0.25| -0.25| -0.25
1-yr LIBID

Upside risk [ +0.25[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50
Central case 1.25| 1.25| 1.25 1.50] 2.00] 2.75| 3.50] 4.00] 4.25| 4.25
Downside risk -0.25| -0.25| -0.25| -0.25| -0.25| -0.25
5-yr gilt

Upside risk [ +0.25] +0.25[ +0.25[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50
Central case 260 270 2.80| 290| 3.00] 3.25 3.50| 3.75| 4.00] 4.25
Downside risk -0.25| -0.25 -0.25 -0.25 -025| -0.25| -0.25| -0.25| -0.25
10-yr gilt

Upside risk [ +0.25[ +0.25[ +0.25[ +0.25[ +0.25[ +0.25[ +0.25[ +0.25
Central case 360 3.75| 3.75| 4.00 4.00| 425 425 450 450 4.75
Downside risk 025 -0.25| -0.25| -0.25 -0.25| -0.25| -0.25| -0.25
20-yr gilt

Upside risk [ +0.25[ +0.25[ +0.25[ +0.25[ +0.25] +0.25[ +0.25[ +0.25[ +0.25
Central case 410 425 450 475 475 500 500 5.00 5.00 5.00
Downside risk -0.25| -0.25| -0.25| -0.25| -025| -0.25| -0.25| -0.25| -0.25
50-yr gilt

Upside risk | +0.25[ +0.25[ +0.25] +0.50[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50[ +0.50
Central case 4.00| 425 450 450 450 475 475 475 475 475
Downside risk 025 -0.25| -0.25| -0.25| -0.25| -0.25| -0.25| -0.25

“V” shaped.

low for some while. Gilt yields are increasingly volatile and will remain so.

only hikerates after a durable upturn in growth.

» The recession has taken a toll on global economies which are past the worst but still
vulnerable. The recovery in growth is likely to be hesitant and uneven, more “W" than

¥ The pace and sustainability of UK recovery is still very uncertain; policy rates will remain

¥ The Federal Reserve will keep policy rates on hold for an extended period. The ECB will
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Underlyingassumptions:

»The global financial system is fragile and although sentiment has
improved, economies have yet to show consistent signsof recovery.

»UK growth contraded 5.2% in the year to September. There is no
evidence of the economy exiting from recession — despite forecasts tothe
contrary — which is supported by weak real economic data and rising
unemployment.

»Looming bank regulation and capital requirements will curb banking
lending activity and is likely to be offset by a reduction in the Reserve
Rate.

»>Recovery could be slow and protracted, affected by the continuing
adjustmentsin household, bank and public sector balance sheets.

» Official interest rates remain at 0.5% Quantitative Easing (QE) could be
expanded to beyond £200bn to addressthe sluggish economy.

»Inflation is falling, albeit slowly. CP could dip below 1% in 2009 and be
below the MPC s 2%target over the 2-year forecast horizon. RAl has been
negative since March. Weakened sterling remains arisk, but is likely to be
overshadowed by a slow recovery.

»The growing budgetary imbalances and bloated central bank balance
sheets need credible and sustainable action. UK gilt supply is at record
levels; the rising ratio of debt to GDPremains unaddressed. Quts in public
spending and tax increases are unpalatable but are necessary and
inevitable. The risk of failed gilt auctions remains high although QEis, for
now, providingan effective balance to the supply side dynamic.

»Buoyed by leading indicators and sentiment, equity markets are
overoptimistically pricing in a quick, V-shaped recovery, but earnings
growthmay not be sustained over subsequent quarters.

> The likely political make-up of the next Parliament will increasingly have a

bearing on the financial markets. Already the political agenda has rapidly
shifted from the avoidance of cutsto their inevitability.
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ANNEX 4
Specified and Non Specified Investments

Specified Investments identified for use by the Council

Specified Investments will be those that meet the criteria in the CLG Guidance, i.e. the
investment

is sterling denominated

has a maximum maturity of 1 year

meets the “high” credit criteria as determined by the Council or is made with the UK
government or is made with a local authority in England, Wales and Scotland.

the making of which is not defined as capital expenditure under section 25(1)(d) in SI
2003 No 3146 (i.e. the investment is not loan capital or share capital in a body
corporate).

“Specified” Investments identified for the Council’s use are:

Deposits in the Debt Management Office’s (DMO) Debt Management Account
Deposit Facility

Deposits with UK local authorities

Deposits with banks and building societies

Certificates of deposit with banks and building societies
*Gilts : (bonds issued by the UK government)

Bonds issued by multilateral development banks
AAA-rated Money Market Funds with a Constant Net Asset Value (Constant NAV)

Other Money Market Funds and Collective Investment Schemes— i.e. credit rated
funds which meet the definition of a collective investment scheme as defined in Sl
2004 No 534 and Sl 2007 No 573.

For credit rated counterparties, regard will be had to the credit ratings assigned by Fitch,
Moody’s and Standard and Poor’s. The Council will also take into account other
information including corporate developments and market sentiment towards investment
counterparties.
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Specified investments will be made with the following institutions within the limits set out:

Instrument Country Counterparty Maximum Limit | Maximum
of Investments | Term of
in Group Investment
(where
applicable) £m
Term Deposits UK DMO'’s Debt No limit 6 months
Management Account
Deposit Facility
Term Deposits UK Other UK Local £30m 364 days
Authorities (per Local
Authority)
Term Deposits/ UK Santander UK Plc £20m 364
Call Accounts (formerly known as days/Instant
Abbey) access
Term Deposits/ UK Lloyds TSB Bank Plc £20m 364
Call Accounts (Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Bank of Scotland Plc £20m 364
Call Accounts (Lloyds Banking Group) days/Instant
access
Term Deposits/ UK Barclays £20m 364
Call Accounts days/Instant
access
Term Deposits/ UK Clydesdale £20m 364
Call Accounts days/Instant
access
Term Deposits/ UK HSBC £20m 364
Call Accounts days/Instant
access
Term Deposits/ UK Nationwide £20m 364
Call Accounts days/Instant
access
Term Deposits/ UK Royal Bank of Scotland £20m* 364
Call Accounts days/Instant
access
AAA rated Money | UK/Ireland/ Constant Net Asset £15m in any one | Instant access
Market Funds Value Money Market institution,
Luxembourg Funds subject to an
overall limit in
MM Funds of
£45m

Approval of this TMSS by the Council also approves the use of the Council’s current

banker which is Nat West Bank, part of the Royal Bank of Scotland Group.
Therefore, when maximum deposits with RBS are made (£20m) this group limit
could be exceeded temporarily by the current account credit balance remaining
overnight with Nat West Bank. There will also be the usual daylight exposure.

NB: All of the above banks and building societies are members of the UK Government

Credit Guarantee Scheme.

Non-Specified Investments determined for use by the Council
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Having considered the rationale and risk associated with Non-Specified Investments, the
following have been determined for the Council’s use:

In- Maximum | Capital Maximum
house maturity | expenditure? | Counterparty
use Limit
Gilts and bonds
*Gilts
=Bonds issued by multilateral
development banks v (on
=Bonds issued by financial advice
institutions guaranteed by the from 6 years No £60m
UK government, e.g. GEFCO | treasury
= Sterling denominated bonds advisor)
by non-UK sovereign
governments
Government guaranteed
bonds and debt instruments
(e.g. floating rate notes) issued
by corporate bodies (e.g. govt Y 6 years Yes £60m
bonds issued by HBOS / RBS /
Nationwide, etc)

Note: In determining the period to maturity of an investment, the investment should be
regarded as commencing on the date of the commitment of the investment rather than the
date on which funds are paid over to the counterparty.
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