Council Budget 2014 - 2015

Financial Forward Plan
and Capital Programme

T .."r.l_- TR -‘l'.'l-! I l.' - 48 . | 1l -_! Jnis
LN, b e T pl et R ¢ - e
g [ . o L] | AR % 1) 1.5 i
\".4;- T AN T 'I".:_'- ) SR b ] ;_—.‘-' : — =
B T - = 4
% e b B TUtia e ~
h il A LT o "r.-_'r: -
_".' ' e g " : -
4 .-. 3 % i B -
=N .‘. i |
ik . ""-'-.-.11:'_;: .'l i 3 ‘
L * i o ) | |l — | — k.., ;
LONDON BOROUGH






Budget 2014/15 Index

Sections Page Number
Budget Commentary 1-30
Appendix 1- Medium Term Financial Strategy (MTFS) 31
Appendix 2- Detailed revenue budgets, savings & pressures 33-66
and council tax schedules

Appendix 3- Housing Revenue Account (HRA) 67-69
Appendix 4- Detailed capital programme 71-85
Appendix 5- Treasury management strategy 87-111
Appendix 6- Reserves and balances policy 113-114
Appendix 7- Fees and charges 115-181
Appendix 8- Debt management strategy 183-190







11

1.2

1.3

1.4

1.5

1.6

1.7

RECOMMENDATION AGREED BY COUNCIL 4™ MARCH 2014

Corporate Plan
The Council's Corporate Plan sets out the Council’s priorities for the
forthcoming year.

Consultation
That Cabinet consider the consultation outcomes when making their
decisions.

Medium Term Financial Strategy (MTES)

That Council approve the MTFS attached at Appendix 1. The MTFES sets out
all of the budget changes over the period from 2014/15 to 2015/16, including
assumptions around inflation, changes to levies, pressures, savings and grant
funding. It is the model around which the council’s financial strategy is based;

Detailed Revenue Budgets, Savings and Pressures
The Council approve the estimates for income and expenditure, savings,
pressures and council tax schedules as set out in Appendix 2.

The budget has been prepared on the basis of a 1% reduction in council tax
for 2014/15 and a council tax freeze in 2015/16.

Overall the 2014/15 budget requirement totals £260,575,218.

That it be noted that the Chief Finance Officer under his delegated powers has
calculated the amount of 128,463 (band D equivalents) as the council tax base
for the year 2014/15 [ltem T in the formula in Section 31B (3) of the Local
Government Finance Act 1992, as amended (the “Act™)];

That it be noted that the council tax requirement for the Council’'s own
purposes for 2014/15 (excluding precepts) is £141,575,218.

That Council approve the following amounts be now calculated for the year
2014/15 in accordance with Sections 31, 34, 35 and 36 of the Act:

(a) £949,451,502 being the aggregate of the amounts which the council
estimates for the items set out in the Section 31A(2) of the Act taking into
account all precepts issued to it by precepting authorities.

(b) £807,876,284 being the aggregate of the amounts which the council
estimates for the items set out in Section 31A(3) of the Act.

(c) £141,575,218 being the amount by which the aggregate at 1.7(a) above
exceeds the aggregate at 1.7(b) above, calculated by the Council in
accordance with Section 31A(4) of the Act as its council tax requirement
for the year (Item R in the formula in Section 31A(4) of the Act).

(d) £1,102.07 being the amount at 1.7(c) above (Iltem R), all divided by Item T
(Item 1.6 above), calculated by the Council, in accordance with Section
31B(1) of the Act, as the basic amount of its council tax for the year
(excluding precepts).

(e) The Chief Finance Officer has determined that the Council’s basic amount
of council tax for 2014/15 is not excessive in accordance with the principles
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approved under Section 52ZB and 52ZC of the Local Government Act
1992.

() £1,102.07 being the amount at 1.6 above divided by the amount at 1.5
above, calculated by the council, as the basic amount of its council tax for
the year 2014/15;

London Borough of Barnet Valuation Bands (£)

A B C D E F G H
734.71 857.16 979.62 1,102.07 1,346.97 1,591.88 1,836.78 2,204.14

Being the amounts given by multiplying the amount at 1.7(d) above by the
number which, in the proportion set out in Section 5(1) of the Act, is applicable
to dwellings listed in valuation band D, calculated by the Council, in
accordance with Section 36(1) 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.

That it be noted that for the year 2014/15 the Greater London Authority has
stated the following amounts in precepts issued to the Council, in accordance
with Section 40 of the Local Government Finance Act 1992, for each of the
categories of the dwellings shown below:

Greater London Authority Valuation Bands (£)

A B C D E F G H
199.33 23256  265.78 299.0 365.45  431.89  498.34 598.0

That having calculated the aggregate in each case of the amounts at 1.7(d)
and 1.8 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 2014/15 for each of the categories
dwellings shown below:

Council Tax for Area (£)

A B C D E F G H
934.04 1,089.72 1,245.40 1401.07 1,712.42 2,023.77 2,335.12 2,802.14

That in accordance with Section 38(2) of the Act the Chief Executive be
instructed to place a notice in the local press of the amounts set under
recommendation 1.9 above pursuant to Section 30 of the Local Government
Finance Act 1992 within a period of 21 days following the Council’s decision.

Council Tax Support Scheme

The Council approves the Barnet Council Tax Support Scheme, adopted in
January 2013, remain unchanged except for uprating in line with Department
for Work and Pension changes for housing benefit.

That the working age non-dependent (ND) charges be uprated as set out in
paragraph 9.6.9.

That the technical changes to the scheme be noted.
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Capital
That Council approve the capital programme as set out in Appendix 4, and

that the Chief Officers be authorised to take all necessary actions for
implementation.

That the Chief Finance Officer be authorised to adjust capital project budgets
in 2014/15 throughout the capital programme after the 2013/14 accounts are
closed and the amounts of slippage and budget carry forward required are
known.

That where slippage results in the loss of external funding and a new pressure
being placed on prudential borrowing, Directors must report to Cabinet on
options for offsetting this impact by adjusting other capital projects.

Treasury management, Capital Prudential Code and Borrowing Limits
That Council approve the Treasury Management Strategy for 2014/15 as set
out in Appendix 5.

The full set of Prudential Indicators set out in Appendix 5 and authorise the
Chief Finance Officer to raise loans, as required, up to such borrowing limits
as the Council may from time to time determine and to finance capital
expenditure from financing and operating leases.

Housing Revenue Account
That Cabinet approve the following:

(a) The proposed rent increase of 2.5% for council dwellings as set out in
paragraph 9.9.4 to take effect from 1 April 2014;

(b) The proposed increases to service charges for council dwellings as set out
in paragraph 9.9.6 to take effect from 1 April 2014,

(c) The proposed rent increase of 3.2% for council garages as set out in
paragraph 9.9.9 to take effect from 1 April 2014;

(d) The proposed reduction in rents for buyback properties as set out in
paragraph 9.9.10 to take effect from 1 April 2014.

That Cabinet approve the Housing Revenue Account estimates for 2014/15 as
set out in Appendix 3.

Equality Impact Assessments
The Equality Impact Assessments are set out in paragraph 5 of this report.

Reserves and Balances Policy

That Council approve the Reserves and Balances Policy as set out in
Appendix 6 and the Chief Finance Officer's assessment of adequacy of
reserves in section 9.10. This states that the minimum level of General Fund
balances should be £15m after taking account of all matters set out in the
Chief Finance Officer’s report on reserves and balances.

Corporate Risk Register
That Council note the Corporate Risk Register.
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The Local Government Finance Settlement has confirmed that government
austerity measures will continue into 2015/16 and beyond meaning further
cuts to government funding. This, alongside rises in the boroughs population
and demand for services, provides new challenges for longer term financial
planning which is being addressed through the council’s Priorities and
Spending Review.

RELEVANT PREVIOUS DECISIONS

Cabinet on 18 July 2013 agreed the budget setting process for 2014/15 and
2015/16.

Cabinet on 4 November 2013 agreed the draft budget proposals for 2014/15
and 2015/16 for consultation.

CORPORATE PRIORITIES AND POLICY CONSIDERATIONS

The annual business planning process enables Members to set the strategic
direction of the Council — based on the priorities of residents - and for that
direction to be reflected in the Council’'s Corporate Plan. The Corporate Plan
stands as the primary document against which Council policy considerations
are evaluated in Committee and Delegated Powers Reports.

The Council’s strategic priorities and performance targets were refreshed for

the period 2013/14 to 2015/16 as part of last year’s business planning process

and set out in the Council’'s Corporate Plan which was published in April. The

Council’s strategic priorities up to 2015/16, as reflected in the Corporate Plan,

are as follows:

e To create the right environment to promote responsible growth,
development and success across the borough;

e To support families and individuals that need it — promoting independence,
learning and well-being; and

e To improve the satisfaction of residents and businesses with the London
Borough of Barnet as a place to live, work and study.

The Council’'s budget is focused on delivering these strategic objectives,
ensuring that resources follow strategy.

The Corporate Plan forms an overarching framework for more detailed
Delivery Unit plans, team plans, and for setting performance objectives for
individual officers, ensuring that all elements of the Council's business
planning process are focused on achieving the strategic priorities agreed by
Cabinet.

RISK MANAGEMENT ISSUES

There is a risk that service delivery cuts have a disproportionate impact on
residents when combined with the impact of welfare reform and increasing
cost of living. The Council has put in place support for people who will be
affected by welfare reform, including supporting people into work and looking
for sustainable housing options. Analysis of budget proposals and the
completion of equality impact assessments is set out within this report.
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As we continue to transform and adjust to austerity, the risk of Judicial Review
is increasingly present, with an increasing number of claims against Local
Authorities on grounds that a proper process was not followed in making the
decision or relevant information was not taken into account. It is important that
the Council considers its overarching statutory duties when considering budget
planning and that processes are conducted in a rigorous and open minded
way.

The Government announced further cuts for the 2015/16 Financial Year as
part of the Spending Review 2013 and the Local Government Finance
Settlement. This included a further cut to Local Government funding of around
10% in that year, as well as indicating that austerity is likely to continue until
the end of the decade. Current modelling suggests that this is likely to equate
to further annual reductions of between £15m and £20m to the Council’s
budget. For this reason, it is important that the Council continues to be prudent
with its use of reserves and contingency to mitigate future cuts.

EQUALITIES AND DIVERSITY ISSUES

Equalities and diversity issues are a mandatory consideration in decision
making in the Council pursuant to the Equality Act 2010. This means that the
Council and all other organisations acting on its behalf, have a duty to pay due
regard to equalities when exercising a public function. The broad purpose of
this duty is to integrate considerations of equality and good relations into day
to day business and keep them under review in decision making, the design of
policies and the delivery of services.

This duty requires decision makers to satisfy themselves that due regard has
been paid to equalities in all proposals. It also requires consideration of any
adverse impact on any protected group and whether mitigating factors can be
put in train.

The Council has published its revised Equalities Policy and refreshed
approach to equalities following the Council Meeting on 21% January 2014.
The revised policy was subject to an 8 week public consultation commencing
in October 2013 and it outlines aims and principles for the Council and our
partners to meet the Public Sector Equalities duties and how performance will
be monitored and published. The policy also indicates leadership roles within
the council for this agenda. The Council has also an Equalities Action Plan to
enable implementation of the Equalities Policy with Delivery Units and other
strategic partners. The Council’s equality pages have been updated following
21 January to replace the Equalites Policy dated 2010.
http://www.barnet.gov.uk/info/200041/equality and_diversity/224/equality and

diversity

The Council published its Strategic Equalities Objective in the Corporate Plan
2013 - 16. The objective is enshrined in the constitution at Article 1 Paral.03
which states that the purpose of the constitution is to address inequality and at
Article 12, the Principles of Decision Making, which states at 12.02c that
decision making, should be done with respect for Human Rights and
Equalities. The strategic Equalities Objective states that citizens will be treated
equally, with understanding and respect; have equal opportunity with other
citizens and receive quality services provided to Best Value principles. This
objective can be found at:
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http://www.barnet.gov.uk/info/200041/equality and diversity/224/equality and
diversity

As the Council transitions to the new Commissioning Council structure and
operating model the approach to Equalities has been reviewed and
strengthened, to ensure that roles and responsibilities are clearly outlined. A
common approach to equalities has been taken across internal and external
Delivery Units who are responsible for undertaking the necessary analysis of
the equalities impact of their budget proposals and considering the impact on
any protected group, including whether any mitigating factors can be put in
train.

Any decision (for example reductions to service budgets or service redesigns)
is potentially open to challenge through a judicial review. Whilst no public body
is immune from challenge, the risk can be significantly reduced by consistent
adoption of best business planning practice, a consistent approach to
analysing the equalities impact of proposals, an inclusive approach to
engagement, a clear understanding of the impact of proposed changes,
consideration of mitigations and monitoring of outcomes.

Delivery Units have autonomy in relation to their budget savings proposals
and for assuring themselves that the equalities impacts of their proposals have
been considered and that there is an action plan of mitigating actions as part
of standard business planning and decision making.

Central advice and guidance has been provided to Delivery Units throughout
the budget process to support a consistent approach to equality analysis and
this is available on the council’s intranet. The Policy Unit has worked with
Delivery Units to:

e ensure the Council takes a consistent approach to assessing the equalities
impact of their proposals including any cumulative impact on any particular
group and whether mitigating actions can be put in place;

e refine equality assessments as proposals develop.

In November 2013, Delivery Units were asked to review their initial analysis of
the equalities impact of their proposals and update their analysis as
necessary. Further work has been undertaken to refine and develop these
proposed savings. The public consultation on the budget closed on 31°
January 2014 and Delivery Units have undertaken some further work in
response to consultation feedback.

Full equality impact assessments were completed on the Customer and
Support Group (CSG) contract and the Re joint venture as part of those
commercial contracts. Should Capita and Capita Symonds propose service
change proposals these will need to be properly considered to ensure that due
regard have been given to equalities. This would include appropriate
communication and consultation and equalities impact assessments, prior to
decision making (in accordance with the Council’'s scheme of delegation) and
the implementation of any changes. The policy unit organised a workshop with
the relevant commercial contract managers to outline the Council’s
requirements and has subsequently offered advice as requested on proposals.

Appendix 2 to this paper outlines budget pressures and savings by Service
area / Delivery unit. Children’s have completed 9 Equality impact assessments
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relating to these savings and Adults and Communities have completed 12.
These two services are also the areas with the most new proposals for
savings in 2014/15.

9 EIAs from Children’s show a negative impact. As a result it has been
decided not to proceed with savings in Domestic Violence Services and Young
Carers and those savings have been absorbed elsewhere in the family
services budget savings. In the remaining 7 EIAs action plans are in place to
mitigate the adverse impact. Of the 12 EIAs submitted by Adults and
Communities no proposals are currently flagged as having a high adverse
equalities impact. 9 of the 12 EIAs in Adults and Communities are indicating a
positive impact with 1 EIA showing no impact (provider cost negotiation) and 2
showing minimum negative impact (reduction in floating support and leisure
saving through contract renegotiation and changed opening hours). Adults and
Communities proposals focus on efficiencies, replacing out of borough
services with in borough provision for supported housing schemes for people
with high functioning autism — Asperger’'s (Speedwell Court) and promote the
Delivery Unit priorities of promoting independence, choice and personalisation
of services. This will be kept under review through the action plans in place
with each EIA.

A cumulative impact assessment of the proposed budget savings has been
carried out. This includes some analysis of cumulative impact across groups
based on the equality analysis undertaken by each Delivery Unit/function
which underpin the budget savings and it takes account of the bigger picture
of performance monitoring against the Strategic Equalities objective and
Delivery Unit measures and broader changes such as Welfare Reform
together with any possible mitigations. The cumulative analysis considers all
proposals including proposals in the Children’s and Adults and Communities
Delivery Units and matters affecting staff.

The key mitigations will be to share these findings with our partners and
continue to pay due regard to equalities as we mainstream equalities through
business planning and finance processes and performance indicators. For
example, through the Strategic Equalities Objective so that adverse impact
can be kept under review and any avoidable impact mitigated.

USE OF RESOURCES [IMPLICATIONS (Finance, Procurement,
Performance & Value for Money, Staffing, IT, Property, Sustainability)

This report covers the Council's Medium-Term Financial Strategy and
business planning process. This report updates Cabinet on the details of the
budget for 2014/15 and 2015/16. In November 2013, Cabinet agreed updated
2 year budget proposals over the period 2014/15 to 2015/16 for consultation.
This report feeds back on this consultation and recommends the adoption of
the budget proposals set out within the report.

The total budget gap is £36.663m over the next 2 years. There is a provision
of £2.428m included in the budget to meet demographic pressures in relation
to delivery units. The combination of these factors requires the council to
make savings totalling £39.091m to enable a balanced budget to be set. The
budget position is set out in section 9.4, with detailed savings and pressures
included in Appendix 2.
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In addition to continued austerity, demographic change and the resulting
pressure on services poses a significant challenge to the Council. The
organisation is facing significant budget reductions at the same time as the
population is increasing, particularly in the young and very old demographics.
Given that nearly two thirds of the Council’'s budget is spent on Adult Social
Care and Children’s Services, this poses a particular challenge as these
services are predominantly ‘demand led’. There will also be costs related to
infrastructure development. The annual allocation of New Homes Bonus
funding will be allocated to the infrastructure reserve as a contribution towards
these costs.

There are a number of staffing implications as a result of implementing the
savings proposals. These are detailed below:

e TUPE transfer in: The savings resulting from alternative service
provision in Street Scene will mean all in-scope employees working
for May Gurney PLC at the time of transfer have automatically
become employees of the Council under the TUPE Regulations
when their work transferred in October 2013;

e TUPE transfer out: as part of the Customer and Support Group
(CSG) and Development and Regulatory Services (DRS) contracts
staff were TUPED in 2013 to Capita and Re respectively. There
were 429 managers and staff in scope for CSG and 256 for DRS;

e Staffing reductions: compared to previous years the proposed
numbers of staffing reductions are not significant. This is partly due
to the staffing changes detailed above and also because most of the
efficiencies in 2014/15 are being achieved from third party contracts.
There are 11.4 proposed reductions across 2014/15 and 2015/16.

As at November 2013, the total number of staff at risk was estimated at 11.4.
Consultation has been carried out with staff at risk, and this concluded on 25
November 2013.

Savings consist of a number of efficiency, service reduction and income
generation proposals. Broadly, performance is not anticipated to be negatively
impacted for the efficiency proposals, however given the scale of the
efficiencies to be found the on-going impact will be closely monitored post
implementation. The most significant service reduction proposals are in
Children’s Services and the service delivery impact has been considered and
mitigating actions have been put in place where necessary.

LEGAL ISSUES

The Council has statutory obligations under the Equality Act 2010 and in
particular s149 sets out the Public Sector Equality Duty (PSED).

All proposals emerging from the business planning process must be
considered in terms of the Council’s legal powers and obligations, including its
overarching statutory duties such as the Public Sector Equality Duty. Any
proposals including those to reduce or fundamentally change service delivery
would require the decision makers to have due regard to the public sector
equality duty which can be evidenced by the completion of equality impact
analysis and full consideration of its findings.
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General Public Sector Equalities Duty
The PSED consists of a general duty, with three main aims. The general duty
requires public bodies to have due regard to the need to:
» Eliminate unlawful discrimination, harassment and victimisation and
other conduct prohibited by the Equality Act 2010;
» Advance equality of opportunity between people from different groups;
and
* Foster good relations between people from different groups.

Specific Equalities Duty
The specific duties commenced in England in September 2011 and require
public bodies to:
 Set and publish equality objectives, at least every four years; and
* Publish information to show their compliance with the Equality Duty, at
least annually.

The information published must include information relating to employees (for
public health with 150 or more employees) and information relating to people
who are affected by the public body’s policies and practices.

The duty is a continuing duty. Through the process of finalising the budget and
corporate plan, the Council will need to satisfy itself that these requirements
have been adhered to in formulating the proposals outlined in this report.
Equality impact assessments will need to be monitored and reviewed on
individual projects as the projects are implemented.

Report of Independent Steering Group (ISG) Review of General and Specific
Duties of Public Sector Equality Duty (PSED)

This review of the PSED was carried out by an independent steering group
under the Government’'s Red Tape Challenge and the report was published in
September 2013. The report recommendations made no change to any of the
existing provisions of the Public Sector Equality Duty. It recommends that a
further review should be carried out in September 2016.

Protected Characteristics

The 2010 Equality Act identifies the following protected characteristics:
* age;

* disability;

* gender reassignment;

 pregnancy and maternity;

* race;

* religion or belief;

* sex;

* sexual orientation.

It also covers marriage and civil partnership with regard to eliminating
discrimination.

The ‘Brown Principles’

7.8

The six Brown principles were first used in 2008 in R. (Brown) v. Secretary of
State for Work and Pensions [2008] EWHC 3158 to set out what the court
considered a relevant body has to do to fulfil its obligation to have due regard
to the aims set out in the general equality duty.



7.9  These principles are that:
» Decision makers must be made aware of their duty to have ‘due regard’ to
the identified goals;
» The due regard must be fulfilled before and at the time that a particular policy
is being considered by the public authority in question;
» The duty must be exercised in substance, with rigour and with an open mind;
» The duty imposed on public authorities is a non-delegable duty;
» The duty is a continuing one;
* It is good practice for those exercising public functions in public authorities to
keep an adequate record showing that they have actually considered their
duties and pondered relevant questions.

7.10 The Equality Act 2010 also requires the provision of reasonable adjustment to
meet the needs of a disabled person where they are different from the needs
of non-disabled people in order to provide equal access and equal treatment.

7.11 There are also statutory Codes of Practice issued by the Equalities and
Human Rights Commission which the Council has taken into account in
formulating equalities guidance.

Consultation
7.12 As a matter of public law the duty to consult with regards to proposals to vary,

reduce or withdraw services will arise in three circumstances:
* Where there is a statutory requirement in the relevant legislative
framework;
* Where the practice has been to consult or where a policy document
states the Council will consult then the Council must comply with its
own practice or policy; and
» Exceptionally, where the matter is so important that there is a
legitimate expectation of consultation.

7.13 As a matter of public law the Council is required to consider whether to put out
to consultation proposed policy changes and developments. This is
particularly important when considering changes which affect any of the
groups with protected characteristics. The results of that consultation must be
taken into account when the final decision is made. The council will ensure
compliance with this requirement.

7.14 Finally, staff consultation about these proposals, in compliance with s188 of
the Trade Union and Labour Relations (Consolidation) Act 1992 took place
during the period 24 October 2013 to 25 November 2013.

8. CONSTITUTIONAL POWERS (Relevant section from the Constitution,
Key/Non-Key Decision)

8.1 Council Constitution, Responsibility for Functions, Section 4 sets out
Responsibility for Executive Functions. Paragraph 4.8 provides for the Cabinet
to recommend to the Council for adoption the Council’s budget.

9. BACKGROUND INFORMATION

9.1 Executive Summary

10



9.2

9.2.1

9.2.2

9.2.3

In March 2013, the Council agreed its MTFS, which set a three year budget for
the period 2013/14 — 2015/16. In November 2013, Cabinet agreed budget
proposals for 2014/15 and 2015/16 for consultation. This report provides
feedback on the outcome of consultation on the budget proposals for 2014/15
to 2015/16 and recommends budget proposals for 2014/15 to 2015/16 for
approval,

The council’s strategic context is set out in section 9.2. The strategic
objectives form the basis of the Corporate Plans and drive the allocation of
resources.

The total budget gap is £36.663m over the next 2 years (2014-16). The 2 year
budget gap has been updated to reflect recent announcements and CSR
2013.

Savings of £39.092m and pressures of £2.428m have been identified to
enable a balanced budget to be set. The two year budget position is set out in
Appendix 1, with detailed pressures and savings included in Appendix 2.

The budget proposals within this report are predicated on a 1% reduction in
council tax for 2014/15 and a council tax freeze for 2015/16.

Strategic Context

Despite recent signs of more positive economic data, the economic climate
remains challenging. At the Spending Review in October 2010, central
Government set out plans for cutting total public spending by £81bn over four
years from 2011 to 2015 in order to eradicate the national budget deficit. This
translated to a cut of 27% - or £72m — to the Council’'s budget over that period.
The Government has levied further cuts on Local Government since the 2010
Spending Review. An additional 2% will be cut from Council funding in
2014/15 and June’s announcement for the 2015/16 Financial Year translates
to a further cut of 10% to Local Authority budgets. The Government has made
it clear that austerity is likely to continue until, at least, the end of the decade.
The Council forecasts that the cut to its grant, after factoring in increases due
to inflation and demographic pressures, over the four year period from 2016 to
2020 will result in a budget gap of £73.6m. When taking into account inflation,
the Council’'s budget is expected to be 44% lower in 2020 than it was in 2010.
In spite of the on-going financial challenges, the Council continues to provide
high quality services to residents. The Council’'s Residents Perception Survey,
conducted in September - October 2013, shows that, compared to 2012,
resident satisfaction with the majority of council services has improved. Nine
services — including the repair of roads and social services for adults and
children - saw significant increases in satisfaction and the majority of these
out-performed other outer London Boroughs. Overall resident satisfaction with
the local area remains high and significantly above the national average — 86%
of residents are satisfied with their local area as a place to live.

Overall resident satisfaction with the council has increased by 11% since 2012.
Compared to 2012, residents think the council is doing a better job, making the
area a better place to live, provides value for money, is efficient and well run,
trustworthy, is doing a better job than a year ago, keeps residents informed
and is easy to access council services. In addition, 91% of schools in Barnet

11
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9.3.3

9.34

are rated as ‘good’ or ‘excellent’ by Ofsted — the second best performance in
the country - and Adults and Children’s services are recognised as ‘excellent’
by external inspectors. The Borough remains an attractive and successful
place to live, with household incomes totalling almost £6bn last year and 86%
of residents satisfied with their local area.

During these challenging times, the Council does not want to increase the
financial burden on families and individuals. This is why the Council has frozen
Council Tax for four years from 2010/11 to 2013/14, and plans to reduce
Council Tax in 2014/15, representing a real terms cut in Council Tax of 20%
over the five year period.

Strategic objectives and the Corporate Plan

The Corporate Plan is the overarching strategic document for the Council,
setting out its strategic priorities and objectives. The latest Corporate Plan
which covers the period 2013/14 to 2015/16 was published in April and has
been revised to reflect the new freedoms offered by the Localism Act.

The revised Plan is more focussed, with a reduced number of objectives,
refined performance targets, and clear lines of accountability. The Corporate
Plan sits above published Service Plans for each directorate providing a clear
link between the Council’s strategic objectives and the actions each service
will take to deliver them. The Council’'s strategic objectives reflect the
concerns of residents following a consultation exercise to understand the
views of residents in relation to service priorities.

The strategic objectives set out in the Corporate Plan reflect the priorities of
residents and achieving them will require collaboration between the Council
and its public sector partners. For example, an objective to keep Barnet safe
sets out how the Council will work with the Police and others to achieve this.

Overarching priorities

The Corporate Plan includes the three overarching priorities, and these will
remain unchanged for the forthcoming year. They are:

e To create the right environment to promote responsible growth,
development and success across the borough;

e To support families and individuals that need it — promoting
independence, learning and well-being; and

e To improve the satisfaction of residents and businesses with the London
Borough of Barnet as a place to live, work and study

These top three strategic priorities are underpinned by a number of priority
outcomes and performance indicators against which success is monitored
which together forms the Council’s strategic framework. This framework is set
out below:

Barnet Council will work with local partners to:
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1. Create the right
environment to promote
responsible growth,
development and
success across the

2. Support families and
individuals that need it —
promoting independence,
learning and well-being.

3. Improve the
satisfaction of
residents and
businesses with the
London Borough of

borough. Barnet as a place to
live, work and study.
This means... This means... This means...

¢ Creating jobs and new ¢ Encouraging families and ¢ Giving excellent services

homes in the next five
years via regeneration

individuals to live as
healthily and independently
as possible, giving targeted

to residents

¢ Protecting the unique

e Increasing skills, character of the borough

services to those who most

encouraging enterprise need it. and providing sustainable
and reducing infrastructure to support
unemployment. success.

Measure: Measure: Measure of success:

¢ Resident satisfaction with
the borough as a place to
live work and study

e Managing demand for
services.

¢ Business growth and
retention.

e Satisfaction with the
Council.

We will deliver this, by focussing our efforts on these outcomes:

1: To maintain a well-designed, attractive and accessible place, with sustainable
infrastructure across the borough.

2: To maintain the right environment for a strong and diverse local economy.
3: To create better life chances for children and young people across the borough.

4: To sustain a strong partnership with the local NHS, so that families and
individuals can maintain and improve their physical and mental health.

5: To promote a healthy, active, independent and informed over 55 population in the
borough so that Barnet is a place that encourages and supports residents to age
well.

6: To promote family and community well-being and encourage engaged, cohesive
and safe communities.

9.4 Medium Term Financial Strategy
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9.4.1

9.4.2

9.4.3

9.4.4

9.4.5

9.4.6

9.4.7

9.4.8

The Medium Term Financial Strategy (MTFS) sets out all of the budget
changes over a rolling two-year planning period, including assumptions
around inflation, changes to levies, pressures, savings and grant funding. It is
the model which underpins the council’s financial strategy.

2014/15 — 2015/16

The budget covering the period 2014-16 reflects a budget gap of £39.091m
over the two years, together with savings proposals to reach a balanced
position.

Funding from Central Government, Council Tax and Use of Reserves

The potential budget gap that the Council faces from 2014-16 includes
assumptions about levels of expected Government grant, future levels of
business rates and changes to the Council Tax base, along with a range of
other assumptions about pay and non-pay inflation, future levies and other
risks.

On 18 December, the Government announced further cuts for the 2015/16
Financial Year as part of Local Government Finance Settlement 2014/15 and
2015/16. This included a further cut to Local Government funding of around
10% in that year, as well as indicating that austerity is likely to continue until
the end of the decade. It is important to stress that modelling for 2015/16 is
based on a number of assumptions and for now, a 19% reduction in the
Revenue Support Grant (RSG) is deemed sufficient until further detail is
released from Central Government.

The administration has allocated savings as a result of signing the CSG and
Re contracts and the council tax freeze grant, as follows:

e Council tax reduction and freeze: £2m

e Roads and pavements: £4m

e Other priority projects: £1m
2013/14 financial position
The latest position on budget monitoring for 2013/14 will be reported to
Cabinet Resources Committee in February 2014. The report shows a
projected £2.2m overspend across all services. Work is currently underway to
ensure this is a balanced position by year end. This will ensure that the
Council’s level of general reserves will remain above £15m at the end of the
year.

The most significant risks are the overspend reported in Street Scene delivery
unit. Actions are being taken to address this position in the current year and
beyond. Budget pressures also continue in respect of temporary
accommodation but it is anticipated that this will be contained within existing
contingency allocations. The level of reserves and contingency has been set
within this budget recognise the risk associated with this position continuing
into 2014/15.

Specific items and risks over the next two years provided for in MTES
There are a number of risks that have been factored into the budget model for
this final budget report. A commentary on these is set out below:

e Pay and non-pay inflation: assumptions included in the MTFS are
for a 1% increase in local government pay and an assumption of
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2.5% for non-pay inflation for third party contracts and spend. These
assumptions are unchanged from the November budget report;
North London Waste levy: the latest projections from NLWA have
been included within the MTFS for 2014/15 and 2015/16;
Contingency: provision is made within central expenses for specific
risks including adverse equalities impacts that cannot be mitigated.
There is money set aside to reflect the risk related to increase in
cost associated with temporary accommodation, potential increase
in Children’s social care demographics, and provision for general
and unforeseen risks; and

Formula grant, core grants and business rates: allocations for
2014/15 and provisional allocations for 2015/16 have now been
announced. The impact on the MTFS was an increase in funding of
£1m in 2014/15, and a reduction in funding of £3.5m in 2015/16.
The net impact of this was offset by provision in contingency set
aside for future funding risks.

Emerging risks over the next two years

9.4.9 There are a number of risks to the Council’s financial position as a result of
changes in demographics, changes to legislation and other factors. The
Council holds reserves and contingency balances to address future risks and
concerns. These risks will be kept under review as they materialise.

Welfare reform: the move towards universal credit is anticipated to
have an impact on housing and social care services (in Adults and
Communities and Children’s Services);

Social care funding reform and draft Care Bill: introduction of a cap
on contribution towards care costs and assessments and services
for carers is likely to increase the pressure on the service. There will
be additional funding for social care to local authorities however at
this stage it is unclear if this will meet the likely pressure;

Children and Families Bill: expected to become law in 2014 and will
extend the Local Authority’s responsibility to ensure access to
education for young people with special educational needs (SEN),
from the current age limit of 19, up to the age of 25;

New government guidance being consulted on in early 2014
regarding parking enforcement changes may have a negative
impact on revenue collected;

The creation of the Better Care Fund (BCF) is likely to have funding
pressure for the Clinical Commissioning Group (CCG) and the
creation of a pooled budget may mean the council reduces its
control of the social care and health integration monies that has
been funding demographic pressures in the service;

Dedicated Schools Grant (DSG) and Schools Budget 2014/15

9.4.10 The major reforms brought in for 2013 have now been implemented and there
are no major changes for 2014/15.

9.4.11 The local authority funding rates remain frozen and the only increases in the
DSG are due to additional pupils on the census and the expansion of the two
year old free entitlement. The Barnet school funding formula remains the
same and schools continue to be protected by a minimum funding guarantee
which ensures they receive at least 98.5% of their 2013/14 per pupil funding in

2014/15.
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9.4.12 Pressures on the budget come from high needs placements, especially those
in independent special schools and from continuing growth in primary pupil
numbers leading to new schools and expansions. Advance non-capital
funding for setting up new classes is costing approximately £2m per year. Post
16 high needs funding is another pressure area with government limitations on
growth.

9.4.13 The draft Schools Budget was presented and agreed by Schools Forum on 3™
December 2013. The final DSG has yet to be confirmed as the Early Years
Block and the High Needs block will be adjusted in March 2014 following the
January Census and the High Needs Place Return. In subsequent months this
will be presented to the Schools Forum for consideration and agreement.

Revenue Budget

9.4.14 Savings proposals for 2014/15 and 2015/16 have been reviewed across the
Council to ensure they remain deliverable and are in line with the direction of
policy. These are set out in detail at Appendix 2.

9.4.15 The total savings from each delivery unit are set out below:

Delivery Unit 2014/15 2015/16
‘m ‘m
Adults and Communities 8.377 8.424
Assurance 0.04 0.175
Children’s Service 4.44 6.207
Commissioning 0.8 0.525
Customer and Support Group 2.393 2.1
Housing Needs and Resources 0.055 0.3
Legal 0.15 0.2
Re 1.355 0.3
Street Scene (including parking) 1.4 1.851
Total 19.01 20.082

9.4.16 An allowance has been included within the budget envelope for demographic
growth in line with population projections for Adults and Communities and
Children’s Services.

9.4.17 The total pressures for each delivery unit are summarised below:

Delivery Unit 2014/15 2015/16
‘m ‘m
Adults and Communities 0.8 0.8
Children’s Service 0 0.72
Street Scene 0.108 0
Total 0.908 1.52

9.4.18 The overall position for Member decision can be summarised as follows:

2014/15 2015/16 Total
£000 £000 £000
Budget Gap before savings & pressures 18,101 18,562 36,663
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Proposed Pressures 908 1,520 2,428
Proposed Savings (19,010) | (20,082) (39,092)
Budget Gap after savings 0 0 0

9.4.19 Cabinet are asked to recommend the budget as set out in Appendix 2 for

approval by Council.

Balanced position

As a result of the budget proposals set out above, the council has a balanced

budget position for the period 2014/15 and 2015/16. This is based on actual
funding announcements for 2014/15 and provisional announcements for
2015/16.

9.5

9.5.1

9.5.2

9.5.3

954

Consultation

Development of strategic objectives, business plans and savings options have
been informed by consultation and engagement with residents and NNDRPs.

The consultation took place in two phases:
e Phase One: Residents’ Perception Survey (September2013 — October
2013)

e Phase Two: Formal Business Plan and Budget Consultation (8"
November 2013 — 31 January 2014)

Residents’ Perception Survey (September 2013 — October 2013)

The Residents’ Perception Survey (RPS) provides a borough-wide
understanding of residents’ priorities, perception of public services and how
the views and priorities of residents have changed over the last twelve
months. This information can be used to challenge and inform priorities for
service plans, commissions and future budget options. Key headlines from the
survey are as follows;

Overall satisfaction with the local area remains _high and is in _line with
the National average

The vast majority of residents (86 per cent) are satisfied with their local area
as a place to live which is two per cent lower compared to 2012 (88 per cent)
but not significant, and in line with the national average (plus one per cent).

Residents’ top three concerns have shifted slightly since 2012

Conditions of roads (30 per cent, up four per cent since last year) and crime
(30 per cent, in line with last year) are the top two concerns for Barnet
residents.

The third top concern for Barnet residents is lack of affordable housing which
has seen another significant increase since last year (plus six per cent). This
increase, compounded by the 2012 increase, means a total increase in
concern of 11 per cent has been experienced over a three year period, and is
now significantly above the London average (plus four per cent).
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9.5.5

9.5.6

9.5.7

Concern for Council Tax has dropped by five per cent year on year, and is
now in line with London. However, in the General Budget Consultation, when
respondents were asked if they agreed with the council’s proposal to cut
council tax by one per cent next year, the vast majority of Citizens’ Panel
agreed (71 per cent).

The increased concern experienced last year with: traffic congestion has now
diminished; litter and dirty streets remains in line with last year, and as
mentioned previously the concern for lack of affordable housing continues to
rise.

Apart from lack of affordable housing, Barnet residents are not significantly
more than concerned than London on any other issues that were listed.

Formal Budget Consultations (8th November 2013 — 31st January 2014)

The council has a duty to consult with residents, service users, employees and
other stakeholders where proposals to vary, reduce or withdraw services in
the following circumstances: where there is statutory requirement; where the
practice has been to consult on changes or where a policy to consult is in
place; or where the service reduction or change of a nature, where there is a
legitimate expectation of consultation, regardless of statutory duties.
Consultation is also recommended in other circumstances, for example to
identify the impact of proposals or to assist with complying with the Council’s
equality duties.

As part of this duty to consult, phase two of the formal consultation consisted
of:

e General Consultation: used to ascertain views on the councils overall
approach to its business plan and budget; the proposal to cut council
tax by one per cent next year; Delivery Unit priorities identified for
2014-15; and to invite general comments on efficiency savings and
income generation identified in the budget

e Service-specific consultations where the council has indicated there will
be variations to services in their budget proposals for 2014/15

General Consultation on the Business Plan and Budget

The general consultation was published on the council's engage space
http://engage.barnet.qov.uk/ which gave detailed background information
about the council budget and the challenges the council faces. Collection of
respondents views were fed back via an open web online self-completion
survey and paper copies were made available. In order to boost the response,
and ensure the views of a profiled representative sample was achieved, the
survey was also sent to the Citizens’ Panel'. Also as part of the Council's
statutory duty to consult with National Non Domestic Rate (NNDR) Payers,
letters were sent out to all the council's NNDR payers inviting them to take
part in the consultation. The consultation was widely promoted via the
council’'s Residents’ magazine, Barnet First, Community Barnet, the Youth
Board and various service user group newsletters and partnership boards.

! The core panel is made up of 1500 Barnet residents, selected to be representative of the adult
population of the borough in terms of ward, age, gender, ethnicity, housing tenure, faith and
disability

18



9.5.8 In total 497 surveys were completed, 443 by the Citizens’ Panel and 54 were
completed by the general public via the open online web survey?. The findings
have been reported on separately so that comparisons can be made with the
larger representative sample of the Citizens Panel and the much smaller
response to the open web survey. The Citizens’ Panel response was also
weighted to ensure the achieved sample was representative of the borough’s
population. As the web survey has only received a total response of 54, when
considering the web findings account should be taken of the small sample
size. Key findings are as follows:

9.5.9 The majority of Citizens' Panel members agree that the council has got the
right balance in terms of efficiency savings, increased revenue and reductions
to services, with three fifths agreeing (63 per cent). Conversely, those
responding to the open web survey were much less likely to agree with the
council’s approach (39 per cent, 21 out of 54 respondents)

9.5.10 The vast majority of Citizens' Panel members welcome a cut in council tax
next year, with nearly three quarters agreeing with the cut (71 per cent).
However, those responding to the open web survey, were less likely to agree
with the cut, just under half of respondents (49 per cent, 24 out of 49
respondents) agreeing with the proposal to cut council tax by one per cent
next year.

9.5.11 The vast majority of respondents agreed with most of the priorities the delivery
units have identified for 2014/15. More of a majority was experienced with the
Citizens Panel, with around four fifths or more agreeing with many of the
priorities, compared to the open online web respondents, who although
supportive, were not as enthusiastic in their level of agreement. This was
particularly apparent with, the Street Scene Priorities, where they were more
likely to be neutral or said they did not know.

9.5.12 The theme of protecting the vulnerable was clearly evident in the responses to
this consultation, with the highest level of agreement experienced for those
priorities within Adults and Communities and Children's Service, that seek to
protect the vulnerable.

Service Specific Consultations
9.5.13 There were two service specific consultations where the council had indicated
there will be variations to services in their budget proposals for 2014/15
e Adults and Communities: The Community Offer
e Children’s Services: Commissioned Services and Traded Services for

Schools

9.5.14 The service consulted with their users and other stakeholders via face to face
engagement and an online survey. The general public were also given an
opportunity to have their say and register their interest on the council’'s engage
space. Key findings are as follows:

Community Offer consultation

> The open web survey closes on 31% January, so the response may increase, The Citizens’ Panel
has now closed; the survey was sent directly to panel members via their e mail or postal address. The
Panel survey had a four week consultation period, with two reminders sent during this period.
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9.5.151In the main the Community Offer was positively received. However some
respondents raised concerns. The main focus of concern was whether offering
telecare and equipment as an alternative to home care calls would increase
social isolation for affected individuals. Respondents indicated that it was
essential that individuals were carefully and individually assessed to ensure
this did not happen. Adult Social Care will continue to have a legal duty to
assess needs on an individual basis and meet eligible social care needs.
Assessment and support plans will consider an individual's social needs.
Those carrying out support planning will work with service users to identify
concerns and will ensure that individuals where isolation may be an issue are
supported to access befriending and community support, such as older
peoples’ neighbourhood services. This should mitigate concerns about
increased isolation. Concerns were also raised about ensuring that
appropriate support was in place for people using Direct Payments and
ensuring that the payments being provided are sufficient to cover the cost of
the care needed by an individual. As a result, the Adults and Communities
Delivery Unit are re-establishing a Forum for Direct Payment Users and
Carers, chaired by the Assistant Director of Adult Social Care to advise users
and carers on the process of Direct Payments and assist them with any
concerns they have. Each social care team has a dedicated Direct Payments
Advisor who is available to support individuals.

Commissioned services, and Traded services for schools consultation

9.5.16 In relation to commissioned service savings, most respondents tended to
agree with the proposal to make savings by jointly buying services with health,
although concerns were expressed that there could be reduction in service as
a consequence. Respondents tended to agree or strongly agree with the
proposal to reconfigure short breaks, with concerns expressed about how this
would impact on service delivery, especially for those with lower level needs.
Respondents thought that reviewing and joining up similar services could be
beneficial, so long as the overall service levels were not adversely affected.
There was a mixed response to this proposal; 37 per cent of respondents
strongly agreed or tended to agree, whereas 38 per cent tended to disagree or
strongly disagree, with the remainder being neutral (21 per cent) or
indicating they don’t know (four per cent).A similar percentage of respondents
strongly agreed or tended to agree (39 per cent) compared with the
percentage that strongly disagreed or tended to disagree (38 per cent), with
the remainder being neutral (15 per cent) and indicating don’t know (eight
per cent), about the proposal to develop a traded services model for
educational welfare and educational psychology, and find the balance of
savings by reducing the ‘schools causing concern’ budget. A high number of
schools indicated they would be willing to buy back educational psychology
services.

Staffing implications and associated costs
9.5.17 The budget savings options set out in Appendix 2 have a number of staffing
implications in the following Delivery Units:
e Family Services: Reduction of 2.4 FTE
e Education & Skills: Reduction of 2.3 FTE
e Assurance: Reduction of 1 FTE

9.5.18 In addition to the reductions above, the level of buy back for the schools
traded service within the council is still being finalised and may have staffing
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implications. Consultation continues with these members of staff and trade
unions.

9.5.19 The information above is provided to enable the Cabinet to understand the full
service delivery and financial implications of the budget proposals. Further
work is being undertaken as part of a longer term workforce strategy to
determine the future size and shape of the council. All staffing related
decisions are within the remit of the General Functions Committee.

9.5.20 On 4 November 2013, General Functions Committee considered the staffing
implications of the budget headlines, and agreed that subject to the
completion of statutory consultation with staff and Trade Unions an
compliance with the council's ‘Managing Organisational Change’ policy, that
the Chief Operating Officer be instructed to arrange with the respective
Directors for redundancy letters to be issued to those employees who are to
be made redundant as a result of this process.

9.5.21 As a result of consideration of consultation and other factors, the following
amendments have been made to the budget proposals:

a) To cut Council Tax by one per cent next year;

b) Investment of £1m will be allocated to fund priority projects to tackle key
concerns from the Residents’ Perception Survey;

c) The Adults and Communities (A&C) delivery unit will be implementing the
proposals set out under the Community Offer. However, concerns raised
through the consultation about assessing cases on an individual basis and the
need to ensure that people do not become isolated through the increased use
of equipment technology will be taken into account. A&C will be mindful about
how these proposals are implemented and address the concerns raised.
Additionally, as a result of concerns raised regarding Direct Payments A&C will
be re-establishing the Direct Payments Forum for users and carers; and

d) The Commissioned services and Traded services for schools proposals are
being taken forward. In response to feedback it is not proposed to reduce
commissioned domestic violence services or to reduce commissioned
services for young carers. Consultation feedback will also be taken into

account when implementing the proposals.

9.6 Council Tax

9.6.1 As part of the Localism Act the government has introduced new arrangements
for council tax setting. These include provisions for a referendum on excessive
council tax increases. The government has indicated that the level that it
considers excessive is 2%. In effect this means that council tax increases are
capped at 2% for 2013/14. The Council’'s budget is based on a council tax
decrease of 1% for 2014/15 and freeze for 2015/16.

9.6.2 The detailed council tax base schedules are included in Appendix 2. Under

delegated powers, the Chief Finance Officer has determined the 2014/15
taxbase to be 128,463 (Band D Equivalents) — the calculation is set out below:
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Band D Equivalent

2013/14
164,244
(17,060)
(19,612)
127,539 130,338
Estimated non-collection (1.5 %) (2,365) (1,956)
Contribution in lieu of MoD 87 81

Council tax base 125,294 128,463

2014/15
165,611
(14,964)
(20,309)

Council tax base
Number of Properties
Estimated discounts
Estimated other charges

Total Relevant Amounts

9.6.3 The Localism Act requires Council approval of the council tax requirement
(including formula grant) in place of budget requirement (excluding formula

grant). This simplifies existing rules and does not affect council tax.

9.6.4 The calculation of the council tax for Barnet is set out below:

BUDGET

Total Service Expenditure

Contribution to / (from) Specific
Reserves

NET EXPENDITURE

Other Grants

BUDGET REQUIREMENT
Business Rates Retention
Business rates top-up
BUSINESS RATES TOTAL
RSG

Collection Fund Adjustments

BARNET'S ELEMENT OF COUNCIL
TAX REQUIREMENT

Council Tax base 125,294 125,294

Basic Amount of Tax
GLA Tax

Total Council Tax (Band D

Equivalent

2013/2014 2013/2014 2014/2015
Original Current Original
£ £ £
292,984,580 | 292,984,580 | 286,412,080
6,180,701 6,180,701 8,418,138
299,165,281 | 299,165,281 | 294,830,218

(31,522,000)
267,643,281
(33,608,000)
(17,436,000)
(51,044,000)
(77,122,000)

139,477,281

1,113.20
303.00

1,416.20

(31,522,000)
267,643,281
(33,608,000)
(17,436,000)
(51,044,000)
(77,122,000)

139,477,281

1,113.20
303.00

1,416.20

(34,255,000)
260,575,218
(34,500,000)
(17,800,000)
(52,300,000)
(65,200,000)
(1,500,000)

141,575,218

128,463
1,102.07
299.00

1,401.07

9.6.5 The GLA precept is £38,410,437 making the total estimated demand on the
collection fund and council tax requirement £179,985,655.

London Borough of Barnet

Greater London Authority

Total Requirement for Council Tax

£ 141,575,218

£ 38,410,437

£ 179,985,655
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9.6.6 The Council is required to set levels of council tax for each category of
dwelling. As there are no special items within Barnet's or the GLA’s budgets
affecting parts of the borough, there are only eight amounts of tax to set, as
set out below:

Council
Tax Band Barnet GLA Aggregate

ITOTMMOO®>

£ £ £
734.71 | 199.33 934.05
857.16 | 232.56 | 1,089.72
979.62 | 265.78 | 1,245.40
1,102.07 | 299.00 | 1,401.07
1,346.97 | 365.45 | 1,712.42
1,591.88 | 431.89 | 2,023.77
1,836.78 | 498.34 | 2,335.12
2,204.14 | 598.00 | 2,802.14

9.6.7 Individual council tax bills will reflect occupancy status with discounts for low
occupancy (one or no adults) and exemptions for specific circumstances. In
addition, some residents will be eligible for council tax support.

Council Tax Support Scheme

9.6.8 On 22 January 2013, following a 12 week consultation, The Council, adopted
a Local Council Tax Reduction Scheme called Council Tax Support. The
scheme had the following features:

Contribution of 8.5% for working age claimants unless in a protected
group;

Simplified system of non-dependent deductions;

Abolition of second adult rebate for working age customers;

Protection from the impact of the minimum contribution for war
pensioners;

War pension income disregarded from both the working age scheme
and the pension credit age scheme;

Other changes relating to the effective date of a change of
circumstances and how Universal Credit would be treated.

9.6.9 That the working age Non-dependant (ND) charges be uprated as follows:

Claimant or partner receiving Jobseekers | £0.00
Allowance (income based, Income related
Employment and Support allowance or
Pension credit.

Gross Income up to £187.99 pw regardless of | £5.00 per week
source if ND not receiving above benefit.

Gross Income £188.00 pw or over regardless | £11.25 per week
of source if ND not receiving above benefit.
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9.7

9.7.1 The Council’s capital programme is contained within Appendix 4. The current
programme (including 2013/14 spend and new approvals) is £537.846m from
2013/14 to 2018/19, with £106.836m government grants, £50.465m capital
receipts, £120.029m borrowing, £175.473m Major Repairs Allowance (MRA)
£33.948m capital

9.7.2 Additions to the capital programme as set out in this report are as follows:

Capital programme and invest to save

and Revenue Contribution

to Capital

(RCCO),

infrastructure reserve and £51.095m “other” funding.

Project Amount | Funding
£000

Adults investing in IT 500 Grant funded, re-profiling
of current programme

New secondary 14-19 7,000 Funded from external

provision grant and existing
schools capital
allocations

Relocation of Pupil Referral | 8,000 Funded from existing

Unit schools capital
allocations

Fuel tank to provide additional | 60 Funded from borrowing

liquid fuel storage capacity at

Mill Hill Depot

Brent Cross — design cost | 4,000 Funded from

funding infrastructure reserve
and recovered from
developer

Brent Cross — procurement 1,000 Funded from
infrastructure reserve and
recovered from
development partner

Brent Cross — funding for land | 26,000 | Funded from

acquisition infrastructure reserve
and recoverable from
developer through
procurement process

West Hendon - advance | 3,400 Funded from

delivery of highways infrastructure reserve

improvements

Colindale — Lanacre Avenue | 5,800 Funded from

and Aerodrome Road junction infrastructure reserve

improvements

Colindale — Grahame Park | 9,600 Funded from

decant programme infrastructure reserve

enhancement
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9.8

9.8.1

9.8.2

9.9

9.9.1

9.9.2

9.9.3

Project Amount | Funding
£'000

Town Centres — match funding | 5,000 Funded from
for external grant opportunities infrastructure reserve

Disabled Facilities  Grant | 1,230 Funded from borrowing
(DFG)

Empty homes grants 790 External grant funding

Treasury Management Strategy

The Treasury Management Strategy is included at Appendix 5. The main

recommended revisions to the Treasury Management Strategy are as follows:

e Extension of maximum investment duration from 2 to up to 10 years
subject to a limit of £50 million for investments of more than one year
duration and a limit of £20 million for investments of more than two years
duration; and

e Extend range of counterparties to include pooled property and equity
funds.

e Decisions in respect of investments over 2 years, and deposits with pooled
property and equity funds will be taken in consultation with the Council’s
investment advisor, and approved by the Chief Finance Officer.

e The prudential indicators have been updated to reflect the Council’s capital
programme; and

e The strategy has been updated to reflect the latest forecasts for interest
rates. Base rate is expected to remain at 0.5% for 2014/15, and therefore
the assumptions in the budget strategy for interest receipts remain the
same.

Cabinet are asked to note the Treasury Management Strategy as set out in
Appendix 5 which will go to Council for approval.

Housing Revenue Account

The Local Government & Housing Act 1989 requires the Housing Revenue
Account (HRA) to be maintained as a ring-fenced account and prescribed the
debits and credits for it. Any surpluses generated from the HRA can be used
to support the account when it fails to break even and for any one year a
budget can be set such that there is a drawing on balances, but it is not
permissible for an overall HRA budget deficit to be set. It is for the Council to
determine what level of balances should be maintained. The quarter 3
monitoring position indicated that at 31 March 2013 the HRA balances were
£16.1m, and forecast to be £13.9m at 31 March 2014.

The principal items of expenditure within the HRA are management and
maintenance costs, together with charges for capital expenditure (depreciation
and interest). This is substantially met by rent and service charge income from
dwellings, garages and commercial premises.

HRA rents

Although the HRA settlement assumed that rents would continue to increase
in line with the formula RPI + 0.5% + £2 until convergence was achieved with
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994

9.9.5

9.9.6

9.9.7

9.9.8

housing association rents, Local Authorities are now at liberty to set rents
locally. The only potential financial constraint is the rent rebate limit, which
determines the subsidy that the Council can claim from the Treasury for
housing benefit payments made to tenants, if the average council rent
exceeds the rent rebate limit rent, the Council cannot claim full housing benefit
subsidy on this additional amount.

Council dwelling rents
Although the government recommends that local authorities continue to follow

the national policy for rent setting, it has confirmed that this is only guidance
and that councils are free to set rents that reflect local priorities and needs.

The economic situation and welfare changes, such as council tax benefit and
housing benefit, mean that many lower income households in council homes
are facing financial pressures. In view of this it is proposed that the Council
moves away from Government formula rents which would see rents increase
by an average of 5.19%, and limits the annual increase to 2.5%.

Based on the 2.5% increase, the average weekly rent on a 52 week basis will
be £100.93. This has increased from an existing weekly average rent of
£98.47.

Service charges and garages
Service charges have been reviewed by Barnet Homes and the following
changes® are recommended to take effect from 1 April 2014:

%
2013/14 2014/15 Increase Increase
Grounds Maintenance | £1.26 £1.81 £0.55 44%
Lighting £1.07 £1.12 £0.05 4.4%
1 Bed- 1 Bed- 1 Bed-
£11.37 £11.73 £0.36
2 Bed - 2 Bed - 2 Bed -
£15.76 £16.26 £0.50 3.2%
Heating - Grahame 3 Bed - 3 Bed - 3 Bed -
Park £17.02 £17.56 £0.54
Heating — excluding
Grahame Park 3.2%
Digital Television £0.78 £0.80 £0.02 3.2%
Weekly Caretaking £6.26 £6.35 £0.09 1.5%
Caretaking Plus £8.08 £8.20 £0.12 1.5%
Quarterly Caretaking £1.26 £1.28 £0.02 1.5%
Enhanced Housing
Management and 3.2
Alarm Service
(sheltered housing)

Proposed increases for Grounds Maintenance, Lighting and Caretaking reflect

the actual cost of providing these services.

% All charges in this table are shown on a 48 week basis and rounded to the nearest penny
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9.9.9 Proposed increases for Heating and Digital Television are in line with inflation.

9.9.101t is proposed that the rents of council garages are increased by 3.2% in line
with inflation.

Buyback properties on regeneration estates

9.9.11 The council has acquired a number of homes on the regeneration estates from
leaseholders experiencing hardship and uses these properties as short term
temporary accommodation, charging rents which are similar to those for
emergency accommodation in the private rented sector.

9.9.12 The buyback properties are no longer required as short term temporary
accommodation as this is now being sourced effectively in the private rented
sector. The properties also provide a useful option for use as longer term
temporary accommodation for households impacted by welfare reform who
need to remain in the borough.

9.9.13 It is therefore proposed that rents are now brought into line with other forms of
longer term temporary accommodation, and are reduced to levels in line with
the housing benefit subsidy for Temporary Accommodation, which is set at
90% of local housing allowances plus £40 a week.

9.9.14 The proposed rents for buyback properties from April 2014 are set out in the

table below:
Summary | Area Current Rent Proposed Rent
1 Bed Grahame Park | £368.04 £195.77
2 Bed Grahame Park | £368.04 £237.31
2 Bed Stonegrove £368.04 £237.31
2 Bed Dollis Valley £368.04 £247.90
3 Bed Grahame Park | £368.04 £299.61
3 Bed Stonegrove £368.04 £299.61

HRA Summary & Working Balance

9.9.15 Total expenditure for 2014/15 is estimated at £65.2m, including charges for
financing HRA debt under the self-financing proposals and a contribution to
the Major Repairs Reserve of £14.7m.

9.9.16 The HRA for 2014/15 shows a use of balances of £3.3m, after a contribution
to Major Repairs Reserve of £14.7m. The estimated HRA balance as at 31
March 2015 is £10.6m.

9.10 Robustness of the budget and assurance from Chief Financial Officer

9.10.1 The Chief Finance Officer is required under section 25 of the Local
Government Act 2003 to report to the Council on the robustness of the
estimates and adequacy of reserves. The Council’'s reserves and balances
policy has been updated and is presented for approval at Appendix 6.

Robustness of estimates

9.10.2 The financial planning process for 2014/15 is in light of confirmation of further
cuts from central Government. This has posed a significant challenge for all
authorities to balance budgets with significant reductions in government
support. Barnet Council is meeting this long term challenge through its
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Priorities and Spending Review which will consider plans up to 2020 in order
to develop a balanced budget.

9.10.3 The financial planning process has been managed at officer level through the
Delivery Board. This Director level group has overseen the process for
financial planning, including medium-term resource projections, the strategic
context for the borough, the quantification of new pressures on resources, and
the identification of potential budget savings.

9.10.4 Extensive consultation has taken place in respect of the budget proposals in
general, and also in respect of specific planned changes. Consultation
feedback has been taken into consideration as final proposals to the Council
have been formulated.

9.10.5 At Member level, the Budget and Performance Scrutiny Committee has
considered the financial planning process and made recommendations to the
Cabinet. The Cabinet has given extensive informal and formal consideration to
the financial planning process, including at formal meetings in July and
November 2013.

In the view of the Chief Finance Officer, the proposed budget for 2014/15 is

robust.

Adequacy of reserves

9.10.6 The Council’s reserves and balances policy is set out at Appendix 6. The
extreme constraints on the Council’s financial resources means that the core
budget process is only able to reflect unavoidable increases in Council
expenditure. The Council must, however, retain its ability to respond to the
most urgent corporate priorities which do not come within this category. The
policy therefore maintains the provision for a service development reserve.
The policy sets out principles for the consideration of the level of general
reserves. These principles have been addressed as follows:

e Strategic Financial Context: continued cuts to local government funding will
continue in 2015/16 and beyond. For this reason, it is important that the
Council is prudent with its use of reserves and contingency to mitigate against
future cuts.

e Robustness of the Budget Process: the process that has been undertaken
to set the budget has included engagement of officers from service
departments throughout the year, regular reporting to Cabinet and scrutiny,
consultation with the public, along with due consideration of statutory duties,
particularly in respect of equalities. For these reasons, it can be confirmed that
the budget setting process has been robust;

e Effectiveness of Risk Management: risk management processes have
continued to improve during 2013/14. Service and corporate risks have been
taken into account in budget-setting and in considering the adequacy of
reserves;

e Effectiveness of Budget Management: the Council has robust arrangements
for managing budgets and performance. Close attention will continue to be
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paid to the implementation of agreed savings, with regular reporting to the

Cabinet Resources Committee.

9.10.7 Having considered the application of the above principles, the Chief Operating

Officer recommends:

e General fund general reserves of a minimum of £15m; and
e Housing revenue account general reserves of a minimum of £3m, increasing
to a target minimum level of £6m over the medium term in recognition of

planned increased local autonomy.

9.10.8 The latest position in respect of general reserves is as follows:

General reserve Mar-13 2013/14 Mar-14 2014/15 Mar-15

account

£m £m £m £m £m
General fund 15.8 0.0 15.8 0.0 15.8
Housing revenue 16.1 (1.2) 14.9 (2.9 12.0

9.10.9 For specific reserves, the Chief Operating Officer has considered relevant to

each reserve and advises the following planned levels:

Specific
reserves

Mar-13 2013/14 Mar-14 2014/15 Mar-15

Risk 16.3 (5.0) 11.3 0.0 11.3
Transformation 13.5 (3.0) 10.5 0.0 10.5
PFI 2.5 (0.4) 2.1 0.0 2.1
Service
Development 6.5 (6.0) 0.5 0.0 0.5
Infrastructure

15.0 8.0 23.0 4.0 27.0
Service Reserves | 217 5.0 16.7 0.0 16.7

Council total .
Schools reserves | 148 0.0 14.8 0.0 14.8
Total 90.3 | (11.4) | 78.9 4.0 82.9

9.10.10 The council’'s arrangements for ensuring financial resilience have been
assessed by external auditors during 2013/14 and have been found to be

robust.

10. LIST OF BACKGROUND PAPERS

10.1 None.

Cleared by Finance (Officer’s initials)

JH

Cleared by Legal (Officer’s initials)

JF
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10. LIST OF BACKGROUND PAPERS

10.1 None.

Cleared by Finance (Officer’s initials)

JH

Cleared by Legal (Officer’s initials)

JF
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Appendix 1

Medium Term Financial Strategy 2014/15 2015/16
£000 £000

Budget brought forward 299,165 294,829
Statutory/cost drivers
Inflation (pay ) 1,210 1,210
Inflation (non-pay) 3,057 3,057
North London Waste Authority (NLWA) levy 2,381 2,452
Capital financing costs 1,500 1,500
Statutory/cost drivers sub-total 8,148 8,219
Central Expenses
Contingency - general risks 1,035 (3,093)
Children's Services - Demographic pressures 1,400
Concessionary Fares 411
Public Health Grant 536
Central Expenses sub-total 3,382 (3,093)
Balances to/(from) reserves
Specific reserves contribution 2013/14 New Homes Bonus (NHB) (6,181)
Specific reserves contribution 2014/15 NHB 8,417 (8,417)
Specific reserves contribution 2015/16 NHB 10,291
Service Development Reserve (955)
Reserves sub-total 2,236 919
Total expenditure 312,931 300,874
New Formula grant funding
Business Rates 34,500 35,500
Business Rates- Top up 17,800 18,300
Revenue Support Grant (RSG) 65,200 48,200
New Formula grant sub-total 117,500 102,000
Council Tax
Council Tax (CT) 141,575 142,511
Collection Fund contribution 1,500 1,500
CT freeze grant 14-15 1,625 1,625
CT freeze grant 15-16 1,647
Core grants
Private Finance Initiative (PFI) credit 2,235 2,235
Education Servcies Grant 4,757 3,567
NHB 8,417 10,291
Unallocated RSG 181 460
Housing and CT Benefit Administration Grant 2,705 2,142
Public Health 14,335 14,335
Other funding sub-total 177,329 180,313
Total Income from grant and Council Tax 294,829 282,313
Proposed Pressures 908 1,520
Budget Gap before savings & pressures 18,101 18,562
Proposed Savings (19,010) (20,082)
Budget Gap after savings (0) (0)
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2014/15 Budget Summary and Forward Plan

Adults & Communities

2014/15

2015/16

Base Budget
Virements

Efficiencies

Savings through supporting people in the community as opposed to high cost placements
The 'Community Offer' delivers savings through supporting people in the community and
offering alternative ways to meet statutory social care needs as opposed to high cost care
packages and residential placements. This will lead to increased use of universal services,
enablement, telecare, equipment and direct payments instead of a traditional home care and
residential care.

The 'Community Offer’ will be delivered by multi-disciplinary teams of social workers,
occupational therapists, telecare and direct payments advisors. All support plans to meet
social care needs will be assessed and approved by an Integrated Approval Panel whose role
is to ensure that statutory duties are met whilst promoting independence.

The net cost of supporting someone on a community alternative is cheaper than traditional
care. This is an ongoing initative which is already beginning to take effect and should be
delivered in full in 2014/15.

The achievability of this saving could be impacted by the Care and Support Bill however work
is underway to assess the impact and plan for delivery.

Savings through supporting people in appropriate housing as opposed to high cost
placements
Reduction in cost of residential third party placements by:
(1) Innovative use of support and housing options to deliver savings whilst ensuring
promoting choice and independence for customers. The savings proposals are:

« Re-commissioning our Floating Support contract

« Develop additional Sheltered Plus accommodation

(2) Introduction of 'neighbourhood network support scheme. A project which enables
individuals currently living in supported living schemes to move on to be more independent
with low level support, to enable tenancy maintenance and support with bills. This target is
based on offering a network to a minimum of nine people.

(3) Preventing the need for residential care by an overage of 3 months, through enabling
people to stay well and safe at home using enablement, home care, equipment and telecare.

The gross average cost of supporting a high cost placement in residential or nursing care is
£53k per annum, existing clients in residential or nursing care in Q1 of 2013/14 were about
1,100 so to achieve this saving appropriate housing would need to be found for 3% of the
existing clients. The achievability of this saving is predicated on appropriate and accessible
stock being available.

Savings through supporting people by increasing investment in carers support to
prevent/reduce the need for funded care

This is a 2015/16 saving and we believe there are savings to be achieved through efficiently
coordinating and personalising services for carers so that there is a clear ‘Carers Offer’
throughout the carers journey. This will include a joint strategy with health and exploring
shared resources. This will help the carer sustain their role, and reduce the need to access
specialist services including hospital and residential care. Over the next 12 months work will
be underway to ensure this saving is achievable through this mechanism.

In 2012/13 2,179 carers had an assessment, of these it is assumed that 25% support
individuals that would otherwise be in residential care. Increasing this by 5% would generate
sufficient savings to meet this target and aid people to live more independently with more
choice and control. However this will in practice mean that people will receive lower cost
packages which could be perceived negatively.

£

£

96,024,741
1,221,705

89,669,446

97,246,446

89,669,446

(1,347,000)

(1,000,000)

(858,000)

(704,000)

(550,000)
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2014/15 Budget Summary and Forward Plan

Adults & Communities

2014/15

2015/16

Savings through decreasing external third party expenditure on day care costs by increased
access to universal leisure services and specific renegotiations

This is a 2015/16 saving and we believe there are savings to be achieved through:

(1) Partnership working with leisure services to offer more mainstream leisure activities
reducing dependence on specialist day care provision, using a dedicated leisure co-ordinator.

(2) For all people in receipt of 24 hour residential or supported living services who attend
separate day care, a renegotiation of costs with the accommodation provider to reflect the
time they are away from the service or a request to the provider to provide community based
activities with an enhancement in payment, funded from a proportion of the monies saved by
ending the day service attendance.

The current budget for spend with external pay care providers is £6.7m and this saving is
predicated on a 10% reduction. Over the next 12 months work will be underway to ensure this
saving is achievable through this mechanism. Any alternative service proposed or offered will
be undertaken in line with due consideration to statutory duties and with consultation with
service users.

Savings through working with NHS to reduce number of people going into high cost
placements

Development of Health and Social Care Integration: Older people integrated care model
(OPIC) aims to reduce care costs and lower home care packages through increasing
independence. This is a joint initiative with the NHS to support people and prevent them from
hospital admissions which will reduce people going into residential care. The OPIC model
facilitates multi-disciplinary working to invest more money in prevention and well-being and
assessments and primary care to reduce expenditure in community and intensive support and
residential and acute services.

This work is already underway in the West of the borough and this saving will be achieved
from the process being rolled out across North and South of the borough by the end of this
year. This project would need to ensure that on average 10 more older people are supported
in the community rather than being admitted to hospital and then accessing higher cost
placements.

New discharge planning standards with the NHS aim to prevent admissions into respite /
nursing care from hospitals (including fracture service follow up) which should lead to
reduction in high cost nursing placements when better alternatives are available.

Savings through reduced staffing costs and sharing funding arrangements with MHT
Following the remodelling of the Primary Care Mental Health Team to improve access for
individuals with mental health needs the number of social care staff required has reduced.
There are currently 6 fte workers in the PCMHT and 3 of these will join other teams where
roles are currently being covered by locum staff.

Individuals who have received treatment under the mental health act on a section 3 at the
point of discharge are subject to section 117 aftercare. There is an agreement currently that
anyone subject to S117 will automatically be jointly funded between health and social care.
The proposed changes would not impact on the Council's ability to provide these services.

Savings from renegotiation of existing contracts

Procurement savings achieved through:

- recommissioning of floating support contracts, supporting people contracts, equipment
contract (£438k in 2014/15),

- working with providers to contain inflationary pressures (£600k in 2014/15, £600k in
2015/16),

- negotiating lower unit costs from specialist mental health providers and (£290k in 2014/15)
- smarter procurement delivered through better use of data and improved areas of scrutiny
(£300k in 2014/15).

In 2013/14, £90.1m (excluding direct payments budget) of Adults gross budget was spent on
spend with external providers. CRC have already approved revised contracts for equipment,
supporting people and floating support without a reduction in service quality and work in
underway to contain inflationary pressures.

£

£

(471,000)

(180,000)

(1,628,000)

(660,000)

(401,000)

(600,000)
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2014/15 Budget Summary and Forward Plan

Adults & Communities

2014/15

2015/16

Savings from reduction in third part expenditure through renegotiation of individual Learning
Disability packages

Savings achieved through:

(1) Widespread revision of LD service including integration with health:

The integrated learning disability service provides a seamless and streamlined health and
social care service to users and carers. This has enabled the service through multidisciplinary
working to minimise duplication and provide innovative and enabling support to individuals
and deliver efficiencies, whilst continuing to meet statutory needs.

(2) Review and/or return of 50 people back to Barnet, including those individuals who come
under the Winterbourne Concordat. This project has already delivered significant service
improvements for a number of individuals and enabled a number of people to return closer to
their families and social networks.

(3) Carers offer for transition individuals based on offering a direct payment as the first offer
when developing support plans to meet assessed eligible needs. This forms part of on-going
service delivery rather than a new initiative.

(4) The Learning Disability service uses the (Care Funding Calculator CFC) to identify
individual costs based on assessed support needs to benchmark reasonable costs and as a
basis for negotiation with providers; the CFC is also used at the point of reassessment. This
approach has been used over the last 18 months and has enabled greater person centred
support and outcomes for individual’s whist delivering much greater value for money.

Savings through reduction in staffing costs

Reductions in back office transactional functions through new ways of working and exploring
new innovative models. This could be sharing functions with other Delivery Units or
transferring functions to Capita. This will include restructuring support functions.

This is a 2015/16 saving and over the next 12 months work will be underway to ensure this
saving is achievable through this mechanism.

Savings through HRA investment in new build which will result in reduction in high cost
placements

This is a 2015/16 saving and we believe there are savings to be achieved through increasing
independent living options for Younger Adults with physical/learning disabilities and Mental
Health issues. This proposals includes a new build programme using HRA monies for
wheelchair accessible housing and working with Barnet Homes and the private rented sector
to source suitable accommodation for younger adults.

Over the next 12 months work will be underway to ensure this saving is achievable through
this mechanism and service impact is reviewed.

Savings through reduction in expenditure on leisure contract
Savings to be achieved through:

- renegotiating contract

- re-prioritisation of contract to achieve public health outcomes
- drawdown on reserves

Ove the course of 2014/15, plans will be worked up to ensure this saving is deliverable on an
on-going basis.

Savings through reduction in expenditure by working with CSG provider

Stretch of demand management and efficiency saving proposals to be indentified through
working with CSG provider to improve efficiency and self service, targeting the following:

- Reducing demand for high cost placements by providing advice and signposting at first point
of contact

- Reducing costs of third party spend through procurement activity

- Combining Adults Social Care first point of contact and elements of the assessment process
with the customer services function in CSG

Work is underway to develop proposals to achieve these targets. Where new proposals are
being considered, appropriate approval will be sought and consultation will be undertaken.

Savings through reduction in placement costs for residents permanently settled out of the
borough

Where an individual has chosen, as they have capacity, or have moved to another authority in
accordance with their families’ wishes, (ascertained through a best interest decision where an
individual does not have capacity), the receiving authority will be given 3 months’ notice
regarding transfer of responsibility, which includes any required social care funding. Currently
39 people have been identified who meet this criterion.

In order to achieve this saving, on average the funding of 50 individuals will need to be
transferred. This proposal is not expected to negatively impact service delivery.

£

£

(1,900,000)

(50,000)

(967,000)

(500,000)

(307,000)

(300,000)

(1,513,000)

(2,000,000)

(838,000)

(8,350,000)

(8,424,000)
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2014/15 Budget Summary and Forward Plan

Adults & Communities 2014/15 2015/16
£ £
Service Reductions
Increase in income from fairer charging policy
Following implementation of the fairer charging policy which makes all community services
chargeable based on ability to pay, this income budget can be increased to reflect the current
position. (27,000)
Appropriate systems are in place to monitor impact of policy and provide reassessments and
information and advice if individuals wish to change their care arrangements.
(27,000) 0
Income
0 0
Pressures
Demographics pressures due to increase in those with social care needs especially those
with Learning Disabilities and Older Adults including dementia. 800,000 800,000
800,000 800,000
Budget 89,669,446 82,045,446
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Adults & Communities

Original Current Original
Estimate Estimate Estimate
Profit centre 2013/14 2013/14 2014/15
* Births Deaths & Marriages (260,210) (160,530) (160,530)
* Community Safety and Financial Assessments 1,969,213 1,964,503 1,264,503
* Prevention & Well Being 7,669,883 8,709,050 7,304,050
* Social Care Commissioning 1,560,196 1,459,032 1,459,032
*  Community and Well Being Management 388,480 410,610 410,610
** Community Well Being 11,327,562 12,382,665 10,277,665
* Social Care Management 1,281,270 395,910 1,395,910
* Care Quality 1,721,528 1,187,156 1,187,156
* Integrated care - Learning Disability & Mental Health 41,937,964 41,938,643 39,098,643
* Integrated care - Older People & Physical Disability 39,572,467 41,081,872 37,524,872
** Adults Social Care 84,513,229 84,603,581 79,206,581
** Director Adult Social Services & Health 183,950 185,200 185,200
*** Total 96,024,741 97,171,446 89,669,446
Original Current Original
Estimate Estimate Estimate
Subjective Analysis 2013/14 2013/14 2014/15
* Employee Related 14,732,284 14,969,436 14,827,436
* Premises Related 270,605 270,605 270,605
* Transport Related 1,126,831 1,118,011 1,118,011
* Supplies and Services 10,435,020 10,324,706 10,404,706
* Third Party Payments 81,573,654 82,397,394 78,104,394
*  Transfer Payments 5,109,002 5,109,002 5,109,002
* Secondary Recharges 24,150 24,150 24,150
** Expenditure Total 113,271,546 114,213,304 109,858,304
* Government Grants (304,734) (304,734) (304,734)
* QOther Grants, Reimbursements & Contributions (5,105,056) (5,087,109) (8,887,109)

* Customer & Client Receipts
** |ncome Total

*** Total

(11,837,015)
(17,246,805)
96,024,741

(11,650,015)
(17,041,858)
97,171,446

(10,997,015)
(20,188,858)
89,669,446
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2014/15 Budget Summary and Forward Plan

Assurance

2014/15

2015/16

Base Budget
Virements

Efficiencies

Service Reductions

Income

Pressures

Budget

Savings from reduction in staff costs

Reduction of posts in the corporate anti fraud team following a
restructure due to changes in welfare reform, changes in DWP
policies and electronic transfer of data.

This restructure is assessed as having a low impact on service
delivery.

Savings through reduced canvassing costs aided by increase in
online registration

This is a 2015/16 saving and we believe there are savings to be
achieved in electoral registration through increased online
registration. Online registration will lead to a reduction in
canvassing costs.

Over the next 12 months work will be underway to ensure this
savina is achievable throuah this mechanism.

Savings through reduction in printing and courier costs
Efficiencies from reduction in printing of committee papers as a
result of investment in members IT. This reduction will mean that
papers to Members will not be distributed twice weekly by courier
service. This will be enabled by Members using computers to read
papers and hard copies being available in Hendon Town Hall.
Officer hard copies will also not be available.

Over the next 12 months work will be underway to ensure this
saving is achievable through this mechanism.

Savings through reduced expenditure on external specialist training
Reduction to Member training budget. This reduction will limit the
availability of high quality specialist training obtained from external
sources and may restrict development opportunities available to
Members.

This reduction will not impact the ability to induct new Members and
to provide essential relevant training and briefings through
alternative methods.

Income from successful prosecutions of criminals with releasable
assets

Income from proceeds of crime prosecutions. Where the Council
has been successful in prosecuting criminals that have releasable
assets, the court awards a Proceeds of Crime (POCA) against
them.

The team has had some success in recent years but this is
dependent on the level of crime which can fluctuate year on year.

£

£

3,611,123
433,820

4,004,943

4,044,943

4,004,943

(20,000)

(50,000)

(50,000)

(20,000)

(100,000)

(20,000)

(25,000)

(20,000)

(25,000)

(50,000)

(50,000)

0

0

4,004,943

3,829,943
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Assurance

* Assurance Management
* Governance
* Internal Audit & CAFT

* Employee Related

* Premises Related

* Transport Related

* Supplies and Services

* Third Party Payments

* Secondary Recharges

** Expenditure Total

* Customer & Client Receipts
** |ncome Total
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561,108
2,177,295
872,720

3,307,876
9,200
5,820

343,787

250
(10,680)

3,656,253
(45,130)
(45,130)

563,378
2,700,585
880,980

3,637,276
9,200
6,360

561,697
250
(10,680)
4,204,103
(59,160)
(59,160)

563,378
2,580,585
860,980

3,617,276
9,200
6,360

441,697

250
(10,680)

4,064,103
(59,160)
(59,160)




2014/15 Budget Summary and Forward Plan

Central Expenses 2014/15 2015/16
£ £
Base Budget 69,737,042 74,323,182
Virements (6,407,360)
63,329,682 74,323,182
Efficiencies
0 0
Service Reductions
0 0
Income
0 0
Pressures
Contingency General provision to for risks in service areas 1,034,500 (3,093,000)
Contingency General provision for inflation 4,267,000 4,267,000
Contingency Children's Services - demographic pressures 1,400,000
Levies Increase in North London Waste Authority Levy 2,381,000 2,452,000
Levies Increase in concessionary fares 411,000
Capital Financing Incr_ese in capital fmancmg costs resulting from 1,500,000 1,500,000
capital programme commitments
10,993,500 5,126,000
Budget 74,323,182 79,449,182
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Central Expenses

Corporate Subscriptions
10016 Levies

10017 Central Contingency
10018 Rate Relief

10019 Capital Financing
10699 Early Retirement(NT)
10700 Corporate Fees & Charges
10718 Car Leasing

10849 Early Retirement Costs Teachers
11084 West London Agreement

11121 Miscellaneous Finance

Employee Related
Premises Related
Transport Related
Supplies and Services

Third Party Payments

Transfer Payments

Capital Financing Costs

** Expenditure Total

* QOther Grants, Reimbursements & Contributions
* Customer & Client Receipts

* Interest

** |ncome Total

L T R

314,220
28,460,050
13,245,161
3,300
21,469,670
3,243,981
798,940
2,210
2,183,340

16,170

4,163,281
829,490
2,210
1,736,140
28,625,880
1,180
33,520,071
68,878,252
(18,130)
176,040
700,880
858,790

314,220
28,460,050
6,524,641
3,300
21,315,670
3,243,981
798,940
2,210
2,183,340
105,000
466,170

4,163,281
829,490
2,210
1,801,140
29,075,880
1,180
29,089,551
64,962,732
(18,130)
176,040
(1,703,120)
(1,545,210)

314,220
31,252,050
13,181,341
3,300
22,815,670
3,243,981
798,940
2,210
2,183,340
105,000
423,130

4,163,281
829,490
2,210
1,798,100
31,867,880
1,180
37,206,251
75,868,392
(18,130)
176,040
(1,703,120)
(1,545,210)
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| Central Expenses (Levies)

Other Establishments - Third part Payments

£ £ £

45

Environment Agency 280,730 280,730 320,730
Lea Valley Regional Park 428,350 428,350 428,350
London Pension Funds 787,000 787,000 707,000
Traffic Control Signals Unit 479,400 479,400 519,400
Concessionary Fares 15,293,280 15,293,280 15,704,280
17,268,760 17,268,760 17,679,760
Joint Authorities - Third Party Payments
North London Waste Authority 9,761,800 9,761,800 12,142,800
Coroners Court 284,000 284,000 284,000
10,045,800 10,045,800 12,426,800
Other Local Authorities - Third Party
London Boroughs Grants 1,145,490 1,145,490 1,145,490




2014/15 Budget Summary and Forward Plan

Children's Service 2014/15 2015/16
£ £
Base Budget 57,756,441 55,411,211
Virements 2,094,770
59,851,211 55,411,211
Efficiencies

Savings from early intervention work

As a result of investment in early intervention & prevention and
use of the Troubled Families grant, Family Services has been
able to contain the demographic pressures associated with an
increasing young population in Barnet, and in some cases
reduce the dependence on high cost acute services.

(300,000)

Savings through reduction in spend on transport costs
Achieve efficiencies within transport costs for children in care
and children with Special Educational Need through improved
contracting and demand management by:

- targeting individual cases in which transport is no longer
required

- route optimisation

(500,000)

From an original budget of £6m, £700k of savings have already
been delivered in 2013/14 against a target of £1m. In order to
deliver this saving, numbers of children requiring council
support would need to be reduced by a further 10% by 2015/16.

Savings from reduction in staff related costs

Workforce savings derived from:

a) restructuring and reducing back office functions including
communications, performance, workforce development,
commissioning and administration support (£225k in 2014/15)
b) reducing social care learning and development investment in
trainee scheme and reducing training budget previously in place
to address shortage in individuals entering the profession
(E526k in 2014/15, £90k in 2015/16)

c) closer working with safeguarding board through appointment
of joint chair (£10k in 2014/15)

d) reducing management costs across Family Services and (1,341,000) (1,115,000)
Education & Skills (E80k in 2014/15, £125k in 2015/16)

e) introducing a managed vacancy factor by delaying recuitment
and holding vacancies across the service (E500k in 2014/15,
£500k in 2015/16)

f) regrading of posts in line with corporate policy which is still in
development and is yet to be proposed, consulted on and
agreed (£400k in 2015/16)

In 2014/15 this saving is primarily through reduction in training
budgets and the introduction of a vacancy factor which against
the current workforce budgets are considered to be achievable.

Savings from reduction in staff related costs
Achieve efficiencies through restructuring of the youth offending
service workforce resulting in a reduction in staff costs.

(50,000) (50,000)
In 2014/15 this will be achieved through reconfiguration of posts
and cost efficiencies in the wider youth and community service,
and in 2015/16 through a restructure of the team.
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2014/15 Budget Summary and Forward Plan

Children's Service

2014/15

2015/16

£

£

Savings from reduction in care home running costs
Reduction of operational running costs in Children's Homes
resulting in efficiency savings.

This is not expected to have an impact on service delivery.

Savings through reduction in expenditure by renegotiating
existing contracts

Procurement savings achieved through:

- mitigating inflation associated with costs of supporting high
cost, high need services by negotiating with suppliers across
Family Services and Education to contain inflation

Work is currently ongoing to negotiate with suppliers and not

expected to sianificantly impact service aualitv.
Savings through reduction in external third party costs

Efficiencies in complex needs and better value for money from
care packages for disabled children. Some efficiencies have
been achieved for 2014/15.

Over the next 12 months work will be underway to ensure this

saving is achievable for 2015/16. )
Savings through reduction in running costs and increased

income from libraries

This is a 2015/16 saving and over the next 12 months work will
be underway to ensure this saving is achievable through this
mechanism.

Savings through reduction in expenditure by working with CSG
provider

This is a 2015/16 saving and it is anticipated there are savings
to be achieved through working with Customer & Support Group
(CSG) provider (Capita) to improve efficiency and self service.

Over the next 12 months work will be underway to develop
proposals to achieve these targets. Where new proposals are
being considered, appropriate approval will be sought and
consultation will be undertaken.

Savings through reduction in expenditure through alternate
delivery of service

This is a 2015/16 saving and it is anticipated there are savings
to be achieved through transformation of services through use
of alternative delivery vehicles.

Over the next 12 months work will be underway to ensure this
savina is achievable throuah this mechanism.

Savings through reduction in external third party social care
costs

This is a 2015/16 saving and it is anticipated there are savings
to be achieved through reconfiguring services to deliver
improvements, efficiencies and savings in children's social care,
including by working with other LAs and alliances across
fostering and placements and demand management through
early intervention

Over the next 12 months work will be underway to ensure this
savina is achievable throuah this mechanism.

(500,000)

(80,000)

(100,000)

(500,000)

(100,000)

(352,000)

(1,500,000)

(450,000)

(840,000)

(2,271,000)

(5,507,000)
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2014/15 Budget Summary and Forward Plan

Children's Service

2014/15

2015/16

Service Reductions

Income

Pressures

Budget

Savings through reduction in expenditure on Children's Centres
In 2014/15 this saving can be met through current underspend
in children's centres budget with no impact on service delivery.

In 2015/16 this saving will be met by considering alternative
delivery models and service impact will be kept under review.

Savings through reduction in external spend on preventative
contracts

Re-commission and reconfigure services including CAMHS,
early intervention and prevention services, short breaks, youth
homelessness and domestic violence, and achieve efficiencies
through jointly procuring, commissioning and/or delivering
services with other organisations.

These commissioning budgets fund a range of providers
(including voluntary sector providers) to offer a range of services
for vulnerable children, young people and families. A reduction
could reduce the range of provision available in Barnet.
Services will be recommissioned and reconfigured to maximise
efficiencies and minimise the impact on service delivery as far
as possible.

Savings through reduction in staff costs in education welfare
and education psychology

Develop traded services models for part of educational welfare
and educational psychology, whereby schools either buy back
these services or they are scaled back, and reduce schools
causing concern budget.

The council will continue to meet its statutory duties in relation to
these service. Work is currently progressing with schools with a

view to finalise proposals by December regarding the viability of
this traded service.

Income generation through increase in fees for traded service
Increase fees and charges for traded services, with a focus on
making Barnet Partnership for School Improvement (BPSI) fully
funded. This has already been achieved through negotiations
with schools.

Placement costs for individual children, commissioned services
to providing targeted services for vulnerable children.

£

£

(500,000)

(1,300,000)

(333,000)

(700,000)

(2,133,000)

(700,000)

(36,000)

(36,000)

720,000

0

720,000

55,411,211

49,924,211

The above savings for Children's Services are split between Education (£571,800) and Families (£3,868,200)
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Childrens Services (Families)

Original Current Original

Estimate Estimate Estimate
Profit centre 2013/14 2013/14 2014/15
**  Childrens management 1,841,860 1,556,164 1,886,465
**  Blocked Cost Centres CHILDRENS 1,003,710 1,003,710
***  Director of Childrens Service 1,841,860 2,559,874 2,890,175
**  Assessment & Children in Need 6,542,008 6,887,638 6,464,888
**  Children in Care & Provider Services 20,638,760 20,875,707 20,045,100
**  Safeguarding & Quality Assurance 2,283,540 2,176,435 1,572,025
*** Childrens Social Care 29,464,308 29,939,780 28,082,013
**  Commissioning & business improvement 2,250,132 3,340,197 3,028,357
**  Family Support & Early Intervention 6,781,084 6,770,654 5,571,150
** Youth & Community 8,070,998 8,067,781 7,751,640
***  Early Intervention & Prevention 17,102,214 18,178,632 16,351,147
**xx Total 48,408,382 50,678,286 47,323,335

Childrens Services (Education)

Original Current Original

Estimate Estimate Estimate
Profit centre 2013/14 2013/14 2014/15
*  14-19 learning partnership 230,740 170,990 167,360
*  School monitoring management 1,568,750 1,504,299 1,289,199
*  Traded services (268,426) (174,340) (210,340)
**  Edu Partnership & Commercial Services 1,617,994 1,587,879 1,333,149
*  Education psychology 634,740 592,580 452,580
*  Placement & Transport management 4,462,970 4,291,812 4,129,754
*  SEN monitoring & review 2,692,060 2,787,910 2,130,449
*  Specialist advisory support 31,590 31,590 30,790
**  High Needs Support 7,821,360 7,703,892 6,743,573
***  Total 9,439,354 9,291,771 8,076,722

Original Current Original

Estimate Estimate Estimate
Subjective Analysis 2013/14 2013/14 2014/15
* Employee Related 35,052,598 36,011,054 33,086,990
* Premises Related 1,172,310 1,257,285 1,173,670
* Transport Related 3,466,285 3,497,569 3,486,239
* Supplies and Services 9,639,220 10,731,826 9,585,800
* Third Party Payments 16,509,487 17,357,437 15,878,253
* Transfer Payments 4,828,590 4,150,624 4,819,290
* Support Services 22,933
* Capital Financing Costs (35,000) (6,670) (6,670)
* Secondary Recharges 303,190 303,190 303,190
** Expenditure Total 70,936,680 73,325,248 68,326,762
* Government Grants (1,434,280) (2,310,095) (2,310,095)
* Other Grants, Reimbursements & Contributions (737,400) (1,107,869) (709,360)
* Customer & Client Receipts (10,917,264) (9,937,227) (9,907,250)
** |ncome Total (13,088,944) (13,355,191) (12,926,705)
*** Total 57,847,736 59,970,057 55,400,057
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Childrens Services (DSG)

DSG Children in Care & Provider Serv
*** Childrens Social Care (DSG)
**  DSG Comm & Business Improvement
***  Early Intervention & Prevention (DSG)
**  DSG Education Ptnrshp & Commerc Srvs
**  DSG High Needs Support
***  Education (DSG)

Employee Related
Premises Related
Transport Related

Supplies and Services
Third Party Payments
Transfer Payments

Support Services

Capital Charges

Capital Financing Costs
Expenditure Total
Government Grants

Other Grants, Reimbursements & Contributions
* Customer & Client Receipts
** |ncome Total

L S I I

*  *
*

*

m ‘
o

426,900
426,900
496,100
496,100
(43,935,095)
38,960,800
(4,974,295)

159,749,093
13,324,359
478,990
26,175,054
49,601,066
(8,073,433)
8,876,993
(13,071,499)
370
237,060,993
(224,038,930)
(2,110,223)
(11,003,135)
(237,152,288)

426,900
426,900
3,772,732
3,772,732
(39,510,858)
35,279,340
(4,231,518)

162,085,432
14,016,783
493,130
60,431,183
9,968,124
49,178,426
9,720,703
(11,255,421)
50
294,638,410
(279,327,008)
(2,543,496)
(12,799,792)
(294,670,296)

426,900
426,900
3,772,732
3,772,732
(39,467,818)
35,279,340
(4,188,478)

4,877,376
16,780
455,030
40,695,702
19,166,945
221,257,617

286,469,450
(284,823,386)
(1,618,130)
(16,780)
(286,458,296)




2014/15 Budget Summary and Forward Plan

Commissioning Group

2014/15

2015/16

£

£

Base Budget
Virements

7,312,388
155,520

6,667,908

7,467,908

6,667,908

Efficiencies
Savings through reduction in senior management costs
Senior Management Restructure, full effect of the restructure
that came into effect for 2013/14
Savings through reduction in staff costs
This is a 2015/16 saving and we believe there are savings to be
achieved through a further staffing restructure across
Commissioning Group. This restructure will review teams that
were moved into the commissioning group from other delivery
units.

Over the next 12 months work will be underway to ensure this
saving is achievable throuah this mechanism.

Savings through reduction in expenditure on grants -
Discontinue Big Society Innovation Bank

In 2011/12, the Council committed to invest £600k over 3 years -|
£200k per annum — through the Big Society Innovation Bank
(BSIB), aimed at providing funding for innovative projects within
communities. This 3 year commitment has now ended and, after
three rounds of funding, with several innovative projects
supported, it has been decided to use the savings to help
reduce the impact on the libraries budget. However, £25k
remains in the BSIB to fund ‘micro projects’ within communities
—up to £1,000 — and the Corporate Grants programme will
continue to provide funding grant funding which will help to
mitigate the impact.

Savings through reduction in expenditure on fees

Reduction in external audit fees budgets as a result of the
reduction in government regulation following the abolition of the
audit commission. External audit still provide a comprehensive
review of year end accounts and grants certification but the
saving is generated from the reduction in the inspection regime.

Savings through reduction in expenditure on fees

London Councils have reduced their grants programme
significantly over the last 2 years. Barnet Council’s contribution
to the London Councils fund — by way of a levy — has also
reduced. This saving can therefore be achieved within the
existing agreement with London Councils.

Savings through reduction in external spend on supplies and
services

Reductions in supplies & services budgets (subscriptions, office
supplies, training) across the Commissioning Group

Savings through reduction in trade union costs
Integration of trade union activity into core work

(270,000)

(200,000)

(200,000)

(50,000)

(80,000)

(251,000)

(249,000)

(800,000)

(500,000)

Service Reductions

Income

Income generation from charging for insight and policy work
This is a 2015/16 saving and we believe there are income
generating opportunities to be achieved from setting charges
against policy and insight work delivered to partners

Over the next 12 months work will be underway to ensure this
saving is achievable through this mechanism.

(25,000)

(25,000)

Pressures

0

0

Budget

6,667,908

6,142,908
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Commissioning

Commercial 536,500 765,210 765,210
* Communications 720,917 846,597 866,597
* Finance 1,873,081 2,188,801 1,518,801
* Emergency Planning 175,195 175,195 175,195
* Information Management 482,478 595,948 595,948
*  Performance 119,790 119,790 119,790
* Programme & Resources 623,513 759,243 647,243
** QOperating (DCOO) 3,994,974 4,685,574 3,923,574
** Commissioning Strategy 316,850 438,100 438,100
** | ead Commissioners 1,641,274 794,654 635,974
** Strategic Commissioning Board 822,790 935,050 905,050

* Employee Related 6,224,297 6,468,247 6,118,247
* Premises Related 4,890 4,890 4,890
* Transport Related 35,920 35,920 35,920
* Supplies and Services 1,042,881 1,246,381 661,371
* Third Party Payments 759,810 759,810
* Transfer Payments 212,500,000 214,252,660 214,252,660
* Capital Financing Costs (15,000) (15,000) (15,000)
* Secondary Recharges (568,520) (482,950) (482,950)
** Expenditure Total 219,224,468 222,269,958 221,334,948
* Government Grants (211,175,470) (211,175,470)|] (211,175,470)
* Other Grants, Reimbursements & Contributions (307,500) (3,058,790) (3,028,460)
* Customer & Client Receipts (474,540) (462,540) (462,540)
* Interest 45,430 45,430 (570)
** |ncome Total (211,912,080)| (214,651,370)| (214,667,040)
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2014/15 Budget Summary and Forward Plan

Customer Support Group 2014/15 2015/16
£ £
Base Budget 24,178,240 22,152,940
Virements 367,700
24,545,940 22,152,940
Efficiencies
Savings through reduction in contract costs
Contractual savings from CSG contract for support and customer
services.
(2,393,000) (2,100,000)
The contract went live in September 2013 and saving will be
delivered in full. The quality of service specified will be as good
as, if not better, than current delivery.
(2,393,000) (2,100,000)
Service Reductions
0 0
Income
0 0
Pressures
0 0
Budget 22,152,940 20,052,940
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| Customer & Support Group

* CSG Management Fee 24,178,240 24,545,940 22,152,940

* Supplies and Services
** Expenditure Total

* Government Grants

* QOther Grants, Reimbursements & Contributions
* Customer & Client Receipts

** |ncome Total

54

24,178,240
24,178,240

36,483,296
36,483,296
(422,830)
(2,585,639)
(8,928,887)
(11,937,356)

34,090,296
34,090,296

(422,830)
(2,585,639)
(8,928,887)
(11,937,356)




2014/15 Budget Summary and Forward Plan

Housing Needs & Resources 2014/15 2015/16
£ £
Base Budget 2,936,999 3,337,609
Virements 455,610
3,392,609 3,337,609
Efficiencies
Savings through reduction in staff related costs and fees
Rationalisation of subscription payments and withdrawl of
essential car allowance. (55,000)
This is not expected to impact service delivery.
Savings through reduction in operational costs of running hostel
Annual saving produced from the closure of a hostel are being
used for preventative work in relation to the cost of temporary (300,000)
accommodation. Saving is as a result of the closure of the hostel
and the associated costs.
(55,000) (300,000)
Service Reductions
0 0
Income
0 0
Pressures
0 0
Budget 3,337,609 3,037,609
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Housing Needs & Resources

2,936,999 3,392,609 3,337,609

Employee Related
Premises Related
Supplies and Services

Third Party Payments

** Expenditure Total

* Other Grants, Reimbursements & Contributions
* Customer & Client Receipts

** |ncome Total

* X X X
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89,400
170
3,934,751
4,992,350
9,016,671
(88,250)
(5,991,422)
(6,079,672)

89,400
170
3,934,751
5,447,960
9,472,281
(88,250)
(5,991,422)
(6,079,672)

89,400
170
3,879,751
5,447,960
9,417,281
(88,250)
(5,991,422)
(6,079,672)




2014/15 Budget Summary and Forward Plan

HB Public Law 2014/15 2015/16
£ £
Base Budget 1,908,147 1,782,147
Virements 24,000
1,932,147 1,782,147
Efficiencies
Savings through reduction on spend on external barristers
Reduction in expenditure on overheads through rationalisation of
management structure in 2012/13 and reduction in spend on external
lawyers based on use of panel of barristers where better rates have been (100,000) (200,000)
agreed.
This is not expected to have an impact on service delivery.
(100,000) (200,000)
Service Reductions
Savings through reduction in hours provided from shared service to
Barnet
Reduced demand from Barnet Council by:
- providing training to high use delivery units about common areas of
enquiries (50,000)
- summary DPRs and DPRs that don't have legal implications signed off
by relevant Delivery Unit
This is not expected to have an impact on service delivery.
(50,000) 0
Income
0 0
Pressures
0 0
Invest to Save
0 0
Budget 1,782,147 1,582,147
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| HB Public Law

11359 Barnet-Harrow Joint Legal Service 1,908,147 1,932,147 1,782,147

* Supplies and Services
* Secondary Recharges
** Expenditure Total

* QOther Grants, Reimbursements & Contributions
* Customer & Client Receipts

* Recharges

** |ncome Total
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2,687,979
(173,432)
2,514,547
(28,030)
(558,710)
(19,660)
(606,400)

2,711,979
(173,432)
2,538,547

(606,400)

(606,400)

2,561,979
(173,432)

2,388,547

(606,400)

(606,400)




2014/15 Budget Summary and Forward Plan

Public Health 2014/15 2015/16
£ £
Base Budget 13,799,000 14,302,390
Virements (32,610)
13,766,390 14,302,390
Efficiencies
0 0

Service Reductions

0 0
Income
0 0
Pressures
Increase in Public Health expenditure 536,000
536,000 0
Budget 14,302,390 14,302,390
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| Public Health |

11347 Public Health Department NHS 13,799,000 13,766,390 14,302,390

* Third Party Payments 13,799,000 13,766,390 14,302,390
** Expenditure Total 13,799,000 13,766,390 14,302,390
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2014/15 Budget Summary and Forward Plan

Re 2014/15 2015/16
£ £
Base Budget 820,162 766,747
Virements 1,301,585
2,121,747 766,747
Efficiencies
Savings through reduction in contract costs
Contractual savings resulting from the joint venture for the
provision of development and regulatory services.
(1,355,000) (300,000)
The contract went live in October 2013 and saving will be
delivered in full. The quality of service specified will be as good
as, if not better, than current delivery.
(1,355,000) (300,000)
Service Reductions
0 0
Income
0 0
Pressures
0 0
Budget 766,747 466,747
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* Management Fee 773,560 1,056,355 (298,645)
* Managed Budgets 46,602 614,912 1,065,392

* Employee Related
* Supplies and Services

* Third Party Payments

* Secondary Recharges

** Expenditure Total

* Government Grants

* QOther Grants, Reimbursements & Contributions
* Customer & Client Receipts

* Recharges

** |ncome Total

208,592
1,056,070
9,180
(453,680)
820,162

414,842
1,186,555
9,180
60,690
1,671,267

208,592
10,952,764
9,180
560,690
11,731,226
(4,000)
(836,990)
(8,838,164)
(1,285,325)
(10,964,479)




2014/15 Budget Summary and Forward Plan

Special Parking Account 2014/15 2015/16
£ £
Base Budget (7,474,640) (7,630,640)
Virements (69,000)
(7,543,640) (7,630,640)
Efficiencies
0 0
Service Reductions
0 0
Income
Moving Traffic Violations
The Council will, pending approval from GLA, take up available
powers to enforce against contraventions such as banned turns
and the obstruction of yellow box junctions. (195,000)
This is expected to have a positive impact by improving flow of
traffic on roads.
(195,000) 0
Pressures
Alternative Service Provision - the contract with NSL has realised
savings for 2012/13 and 2013/14. This budget line for 2014/15 108.000
represents an increase in the contract cost of £108k in line with '
the original contract cost profile
108,000 0
Budget (7,630,640) (7,630,640)
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2014/15 Budget Summary and Forward Plan

Street Scene 2014/15 2015/16
£ £
Base Budget 22,374,937 21,624,197
Virements 454,260
22,829,197 21,624,197
Efficiencies
Savings through transforming services to reduce expenditure
Savings resulting from alternative service provision. This
involves in-sourcing the recycling service and improving
efficiency through merging the workforce with the waste service.
Th(_e change is anticipated to deliver greater efficiency in service (653,000) (1,424.000)
delivery.
The 2015/16 saving is a stretch target and is dependent on a
restructure of the green spaces and street cleansing service,
income generation and further increases in recycling rates.
(653,000) (1,424,000)
Service Reductions
Savings through reduction in street lighting energy costs
A continuing programme of installing a control management
system which will help manage electricity usage and enable (200,000)
reduced energy costs through lights being managed and
dimmed at appropriate times.
(200,000) 0
Income
Income from increase in trade waste collection
A commercial approach to trade waste collections across the
borough creating a more appropriate business model to match
. (50,000)
business demand.
This will result in an improved service offer.
Income generation from private events
Continuation of existing policy that the Council has agreed
: . e : (20,000)
around income from private events within the local parks in the
borough.
Income from central government
Income from Central Government relating to maintaining weekly (282,000) (427,000)
refuse collection
(352,000) (427,000)
Pressures
0 0
Budget 21,624,197 19,773,197
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Street Scene

** Street Scene Management
** SPA Parking

** Business Improvement
** Contract Management

** Parks, Street Cleaning & Grounds Maintenance
** Waste & Recycling

Employee Related
Premises Related
Transport Related
Supplies and Services
Third Party Payments
Capital Charges

Secondary Recharges

** Expenditure Total

* Government Grants

* Customer & Client Receipts
** |ncome Total

E B T

647,381

332,371
6,009,964
9,288,522
6,096,699

13,411,074
1,524,675
9,639,058

16,224,869

388,610
7,474,640
(6,492,741)
42,170,185
(1,129,000)
(18,666,248)
(19,795,248)

649,661

335,131
6,409,214
9,326,562
6,208,629

13,484,704
1,524,675
9,698,558

16,576,999

388,610
7,543,640
(6,492,741)
42,724,445
(1,129,000)
(18,666,248)
(19,795,248)

649,661

335,131
6,109,214
9,306,562
5,223,629

13,484,704
1,524,675
9,698,558

15,731,999

388,610
7,630,640
(6,492,741)
41,966,445
(1,411,000)
(18,931,248)
(20,342,248)
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Appendix 3

HOUSING REVENUE ACCOUNT

Income
Dwelling rents
Non-dwelling rents

Tenants Charges for services and facilities
Leaseholder Charges for Services and Facilities

Total Income

Expenditure

2013/14

2014/15

Original Budget

Original Budget

£

(53,879,221)
(1,684,077)
(4,610,434)
(2,922,773)

(63,096,505)

£

(53,164,530)
(1,596,622)
(4,088,289)
(2,900,779)

(61,750,219)

Repairs and Maintenance 7,800,000 7,650,000
Supervision and management

General 14,397,510 14,207,510

Special 6,756,617 6,756,617
Rents, Rates, taxes and other charges 121,500 121,500
Depreciation and impairment of fixed assets 12,866,805 12,866,805
Contribution to Major Repairs Reserve 14,465,022 14,714,265
Impairment write off for HRA commercial properties 820,000
Debt Management Costs 7,509,956 7,424,728
Increase in bad debt provision 500,000 615,000
Total Expenditure 64,417,410 65,176,426
Net Cost of HRA Services 1,320,905 3,426,206
Interest and investment income (80,000) (80,000)
(Surplus) or deficit for the year on HRA services 1,240,905 3,346,206
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Housing Revenue Account
HRA Business Plan

1.

11

1.2

1.3

2.1

2.2

HRA Business Plan Overview

Following the introduction of self- financing for Housing Revenue Accounts in
April 2012, the council has developed an HRA Business Plan which sets out
priorities for investment in council housing in the Borough.

The HRA settlement meant that the council will benefit from reduced HRA
expenditure, as the cost of servicing the HRA debt figure is lower than the
amount that was being paid treasury in the form of negative subsidy.

In addition, the settlement provided the council with the opportunity to borrow
an additional £38m as a result of headroom generated by differences between
the actual HRA debt and the amount assumed in the settlement.

Investment Plan
The following priorities have already been agreed and are progressing:

Existing Stock - Investment of £32.5m of additional essential expenditure on
the council’s existing housing stock over the period 2013/14 to 2023/24 to
include:

e Accelerated replacement programme for electrical mains following a

fire at Upper Fosters in April 2012

e Updated assessment of rewiring requirements for housing stock

e Addition of properties at Ramsey Close into the HRA Business Plan

e Inclusion of additional works on West Hendon estate

New Homes — Investment of £7.7m to deliver an initial tranche of 41 new
homes on infill sites on HRA land in the borough.

Regeneration- It was agreed at Cabinet Resources Committee on 17 July
2012 that up to £5m of HRA funding would be made available to support the
Grahame Park Regeneration Scheme. This money will be used to support the
sale of homes at a 20% discount on market prices on a shared equity basis.
The introduction of the Government’s Help to Buy Scheme means that this
investment may not be necessary.

In addition to the priorities that have already been agreed, the council has
identified that it wants to invest in supported housing that will provide
alternatives to expensive residential care, including

e The establishment of an additional location for delivery of flexible extra
care in block or cluster arrangement. Dementia mixed model of
housing units 50 units based on Housing Strategy needs analysis.

e 100 units of accommodation for older people
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2.3

e 25 Accessible units of independent accommodation for people who
otherwise need to look at residential
A consultant has been engaged to provide an investment plan model that will
assist the council in carrying out a review of its priorities for the HRA to ensure
that they align with the council’'s wider objectives. This work is not yet
complete and will be incorporated into the council’s Housing Strategy which is
also under review, and due to be renewed during 2014/15.
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London Borough of Barnet
Treasury Management Strategy Statement
and Investment Strategy revised 2013/14
2014/15 to 2016/17
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1. Background

1.1

1.2.

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.

The Chartered Institute of Public Finance and Accountancy’s Code of
Practice for Treasury Management in Public Services (the “CIPFA TM
Code”) and the Prudential Code require local authorities to determine the
Treasury Management Strategy Statement (TMSS) and Prudential
Indicators on an annual basis. The TMSS also incorporates the Investment
Strategy as required under the CLG’s Investment Guidance.

As per the requirements of the Prudential Code the Authority adopted the
CIPFA Treasury Management Code on 3 January 2003 and incorporates
the changes from the revised CIPFA Code of Practice (2011) into its
treasury policies, procedures and practices.

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. The
Council is exposed to financial risks including the potential loss of invested
funds and the revenue effects of changing interest rates. The successful
identification, monitoring and control of risk is therefore central to the
Council’s treasury management strategy

The strategy 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 A), the Prudential Indicators (Annex B)
and the outlook for interest rates (Annex C).

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

e Revisions to Treasury Management Strategy and Prudential
Indicators for 2013-14

Treasury Management Strategy for 2014-15;

Annual Investment Strategy for 2014-15;

Prudential Indicators for 2014-15, 2015-16 and 2016-17 (Annex B)
MRP Statement. (See Para 9)

All treasury activity will comply with relevant statute, guidance and
accounting standards.

The main recommended revisions to the Treasury Management Strategy
are :
(Subject to investment advice for each new investment decision)

e Extension of maximum investment duration from 2 to up to 10 years
subject to a limit of £50 million for investments of more than one year
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duration and a limit of £20 million for investments more than two
years duration.

e Extend range of counterparties to include investment in pooled
property and equity funds.

1.9. The other adjustments are amendments to reporting requirements to

prudential indicators to reflect changes to the Prudential Code.

Balance Sheet and Treasury Position
2.1. The underlying need to borrow for capital purposes, is measured by the

Capital Financing Requirement (CFR), while usable reserves and working
capital are the underlying resources available for investment. These are the
core drivers of treasury management activity. The estimates, based on the

current Revenue Budget and Capital Programmes, are:

Table 1 Balance Sheet Summary Analysis:

31/03/2014 | 31/03/2015 | 31/03/2016 | 31/03/2017
Estimate Estimate Estimate Estimate
£000 £000 £000 £000

General Fund CFR 183,096 202,815 223,505 239,529
HRA CFR * 199,559 199,559 199,559 199,559
Total CFR 382,655 402,374 423,064 439,088
Less:
Existing Profile of Borrowing
and Other Long Term
Liabilities (321,489) | (321,194)| (327,164)| (344,087)
Cumulative Gross
Borrowing Requirement 61,166 81,180 95,900 95,000
Usable Reserves (107,400) (94,800) (95,900) (95,000)
Cumulative Net Borrowing
Requirement/(Investments) (46,234) (13,620) 0 0

** This figure includes the HRA debt increase on account of Housing Reform

of £102.580m.

2.2.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 A. 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 Council will ensure that net physical external borrowing (i.e.
net of investments) will not exceed the CFR other than for short term cash
flow requirements. A list of Prudential Indicators is set out in Annex B.

Financing costs

2.3.The budget estimate for interest payments in 2014/15 is £11.9 million

(including £6.85m for HRA borrowing) and for interest receipts is £1.703m.
For the purpose of setting the budget, it has been assumed that new
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investments will be made at an average rate of 0.5%, and that new long-
term loans will be borrowed at an average rate of 4.5%.

2.4.The Council may borrow funds in excess of the current level of its CFR up
to the projected level in 2015/16. The Authority is likely to only borrow in
advance of need if it felt the benefits of borrowing at interest rates now
compared to where they are expected to be in the future, outweighs the
current cost and risks associated with investing the proceeds until the
borrowing was actually required. Given current interest rates, this situation
is unlikely to occur in 2014/15.

2.5.The Council has an integrated treasury management strategy and manages
its treasury position in accordance with its approved strategy and practices.
Overall borrowing will arise as a consequence of all the financial
transactions of the Council and not just those arising from capital spending
reflected in the CFR.

2.6.The Council’'s balance of actual gross borrowing plus other long-term
liabilities is shown in Annex A. This is measured in a manner consistent for
comparison with the Operational Boundary and Authorised Limit.

2.7.The Authorised Limit sets the maximum level of external borrowing on a
gross basis (i.e. not net of investments) and is the statutory limit
determined under Section 3(1) of the Local Government Act 2003 (referred
to in the legislation as the Affordable Limit).

Authorised Limit for 2013/14 2014/15 2015/16 2016/17
External Debt Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000
Borrowing 464,905| 461,815| 447,973| 486,578
Other Long-term
Liabilities 32,409 32,114 31,780 31,407
Total 497,314 | 493,929 479,753 517,985

2.8.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.

Operational Boundary 2013/14 | 2014/15 2015/16 | 2016/17
for External Revised | Estimate | Estimate | Estimate
Debt £000 £000 £000 £000

Borrowing 464,905 461,815 447,973 486,578

Other Long-term 17,409 17,114 16,780 16,407
Liabilities

Total 482,314 478,929 464,753 502,985
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3. Outlook For Interest Rates

3.1. The Council’'s Treasury adviser Arlingclose have provided an interest rate
forecast which continues its theme of the last few years, that is, that
interest rates will remain flat until 2016. The Bank of England’s Monetary
Policy Committee (MPC) through its recent forward guidance is committed
to keeping policy rates low for an extended period using the Labour Force
Survey unemployment rate of 7% as a threshold for when it would consider
whether or not to raise interest rates. Unemployment was 7.7% in August
2013, but is not forecast to fall below the threshold until 2016.

The economic interest rate outlook provided by the Council's current treasury
advisor, Arlingclose Ltd, is attached at Annex C. 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.

4. Borrowing Strategy

4.1 Treasury management and borrowing strategies in particular continue to be
influenced not only by the absolute level of borrowing rates but also the
relationship between short and long term interest rates. The interest rate
forecast provided in Annex C indicates that an acute difference between
short and longer term interest rates is expected to continue. This difference
creates a “cost of carry” for any new longer term borrowing where the
proceeds are temporarily held as investments because of the difference
between what is paid on the borrowing and what is earned on the
investment. Whilst the cost of carry can be assumed to be a reasonably
short-term issue since borrowing is often for longer dated periods (anything
up to 50 years) it cannot be ignored against a backdrop of uncertainty and
affordability constraints in the Authority’s wider financial position. This
position means that it is favourable, where possible, for the Council to use
internal balances, rather than take on new debt, in the short term.

4.2 The Authority has a gross and net borrowing requirement and will be
required to borrow up to £26.031 million in 2014/15 on a gross basis (to be
financed mainly through internal borrowing). The Authority will adopt a
flexible approach to future borrowing and debt rescheduling in consultation
with its treasury management advisers. The following issues will be
considered prior to undertaking any external borrowing:

o Affordability;

e Maturity profile of existing debt;
e Interest rate and refinancing risk;
e Borrowing source.

Sources of Borrowing and Portfolio implications

4.3 In conjunction with advice from its treasury advisor, the Authority will keep
under review the following borrowing sources:
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e Internal

e PWLB

e Local authorities

e Commercial banks

e European Investment Bank

e Capital markets (stock issues, commercial paper and bills)
e Structured finance

e Leasing

4.4The cost of carry may result in an increased reliance upon shorter dated
and variable rate borrowing for the Council. This type of borrowing injects
volatility into the debt portfolio in terms of interest rate risk but is
counterbalanced by its affordability and alignment of borrowing costs with
investment returns. The Authority’s potential for exposure to shorter dated
and variable rate borrowing will be kept under regular review, if applicable,
by reference to the difference or spread between variable rate and longer
term borrowing costs.

4.5The Council has £62.5m loans which are LOBO loans (Lender’'s Options
Borrower’s Option) of which £45m of loans are currently in or will be in their
call period in 2014/15. 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 repayment of the loan without penalty. The Council may
utilise cash resources for repayment or may consider replacing the loan(s)
by borrowing from the PWLB. The default response will however be early
repayment without penalty.

Debt Rescheduling

4.6 The Council’s debt portfolio can be restructured by prematurely repaying
loans and refinancing them on similar or different terms to achieve a
reduction in risk and/or savings in interest costs.

4.7 The lower interest rate environment and changes in the rules regarding the
premature repayment of PWLB loans has adversely affected the scope to
undertake meaningful debt restructuring although occasional opportunities
arise.

4.8 The rationale for rescheduling would be one or more of the following:

e Align long-term cash flow projections and debt levels

e Reduce investment balances and credit exposure via debt repayment

e Savings in interest costs with minimal risk

e 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.
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4.9 Any borrowing and rescheduling activity will be done under delegated
authority and reported to the Cabinet Resources Committee.

Annual Investment Strategy

5.1The Council sets an Annual Investment Strategy (AlS) in accordance with
best practice and to comply with CLG Guidance on Local Government
Investments.

5.2 The Council's investment priorities are:
e Security of the invested capital,
e Liquidity of the invested capital;
e An optimum yield which is commensurate with security and liquidity

5.3The authority and its advisers remain on a heightened state of alert for
credit or market distress that might adversely affect the Authority

5.4Investments are categorised as “Specified” or “Non-Specified” within the
investment guidance issued by the CLG. Specified investments are sterling
denominated investments with a maximum maturity of one year. They also
meet the “high credit quality” as determined by the Authority and are not
deemed capital expenditure investments under Statute. Non specified
investments are, effectively, everything else.

5.5The types of investments that may be used by the Authority and whether
they are specified or non-specified are set out in the table below:

Table 2: Specified and Non-Specified Investments

Investment Specified gggéified
Term deposits with banks and building societies v v
Term deposits with other UK local authorities v v
Investments with Registered Providers v v
Cerj[ifipates of deposit with banks and building v v
societies

Gilts v v
Treasury Bills (T-Bills) v x
Bonds issued by Multilateral Development Banks v v
Local Authority Bills v x
Commercial Paper v x
Corporate Bonds 4 v
AAA rated Money Market Funds v X
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Other Money Market and Collective Investment v v
Schemes ( Pooled Funds)

Other pooled equity and property funds v v

Debt Management Account Deposit Facility v X

5.6 A number of changes were implemented to investment strategy from
2013/14 in response to and evolving conditions in financial markets.

5.7 Registered Providers (RPs) were included within specified and non-
specified investments from 2013/14. Investments with RPs will be analysed
on an individual basis and discussed with the Council’s treasury adviser
prior to an investment decision.

5.8 The Authority and its advisors, select countries and financial institutions
after analysis and ongoing monitoring of:

Published credit ratings for financial institutions (minimum A- or
equivalent ) and its sovereign rating (minimum AA+ or equivalent for
non-UK sovereigns)

Credit Default Swaps (where quoted)

Economic fundamentals (for example country’s net debt as a
percentage of its GDP)

Sovereign support mechanisms

Share Prices (where available)

Corporate developments, news, articles, markets sentiment and
momentum

Subjective overlay

5.9 Any institution can be suspended or removed should any of the factors
identified above give rise to concern.

5.10 The minimum credit rating for non-UK sovereigns is AA+ (or equivalent).
For specified investments the minimum long term rating for counterparties is
A- (or equivalent). As detailed in non-specified investments in Appendix E,
the Director of Finance will have discretion to make investments with
counterparties that do not meet the specified criteria on advice from
Arlingclose.

5.11 Any institution will be suspended or removed should any of the factors
identified above give rise to concern. Credit ratings are monitored by the
Authority on an ongoing basis and whenever a new investment is under
consideration. The Authority is informed by the treasury adviser of ratings
changes and appropriate action to be taken.

5.12 The countries and institutions that would currently meet the proposed
criteria for investments are included in Annex D.
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5.13 It remains the Council’s policy to make exceptions to counterparty policy
established around credit ratings, but this is conditional and directional.
What this means is that an institution that meets criteria may be suspended,
but institutions not meeting criteria will not be added.

5.14 The Council revised its investment strategy in the wake of the banking
crisis. This led to restrictions on investment duration and use of a limited
range of counterparties. The duration limit for deposits was set at a
maximum 364 days and further restricted by an operational overlay. The
financial situation is more settled now and enough to consider extending
investment duration beyond 364 days subject to an overall investment limit
of £50 million up to 10 years.

5.15 The Council will have substantial cash balances available for investment
over the medium term. It will therefore consider using pooled bond, equity
and property funds that offer enhanced returns over the longer term, but are
potentially more volatile in the shorter term. These allow the Authority to
diversify into asset classes other than cash without the need to own and
manage the underlying investments. Because these funds have no defined
maturity date, but are available for withdrawal after a notice period, their
performance and continued suitability in meeting the Authority’s investment
objectives will be monitored regularly.

5.16 The Council banks with the Cooperative Bank. At the current time, it does
not meet the minimum specified investment credit criteria. Despite the credit
rating being below the Authority’s minimum criteria, the Co-operative Bank
will continue to be used for short term liquidity requirements (overnight and
weekend investments) and business continuity arrangements. A new
banking contract will be procured in 2014.

6 Investment Strategy

6.1With short term interest rates low for even longer, an investment strategy
will typically result in a lengthening of investment periods, where cash flow
permits, in order to lock in higher rates of acceptable risk adjusted returns.
The problem in the current environment is finding an investment
counterparty providing acceptable levels of counterparty risk.

6.2In order to diversify an investment portfolio largely invested in cash,
investments will be placed with a range of approved investment
counterparties in order to achieve a diversified portfolio of prudent
counterparties, investment periods and rates of return. Maximum
investment levels with each counterparty will be set to ensure prudent
diversification is achieved.

6.3 Money market funds (MMFs) will be used as they provide good
diversification. The Council will also seek to manage operational risk by
using at least two MMF’s. The Authority will also restrict its exposure to
MMF’s with lower levels of funds under management and will not exceed
0.5% of the net asset value of the MMF. In the case of Government MMF’s,
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the Council will ensure exposure to each Fund does not exceed 2% of the
net asset value of the Fund.

7 Policy on Use of Financial Derivatives

7.1

7.2

7.3

7.4

8.1

8.2

8.3

Local authorities have previously made use of financial derivatives
embedded into loans and investments both to reduce interest rate risk (e.g.
interest rate collars and forward deals) and to reduce costs or increase
income at the expense of greater risk (e.g. LOBO loans and callable
deposits). The general power of competence in Section 1 of the Localism
Act 2011 removes much of the uncertainty over local authorities’ use of
standalone financial derivatives (i.e. those that are not embedded into a
loan or investment). The CIPFA Code requires authorities to clearly detail
their policy on the use of derivatives in the annual strategy.

The Council will only use standalone financial derivatives (such as swaps,
forwards, futures and options) where they can be clearly demonstrated to
reduce the overall level of the financial risks that the Authority is exposed to.
Additional risks presented, such as credit exposure to derivative
counterparties, will be taken into account when determining the overall level
of risk. Embedded derivatives will not be subject to this policy, although the
risks they present will be managed in line with the overall treasury risk
management strategy.

Financial derivative transactions may be arranged with any organisation
that meets the approved investment criteria. The current value of any
amount due from a derivative counterparty will count against the
counterparty credit limit and the relevant foreign country limit.

The Council will only use derivatives after seeking expertise, a legal
opinion and ensuring officers have the appropriate training for their use.

Housing Revenue Account Self-Financing

Central Government completed its reform of the Housing Revenue Account
Subsidy system at the end of 2011/12. Local authorities are required to
recharge interest expenditure and income attributable to the HRA in
accordance with Determinations issued by the Department for
Communities and Local Government.

The Determinations do not set out a methodology for calculating the
interest rate to use in each instance. The Council is therefore required to
adopt a policy that will set out how interest charges attributable to the HRA
will be determined. The CIPFA Code recommends that authorities present
this policy in their TMSS.

From 1st April 2012, the Council notionally split each of its existing long-
term loans into General Fund and HRA pools. In the future, new long-term
loans borrowed will be assigned in their entirety to one pool or the other.
Interest payable and other costs/income arising from long-term loans (e.g.
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premiums and discounts on early redemption) will be charged/ credited to
the respective revenue account.

8.4 Differences between the value of the HRA loans pool and the HRA's
underlying need to borrow (adjusted for HRA balance sheet resources
available for investment) will result in a notional cash balance which may
be positive or negative. This balance will be measured and interest
transferred annually between the General Fund and HRA at an internally
determined rate of interest.

9 2014/15 MRP Statement

9.1The Local Authorities (Capital Finance and Accounting) (England)
(Amendment) Regulations 2008 (SI 2008/414) place a duty on local
authorities to make a prudent provision for debt redemption. Guidance on
Minimum Revenue Provision has been issued by the Secretary of State and
local authorities are required to “have regard” to such Guidance under
section 21(1A) of the Local Government Act 2003.

9.2 The four MRP options available are:
Option 1: Regulatory Method
Option 2: CFR Method
Option 3: Asset Life Method
Option 4: Depreciation Method
NB This does not preclude other prudent methods

9.3The four MRP options MRP in 2014/15: Options 1 and 2 may be used only
for supported non —HRA capital expenditure funded from borrowing.
Methods of making prudent provision for self financed expenditure include
Options 3 and 4 (which may also be used for supported non HRA capital
expenditure if the Council chooses). There is no requirement to Charge
MRP in respect of HRA capital expenditure funded for borrowing (Barnet

policy).

9.4The MRP Statement will be submitted to Council before the start of the
2014/15 financial year. If it is ever proposed to vary the terms of the
original MRP Statement during the year, a revised statement should be put
to Council at that time.

9.5The Council will apply Option 2 in respect of supported capital expenditure
and Option 3 in respect of unsupported capital expenditure.

9.6 MRP in respect of leases brought on Balance Sheet under the IFRS-
based Code of Practice will match the annual principal repayment for the
associated deferred liability.

10 Monitoring and Reporting on the Treasury Outturn and Prudential
Indicators
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10.1 Treasury activity is monitored and reported internally to Deputy Chief
Executive. The Prudential Indicators will be monitored through the year
and reported as under:

The Deputy Chief Executive will report to the Cabinet Resources
Committee on treasury management activity / performance and
Performance Indicators as follows:

(a) Quarterly against the strategy approved for the year.

(b) The Council will produce an outturn report on its treasury activity no later
than 30" September after the financial year end.

(c) The Budget Performance Overview and Scrutiny Committee will be

responsible for the scrutiny of treasury management activity and practices.

11 Other Items
Training

11.1 CIPFA’s Code of Practice requires the Deputy Chief Executive 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.

Investment Consultants

11.2 The CLG’s Guidance on local government investments recommend that
the Investment Strategy should state:
e Whether and, if so, how the authority uses external contractors
offering information, advice or assistance relating to investment and
e How the quality of any such service is controlled.

11.3 Following a tender process, the Council appointed Arlingclose as their
Treasury Investment Consultants with effect from 1 August 2010.
Arlingclose provide advice, information and assistance with investments,
borrowing, debt restructure, market conditions and compliance with
legislation. The services provided by Arlingclose are reviewed on an
informal basis during quarterly meetings with officers and periodic
tendering.
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EXISTING PORTFOLIO PROJECTED FORWARD

ANNEX A

Current | 31 Mar 14 |31 Mar 15| 31 Mar |31 Mar 17
Portfolio | Estimate | Estimate 16 Estimate
£000 £000 £000 Estimate | £000
£000
External Borrowing:
Fixed Rate — PWLB 241,580 241,580 241,580 | 247,884 265,180
Fixed Rate — Market
Variable Rate — PWLB
Variable Rate — 62,500 62,500 62,500 62,500 62,500
Market
Total External Borrowing | 304,080 304,080 304,080 | 310,384 327,680
IFRS Long Term
Liabilities:
- PFI 17,409 17,409 17,114 16,780 16,407
Total Gross External 321,489 321,489 321,194 | 327,164 344,087
Debt
Investments:
Managed in-house
- Short-term monies (200,000) | (151,000) | (110,000) | (200,000) | (100,000)
(Deposits/ monies on
call /MMFs)
- Long-term
investments
(maturities over 12
months)
Total Investments (200,000) | (151,000) | (110,000) | (100,000) | (100,000)
Net Borrowing 121,489 170,849 211,194 | 227,164 244,087
Position/
(Net Investment
position)
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ANNEX B
PRUDENTIAL INDICATORS

Prudential Indicators

1 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.

Gross Debt and the Capital Financing Requirement;

2 This is key indicator of prudence. In order to ensure that over the medium
term net borrowing will only be for a capital purpose, the Council should
ensure that the net external borrowing does not, except in the short term,
exceed the total of the capital financing requirement in the preceding year
plus the estimates of any additional increases to the capital financing
requirement for the current and next two years. The DCE reports that the
authority had no difficulty meeting this requirement in 2011/12, nor is 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:

3 It is a requirement of the Prudential Code that that the Council ensures that
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.

Capital 2013/14 2014/15 2015/16 2016/17
Expenditure Revised Estimate | Estimate | Estimate
£000 £000 £000 £000
Non-HRA 183,096 202,815 223,505 239,529
HRA 199,559 199,559 199,559 199,559
Total 382,655 402,374 423,064 439,088

4 Capital expenditure is expected to be financed as follows

Capital Financing 2013/14 2014/15 2015/16 2016/17

Revised Estimate Estimate Estimate
£000 £000 £000 £000

Capital receipts 17,516 18,353 14,344 10

Government Grants 35,798 36,784 22,404 11,852

Major Repairs 26,911 28,740 27,594 22,326

Allowance

Revenue 35,283 16,655 38,899 8,980

contributions

Total Financing 115,508 100,532 103,241 43,168
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Supported
borrowing
Unsupported 16,634 26,031 27,002 22,336
borrowing
Total Funding 16,634 26,031 27,002 22,336
Total Financing 132,142 126,563 130,243 65,504
and Funding

Incremental Impact of Capital Investment Decisions

5 As an indicator of affordability the table below shows the impact of capital
investment decisions on Council Tax and Housing Rent levels. The
incremental 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.

Incremental Impact of 2013/14 | 2014/15 | 2015/16 | 2016/17

Capital Investment Revised | Estimate | Estimate | Estimate
Decisions £000 £000 £000 £000
Increase in Band D

Council Tax 33.21 28.03 31.68 13.23

Increase in Average
Weekly Housing Rents

Financing costs

6.The ratio of financing costs to the Council's net revenue stream 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 ratio is based on
costs net of investment income.

Ratio of Financing 2013/14 2014/15 2015/16 2016/17
Costs to Net Revised Estimate | Estimate | Estimate
Revenue Stream % % % %
Non-HRA 2.69 2.75 3.01 3.36
HRA 13.98 13.99 13.03 11.96

Upper Limits for Fixed Interest Rate Exposure and Variable Rate
Exposure

7. The following Prudential Indicators allow the Council to manage the
extent to which it is exposed to changes in interest rates. 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. The
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Council's existing level of fixed interest rate exposure is 100% and
variable rate exposure is 0%.

2013/14 | 2014/15 | 2015/16 | 2016/17
Revised | Estimate | Estimate | Estimate
£000 £000 £000 £000
Upper Limit for Fixed 100% 100% 100% 100%
Interest Rate
Exposure
Upper Limit for 30% 30% 30% 30%
Variable Interest
Rate Exposure

Maturity Structure of Fixed Rate Borrowing

8. The Council will also limit and monitor large concentrations of fixed rate
debt needing to be replaced. 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.

Lower Upper
: . Existing level Limit Limit
x?;ugg?/riwijncwre of fixed as at 31/03/13 for for
g % 2014/15 | 2014/15
% %

under 12 months 0 0 50
12 months and within 24 0 50
months 0

24 months and within 5 0 75
years 0

5 years and within 10 years 0 0 75
10 years and within 20 0 100
years 30.6

20 years and within 30 0 100
years 35.5

30 years and within 40 0 100
years 6.8

40 years and within 50 0 100
years 9.0

50 years and above 18.1 0 100
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Actual External Debt:

9. 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.

Actual External Debt as at 31/03/2013 £000
Borrowing 304,080
Other Long-term Liabilities 17,409
Total 321,489

Upper Limit for principal sums invested over 364 days:

10 The Council has placed an upper limit for principal sums invested for
over 364 days, as required by the Prudential Code. 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.

Upper Limit for 2013/14 2014/15 2015/16 2016/17
total principal Revised Estimate | Estimate | Estimate
sums invested £000 £000 £000 £000
over 364 days

50,000 20,000 20,000 20,000

HRA Limit on Indebtedness
11 This was a new indicator required by the revised Prudential Code,
issued in November 2011:

HRA Limit On 2013/14 2014/15 2015/16 2016/17

Indebtedness Revised Estimate | Estimate | Estimate
£000 £000 £000 £000

HRA CFR 199,559 199,559 199,559 199,559

HRA Debt Cap (as 240,043 240,043 240,043 240,043

prescribed by

CLG) *

Difference (40,484) (40,484) (40,484) (40,484)
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ANNEX C

Annex C — Economic & Interest Rate Forecast (Sections 4.1 & 5.1)

Mar-14 Jun-14 Sep-14 Dec-14 Mar-15 Jun-15 Sep-15 Dec-15 Mar-16 Jun-16 Sep-16 Dec-16 Mar-17
Official Bank Rate
Upside risk 0.25 0.25 0.25 0.25 0.25 0.50 0.50 0.50 0.75 0.75 0.75 1.00
Arlingclose Central Case 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Downside risk
3-month LIBID rate
Upside risk 0.20 0.25 0.30 0.35 0.40 0.50 0.55 0.60 0.65) 0.70 0.75 0.90 0.95
Arlingclose Central Case 0.45 0.45 0.50 0.55 0.65 0.75 0.75 0.75 0.75 0.75 0.80 0.80 0.80
Downside risk 0.05 0.10f 0.20 0.30] 0.30 0.30 0.30] 0.30] -0.35 -0.35 -0.35
1-yr LIBID rate
Upside risk 0.35 0.30 0.35 0.40 0.45 0.50 0.60 0.70 0.75 0.75 0.75 0.80 0.80
Arlingclose Central Case 0.90 0.95 0.95 0.95 1.00 1.05 1.10 1.15 1.20 1.25 1.30 1.40 1.40
Downside risk -0.25| -0.25] -0.25 -0.30] -0.35] -0.40] -0.45] -0.50 -0.50 -0.50| -0.50] -0.50] -0.50
5-yr gilt yield
Upside risk 0.50 0.75 0.75 0.75 0.85 1.00] 1.00 1.00] 1.00| 1.00 1.00] 1.00 1.00
Arlingclose Central Case 1.45 1.50 1.55 1.60 1.65 1.70 1.75 1.85 1.95 2.10 2.30 2.50 2.50
Downside risk -0.50] -0.50] -0.50] -0.50] -0.55 -0.60] -0.60| -0.60 -0.65| -0.75] -0.80] -0.80] -0.80
10-yr gilt yield
Upside risk 0.50 0.50 0.50 0.65) 0.75 0.85 1.00 1.00] 1.00| 1.00 1.00| 1.00 1.00
Arlingclose Central Case 2.55 2.60 2.65 2.70 2.75 2.80 2.85 2.90 3.00 3.10 3.30 3.50 3.50
Downside risk -0.50) -0.50 -0.50) -0.50] -0.55 -0.60) -0.60 -0.60 -0.65) -0.75 -0.80) -0.80 -0.80
20-yr gilt yield
Upside risk 0.50 0.75 0.75 0.75 0.85 1.00] 1.00 1.00] 1.00] 1.00 1.00] 1.00 1.00
Arlingclose Central Case 3.25 3.30 3.35 3.40 3.45 3.50 3.55 3.65 3.75 3.85 4.05 4.15 4.15
Downside risk -0.50] -0.50] -0.50] -0.50] -0.55] -0.60]| -0.60| -0.60 -0.65| -0.70] -0.75| -0.80] -0.80
50-yr gilt yield
Upside risk 0.50 0.75 0.75 0.75 0.75 0.75 1.00 1.00] 1.00| 1.00 1.00] 1.00 1.00
Arlingclose Central Case 3.45 3.50 3.55 3.60 3.65 3.70 3.75 3.80 3.85 3.95 4.05 4.15 4.15
Downside risk -0.50] -0.50] -0.50] -0.50] -0.55 -0.60] -0.60| -0.60 -0.65| -0.70] -0.75| -0.80] -0.80

Underlying Assumptions:

UK growth is unlikely to return to above trend for the foreseeable
future. Q3 GDP was strong at 0.9% but this momentum is unlikely to
be sustained in Q4 or in 2013. The rebalancing from public-sector
driven consumption to private sector demand and investment is yet to
manifest, and there is little sign of productivity growth. Further
contraction in the Eurozone, including Germany’s powerful economy,
and slower forecast growth in the emerging economies
(Brazil/Mexico/India) are exacerbating the weakness.

Consumer Price Inflation has fallen to 2.7 % from a peak of 5.2%.
Near term CPI is likely to be affected by volatility in commodity prices
and its decrease towards the 2% target is expected to be slower than
previously estimated. Real wage growth (i.e. after inflation) is forecast
to remain weak.

The fiscal outlook for bringing down the structural deficit and stabilise
debt levels remains very challenging. Weakened credibility of the UK
reining its levels of debt poses a risk to the AAA status, but recent
history (US, France) suggests this may not automatically result in a
sell-off in gilts.

In the absence of large, unexpected decline in growth, QE is likely to
remain on hold at £375bn for now. The availability of cheaper bank
borrowing and subsequently for corporates through the Funding for
Lending Scheme (FLS) is a supporting factor.
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The US Federal Reserve’s shift in its rate guidance from a date-based
indication to economic thresholds (6.5% unemployment, inflation 1 — 2
years out projected to remain below 2.5%, longer term inflation
expectations remain well anchored) is likely to increase market
uncertainty around the highly volatile US employment data releases.

The Eurozone is making slow headway which has curtailed some of
the immediate risks although peripheral countries continue to struggle.
Fully-fledged banking and fiscal union is still some years away.

In the US, the issues of spending cuts, reducing the budget deficit and
raising the country’s debt ceiling remain unresolved. A failure to
address these by March 2013 could lead to a similar showdown and
risks a downgrade to the US sovereign credit rating by one or more
agencies.

A reversal in market risk sentiment from current “risk on” to “risk off”
could be triggered by economic and/or political events — impending
Italian and German elections, US debt ceiling impasse, difficulty
surrounding Cyprus’ bailout, and contagion returning the haunt the
European peripheral nations — could inject renewed volatility into gilts
and sovereign bonds.

105



Annex D —Recommended Sovereign and Counterparty List (Section 5 and 6)

For credit rated counterparties, the minimum criteria will be the lowest equivalent
long-term ratings assigned by Fitch, Moody’s and Standard & Poor's (where
assigned).

Long-term minimum: A-(Fitch); A (Moody’s;) A (S&P)
The Council will also take into account information on corporate developments of
and market sentiment towards investment counterparties.

Investment subject to £50 million total limit if duration more than 364 days
and £20 million if duration than two years

Group Limits - For institutions within a banking group, the authority executes a
limit of 1.5 times the individual limit of a single bank within that group.

New specified investments will be made within the following limits:

Instrument Country/ Counterparty Maximum
Domicile Counterparty Limits
£m
Term UK DMADF, DMO No limit
Deposits
Term UK Other UK Local No limit
Deposits/Call Authorities
Accounts
Term UK* Counterparties rated at
Deposits/Call least A- Long Term)
Accounts
Term Non-UK* Counterparties rated at
Deposits/Call least A- Long Term in
Accounts select countries with a
Sovereign Rating of at
least AA+
CDs and with banks and building
other societies which meet the
negotiable specified investment
Instruments criteria (on advice from
TM Adviser)
Deposits UK Registered Providers £5m/RP
(Former RSLSs)
Gilts UK DMO No limit
T-Bills UK DMO No limit
Bonds issued (For example, European
by multilateral Investment Bank/Council
development of Europe, Inter American
banks Development Bank)
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AAA-rated UK/Ireland/ CNAV MMF’s 10% of total LBB
Money Luxembourg | VNAV MMF'’s (where investment cash
Market Funds | qomiciled there is greater than 12 outstanding for each
month history of a MME.
consistent £1 Net Asset
Value)
Other MMF’s | UK/Ireland/ Collective Investment 10% of total LBB
and CIS Luxembourg | Schemes (pooled funds) | investment cash
domiciled which meet the definition | outstanding for each

of collective investment
schemes in SI1 2004 No
534 or S| 2007 No 573
and subsequent
amendments

MMF/CIS.

For Non-UK Banks - a maximum exposure of £40 million per country will apply to
limit the risk of over-exposure to any one country.

Instrument Country/ | Counterparty Maximum Maximum

Domicile Counterparty | Grou