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BACKGROUND AND RELEVANT INFORMATION

The Role of the Executive

The Cabinet and individual Cabinet Members make
executive decisions relating to services provided by
the Council, except for those matters which are
reserved for decision by the full Council and planning
and licensing matters which are dealt with by
specialist regulatory panels.

Executive Functions

The specific functions for which the Cabinet and
individual Cabinet Members are responsible are
contained in Part 3 of the Council’s Constitution.
Copies of the Constitution are available on request or
from the City Council website,
www.southampton.gov.uk

The Forward Plan

The Forward Plan is published on a monthly basis and
provides details of all the key executive decisions to
be made in the four month period following its
publication. The Forward Plan is available on request
or on the Southampton City Council website,
www.southampton.gov.uk

Key Decisions

A Key Decision is an Executive Decision that is likely
to have a significant

¢ financial impact (£500,000 or more)

e impact on two or more wards

e impact on an identifiable community

Decisions to be discussed or taken that are key

Implementation of Decisions

Any Executive Decision may be “called-in” as part of
the Council’s Overview and Scrutiny function for
review and scrutiny. The relevant Overview and
Scrutiny Panel may ask the Executive to reconsider a
decision, but does not have the power to change the
decision themselves.

Southampton City Council’s Seven Priorities

e More jobs for local people

e More local people who are well educated and
skilled

e A better and safer place in which to live and invest

e Better protection for children and young people

e Support for the most vulnerable people and
families

¢ Reducing health inequalities

e Reshaping the Council for the future

Procedure / Public Representations

Reports for decision by the Cabinet (Part A of the
agenda) or by individual Cabinet Members (Part B of
the agenda). Interested members of the public may,
with the consent of the Cabinet Chair or the
individual Cabinet Member as appropriate, make
representations thereon.

Smoking policy — The Council operates a no-
smoking policy in all civic buildings.

Mobile Telephones — Please turn off your mobile
telephone whilst in the meeting.

Fire Procedure — In the event of a fire or other
emergency, a continuous alarm will sound and you
will be advised, by officers of the Council, of what
action to take.

Access — Access is available for disabled people.

Please contact the Cabinet Administrator who will
help to make any necessary arrangements.

Municipal Year Dates (Mondays)

2011 2012
6 June 16 January
4 July 6 February
1 August 13 February
5 September 12 March
26 September 16 April

24 October

21 November

19 December




CONDUCT OF MEETING

TERMS OF REFERENCE BUSINESS TO BE DISCUSSED

The terms of reference of the Cabinet, and its Only those items listed on the attached
Executive Members, are set out in Part 3 of the agenda may be considered at this

Council’s Constitution. meeting.

RULES OF PROCEDURE QUORUM

The meeting is governed by the Executive The minimum number of appointed
Procedure Rules as set out in Part 4 of the Members required to be in attendance
Council’s Constitution. to hold the meeting is 2.

DISCLOSURE OF INTERESTS

Members are required to disclose, in accordance with the Members’ Code of Conduct,
both the existence and nature of any “personal’ or “prejudicial” interests they may have
in relation to matters for consideration on this Agenda.

PERSONAL INTERESTS
A Member must regard himself or herself as having a personal interest in any matter:

(i) if the matter relates to an interest in the Member’s register of interests; or
(i) if a decision upon a matter might reasonably be regarded as affecting to a greater
extent than other Council Tax payers, ratepayers and inhabitants of the District,
the wellbeing or financial position of himself or herself, a relative or a friend or:-
(@) any employment or business carried on by such person;
(b) any person who employs or has appointed such a person, any firm in which
such a person is a partner, or any company of which such a person is a
director;
(c) any corporate body in which such a person has a beneficial interest in a
class of securities exceeding the nominal value of £5,000; or
(d)  any body listed in Article 14(a) to (e) in which such a person holds a
position of general control or management.

A Member must disclose a personal interest.

Cont/...



Prejudicial Interests

Having identified a personal interest, a Member must consider whether a member of the
public with knowledge of the relevant facts would reasonably think that the interest was
so significant and particular that it could prejudice that Member’s judgement of the public
interest. If that is the case, the interest must be regarded as “prejudicial” and the Member
must disclose the interest and withdraw from the meeting room during discussion on the
item.

It should be noted that a prejudicial interest may apply to part or the whole of an item.

Where there are a series of inter-related financial or resource matters, with a limited
resource available, under consideration a prejudicial interest in one matter relating to that
resource may lead to a member being excluded from considering the other matters
relating to that same limited resource.

There are some limited exceptions.

Note: Members are encouraged to seek advice from the Monitoring Officer or his staff in
Democratic Services if they have any problems or concerns in relation to the above.

Principles of Decision Making
All decisions of the Council will be made in accordance with the following principles:-

proportionality (i.e. the action must be proportionate to the desired outcome);
due consultation and the taking of professional advice from officers;

respect for human rights;

a presumption in favour of openness, accountability and transparency;
setting out what options have been considered;

setting out reasons for the decision; and

clarity of aims and desired outcomes.

In exercising discretion, the decision maker must:

e understand the law that regulates the decision making power and gives effect to it.
The decision-maker must direct itself properly in law;

e take into account all relevant matters (those matters which the law requires the
authority as a matter of legal obligation to take into account);

e leave out of account irrelevant considerations;

e act for a proper purpose, exercising its powers for the public good;

e not reach a decision which no authority acting reasonably could reach, (also known
as the “rationality” or “taking leave of your senses” principle);

e comply with the rule that local government finance is to be conducted on an annual
basis. Save to the extent authorised by Parliament, ‘live now, pay later’ and forward
funding are unlawful; and

e act with procedural propriety in accordance with the rules of fairness.



Agendas and papers are now available via the Council’s Website

1 APOLOGIES
To receive any apologies.

2 DISCLOSURE OF PERSONAL AND PREJUDICIAL INTERESTS

In accordance with the Local Government Act 2000, and the Council’s Code of
Conduct adopted on 16th May 2007, Members to disclose any personal or prejudicial
interests in any matter included on the agenda for this meeting.

NOTE: Members are reminded that, where applicable, they must complete the
appropriate form recording details of any such interests and hand it to the Democratic
Support Officer

3 STATEMENT FROM THE LEADER

4 HOUSING REVENUE ACCOUNT BUDGET REPORT AND BUSINESS PLAN

Report of the Cabinet Member for Housing setting out the: Housing Revenue Account
Business Plan for the period 2012/13 to 2041/42; the detailed Capital Budget for
2011/12 to 2015/16 and the Revenue Budgets for 2011/12 and 2012/13, attached.

5 GENERAL FUND REVENUE BUDGET 2012/13 TO 2014/15

Report of the Cabinet Member for Resources, Leisure and Culture seeking to set out
the latest estimated overall financial position on the General Fund Revenue Budget for
2012/13 to 2014/15 and to outline the main issues that need to be addressed in
considering the Cabinet’s budget proposals to Council, attached.

6 GENERAL FUND CAPITAL BUDGET 2012/13 TO 2014/15

Report of the Cabinet Member for Resources, Leisure and Culture seeking approval to
recommend to Council the updated Capital Programme, attached.

FRIDAY, 27 JANUARY 2012 HEAD OF LEGAL, HR AND DEMOCRATIC SERVICES
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Agenda ltem 4

DECISION-MAKER: CABINET
COUNCIL

SUBJECT: HOUSING REVENUE ACCOUNT BUDGET REPORT
AND BUSINESS PLAN

DATE OF DECISION: 6 FEBRUARY 2012
15 FEBRUARY 2012

REPORT OF: CABINET MEMBER FOR HOUSING

STATEMENT OF CONFIDENTIALITY

None.

BRIEF SUMMARY

The Reform of Council Housing Finance is nearing its conclusion with final
notifications expected from DCLG by the end of January 2012. This report provides
an update on the latest on the self-financing proposals since the report to Council in
November 2011. The change to self-financing is a very welcome development and
will significantly improve the future financial resources for the Housing Revenue
Account (HRA).

The new system will definitely start from April 2012. This means that the budgets for
2012/13 have been prepared on a self-financing basis. The budget update for
2011/12 is based on the current subsidy system. There is also a requirement to
prepare and publish a 30 year HRA business plan.

This report therefore sets out the HRA business plan for the period 2012/13 to
2041/42, the detailed capital budget for 2011/12 to 2015/16 and the revenue budgets
for 2011/12 and 2012/13. This includes the proposed increases in rents, service
charge and other charges to council tenants from April 2012.

RECOMMENDATIONS:
CABINET
(i) To consider the report and agree that the following
recommendations be made to Council at the meeting on 15 February
2012.
COUNCIL
(i) To thank Tenant Association Representatives for their input to the

capital and revenue budget setting process and to note their views
as set out in this report.

(i) Following the completion of the full financial assessment of the
changes to target rents approved by Council on 16 November 2011
to:

e Confirm that the target rent for houses will be increased by
5%,
e Approve a further reduction in the target rent for flats of 0.06%

(giving a total reduction of 2.96%) so that the overall average
target rent for all dwellings remains unchanged,

e Approve the indexing of the £2.00 factor in the individual



(iii)

(viii)
(ix)

property rent restructuring calculation by RPI plus 0.5% from
2001/02 and the phased implementation of the amended
calculation in equal instalments between 2013/14 and
2015/16

e Confirm that from 2 April 2012, all new tenants will be charged
the target rent for the property they move into.

e Confirm that in all other respects, rents should be set using
the Governments Rent Restructuring regime.

To agree that, with effect from the 2 April 2012, the current average
weekly dwelling rent figure of £69.73 should increase by 7.54%,
which equates to an average increase of £5.26 per week, and to
approve the following to calculate this increase:

e That the percentage increase applied to all dwelling rents
should be 6.1%, equivalent to an increase of £4.25 per week;
and

e That the rent restructuring component of the increase should
follow the arrangements set out in recommendation (ii) above,
giving an increase in average rent levels of 1.44% (£1.01 per
week) and

to note that:
e The total percentage increase in individual rents will vary
according to the restructured rent of their property

To approve the following weekly service charges from 2 April 2012
based on the full cost recovery approach agreed by Council in
November 2011:

e Digital TV £0.42 (unchanged from 2011/12)
e Concierge £1.20 (increased by £0.08 from 2011/12)
e Tower Block Wardens £4.97 (reduced by £0.14 from 2011/12)

To note that the service charges in supported accommodation will
not change from 2 April 2012 but that these will be reviewed in the
spring of 2012 in consultation with tenants, with any changes taking
effect from October 2012,

Subject to consultation with tenants, to approve the introduction of a
new cleaning charge for walk up blocks of £0.91 per week, the start
date for which will be agreed with tenants

To agree that the charges for garages and parking spaces for
2012/13 should be increased by 5.6% in line with the increase in RPI
used in the calculation of the increase in average rents.

To approve the increase in minimum HRA balances to £2M.

To approve the Housing Revenue Account Revenue Estimates as
set out in the attached Appendix 1.

To approve the revised Housing Revenue Account Capital
Programme set out in Appendix 2.



(xi) To approve the 30 year capital and revenue business plans set out
in appendices 4 and 5

(xii) To approve the principles underlying capital spending plans that
have been included in the business plan as set out in appendix 6

(xiii) To note the HRA business planning assumptions set out in appendix
7.

(xiv) To note that rental income and service charge payments will be paid
by tenants over a 48 week period.

(xv) To note the intention to develop a HRA efficiency programme during
2012/13

REASONS FOR REPORT RECOMMENDATIONS

1.

The Council’s Constitution sets out the process to be followed in preparing the
Council’s budget. This process includes a requirement for the Executive to
formally submit their budget proposals for the forthcoming year to Council.
The budget proposals in this report cover the HRA revenue budget and
capital programme.

The introduction of the new self-financing regime for HRA finances from April
2012 brings with it a requirement for long term business planning. This report
also sets out in financial terms the HRA business plan for the next 30 years.

ALTERNATIVE OPTIONS CONSIDERED AND REJECTED

3.

The proposals in this report follow the principles established in the report
approved by Council in November 2011 and are consistent with the views of
tenant representatives expressed at various meetings during the preparations
for HRA self-financing. Alternative options are not therefore supported.

DETAIL (Including consultation carried out)

Background

The HRA records all the income and expenditure associated with the
provision and management of Council owned homes in the City. This account
funds a significant range of services to over 18,000 homes for Southampton
tenants and leaseholders and their families. This includes housing
management, repairs and improvements, welfare advice, supported housing
services, neighbourhood wardens, and capital spending on Council
properties.

This report sets out the HRA revenue budgets for 2011/12 and 2012/13, the
detailed capital programme for the period 2011/12 to 2015/16 and the 30 year
HRA business plan covering the period 2012/13 to 2041/42. The proposed
increase in rents and other charges is an integral part of the revenue
estimates for 2012/13.

The capital and revenue estimates for 2012/13 onwards and the 30 year
business plan have been prepared using the new self-financing arrangements
for the HRA. The updated budgets for 2011/12 are prepared using the
current HRA subsidy system which will cease on 1 April 2012.

Reform of Council Housing Finance — Self Financing




10.

11.

12.

13.

14.

A comprehensive report on the implications of self-financing was submitted to
Council on 16 November. This report provides an update on the self-
financing developments since that report. It does not repeat all the principles
agreed in the November report.

Since the report in November CLG have issued formal consultation papers
on the final self-financing proposals now that the Localism Act has received
Royal Assent. The main change in the latest papers are:

e The sum payable to CLG to end the subsidy system has increased
from £70M to £75.5M. This is due to the Retail Price Index (RPI)
being higher than expected in September 2011 and some data
changes within the calculation of the self-financing expenditure
allowances leading to a slightly lower than expected expenditure
requirement.

e The “borrowing headroom”, which represents the increase in the level
of outstanding debt that the HRA would be allowed to incur, has
increased from £21.7M to £21.9M.

It should also be noted that at the time of writing the report, we have not
received the final self-financing notifications from CLG. These are expected
by the end of January and a verbal update on the position will be given at the
Cabinet meeting. However, it is not expected that there will be any further
changes to the self-financing arrangements when the final notifications are
received. The impact on the 2012/13 budgets and 30 year business plan of
the final borrowing decisions will be reported to Cabinet and Council in July
2012 as part of the Final Accounts report for 2011/12.

HRA business plan principles

The report to Council in November 2011 also approved the key business
planning principles that were to be adopted in the preparation of the current
HRA budget and business plan. This section provides information on the
further work that has been undertaken on those principles and proposes
some limited changes and additions.

Rents

It was noted in the November report that a full financial assessment was
needed on the proposal to increase the target rents for houses by 5% and to
reduce the target rent for flats by 2.9%. That assessment has now been
concluded and the results are set out below.

A fundamental requirement of the change is that there must be no change in
the overall average target rent for HRA as a whole. Further analysis has
shown that the target rent reduction for flats should be increased by 0.06% to
2.96% and it is therefore recommended that target rents for flats are reduced
by the higher amount.

The financial analysis then showed that there would be a substantial
reduction in rent income from the proposals of approximately £4.6M over the
first 9 years of the business plan.

Further examination of the rent increase calculation was then undertaken.
The calculation of the rent level for each individual dwelling is made up of two



15.

16.

17.

18.

19.

elements:
e A standard increase of RPI plus 0.5% plus

¢ A dwelling specific addition that will gradually increase the actual rent
up to the target rent (often referred to as “Housing Association social
rent levels”).

The CLG guidance is that the dwelling specific component should not exceed
£2.00 per week.

The £2.00 per week limit has not been increased since rent restructuring
started back in 2000 and it was this element of the calculation that was
identified as leading to the reduction in rent income. An alternative calculation
was therefore undertaken whereby the £2.00 limit was increased by RPI plus
0.5% from 2001/02. For 2012/13, this would give a limit of £3.03.
Consideration was also given to the effect of the changes on the rent
increases for the next few years and also to the impact on the number of
dwellings that would not reach target rent by 2015/16.

The results showed that:

e The move from the £2.00 fixed limit to the index linked limit should be
phased over the 3 year period starting in 2013/14 and ending in
2015/16,

e This would result in a lower rent increase in April 2012 and the
subsequent 2 years,

e The rent reduction would be approximately £760,000 over the 9 year
period, which is affordable in the context of the business plan,

e All flats should be at their target rent by 2015/16,

¢ Inthe long term, houses would also reach their target rent more quickly
and

e The proposal is closer to delivering the assumptions on this matter that
were set out in the CLG debt settlement.

It is therefore recommended that the £2.00 factor in the individual property
rent restructuring calculation should be indexed by RPI plus 0.5% from
2001/02 and the implementation of the amended calculation should be
phased in equal instalments between 2013/14 and 2015/16.

Service charges

The November report approved the recalculation of all service charges to
ensure that the costs were set to fully recover the costs of the service. This
has been done for the charges relating to Digital TV, Tower Block Wardens
and the Concierge Service. Details of the new charges are set out in
paragraph 35 below, but there has not been any material change as a result
of this work.

However, the support charges for 60plus accommodation have not been
reviewed at this stage and it is proposed that this is done in the spring of 2012
with any changes to start from October 2012. Tenants will be fully consulted
on the changes. For the 2012/13 budget and business plan, the current
charges have been retained until this work is completed.



20.

21.

22.

23.

24.

25.

Garages and Parking Spaces

Following representation from tenants it is proposed that the basis for
increasing charges for garages and parking spaces should be amended so
that they are increased by RPI and not RPI plus 0.5%, with the RPI being
based on the September index used in the rent calculation.

HRA business plan 2012/13 to 2041/42

A 30 year HRA business plan has now been prepared using the planning
principles agreed in November as amended by the proposals in this report.
The summary for the capital and revenue budgets is set out in appendices 4
and 5. The principles underlying the capital spending are set out in appendix
6. This emphasises the intention to use quality materials and life cycle
replacements that are in many cases better than the old decent homes
standard. Other key assumptions used in the plan are set out in appendix 7.

The main points to note are:
e All HRA debt can be repaid over the 30 year life of the plan,

e The capital spending plans include provision to maintain and improve
all existing dwellings. There is also provision of £20M to support estate
regeneration work and £100M set aside for Stock Replacement should
it become necessary to renew any of the existing dwellings over the
next 30 years.

e The revenue budget meets minimum balances of £2M over the life of
the plan.

e From year 10 onwards revenue balances increase above minimum
levels which demonstrates that with careful management there is a
viable long term position for the HRA.

e There are no efficiency gains included in the plan.

It is the intention to develop an efficiency programme during 2012/13 to
deliver savings from 2013/14 onwards. This will become an integral part of
the annual budget setting and business planning process. It is important to
note that the business planning forecasts set out in appendix 4 are made at a
high level and take a prudent approach to expenditure and income forecasts
based on 2011/12 budgets. When in future years detailed annual budgets are
set the allowances for inflation etc are assessed at a much more detailed
level. In future, the proposed budget for the forthcoming year will be
compared to the detailed inflationary assessment and the efficiency
programme savings, as well as the sum allowed in the business plan.

A sensitivity analysis has also been undertaken to see what effect there is on
the business plan if different key assumptions were assumed. The
sensitivities were:

1. Increase in interest cost of 1% on the payment to CLG,

2. Lower RPI than forecast

3. Higher inflation on building works related costs and

4. The impact of stock reductions of 50 dwellings per annum.

The results show that sensitivities 1, 2 and 4 all result in lower revenue
balances by the end of the 30 years but still repay all debt and enable capital



26.

27.

28.

29.

30.

31.

32.

33.

34.

spending plans to proceed. However, sensitivity 3 (higher inflation on building
works related costs) would not enable all debt to be repaid over the 30 year
period. There would be approximately £110M of debt still outstanding at this
time.

The conclusion of this work is therefore that close attention must be given to
building cost increases each year to ensure the plan remains viable.

HRA Revenue budget 2011/12 and 2012/13

The main issues that need to be considered in setting the revenue budget are
set out below.

Responsive repairs

The budget for 2011/12 has been reduced by £776,000 principally due to an
11% reduction in the number of voids, coupled with a 2% reduction in the
average price (£440,000) and a 4.5% reduction in the average costs of a
responsive repair (£289,000).

The proposed budget for 2012/13 is £10.178M. This budget includes a one-
off provision of £172,000 to meet the costs of a 53 week year. It will fund
53,200 responsive repair orders and works to 1,260 voids.

Programme repairs

The proposed budget for 2012/13 is £4.694M, which is £533,000 less than in
2011/12 because the budget for gas boiler replacement is now in the capital
programme.

Supervision and Management

The budget for 2011/12 now includes an extra £450,000 to fund the mobile
working project. This includes the budget carry-forward of £250,000 agreed
by Council in July 2011 and the transfer of £200,000 from capital to revenue.

The proposed budget for 2012/13 is £18.767M. This includes £230,000 to
fund the proposed new cleaning service to walk-up blocks, an extra provision
of £290,000 for bad debts to reflect possible problems arising from the
reduction in welfare benefits, a provision of £400,000 in case there is a need
to make a contribution to the deficit on the heating account and a provision of
£100,000 for other service developments such as tackling the health
inequalities in some of our estates and enhancing skills opportunities for our
tenants which includes working in partnership with local universities.

Dwelling Rent Income

The additional income of £312,000 in 2011/12 is principally due to a lower
level of voids coupled with lower Right-To-Buy sales.

For 2012/13 rents have been calculated using the basis set out in
recommendation (ii) to this report. This means that with effect from the 2 April
2012, the current average weekly dwelling rent figure of £69.73 should
increase by 7.54%, which equates to an average increase of £5.26 per week.
This is made up of a 6.1% increase for all dwellings (equivalent to an increase
of £4.25 per week) and a further 1.44% (£1.01 per week) for the rent
restructuring component of the increase.
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36.

37.

38.

39.

40.

Service Charges

The service charges for 2012/13 have been determined in accordance with
the principles set out in paragraphs 18 and 19. A comparison between the
current and proposed charges is shown below (based on 52 weeks):

Description Current Proposed
weekly weekly
charge charge

Tower block wardens £5.11 £4.97

Sheltered housing management charge:

e Scheme based accommodation £4.90 £4.90
e All other sheltered accommodation £1.23 £1.23

Concierge monitoring charge £1.12 £1.20

Sheltered support charge £2.63 £2.63

Community Alarm monitoring charge £1.25 £1.25

Digital TV £0.42 £0.42

It is also proposed that a new service charge of £0.91 will be introduced in
2012/13 to pay for a new cleaning service in walk-up blocks. This proposal is
subject to consultation with tenants. The total income for 2012/13 includes
income from this proposed new service.

Other Charges

It is proposed to increase the charges for garages or parking spaces for
2012/13 in line with RPI ie 5.6%.

Level of HRA Revenue Balances and Contingency Provision

The revenue budget at appendix 1 currently includes a contingency provision
for 2011/12 of £575,000. This has been retained to meet any redundancy
costs incurred in the year and also to meet any costs arising from the
closedown of the stores function at Town Depot and the creation of a store
for Building Works only at Shirley Depot. It is however recommended that
the contingency returns to its usual level of £100,000 for 2012/13.

For 2012/13, it is recommended that the minimum level of HRA balances
should be increased from £1,200,000 to £2,000,000. This reflects the
additional risks of operating in a self-financing environment. The budget for
2012/13 shows balances at 31 March 2013 are forecast to be £95,000 above
this minimum level.

HRA Capital Budget 2011/12 to 2015/16

The capital programme was fully reviewed and approved in November 2011.
These spending plans have been reviewed to take account of the latest
estimated costs and phasing of those schemes. A comparison of the
November programme with the latest proposed programme is shown below:




41.

42.

43.

44,

45.

Programme 2011/120 2012/13 2013/14 2014/15 2015/16 Total

£000 £000 £000 £000 £000  £000
Proposed 25742 31,443 32,682 34,506 27,964 152,337
Current 25164 31,781 32,105 34,5060 27,964 151,520
Change 578 -338 577 0 0 817

The main changes are set out below and full details are in appendix 3.
Estate Regeneration

Overall budget provision has been reduced by £272,000 to reflect the transfer
of spending and resources to the Housing General Fund capital programme in
relation to the redevelopment of Cumbrian Way.

Safe, Wind and Weather Tight

The budget provision for Mobile Working of £200,000 has been transferred to
the revenue budget.

Modern Facilities

The budget provision for Digital TV has been increased by £54,000 to
address some additional costs of installing fibre optic into a number of the
Tower Blocks. The final costs for the fire at Shirley Towers have now been
assessed and £33,000 has been charged to the capital programme.

Well Maintained Communal Facilities

The main budget changes are:

e £900,000 has been added to the budget for works to Graylings
supported housing scheme to reflect a significant enhancement to the
specification to the scheme based on ongoing discussions with
colleagues in Health and Adult Social Care. It is anticipated that this
increase will be supported by significant financial contributions from
Health and Adult Social Care.

e £200,000 has been added to the budget for Holyrood Improvements
due to the need to integrate the proposed works with other high quality
city centre schemes.

e £70,000 has been added to the budget for Millbrook Towers
Improvements due to structural issues being discovered to the
garages. This budget is a provisional sum to address the problem
pending a full structural report being received,

e There was an increase in costs of the work to Manston Court of
£35,000.

Warm and Energy Efficient

This section of the programme makes provision for a significant investment in
the cladding of PRC houses, flats and tower blocks to improve their thermal
efficiency. The Council is actively pursuing further energy efficiency
measures and will utilise the borrowing headroom to provide matched funding



for money obtained through Eco-funding, FIT and other Green Deal initiatives.
Consultation

46. The budget and business planning proposals have been discussed with
tenants at various meetings during the preparations for self-financing. Most
recently, these matters were discussed at the Winter Conference.

47. This formed part of the “Having Your Say” approach to tenants and resident
involvement. This was a well attended meeting with approximately 90 tenants
and residents in attendance. There was very broad support for the proposals
in particular the increased investment is tenants’ homes.

48. It is recommended that Members formally recognise the support and
commitment of tenants and tenant representatives who have participated in
this years capital and revenue budget setting exercise

49. There was also been consultation with various officers within the Council and
with our partners and this will continue as the capital and revenue initiatives
in this report are developed to support the delivery of wider city objectives.

RESOURCE IMPLICATIONS
Capital/Revenue

50. These are in the body of the report.
Property/Other
51. None

LEGAL IMPLICATIONS
Statutory power to undertake proposals in the report:

52. Housing Act legislation provides the authority to increase rent and other
associated or like charges. There are no specific legal implications arising
from the overall budget proposals contained in this report.

53. The provision, maintenance and improvement of social housing by local
authorities is authorised by various Housing Acts and other legislation

54. The Localism Act gives the statutory basis for the HRA self-financing
arrangements set out in this paper.

Other Legal Implications:

55. None
POLICY FRAMEWORK IMPLICATIONS
56. The HRA estimates form part of the Council’'s budget and are therefore key
elements of the council’s overall budget and policy framework
AUTHOR: Name: David Singleton Tel: | 023 8083 2236
E-mail: | David.singleton@southampton.gov.uk
KEY DECISION? Yes

WARDS/COMMUNITIES AFFECTED: ALL
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3. Summary of changes to the HRA capital programme
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6. HRA Business Plan — Principles underlying capital spending plans
7. HRA Business Plan — planning assumptions
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Integrated Impact Assessment

Do the implications/subject of the report require an Integrated Impact Yes
Assessment (IIA) to be carried out.

Other Background Documents

Integrated Impact Assessment and Other Background documents available for
inspection at:

Title of Background Paper(s) Relevant Paragraph of the Access to
Information Procedure Rules / Schedule
12A allowing document to be
Exempt/Confidential (if applicable)
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Agenda ltem 4

HOUSING REVENUE ACCOUNT BUDGET REPORT

Appendix 1
REVENUE BUDGET
Original Revised
Estimate Estimate Estimate
2011/12 2011/12 2012/13
£'000 £'000 £'000
SUMMARY
EXPENDITURE
10,546.5 9,769.6 Responsive Repairs 10,177.9
5,226.7 5,189.3 Programmed Repairs 4,693.7
15,773.2 14,958.9 Total Repairs 14,871.6
52.9 52.9 Rents Payable 55.5
52.4 52.4 Debt Management 69.8
17,566.1 17,605.6 Supervision & Management 18,767.1
2,916.0 2,997.9 Interest Repayments 7,025.4
0.0 0.0 Principal Repayments 8,648.8
13,095.6 13,095.6 Major Repairs Reserve 17,172.0
6,812.6 6,812.6 Direct Revenue Financing of Capital 1,614.7
7,553.3 7,519.1 Housing Subsidy paid to DCLG 0.0
100.0 575.2 Contingency 100.0
63,922.1 63,670.2 TOTAL EXPENDITURE 68,324.9
INCOME
60,650.4 60,962.4 Dwelling Rents 64,851.2
1,259.4 1,218.1 Other Rents 1,220.8
61,909.8 62,180.5 Total Rental Income 66,072.0
1,314.6 1,294.8 Service Charge Income 1,604.7
677.0 642.1 Leaseholder Service Charges 637.9
20.7 25.5 Interest Received 9.7
63,922.1 64,142.9 TOTAL INCOME 68,324.3
0.0 472.7 SURPLUS/(DEFICIT) FOR YEAR -0.6
BALANCES
1,622.9 1,622.9 Working Balance B/Fwd 2,095.6
0.0 472.7 Surplus/(deficit) for year -0.6

1,622.9 2,095.6 WORKING BALANCE C/FWD 2,095.0

K:\CL\CMMTEE\Dem 11-12\Meetings\Exec Dec Mtg\Cab\Reports\10-06.02.12\HRA -Appendix 1 - Revenue Budget FINAL Housing Revenue Account 11-12
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Appendix 3
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Appendix 6

Housing Revenue Account Business Plan

Principles underlying the capital spending plans

Introduction

This paper sets out the basic principles that have been adopted in compiling
the 30 year capital expenditure plans. The annual spending requirements
have been driven by data from the stock condition database supplemented by
input from an analysis of responsive repairs and gas maintenance records.
The intention is to use quality materials and life cycle replacements that are in
many cases better than the old decent homes standard. The initial costs
quoted relate to 2012/13 spending. The plan applies an inflationary increase
each year. Costs are based on a combination of historic information, BRE
figures and recent cost experience. They currently include prelims and fees
where necessary. Some new headings include broad indicative budget
amounts which will be refined as these programmes get underway.

The capital spending plan in the HRA business plan is divided into the
following sections:
e Safe, wind and weather tight
Warm and energy efficient
Modern facilities in the home
Well maintained communal facilities
Estate Regeneration
New Build
Stock replacement provision

The following sections give a brief description of these items and provide
information on the basis on which the capital spending plans have been
assessed.

Safe, wind and weather tight

The Council is responsible for maintaining dwellings to ensure they are safe
for residents to live in and the overall structural integrity is maintained. This
programme ensures that roofs are replaced as needed, all properties in the
city have double glazed windows, electrical systems are safe and can
accommodate modern demands, door entry systems are replaced and
properties are structurally sound. This programme specifically includes
provision to replace walkways to supported housing schemes.

The capital spending plans are based on the following:

Expenditure Heading Replacement Comments

Cycle
Door Entry System As required Rolling £200k/yr programme
Windows 35 years £5,364.77/dwelling (BRE)




Electrical Riser Upgrades N/A One off programme. Future
replacement responsibility of
Southern Electric
Contracting.

Roof Finish — Flat 33 years £745.06/dwelling (inc flats
within blocks) (BRE)

Roof Finish - Pitched / Various Multiple components in this

Structure / Gutter / category with varying life

Downpipes etc cycles and costs.

Structural Works. N/A £400,000 pa contingency
sum based on historic
spending.

Wall Structure & Finish Various Replacement cycle and costs
vary by element.

Chimney Various Multiple components in this

category with varying life
cycles and costs.

External Doors — Flats 30 years £187.43/dwelling

External Doors — Houses 20 years £1,157.63/dwelling
Garage Maintenance As required £366 per garage
Supported Housing 2 storey | One off repairs | £50,000 per block (of 8-10
Walkway Repairs flats)

Warm and energy efficient

The Council recognises that with increasing utility bills it is vitally important to
support our tenants by undertaking improvements to their homes that helps
them save money on the basics of heating and lighting. A warm and
comfortable home also contributes significantly to the wider health of our
residents in the city. This programme provides insulation to some of our most
needed properties such as tower blocks, some blocks of flats and our PRC
houses. We are also developing a programme to install more energy efficient
lighting and controls for our communal areas in our flats to help drive down
electricity bills for tenants. This programme also specifically provides for the
removal of over 5,000 tenants from the current landlord heating system to give
the control and choice over heating their home back into the hands of our
tenants. Energy efficiency grants (future and current) will be utilised as far as
possible to supplement capital spend.

This section of the programme will also be enhanced by the use of some of
the borrowing headroom in order to facilitate further energy efficiency
measures, particularly those that enable the council to access matched
funding through schemes such as green deal and FIT.

The capital spending plans are based on the following:




Expenditure Heading Replacement | Comments
Cycle
Loft Insulation + Pipe To address £57,000/yr provision.

Lagging

newly identified
need.

Landlord Meter Conversion
(1,000 properties)

One-off
programme

£170 per dwelling

Cavity Wall Insulation

As required due
to component
failure.

£16,000/yr provision.

External Cladding (Flats) 30 Years £5M estimated requirement
over 30 years.

External Cladding (PRC 30 Years £31M estimated requirement

Houses) over 30 years.

External Cladding (Tower 30 Years £10M estimated requirement

Blocks) over 30 years.

Electrical System 30 Years £5,000/block.

(communal lighting and
controls)

Modern facilities in the home

We want our tenants to be able to live in good quality modern homes with
facilities that are up to modern standards. This programme supports the
installation of new kitchens and bathrooms across the city based on the
current assessment of need. We will also be ensuring that all homes with gas
central heating have modern boilers by removing all back boilers and
upgrading systems as necessary. We will also ensure that our homes can
continue to meet the needs of our older residents by continuing to provide
disabled adaptations as required as well as updating bathrooms in some of
our supported schemes with modern shower facilities.

The capital spending plans are based on the following:

Expenditure Heading Replacement Comments
Cycle

Electrical System 30 years £3,000 per dwelling
Bathroom Refurbishment 35 years £2,951 per dwelling
Kitchen Refurbishment 20 years £6,411 per dwelling
Disabled Adaptations N/A £900,000 pa provision based

on current demands
Central Heating Gas Boilers | 30 years £2,166 per dwelling
Central Heating Distribution | 30 years £4,086 per dwelling (includes
System (including electric boiler replacement and full
storage Heaters system for wet systems)
Supported Schemes N/A £400,000 pa provision based
Adapted Bathroom on estimates
Programme




Well maintained communal facilities

We will continue with our programmes for investment in the areas outside our
tenants’ front doors. This will include refurbishing our lifts in our tower blocks
and supported schemes as needed and improving the communal hallways
and common areas of our supported schemes and blocks of flats. We will
specifically maintain our commitment to the ongoing programme of Decent
Neighbourhoods improvements to improve the open spaces around our
homes

The capital spending plans are based on the following:

Expenditure Heading Replacement | Comments
Cycle

Communal Areas Works 20 years £1,583.19/flat

Lift Refurbishment 30 years Estimated cost based on
projected need over 30 year
period.

Concierge Walk-up Block N/A £250,000/yr provision.

Roll Out

Fire doors (communal) As required. £212,000/yr provision for next
8 years.

Roads/Paths/Hard Standing | As required £170,2000/yr provision based
on m*.

Future Decent N/A Provision of £1.2M pa for

Neighbourhood Schemes future schemes

Estate Regeneration

The programme includes provision for all approved schemes, including the
master planning for Townhill Park and for this to be followed up on a city wide
basis. A sum of £20M is also included in the early years of the plan to
contribute towards funding the enablement and early implementation of the
schemes.

New Build

The programme allows for the completion of the current schemes that are on
site. No further provision is made for additional schemes.

Stock replacement provision

There is no indication from the current stock condition assessment that any of
the existing dwellings will need to be replaced over the 30 year period of the
business plan. However, with our varied stock type and our aspirations to
improve our neighbourhoods over the life of the business plan we have made
provision for the ability to begin to replace some stock should it arise and a
provision of £100M has been included over the latter years of the plan.

February 2012
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HRA Business Plan Assumptions

Appendix 7
Section 1 - Income

Garage &
Year RPI Sept RPI April Rent Increase Parking
Spaces
2012/13 2011 5.60% 2012 7.54% 5.60%
2013/14 2012 3.50% 2013 5.54% 3.50%
2014/15 2013 3.30% 2014 5.43% 3.30%
2015/16 2014 3.00% 2015 5.20% 3.00%
2016/17 2015 2.80% 2016 4.02% 2.80%
2017/18 2016 2.50% 2017 3.42% 2.50%
2018/19 2017 2.50% 2017 3.24% 2.50%
2019/20 2018 2.50% 2018 3.12% 2.50%
2020/21 2019 2.50% 2019 3.06% 2.50%
2018/19 to 2041/42 2017 to 2040 2.50% 2018 to 2041 3.00% 2.50%

Section 2 - Expenditure

Additional Additional Additional

Year Base RPI Provision Provision Provision
Management Repairs Major Works
2012/13 Included in Base Budgets
2013/14 3.30% 0.00% 1.00% 1.00%
2014/15 3.00% 0.00% 1.00% 1.00%
2015/16 2.80% 0.00% 1.00% 1.00%
2016/17 2.50% 0.00% 1.00% 1.00%
2017/18 2.50% 0.00% 1.00% 1.00%
2018/19 to 2041/42 2.50% 0.00% 1.00% 1.00%
Section 3 - Stock
Opening Estate Voluntary
Year Stock Right to Buy Regeneration Sales Closing Stock
01/04/2012
2012/13 16,859 21 27 50 16,761
2013/14 16,761 21 0 50 16,690
2014/15 16,690 21 0 50 16,619
2015/16 16,619 21 0 50 16,548
2016/17 16,548 21 0 50 16,477

The above does not include the effect of further phases of the Estate Regeneration programme, or the
changes to the Right To Buy policy that is currently being considered by Government. The effect of reductions
in stock levels on the business plan has been considered as part of the sensitivity analysis.

Section 4 - Borrowing

Self
Year Financi_ng New Loans Average Interest on
Borrowing Interest Rate | Investments
(4%)
2012/13 4% 4.60% 3.91% 0.25%
2013/14 5.00% 4.14% 0.25%
2014/15 5.50% 4.27% 0.25%
2015/16 4.33% 0.25%
2016/17 4.36% 0.25%
2017/18 4.40% 0.25%
2018/19 4.43% 0.25%
Section 5 - Other
Debt Cap £201,292,396

Borrowing headroom at 1/4/12 £21,926,672
Debt can be repaid over 30 years and the business plan makes provision for this.
Actual debt will be repaid over 50 years because of the treasury decisions on borrowing periods.

Provision for Voids loss 1.32% of rent income per annum

Provision for Bad Debts 0.80% of rent income per annum. This provision has
been doubled from current levels and is a
prudent approach to the potential impacts of
welfare reform.

K:ACL\CMMTEE\Dem 11-1 Dec Mig\Cab\Reports\10-06.02.12\HRA -Appendix 7 30 Year Business Plan Assumptions FINAL BP Assumptions
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DECISION-MAKER: CABINET
COUNCIL

SUBJECT: GENERAL FUND REVENUE BUDGET 2012/13 TO
2014/15

DATE OF DECISION: 6 FEBRUARY 2012
15 FEBRUARY 2012

REPORT OF: CABINET MEMBER FOR RESOURCES, LEISURE AND
CULTURE

STATEMENT OF CONFIDENTIALITY

N/A

BRIEF SUMMARY

The purpose of this report is to set out the latest estimated overall financial position on
the General Fund Revenue Budget for 2012/13 and to outline the main issues that
need to be addressed in considering the Cabinet’'s recommendations to Council on 15
February 2012.

RECOMMENDATIONS:

CABINET
It is recommended that Cabinet:

(@) Note the position on the estimated outturn and revised budget for
2011/12 as set out in paragraphs 9 to18.

(b) Approve that the Executive Director for Health & Adult Social Care
enter into an agreement with NHS Southampton City (NHSSC)
under section 256 National Health Act 2006 for a period of two years
from 1 April 2011 to transfer a budget to the Council to spend on
both services that benefit health and for post discharge services / re-
ablement, as directed within the Local Government Finance
Settlement announced on 13 December 2010. The sums to be
transferred by NHSSC will be £3.8M and an estimated £4.4M in
2011/12 and 2012/13 respectively.

(c) Delegate authority to the Executive Director for Health & Adult Social
Care, in consultation with the Chief Financial Officer and the Head of
Legal, HR & Democratic Services, to extend, renegotiate, or enter
into any further agreements with NHSSC in relation to any funding
streams allocated to NHSSC, or successor body, with the specific
purpose of being transferred to the Local Authority under a S256
arrangement and add any such sums to the budget.

(d) Note the position on the forecast roll forward budget for 2012/13 as
set out in paragraphs 23 to 35.



(e)

(f)

Xi)
Xii)

xiii)

Xiv)

Note and approve the arrangements made by the Leader, in
accordance with the Local Government Act 2000, for the Cabinet
Member for Resources, Leisure & Culture to have responsibility for
financial management and budgetary policies and strategies, and
that the Cabinet Member for Resources, Leisure & Culture will in,
accordance with the Budget & Policy Framework Rules as set out in
the Council’s Constitution, be authorised accordingly to finalise the
Executive’s proposals in respect of the Budget for 2012/13, in
consultation with the Leader, for submission to Full Council on 15
February 2012.

Recommends that Full Council

Notes the Consultation process that was followed as outlined in
Appendix 1.

Notes the Equality Impact Assessment process that was followed
as outlined in Appendix 2

Approves the revised estimate for 2011/12 as set out in Appendix 3.

Approves the use of £563,000 of in year under spend to increase
the Interest Equalisation Reserve in 2011/12 to ensure that
adequate provision is made for the future increase in interest costs
associated with the ongoing utilisation of variable interest rates.

Notes the position on the forecast roll forward budget for 2012/13
as set out in paragraphs 23 to 35.

Approves the revenue bids set out in Appendix 4.

Approves the efficiencies, income and service reductions as set out
in Appendix 5.

Approves the setting up of a Pay Reserve, as set out in paragraph
63.

Approves the changes to the discretionary redundancy policy as set
out in paragraphs 65 to 72.

Notes the position of the current negotiations with Trade Unions
with respect to Terms & Conditions changes implemented on 11
July.as set out in paragraphs 55 to 64

Agrees to accept the one off Council Tax freeze grant funding for
2012/13 of £2.1M

Approves the General Fund Revenue Budget as set out in
Appendix 6, which implements a council tax freeze.

Delegates authority to the Chief Financial Officer to action all
budget changes arising from the approved pressures, bids,
efficiencies, income and service reductions and incorporate any
other approved amendments into the General Fund estimates.

Approves a revised minimum balance of £5.0M as recommended
by the Chief Financial Officer in line with the policy guidance
outlined in paragraphs 81 to 83.



XV)

XVi)

XVii)
xviii)
XiX)

XX)

Notes that after taking these items into account, there is an
estimated General Fund balance of £5.1M at the end of 2013/14 as
detailed in paragraph 84.

Delegates authority to the Chief Financial Officer, in consultation
with the Executive Director of Corporate Services, to do anything
necessary to give effect to the recommendations in this report.

Sets the Council Tax Requirement for 2012/13 at £83,205,500.

Notes the estimates of precepts on the Council Tax collection fund
for 2012/13 as set out in Appendix 8

Notes the Medium Term Forecast as set out in Appendix 9.

Authorises the Chief Executive and Chief Officers to pursue the
development of the options for efficiencies, income and service
reductions as set out in Appendix 5 for the financial years 2013/14
and 2014/15 and continue to develop options to close the remaining
projected gaps in those years.

COUNCIL
It is recommended that Council:

i)
i)
ii)

iv)

Xi)

xii)

Notes the Consultation process that was followed as outlined in
Appendix 1.

Notes the Equality Impact Assessment process that was followed
as outlined in Appendix 2

Approves the revised estimate for 2011/12 as set out in Appendix 3.

Approves the use of £563,000 of in year under spend to increase
the Interest Equalisation Reserve in 2011/12 to ensure that
adequate provision is made for the future increase in interest costs
associated with the ongoing utilisation of variable interest rates.

Notes the position on the forecast roll forward budget for 2012/13
as set out in paragraphs 23 to 35.

Approves the revenue bids set out in Appendix 4.

Approves the efficiencies, income and service reductions as set out
in Appendix 5.

Approves the setting up of a Pay Reserve, as set out in paragraph
63.

Approves the changes to the discretionary redundancy policy as set
out in paragraphs 65 to 72.

Notes the position of the current negotiations with Trade Unions
with respect to Terms & Conditions changes implemented on 11
July as set out in paragraphs 55 to 64

Agrees to accept the one off Council Tax freeze grant funding for
2012/13 of £2.1M

Approves the General Fund Revenue Budget as set out in
Appendix 6, which implements a council tax freeze.



xiii)  Delegates authority to the Chief Financial Officer to action all
budget changes arising from the approved pressures, bids,
efficiencies, income and service reductions and incorporate any
other approved amendments into the General Fund estimates.

xiv)  Approves a revised minimum balance of £5.0M as recommended
by the Chief Financial Officer in line with the policy guidance
outlined in paragraphs 81 to 83.

xv)  Notes that after taking these items into account, there is an
estimated General Fund balance of £5.1M at the end of 2013/14 as
detailed in paragraph 84.

xvi)  Delegates authority to the Chief Financial Officer, in consultation
with the Executive Director of Corporate Services, to do anything
necessary to give effect to the recommendations in this report.

xvii)  Sets the Council Tax Requirement for 2012/13 at £83,205,500.

xviii)  Notes the estimates of precepts on the Council Tax collection fund
for 2012/13 as set out in Appendix 8

xix)  Notes the Medium Term Forecast as set out in Appendix 9.

xx)  Authorises the Chief Executive and Chief Officers to pursue the
development of the options for efficiencies, income and service
reductions as set out in Appendix 5 for the financial years 2013/14
and 2014/15 and continue to develop options to close the remaining
projected gaps in those years.

REASONS FOR REPORT RECOMMENDATIONS

1.

The Constitution requires the Executive to recommend to Council on the 15
February 2012 its budget proposals for the forthcoming year. The
recommendations contained in this report set out the various elements of the
budget that need to be considered and addressed by the Cabinet in preparing
the final papers that will be forwarded to Council.

ALTERNATIVE OPTIONS CONSIDERED AND REJECTED

2.

Alternative options for revenue spending form an integral part of the
development of the overall Budget Strategy that will be considered at the
budget setting meeting on 15 February 2012. Alternative options may be
drawn up by opposition groups and presented to the same meeting.

DETAIL (Including consultation carried out)

CONSULTATION

The draft proposals in the report presented to Cabinet on 24 October were
published on 14 October in order to help facilitate widespread consultation with
a range of stakeholders, including members of the public, affected
organisations, the business community, staff and Trade Unions who were all
invited to submit comments on the detailed proposals. More detail is provided
in Appendix 1 on the methods used to consult with staff, residents and other
stakeholders.



STAFF CONSULTATION

The draft budget proposals were published on 14 October 2011 and this
signalled the start of an extensive and ongoing consultation process with staff
and Trade Unions which will continue until 6 February 2012. More detail is
provided in Appendix 1 on the methods used to consult with staff and Trade
Unions.

EQUALITY IMPACT ASSESSMENTS

The Equality Duty is a duty on public bodies which came into force on 5 April
2011 and requires the Council to show that it has 'had regard' to the impact of
its decisions on its equality duties and the need to advance equality of
opportunity between people who have protected characteristics and those who
do not. While the Equality Duty does not impose a legal requirement to
conduct an Equality Impact Assessment (EIA), it does require public bodies to
show how they considered the Equality Duty and that they have been
consciously thinking about the aims of the Equality Duty as part of the process
of decision-making. To comply with these requirements as well as the
Community Safety legislation, the Council has used its existing Impact
Assessment framework so that it can ensure the use of a consistent, council
wide mechanism to evidence how decision making took into account equality
and safety considerations.

Individual EIAs have been completed by Executive Directors and Senior
Managers for those proposals contained in Appendix 5 that they identified
require such an assessment. That is where it is felt that proposed savings
could have an adverse impact on a particular group or individuals. The
individual EIAs are available in Members’ Rooms. An EIA in respect of the
final proposals for changes to the discretionary redundancy scheme is being
prepared and will be made available to Members prior to Council on 15
February 2012.

The individual EIAs have been analysed to consider the cumulative impacts
the Council’s budget proposals may have on particular groups and the
mitigating actions that could be considered. The first draft was made available
after the publication of the Executive’s draft budget proposals on 14 October
2011 and a summary of the key potential cumulative impacts and the
mitigating actions to be considered by the Council are detailed in Appendix 2.

In order to give the right perspective to the budget proposals, the Cumulative
Impact Assessments have to be considered in light of the available information
on the City’s profile, service user and non-user information and staffing profiles
as well as the proportion of the council’s budget that is currently spent on
targeted groups or communities. Further details on the updated Cumulative
Impact Assessments are available in Members’ Rooms.



10.

11.

12.

ESTIMATED OUTTURN AND REVISED BUDGET 2011/12

This report is concerned mainly with the revenue estimates for 2012/13.
However, there are elements of the 2011/12 estimated outturn that will have an
impact on the overall financial position. The planned draws from balances in
the year have been reflected in the balances position shown in this report and
take into account the overall financial position highlighted in the Corporate
Monitoring report for the nine months ending December 2011.

The original revenue estimates for 2011/12 assumed a general addition would
be made to balances of just over £1.7M. After reflecting the revised forecast
position from Month 9, this addition increases by £141,000 to almost £1.9M
as show in Appendix 3. The table below summarises the main changes:

£000’s

Increase in cost of Levies & Contributions (60.7)
Decrease in Net Interest Paid 1,561.0
Contribution to Interest Equalisation Reserve (563.0)
Exceptional Items 2,802.0
Corporate Savings (1,786.0)
Contributions to Capital DRF Funding (1,045.0)
Other Expenditure & Income (767.3)
Increase in Addition to Balances 141.0

Increase in Levies & Contributions

Additional charges have been incurred from Hampshire County Council for
the provision of the Coroner’s Service and it is estimated that the full year
impact of this will be an over spend of £65,000, although this will be partially
offset by small under spends on other levies and contributions. The Council
bears a proportion of the cost of this service based on caseload statistics and
this has increased above the estimated levels for 2011/12.

Decrease in Net Interest Paid

Net interest payable is forecast to be below that originally estimated by £1.6M
as a result of lower than anticipated borrowing costs. This has been as a
consequence of lower borrowing levels due to slippage in the Capital
Programme and also the fact that we have borrowed at lower rates than
originally estimated. Lower rates have been achieved through a conscious
decision to continue to utilise short term variable rate debt which remains
available at lower rates than long term fixed rate debt due to the depressed
market. The prediction based on all of the economic data available is that
interest rates will remain lower for a sustained period of time and that this
situation will therefore continue into 2012/13 and beyond.



13.

14.

15.

16.

Contribution to Interest Equalisation Reserve

In achieving interest rate savings, the Council has exposed itself to short term
variable interest rate risk and whilst in the current climate of low interest rates
this is obviously a sound strategy, at some point when the market starts to
move the Council will need to act quickly to lock into fixed long term rates
which may be at similar levels to the debt it has restructured. Furthermore,
the volatility in the financial markets means that interest costs and investment
income will continue to fluctuate for some time.

It was therefore recommended in the February 2009 Treasury Management
Strategy report to Full Council that an Interest Equalisation Reserve be
created from the savings arising from the switch to lower rate variable interest
rate debt, and maintained at a prudent level to help to manage volatility in the
future and ensure that there is minimal impact on annual budget decisions. It
is recommended that an additional £0.5M is added to the Interest Equalisation
Reserve in 2011/12 to ensure that adequate provision is made for the future
increase in interest costs associated with the ongoing utilisation of variable
interest rates.

However, it should be noted that the sum set aside in the Interest Equalisation
Reserve is a one off sum of money to help manage the initial transitional
period during which the council will convert its variable rate loan portfolio to
longer term fixed rate debt. The actual ongoing recurring revenue impact of
switching to fixed rate long term debt will still need to be factored in to the
budget forecasts for future years. Based on the current predictions of lower
for longer interest rate forecasts, it is unlikely that this pressure will emerge in
the short term, but it is likely to become a reality towards the back end of the
Council’s current medium term forecast horizon.

Exceptional Items

As a result of the combination of two separate items a favourable variance of
£2.8M has arisen which has partially been used to fund additions to the capital
programme. The items are:

e Supporting People — In previous years this ring-fenced grant was not fully
spent despite service plans being fully delivered and the balance was
held separately for use in future years. This grant totalling £1.34M is no
longer ring fenced and as such is available to use within the General
Fund.

e Reduced Street Lighting PFI Payments — During the early stages of the
PFI contract the Council is to receive ‘service deductions’ in view of the
fact that the contractor will need time to undertake work to install new
columns. These deductions are currently estimated to be £1.46M in
2011/12.




17.

18.

19.

Corporate Savings

There has been slippage in the achievement of a number of the saving
proposals to be delivered in 2011/12 resulting in an adverse forecast variance
of £1.8M as follows:

e Delayed implementation of the changes to Terms & Conditions — When
the budget was set in February an implementation date of 1 April was
assumed on the basis that a collective agreement was still possible. The
implementation date achieved was delayed as no collective agreement
was reached with the Trade Unions, meaning that a notice period of three
months was required. As a consequence, the changes were not
implemented until 11 July resulting in a reduction in the saving to be
achieved in 2011/12 of £1.3M.

e HMRC Mileage Rate — The changes to Terms & Conditions included a
reduction in mileage rates to match the HMRC rate. This rate was 40p
but shortly after the budget decision HMRC increased it to 45p which
reduced the saving to be achieved in 2011/12 by £27,000. The full year
impact of this is £107,800 and this will be reflected in the revised budget
forecast position for future years.

e Management Restructure — As part of a range of measures designed to
address the severe financial position facing Southampton City Council
and reflect the wider significant changes to the public sector, the Chief
Executive announced plans to implement a new organisation of Council
services early in 2011/12. The plans are well underway and will deliver
proposed savings in 2012/13 of approaching £1.0M. However, in
2011/12 the originally estimated implementation timescale has been
revised resulting in an in year adverse variance of £443,000. Savings
that accrue within 2011/12 will be included within Portfolio forecasts due
to the fact that the changes are being managed locally taking into
account service needs.

Contribution to Capital DRF Funding

Additions to the capital programme to the value of just over £1.0M were
included in the in the Capital Programme Update report approved by Council
on 14 September 2011to be funded from the savings set out in paragraph 16.

TRANSFER OF FUNDING

As part of the Local Government finance settlement in December 2010 it was
announced that an additional £648M in 2011/12 and £622M in 2012/13 had
been made available nationally to Primary Care Trusts (PCT’s) for spending
on social care services that also benefit the NHS. This funding must be
transferred to Local Authorities under section 256 of the National Health
Service Act 2006 to be spent on services to improve the overall health gain.
NHS Southampton City, (NHSSC) have been allocated the sum of £3.1M for
2011/12 and just under £3.0M for 2012/13.
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21.

22.

23.

24.

In addition it was announced that PCT’s would also receive further funding of
£150M in 2011/12 and £300M in 2012/13 for post discharge services / re-
ablement. NHSSC have been allocated the sum of £703,000 for 2011/12 and
an estimated £1.4M for 2012/13. This funding is to be used by PCT’s in
conjunction with local partners. There is not an obligation to transfer the
funding to Local Authorities. However, upon agreement with NHSSC it is
proposed that the entire sum of £703,000 is also included within the S256
agreement for 2011/12 and potentially £1.4M for 2012/13. In February 2011 it
was requested and approved by Cabinet to enter into a S256 agreement for
the sum of £3.1M. This has been brought back to Cabinet as it is now
planned to add the sum of £703,000 for post discharge services / re-ablement
to the agreement in 2011/12.

The allocation of additional funding by the Department of Health for Adult
Social Care is increasingly being made through PCT’s who are required to
transfer the funds to Local Authorities under section 256 of the National
Health Act 2006. For example, on 3 January 2012 it was announced by the
Department of Health that a national allocation of £150M had been made
available to PCT'’s for spending on social care services that also benefit the
NHS during the 2011/12 winter period. NHSSC have been allocated the sum
of £717,300. As required a spending plan totalling £717,300 has been
agreed with colleagues within the PCT and the Executive Director for Adult
Social Care & Health and is already being enacted upon to maximise the
benefit to Southampton clients in 2011/12. The contractual arrangements to
support the transfer will be made through the later addition of this sum to the
S256 agreement for which approval is being sought.

For the Council to be able to respond effectively to the contractual and
budgetary changes arising from any changes in, or future funding of this
specific nature, it is proposed within this report that the Executive Director for
Adult Social Care & Health, in consultation with Chief Financial Officer (CFO)
and the Head of Legal, HR & Democratic Services, is given authority to act
without any further approval by Cabinet, including adding any such sums to
the budget.

FORECAST ROLL FORWARD BUDGET 2012/13

The report to Cabinet on 24 October 2011 identified a roll forward gap for
2012/13 of £15.2M before any further revenue developments, pressures or
savings were taken into account. This figure has now been updated to reflect
changes in the overall position since this date, including the outcome of the
provisional Local Government Finance Settlement and changes highlighted in
the Consultation Report. The revised roll forward gap is £13.8M, and the
reasons which underpin this revised position are set out below.

Provisional Local Government Settlement

The provisional Local Government Finance Settlement for 2012/13 was
received on 8 December 2011. The provisional settlement position after also
allowing for the impact of grants transferring into formula grant improved by
£0.9M compared to that previously used for planning purposes and reported
in October.



25.

26.

27.

28.

29.

30.

31.

The Comprehensive Spending Review (CSR) announcement in October 2010
and the provisional Local Government Finance Settlement in December 2011
have confirmed that spending reductions on the scale planned are necessary
to meet the actual reductions in Government grant that have now been
announced. The grant settlement covered the two year period 2011/12 and
2012/13 and the Council’s loss of formula grant is 10.1% and 6.6% in the two
years respectively.

Though the CSR covers the four year period to 2014/15, the Government
proposes to carry out a review of grant distribution arrangements prior to
2013/14; therefore the Government grant payable to the Council in 2013/14
and 2014/15 is uncertain. For the purposes of maintaining a three year
planning horizon, a medium term financial plan covering the period beyond
2013/14 has been developed based on a further year on year reduction in
funding of 7%. In addition, a reduction of 7% has also been assumed in all
non-ring fenced grants per annum.

The final Local Government Finance Settlement has not been received prior
to the publication of this report, but any changes resulting from the final
settlement will be taken into account in a revised budget proposal for the
Council meeting on 15 February. In addition, announcements in relation to a
small number of grant funding streams are also still awaited and Officers will
continue to review the impact of any grant cuts with a view to passing on the
reduction where the grant supports other organisations spending or reducing
expenditure where the funding is used to provide City Council services. In the
event that this is not possible then a contingency has been provided for in the
budget of £0.4M, which is an increase of £150,000 compared to the position
presented in October and which can be drawn on if deemed necessary.

Council Tax Base

The council tax base for 2012/13 has been set at 67,144 properties using
delegated powers granted by Council on 17 January 2007, which has
increased the tax base and leads to additional income of £0.3M over and
above that previously assumed in October.

Collection Fund Surplus

The estimated Collection Fund surplus at the end of 2011/12 was set at
£254,100 for the purposes of the original forecast for 2012/13. Collection
rates during the year have maintained, the bad debt provision has been
reduced and there has been a continued review of exemptions and eligibility
for discounts. As a consequence of these factors, the latest estimate of the
surplus has increased by £119,100.

The Risk Fund

The Risk Fund has been increased by £1.1M for 2012/13 which reflects
provision for new risks. These relate to the provision of funding for early
education places for two year olds, the timing and speed of take up of which
is uncertain, and a reduction in income from schools for repairs and
maintenance.

Reduction in Net Interest Payable

10



32.

33.

34.

35.

Since October changes have been made to a number of key variables which
impact the forecast of net interest payable. These include changes as a
result of the Capital Programme update which is to be presented to Council
on 15 February, an updated assessment of the outlook for interest rates and
an assumption that in year borrowing will be based on taking further short
term variable rate debt which remains available at lower rates than long term
fixed rate debt due to the depressed market

Detailed Estimates Changes

Other changes in the detailed estimates submitted by Portfolios and Trading
Areas have also been reflected in the revised roll forward figures and show a
favourable variance of £947,800. This favourable movement is mainly due to
a contribution from the On-Street Parking Reserve towards highways capital
expenditure which enables a saving to be made in the level of general fund
direct revenue financing whilst maintaining the overall level of capital
investment.

Addition to Balances

The forecast position currently allows for a contribution to be made to
balances of £864,000 which is £57,000 more than assumed in October, and
which can be used in future years.

The table below shows these net changes in the overall forecast position:

£000’s

Forecast Deficit in October Cabinet Papers 15,2401
Net Impact of Provisional Local Government Finance (891.1)
Settlement

Increase in Contingency 150.0
Improved Council Tax Base (309.7)
Collection Fund Surplus (119.1)
Increased Risk Fund 1,100.0
Reduction in Net Interest Payable (467.4)
Detailed Estimate Changes (947.8)
Addition to Balances 57.0
Revised Forecast Deficit 13,812.0

This position shown in the table above represents the ‘base’ position from
which all three political groups may develop their own budgets taking into
account the proposals for new spending and savings options put forward by
Officers. The specific proposals in this report as set out in the appendices
and outlined in the following paragraphs represent the Executive’s budget
proposals for 2012/13.

RISK BASED CONTINGENCY FUND

11



36.

37.

38.

39.

40.

41.

42.

In 2008/09 the Council established the Risk Fund as a financial planning
mechanism to manage volatile risks within the budget.The Risk Fund includes
a number of pressures which are volatile in nature, and which cannot be
forecast accurately until data is collected during the financial year on the level
of activity and costs (for example increasing numbers of older persons
affecting care budgets).

The establishment of the Risk Fund means that not all the funding set aside to
cover the estimated implications of pressures is allocated to Portfolios prior to
the start of the financial year, but is retained centrally. The individual items
retained within the Risk Fund are also risk adjusted, to reflect the fact that not
all the volatile pressures will fully materialise during the year.

A sum of £6.3M is included in the budget for 2012/13, (an increase of £1.1M
compared to the draft position presented to Cabinet in October 2011), to
cover these pressures and will only be released during the year if evidence is
provided to substantiate the additional expenditure against the specific items
identified.

It should be noted that the issues covered by the Risk Fund represent real
rather than speculative risk, and that in the current year (2011/12) there is
only likely to be a small under spend against the Fund.

REVENUE PRESSURES

Part of the Budget process each year also looks at unavoidable pressures on
services that will have a financial impact, many of which are outside of the
control of the service itself. Examples of these would be contractual changes,
which have a direct impact on costs (e.g. increase in service specification),
legislative changes such as new functions and standards, or areas where the
current budget simply does not reflect the level of activity within the service.
No new pressures have been identified for 2012/13 which services have not
been able to manage outside of the Risk Fund mechanism.

REVENUE DEVELOPMENTS

Each political group also has the opportunity to put forward new proposals for
spending as part of the budget process which reflect their priorities for service
provision. No new proposals have been included for 2012/13.

REVENUE BIDS

Services were also invited to put forward a series of bids in order to fund new
spending initiatives. Unlike pressures, which are unavoidable, there is an
element of choice in deciding whether to proceed or not with these items.
The bids have been reviewed and the proposals for new expenditure put
forward by the Executive total £30,000 in 2012/13. These are detailed in
Appendix 4.

EFFICIENCIES, INCOME AND SERVICE REDUCTIONS

12
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46.

47.

48.

49.

50.

For the purposes of considering an overall budget package, it should be noted
that the roll forward budget includes a 3% vacancy factor built in to all salary
budgets as well as the ongoing effects of savings identified in previous budget
rounds.

The 24 October Cabinet report set out draft budget proposals for consultation
and at that point included efficiencies, income generation and service
reductions to the value of just over £13.7M. This level of savings went most
of the way towards bridging the revised budget gap which at that point in time
was just over £15.2M. The changes set out in paragraph 34 reduced this gap
to £13.8M, and this is the level of savings therefore required to balance the
draft budget for 2012/13 at an assumed council tax increase of zero. This
also allows for the receipt of one-off central government grant funding to
‘reimburse’ the Council for the loss of 2.5% of additional council tax income
forgone through freezing council tax in 2012/13.

In arriving at this position a number of one off funding sources have been
utilised which total almost £3.4M. These include contractual savings from the
Street Lighting PFI project (£1.1M) and the utilisation of the New Homes
Bonus for both 2011/12 and 2012/13 (£2.3M). These one off elements, whilst
serving to reduce the gap in 2012/13, by their very nature do not impact on
the medium term financial position.

In terms of closing the £13.8M shortfall and setting a balanced budget, the
Executive’s recommendations for efficiencies, income generation and service
reductions now total over £12.8M and are set out in detail in Appendix 5. The
remaining budget shortfall will be met from the proposed changes to the
discretionary redundancy scheme, which are estimated to achieve a saving of
£1.0M.

STAFFING IMPLICATIONS

The City Council employs more than 3,800 FTE of non school staff of which
approaching 3,000 FTEs are funded by the General Fund, and staffing costs
constitute a significant element of overall expenditure. Given that this is the
case, it is inevitable that when the Council is faced with such a significant
funding shortfall, that the savings proposals put forward by the Council will
have an impact on staff cost and staff numbers.

Aware of this fact, the Council has continued to have in place a carefully
planned approach to recruitment, ensuring that vacant posts have only been
recruited to where absolutely necessary.

This proactive approach has meant that the Council has been able to hold a
significant number of posts vacant which can now be deleted in order to make
savings as part of the budget process. The deletion of vacant posts reduces
the impact on staff in post and reduces the actual number of employees who
will be made redundant.

Based on the savings proposals contained in this budget report 202.90 FTE
posts are affected of which 103.85 are currently vacant and 99.05 are in post

13
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53.

54.

55.

56.

57.

58.

and are at risk of redundancy. The FTE at risk of redundancy represents less
than 3.0% of the overall FTEs employed and is 8.69 FTE lower than the figure
anticipated in October.

Through the consultation process the Executive have been keen to explore all
avenues with the Trade Unions and staff to identify wherever possible
alternative options for delivering savings, in order that the level of proposed
staffing reductions and redundancies can be reduced. The consultation has
been extended to 6 February and any changes made after publication of this
report will be highlighted to Council on 15 February 2012.

The Executive will also continue to ensure that impacted staff are aware of all
the available options which can be used to avoid compulsory redundancies
and this will include:

o Early retirement,

¢ Flexible retirement,

e Voluntary redundancy and
e Reduced hours.

In addition, the City Council has an excellent past record of using its
redeployment policies to minimise any compulsory redundancies arising out
of the budget proposals, and the Executive will seek to strengthen the support
for employees who find themselves on the redeployment register as a result
of savings implemented as part of the 2012/13 budget.

Moving forward, the Executive remain committed to minimising job losses
within the Council, and this is reflected in the proposals to reduce redundancy
costs in order to further minimise the impact on jobs in 2012/13 and beyond

TERMS AND CONDITIONS CHANGES

The scale of the reductions in local government funding has meant that the
Council has been forced to look at radical options for reducing expenditure
across services.

The Executive made it clear as part of the implementation of the 2011/12
budget that protecting front line services, and hence jobs, was a key priority. It
was for that reason that the Executive’s budget proposals for 2011/12, as
implemented by Full Council, included a number of changes to staff terms and
conditions, in order that employment costs could be reduced in lieu of further
job losses. A commitment has been given by this Executive that no further
changes to terms and conditions will be sought for the purpose of budget
savings during this Administration, with the exception of changes to terms and
conditions arising from non-budgetary matters, (for example to reflect
legislative requirements).

Whilst implementation of the changes to Terms and Conditions came into
effect on the 11 July 2011, this was without collective agreement with the
Trade Unions, which as a consequence has led to a sustained period of
industrial action.

Since the 11July 2011, the Executive has put forward a number of proposals to
the Trade Unions to reduce the impact of the changes to terms and conditions,
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with an emphasis on further protecting the lower paid from the impact of the
changes.

However, a negotiated settlement has not been reached. A final offer was
made to the Trade Unions which the Trade Unions publicly acknowledged was
the best offer that could be achieved through negotiation. This final offer was
put to union members via a secret ballot. The Unison union made no
recommendation to its members as to whether to accept or reject the final
offer, whilst the Unite union recommended that its members reject the final
offer. Following the ballot process, each of the recognised Trade Unions
confirmed that their members had rejected the Executive’s final offer.

The Executive’s final offer would have meant that :

e There would have been no pay reduction for any employee earning a
basic equivalent pay of £22,000 or less (instead of a 2% pay reduction).

e There would have been a pay reduction of 2% for any employees on
APT& C spinal column point 26 (a basic equivalent pay of £22,221)
instead of 4.5%.

e Employees earning a basic equivalent pay between £22,222 and
£35,000 would have received a pay reduction of 4% (instead of 4.5%).

e Employees earning a basic equivalent pay between £35,001 and
£65,000 would have received a pay reduction of 4.5% (Instead of 5%).

e Employees earning in excess of a basic equivalent pay of £65,000
would have received a pay reduction of 5% (Instead of 5.5%).

The Executive’s final offer was predicated on the Trade Unions withdrawing
their collective employment tribunal claims, which the Trade Unions have so
far refused to do. The Executive made it clear that given the Council’s overall
financial position, which at the time was a three year financial shortfall of
£54M, that:

e There was no further funding available to improve the final offer.

¢ It would make no financial sense to put forward proposals to reduce the
impact of the changes to terms and condition if the Trade Unions were
going to proceed to employment tribunal and thus potentially put the
Council’s financial position at further risk in any event.

e If any award was made against the Council, then given the Council’s
budget shortfall, any award would almost inevitably impact on jobs, as
there is no funding available to meet any award.

On the basis that the Executive’s final offer has been rejected by the Trade
Unions, and with the Trade Unions continuing to proceed with their
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employment tribunal claims, the Executive have withdrawn this offer and now
have no choice but to proceed with defending the claim made against the
Council, and will seek to robustly defend it's position at the Tribunal. The
Executive’s final offer to the Trade Unions was made up of two distinct
elements:

e £500,000 for market supplements for certain groups of front line social
work staff.

e £670,000 to fund the reduction in the percentage pay reduction.

Social Work Market Supplement

The Executive committed to undertake a review of social workers pay, and in
the interim agreed to fund a market supplement for certain groups of social
workers in Children’s Services. The estimated annual cost of paying market
supplements for social workers in both Adult Social Care and Children’s
Services is £500,000. The outcome of the review is due shortly and at the
present time the originally agreed market supplement remains in place. The
Executive’s budget proposal for next year includes an assumption that a
market supplement will continue to be in place, and the proposed budget
therefore includes £500,000 for this purpose.

Reduction in Percentage Pay Reduction

The cost of implementing the Executive’s final offer to reduce the overall
percentage pay reductions was estimated at £670,000 per annum on an
ongoing basis. As the offer has been rejected and thus withdrawn, the
Executive are recommending that £600,000 of this funding is now set aside in
a Pay Reserve on a recurring basis to fund any costs, (including legal costs),
arising from defending the Council’s position at the employment tribunal.

Moving forward however, the Executive remains committed to reviewing
Terms and Conditions in the future, if and when the Council’s financial
position improves.

CHANGES TO THE DISCRETIONARY REDUNDANCY SCHEME

The Executive has been clear that its priority is to protect jobs; however, as
set out in the October report to Cabinet this position is undermined if the
Authority is faced with redundancy costs which it cannot afford. Maintaining
the current relatively generous scheme means that potentially more posts
would have to be deleted in order to generate further savings to meet the cost
of redundancies. Therefore, in order to protect jobs, the Cabinet believe that
a reduced redundancy scheme which is affordable is an appropriate way of
ensuring that services can be protected and consequently that the least
number of posts are deleted as possible.

The Executive’s draft budget therefore proposed that subject to consultation
with the Trade Unions, the current redundancy scheme be replaced with a
more affordable scheme. In reviewing options, the Executive are mindful of
the need to develop a revised scheme which is fair but which does not pay
excessive amounts.

The financial forecast represented by the ‘base’ position includes £5.0M in
each of the next three financial years to cover the cost of redundancies and
any associated pension costs based on the current scheme. The budget
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proposed by the Executive reflects the impact of a revised redundancy
scheme which the Executive anticipates will see costs reduced by a minimum
of £1.0M per annum.

Current Discretionary Severance Scheme

The scheme at present, ignoring the in year enhancement for voluntary
redundancies, is as follows:

£ Actual weekly pay

X Statutory Weeks Payable (up to maximum of 30 weeks based on age
and length of service)

X Discretionary multiplier of 1.6

(The discretionary multiplier was enhanced to 2 for voluntary redundancies
and it has been agreed to apply this to all staff whose employment with the
Authority ends by 31 March 2012).

Executive’s Initial Proposed Discretionary Severance Scheme:

The proposed scheme put forward for consultation with staff and the Trade
Unions for both compulsory redundancy and voluntary redundancy was as
follows:

£ Actual weekly pay (capped at top of Grade 13)

X Statutory Weeks Payable (up to maximum of 30 weeks based on age
and length of service)

The proposed new scheme would have no discretionary multiplier.

Trade Union’s Proposed Discretionary Severance Scheme:

The Trade Unions have put forward a revised proposal as follows for both
compulsory and voluntary redundancy:

£ Actual weekly pay (capped at top of Grade 10 — SCP 46)

X Statutory Weeks Payable (up to maximum of 30 weeks based on age
and length of service)

X Discretionary multiplier of 1.5

The Trade Unions alternative proposal has been modelled and does not
deliver the £1.0M level of saving required as part of the 2012/13 budget. In
addition, the proposal creates a differential position for individual employees
on Grade 11, due to the overlap with Grade 10. This would mean that
individuals undertaking the same roles would be subject to different
redundancy packages. For these reasons the Executive is reluctantly unable
to accept the Trade Unions’ alternative proposal.

Executive’s Revised Proposed Discretionary Severance Scheme for
Implementation from 1 April 2012:

The Executive recognise that maintaining a differential between the
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compulsory and voluntary redundancy payments is more likely to encourage
individuals to come forward for a voluntary severance. On that basis, the
Executive is recommending that Full Council implement the following revised
discretionary severance policy:

Compulsory Redundancy:

£ Actual weekly pay (capped at top of Grade 13)

X Statutory Weeks Payable (up to maximum of 30 weeks based on age
and length of service)

Voluntary Redundancy:

£ Actual weekly pay (capped at top of Grade 13)
X Statutory Weeks Payable (up to maximum of 30 weeks based on age
and length of service)

X Discretionary multiplier of 1.25

This proposal will still ensure that the £1.0M saving target for a reduction in
overall budgeted redundancy costs can be achieved.

PROPOSED BUDGET PACKAGE

Summarised below is the proposed budget package put forward by the
Executive for consideration. The detailed analysis is reflected in the General
Fund Revenue Account set out in Appendix 6 and shows the changes from the
base position outlined in paragraph 34. The proposals are based on a Council
Tax freeze and include a contribution from balances of £136,000.

£M
Total GF Spending (After Draw From Balances) 97,017.5
Bids (Appendix 4) 30.0
Efficiencies, Income and Service Reductions (Appendix 5) (12,842.0)
Changes to the Discretionary Redundancy Scheme (1,000.0)
Council Tax Requirement 83,202.5

Any changes made to this proposed budget package, for example in
response to the ongoing consultation with staff which has been extended to
run until 6 February 2012, will be highlighted to Full Council on 15 February
2012.

COUNCIL TAX

The Executive are recommending a Council Tax freeze for 2012/13. The
Council Tax Requirement shown in Appendix 6, which takes into account
Government Grants and an assumed surplus on the collection fund at the end
of 2011/12 of over £373,200, is the level of council tax required to provide a
balanced budget for 2012/13. This is then divided by the council tax base set
by the CFO, following consultation with the Cabinet Member for Resources,
Leisure & Culture to give the basic amount of council tax for the year of
£1,239.21, which is a zero percent increase. The full calculation is set out in
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Appendix 7. The proposed Council Tax increase is zero, which would mean
that the council tax payable per band would remain at the same level as for
the current financial year if the Executive’s recommendation on council tax is
accepted by Fulll Council.

The estimates of the payments from the Collection Fund in the form of
precepts for 2012/13 are set out in Appendix 8. This includes preliminary
figures for the Police and Fire authorities, for whom proposed council tax
increases of zero percent have been assumed. The Appendix therefore
shows that when these items are added to Southampton’s council tax, the
overall increase remains at zero percent. These figures will not be confirmed
until the budget setting day at Full Council on 15 February 2012.

The Executive is well aware of the impact of large Council Tax increases on
households within the City. In previous years, the Conservative Group has
adopted a policy of keeping proposed Council Tax as low as possible with the
level last year being frozen.

This remains a key commitment of the Executive and the previously approved
Older Persons council tax discount of 10% for households where all occupants
are over 65 will be maintained, as will the 100% discount for Special
Constables.

Council Tax Freeze Grant

The Government announced in October that it will fund a further Council Tax
freeze in 2012/13. It has been confirmed that this funding will take the form of
a one off non-recurring grant payable in 2012/13 to those Authorities who
implement a zero percent increase in Council Tax for that year. The grant
receivable will represent additional funding equivalent to increasing Council
Tax by 2.5% in 2012/13 and for Southampton, the level of additional funding is
in the order of £2.1M and this has been reflected in the revenue position
presented in Appendix 6.

In recommending to Full Council that it accepts this grant, the Executive are
cognisant of the CFO’s advice that the one off nature of the grant creates a
recurring budget shortfall/pressure of £2.1M for 2013/14 onwards. This impact
is therefore reflected in the financial forecast and hence increases the budget
gap by a further £2.1M from 2013/14.

GENERAL FUND BALANCES
It is important for Cabinet and Council to consider the position on balances.
Balances are used either to:

e support revenue spending,

e support the capital programme, or

e provide a ‘working’ balance at a minimum level suggested by the CFO
with any projected excess being available to fund any one-off
expenditure pressures or to reduce the council tax on a one-off basis.

The latter option is not recommended by the CFO.

Several years ago, CIPFA issued guidance on a risk based approach to
setting an appropriate level of reserves. The CFO at the time produced a
calculation for the City which took into account factors such as:
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e Exposure to pay and price inflation

e Volatile areas of income generation

e Demand led service expenditure

e Exposure to interest rate variations

e Contractual commitments

e Achievement of budget savings

e VAT partial exemption risk
This calculation is reviewed annually and updated to reflect current levels of
expenditure and income and treasury management operations and also new
considerations such as partnership arrangements. This level has been
reviewed this year and in recognition of the risks facing the Council the CFO

has recommended that the minimum level of balances is increased from
£4.5M to £5.0M in line with good practice guidance.

The table below shows the position for balances after taking into account the
outturn for 2010/11, the estimated outturn for 2011/12, the budget proposals
set out in this report and the current update of the capital programme.

201112 | 2012/13 | 2013/14 | 2014/15
&
2015/16
£000’s £000’s £000’s £000’s
Estimated Opening 17,393.9 | 14,249.7 5,696.6 5,294.7
Balance
Net Draw from/ (to) 3,145.0 (136.0) | 4,000.0 8,000.0
Revenue
Draw to Support Capital (203.0) (492.0) (250.0)
Draw for Strategic Schemes (6,086.2) | (7,925.1) | (4,151.9) | (8,164.7)
Closing Balance 14,249.7 5,696.6 5,294.7 5,130.0

Whilst the level of balances by 2015/16 remains marginally above the
minimum required amount of £5.0M, at this stage it is not intended to use this
to support the revenue budget in 2012/13 but this will be available to fund

future initiatives or contribute to the revenue budget in future years.

MEDIUM TERM FORECAST

A roll forward forecast has been estimated for 2013/14 and 2014/15 taking

into account the future years effects of the proposed pressures and savings
as set out in this report. The forecast is included as Appendix 9. The funding
gap will be reviewed and addressed as part of the ongoing development of
longer term financial planning and Members are being asked to authorise the
Management Board of Directors to pursue the development of future years
options highlighted in Appendix 6.
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Local Government Settlement

The CSR announced in October was for a four year period but the provisional
Local Government Settlement released in December was only for two years.
As no figures are available beyond 2012/13 it is difficult to move any further
towards a more robust rolling three year financial plan. This is exacerbated
by the economic climate, uncertainty about Government spending plans in
future years and possible changes to local authority funding.

Local Government Resource Review

The Government is completing a local government resource review which
started in January 2011 with the aim of implementing changes from 2013. The
Council has and will continue to contribute actively to the resource review.
The review is likely to result in radical changes in the funding councils receive,
which increases the uncertainty inherent in forecasts for 2013/14 and beyond.

Further work will be undertaken in the next few months to ensure that the
assumptions built into the forecast for 2013/14 are robust and reflect the latest
predications in relation to key variables such as inflation and interest rates.
The intention is that an updated forecast will be presented to Council in the
Summer if appropriate. The most significant risks to achieving financial
stability are the level of Government grant beyond 2012/13 and the
vulnerability of Health Funding provided by Government. Whilst a prudent
assessment has been made regarding these two aspects of Government
funding, there is a significant degree of uncertainty regarding the outcome of
the Local Government Resource Review and the Health review and any
significant changes arising from these will require the assumptions in the
medium term forecast to be reviewed.

Business Rate Retention

The first stage of the resource review deals with options for providing greater
financial autonomy to Local Authorities through the return of Business Rate
income to a local level, but with protection for low yield authorities through a
‘tariff’ and ‘top-up’ equalisation model.

The Council has historically been a net contributor to the national business
rate pool (it has paid in more than it has received) due to a combination of a
relatively buoyant economy in the South but a low per head distribution of
grant under the funding formula. This means that under the proposed new
model, the Council would be required to pay a ‘tariff’ from the beginning of the
scheme which would rise with inflation in future years. To benefit from the
scheme therefore, business rate growth across the City would need to exceed
inflation on an annual basis.

Localisation of Council Tax Benefit

The second stage of the review deals with the localisation of support for
council tax. It was announced as part of the CSR in 2010 that support for
council tax would be localised from 2013/14 and expenditure reduced by 10%
from the same date. Localisation is part of a policy of decentralisation that the
government believe will give local authorities increased financial freedoms
and a greater stake in ensuring local tax payers are supported into work and
deciding how resources are used to achieve that.
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The replacement for council tax benefit will have to be carefully designed and
modelled to ensure expenditure is in line with that budgeted, as any excess
has to be met by the council. There are many risks around this, but one of
the most obvious is that it exposes the council to possible swings in the
economy which result in an increase in claims.

There will be difficult decisions about who should be paid and in what
circumstances. The exclusion of pensioners from any reductions required to
achieve the 10% saving required means the burden falls heavily on other
groups. This becomes even more complex when trying to ensure there are
no barriers to working. A model scheme may be developed as a guide, but
local decisions will still be needed.

Technical Reforms to Council Tax

In the late autumn of 2011 the CLG also consulted on technical reforms
proposed to council tax. The consultation considered options in relation to the
council tax liabilities of second home owners, and of the owners of empty
properties, in England. It also considered potential reforms of several details
of the council tax system including modernising arrangements for payment of
council tax by instalments, for delivering the information to be supplied with
demand notices, and the treatment of annexes to dwellings; and some
broadly administrative matters.

Responses to the consultation were to be submitted by 29 December 2011
and the outcome has yet to be published but may afford the Council
opportunities to make changes to the current arrangements the financial
impact of which will be relevant for the medium term forecast once known.

Council Tax Referendum

The effect on local taxpayers is also a critical element in making decisions on
council tax levels, particularly given the legislation for Council Tax referendum
contained in the Localism Act. The Localism Act abolishes Whitehall capping
in England and puts local referendums in its place. If councils increase
council tax above the level agreed by government, currently set at 3.5% for
2012/13, this will trigger a referendum and if people vote against the increase
the local authority will have to revert to a lower council tax rise

Forecast Government Grant

The intention remains, however, to produce a high level plan containing
longer term objectives that can be pursued outside of the annual budget
process and the current forecasts assume a further reduction of 7% per
annum in Government funding for 2013/14 and 2014/15. In addition, a
reduction of 7% has also been assumed in all non-ring fenced.

In more general terms, the main impact upon the Council’s medium term
financial planning relates to the level of Government grant, grant support in
respect of capital investment and government policy relating to the exercise of
council tax capping powers. In particular, the outcome of the Resource
Review currently underway, alongside the Government’s funding on Health
regarding it's impact upon Adult Services funding are likely to have a
significant impact.
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Future Year Savings

Appendix 9 also includes an increasing sum for future options for efficiencies,
income and service reductions in later years that the Management Board of
Directors need authorisation to develop and progress. Future savings have
also been included in the medium term forecast of £8.1M in 2013/14 rising to
£11.8Min 2013/14. These items are work in progress and will be further
developed in the coming year.

RESOURCE IMPLICATIONS
Capital/Revenue

Capital

101. The revenue implications of funding the capital programme through supported
and unsupported borrowing are reflected in the 2012/13 estimates presented
in Appendix 6.
Revenue

102. As set out in the report

Property/Other

103. None

LEGAL IMPLICATIONS
Statutory power to undertake proposals in the report:

104.

105.

106.

INTRODUCTION

It is important that Members are fully aware of the full legal implications of the
entire budget and Council Tax making process, when they consider any
aspect of setting the Council’'s Budget. Formal and full advice to all Members
of the Council protects Members, both in their official and personal capacity,
as well as the Council. If Members have received the appropriate
professional legal and financial advice and act reasonably, generally the
courts will not interfere in their decisions.

GENERAL POSITION

The first and overriding legal duty on Members is their fiduciary duty to weigh
the needs of service users against the interests of local taxpayers. In
planning the budget, Members are under a fiduciary duty to act prudently,
responsibly, in a businesslike manner and in their view of what constitutes the
best interests of the general body of local taxpayers. In deciding upon
expenditure, the Council must fairly hold a balance between recipients of the
benefits of services provided by the Council and its local taxpayers. Members
should note that their fiduciary duty includes consideration of future local
taxpayers as well as present local taxpayers.

There is a general requirement in administrative law that a local authority
decision must be rational, authorised by law and must take account of all
relevant considerations, whilst ignoring any irrelevant ones. It should also be
noted that the concept of proportionality, given great emphasis in the Human
Rights Act 1998, is also becoming a relevant factor for determining the
reasonableness of any decision and should be borne in mind by Members.
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An authority commits an illegal act if it acts beyond or in abuse of its statutory
powers or in breach of its fiduciary duty. It will also act illegally if it fails to
take relevant considerations into account or acts in outrageous defiance of
reason

OBLIGATION TO MAKE A COUNCIL TAX

The legal significance of the Annual Budget and setting a Council Tax
derives from the Council's duty under the Local Government Finance Act
1992 (the 1992 Act) to set a balanced budget and Part 5 Chapter 1 of the
Localism Act 2011. This is achieved by calculating the aggregate of:

i. the expenditure it estimates it will incur in the year in performing its
functions in the year (including an allowance for contingencies),

ii. the payments it estimates it will make in the year in defraying
expenditure already incurred and

iii. expenditure it will incur in funding costs before a transfer of funds is
made from the Collection Fund and then deducting such sums as will
be paid into the General Fund, (i.e. income). Calculations made
under this section must be made before 11 March in the preceding
financial year.

In order to fulfil this duty, the Council must prepare detailed estimates of its
expenditure for the coming year and of the resources which will be available
to meet this expenditure. Account must be taken of any deficit brought
forward from a previous year and the amount needed to cover contingencies.
The resources include income from rents, fees and charges and any available
balances. All of these issues must be addressed in the budget report. The
estimation of the detailed resource and expenditure items is the main reason
for the budget process. The budget must balance, i.e. proposed expenditure
must be met from proposed income from all sources, with any shortfall being
the precept on the Collection Fund.

Failure to make a lawful Council Tax on or before 11 March could have
serious financial results for the Council and make the Council vulnerable to an
Order from the Courts requiring it to make a Council Tax.

Section 151 of the Local Government Act 1972 places a general duty on local
authorities to make arrangements for "the proper administration of their
financial affairs'.

Information must be published and included in the Council Tax demand
notice. The Secretary of State has made regulations, which require charging
authorities to issue demand notices in a form and with contents prescribed by
these regulations.

There is also a duty under Section 65 of the 1992 Act to consult persons or
bodies appearing to be representative of persons subject to non-domestic
rates in each area about proposals for expenditure (including capital
expenditure) for each financial year.
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DEFICIT BUDGETING

A deficit budget, one which does not cover all anticipated expenditure with
resources reasonably expected to be available, is unlawful. Any Council Tax
which rests on such a budget will be invalid. Councils are constrained to
make a Council Tax before all the separate elements, which will constitute
available resources or anticipated expenditure, have been identified and
quantified fully. Best estimates have to be employed.

Where these best estimates include sums for unallocated savings or
unidentified expectations of income, extreme care must be taken to ensure
that the estimates are reasonable and realistic and do not reflect an unlawful
intention to incur a deficit. It might be appropriate at budget setting time to
require regular monitoring throughout the financial year of such estimated
savings or income. Prompt action to reduce spending must be taken, if at any
stage it seems likely that a balance between income and expenditure will not
be achieved.

BORROWING

The rules and regulations governing a local authority's ability to borrow money
were altered significantly by the introduction of the Local Government and
Housing Act 1989 and subsequent regulations. This has now been abolished
and replaced by the self regulating Prudential Code.

OTHER RELEVANT LEGISLATION

The Local Government Finance Act 1988 (the 1988 Act) created the (now
repealed) Community Charge and the current National Non- Domestic Rating
regime and deals with grants, funds, capital expenditure and the financial
administration of a local authority.

Under Section 114 (2) and 114 (3) of the 1988 Act, the CFO is required to
make a report, if it appears to him/her that a decision or course of action the
Council or an officer has agreed or is about to make is unlawful, or that
expenditure is likely to exceed resources available.

Members have a duty to determine whether they agree with the CFO's
statutory report issued under Section 26 Local Government Act 2003. If
Members were to disagree, they would need to set out cogent reasons for so
doing. Unless such reasons could be set forward, Members' action in
disagreeing with the CFO'’s views on the basis of his/her professional
judgement would be likely to be held unreasonable and constitute wilful
misconduct. It should be noted that under the Members’ Code of Conduct,
Members are required to take account of any advice issued by CFO (and the
Monitoring Officer) acting in their statutory capacities.

The Localism Act 2011 contains provisions (Part 5, Chapter 1) which relate to
the setting of Council Tax, including the arrangements for Council Tax
Referendums.

BEST VALUE: LOCAL GOVERNMENT ACT 1999

The Local Government Act 1999 (the 1999 Act) introduced a duty of Best
Value, which came into force on 1 April 2000. Members need to be aware of
and take account of the impact on the Council of this duty.
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THE CONSTITUTIONAL POSITION: LOCAL GOVERNMENT ACT 2000
(THE 2000 ACT)

The 2000 Act has had a fundamental effect on the governance of the Council
and in particular has resulted in a change to the working arrangements of
Council, with the requirement for a Constitution setting out executive
(Cabinet) and scrutiny and overview arrangements. The 2000 Act also
provides a power for Councils to promote the economic, social and
environmental well-being of their areas and develop community strategies. In
addition, the 2000 Act establishes an ethical framework.

Of particular importance to the Council Tax setting process and Budget
Meeting of the Full Council is the Council’'s Budget and Policy Framework
Procedure Rules set out in Part 4 of the City Council’s Constitution. These
provide a legal framework for the decision making process whereby the
Budget of the City Council is determined, and the Council Tax is set. In
addition, Members need to be aware that these Rules provide a route
whereby the Leader may require the Full Council to reconsider their position if
they do not accept the Executive’s recommended budget without amendment.

In addition, the Constitution contains a range of further material relevant to
the setting of the Council Tax and the Budget Setting meeting:

i.  Article 12 contains guidance on decision making and the law;

ii. The Council Procedure Rules in Part 4 regulate the conduct of the
Full Council meeting (although traditionally, some of the rules relating
to the conduct of the debate are suspended to allow different
arrangements during the budget debate);

iii. The Members’ Code of Conduct must be followed by Members; and

iv. The Officer/Member Protocol contains guidance both on pre-budget
discussions, but also on how officers and Members should interact
with specific guidance about budget preparation issues.

PERSONAL LIABILITY AND SURCHARGE

The 2000 Act abolished the local government surcharge provisions and
replaced them with a new statutory offence of 'misuse of public office'. This
new statutory offence covers two situations, namely unlawfully incurring
expenditure or incurring expenditure as a result of wilful misconduct. It also
covers the exercise of a public function in a manner that involves dishonesty
or oppression or malice. The Courts (rather than the District Auditor) would
impose penalties. The Council could sue for losses/deficiencies sustained.

LEGAL STATUS OF POLITICAL PROMISES AND DOCUMENTS

It is appropriate for Members to consider their own position as some Members
may have expressed support publicly for policies that are not policies of the
Council.

Political documents do not represent a legal commitment on behalf of the
Council. To treat any political document as a legal commitment by the
Council would be illegal. Where there is a valid choice before Members, then,
at that stage and only at that stage, Members may take political documents
into account.
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128. All decisions must be taken within the framework of the formal decision
making process of the Authority. Members must take into account all relevant
matters and disregard all irrelevant ones. Decisions taken at a political
meeting, such as a political group meeting, have no status within this process.
A Member, who votes in accordance with a group decision which has been
reached, having regard to relevant factors and who has addressed their mind
independently to those factors and to the decision itself, will be acting within
the law.

129. The Courts have also advised on the balancing exercise to be undertaken by
a Council when deciding whether to pursue a particular policy:

A local authority must exercise its statutory powers in the public interest and
for the purpose of which those powers have been conferred. Political views,
as to the weight to be attached to the various relevant considerations and as
to what is appropriate in the public interest in the light of those
considerations, may properly influence the exercise of a statutory discretion.
A decision will not be unlawful merely because some political advantage,
such as electoral popularity, is expected to flow from it, so long as the
decision is made for a legitimate purpose or purposes. Because at some
stage in the evolution of a policy an improper political purpose has been
espoused, does not mean that the policy ultimately adopted is necessarily
unlawful. However, a political purpose extraneous to the statutory purpose
can taint a decision with impropriety. Where there is more than one
purpose:-

a) The decision will generally be lawful provided that the permitted purpose is
the true and dominant purpose behind the act. This is so even though
some secondary or incidental advantage may be gained for some
purpose, which is outside the authority's powers.

b) The decision will be invalid if there are two purposes one ultra vires and
one intra vires and the ultra vires purpose is a (even if not the) major
purpose of the decision. Accordingly a decision substantially influenced by
a wish to alter the composition of the electorate would be unlawful.

c) Where there is some evidence justifying enquiry, the Court will consider
whether an apparently lawful purpose e.g. home ownership is merely a
colourable device to conceal an illegitimate purpose e.g. electoral
advantage.

d) Even if those voting for a particular policy at a Council meeting have
perfectly proper reasons in mind, the policy can be tainted by the improper
motives of others who have taken part in the formulation of that policy
although not actually present to vote. As a matter of law it is possible for a
corrupt principal to cause a result through an innocent agent.

Other Legal Implications:

130. The financial forecasts contained in this report have been prepared and are
submitted as part of the budget process set out in the Council’s Constitution.
As part of the review process by the MBD, the proposals contained in this
report have been checked from a legal viewpoint.
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131.

132.

133.

It should be noted by both Cabinet and Full Council that the decisions they
are making, in terms of ‘Budget setting’ are effectively preliminary decisions
setting the framework for anticipated spending by the Council for 2012/13 to
2013/14. That framework and the matters set out in the budget influence and
inform the strategic direction the Council will take during the budget period but
specific proposals will require further implementation decisions (either at
Cabinet or Officer decision levels as appropriate) in order to be given effect.

The Council, as the decision-maker, will take a preliminary decision in
relation to its budget, fully aware that the implementation of proposed
policies may have an impact on the affected users, but is not committing
itself to the implementation of specific policies within the budget framework
until it has carried out a full and detailed assessment of the likely impact as
and where necessary. Those decisions will in turn address further equalities,
consultation and practical matters without their outcome having been
‘predetermined’ by the approval of the budget.

Decision makers may also receive further representations, and/or choose to
undertake further consultation on specific proposals. Decision makers will,
as a result of further representations, consultation and other material
considerations, be free to approve or reject implementation of specific
matters proposed as part of the overall budget framework and it will, as a
result, be for Council to determine how to meet any budget gap that may
arise as a result of such implementation decisions.

POLICY FRAMEWORK IMPLICATIONS

134.

The Medium Term Plan and the Budget are key parts of the Policy
Framework of the Council and a Budget and Council Tax for 2012/13 must be
proposed by the Executive (Cabinet) for consideration by the Full Council
under the Constitution.
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Appendix 1

BUDGET CONSULTATION REPORT

. THE CONSULTATIONS

The Cabinet undertook a range of consultation with various stakeholder groups,
including council staff and the Trade Unions, Southampton residents and local
businesses. Consultation, which began on publication of the Cabinet’s draft budget on
14 October 2011, has continued throughout this period. Feedback from these
consultations has been used to inform development of the budget.

. STAFF AND TRADE UNIONS

In order for the council to meet its obligations as a good employer and also in order to
start the process of discharging its obligations under s.188 of the Trade Union and
Labour Relations (Consolidation) Act 1992, a detailed consultation document was
produced and released on 14 October 2011. This document included a range of
information relating to the budget proposals with implications for employees. This
document release represented the start of the consultation process.

The consultation document provided the following introduction and context for staff and
Trade Unions:

“Further information may be given and the information updated during the consultation process
to recognise that all of the information may not be fully formed at this stage as one would
expect during consultation on a proposal.

“We would hope that the proposal is set out in enough detail that it is meaningful and that
consultation can be embarked upon. If in any respect further information is required and or you
think some more information is required then we would ask you, as our consultation partners, to
explain in what way any information is inadequate so that we can address and update any
further information and proceed with our consultation.

“We hope to consult during the process with a view to reaching agreement. In particular we
need to consult with you about ways of avoiding the dismissal, reducing the numbers of
employees to be dismissed and mitigating the consequences of those dismissals.

“The reason that we have to make these proposals is as follows:

“In the context of the continuing challenging financial climate in which all Councils will receive
much less funding from central Government in each of the next three years, Southampton City
Council is forecasting that it will need to save nearly £15.24M from its revenue budgets in
2012/13 rising to a cumulative saving of £54.283M by 2014/15.

“We attach projected budget figures and savings that need to be actioned. We are keen that
you understand in full the predicament that the Council faces and how to address savings. At
an early stage we propose meeting with you and discussing any further information you might
need for meaningful and effective consultation on the reasons for the proposal. To that end, we
have already scheduled fortnightly consultation meetings with the recognised Trade Unions
throughout the consultation period.

“Whilst the council is committed to driving out inefficiencies and exploring new ways of working
to ensure it can continue to deliver front line services and minimise the impact of a reducing
budget on its staff, it is still expected that it will need to dismiss as redundant up to 147
employees in 2012/13. This is the total number of employees who may be dismissed as a



result of this proposal. In addition, it is proposed that up to 109.05 FTE vacant posts will be
deleted

“The purpose of this document is to inform and consult on the proposals to deliver £7.145M of
budget savings through staffing reductions, with a view to reaching agreement on ways of
avoiding redundancies and/or reducing the numbers to be dismissed. This document also
outlines proposed changes to the council’s Discretionary severance policy to ensure that
severance payments are affordable.”

The document also included a detailed consultation timetable as follows:

Week: | Indicative Activity: Responsibility:
Date:
0 14/10/2011 Collective consultation commences with trade | Corporate consultation
unions team and trade unions
0 14/10/2011 Collective consultation commences with staff Directors and Senior
affected by proposals Managers
1 From Individual and service specific consultation Directors and Senior
17/10/2011 meetings commence exploring: Managers
= voluntary measures
= restructure proposals
= selection methods
= selection criteria
2 From Staff within specific services or functions that Directors and Senior
24/10/2011 are proposed for deletion identified as “at risk” | Managers
and placed on redeployment register
2 28/10/2011 | Collective consultation meeting Corporate consultation
team and trade unions
4 11/11/2011 | Collective consultation meeting Corporate consultation
team and trade unions
6 | 25/11/2011 | Collective consultation meeting Corporate consultation
team and trade unions
8 | 09/12/2011 | Collective consultation meeting Corporate consultation
team and trade unions
10 | 23/12/2011 | Collective consultation meeting Corporate consultation
team and trade unions
12 | 06/01/2012 | Collective consultation meeting Corporate consultation
team and trade unions
14 | 20/01/2012 | Collective consultation meeting and End of Corporate consultation
Formal Consultation team and trade unions
15 27/01/2012 Executive Publish their Final Budget Proposals | Executive
17 06/02/12012 | Cabinet Meeting to Recommend Final Budget | Executive
Proposals
18 15/02/2012 Annual Budget Set at Full Council Full Council
18 From Dismissal hearing invitations issued (10 Directors and Senior
16/02/2012 working days notice) to staff where specific Managers
services or functions are being deleted
18 From Selection process commences for staff where a | Directors and Senior
16/02/2012 reduction in posts arises from a restructure or Managers

reduction in a “pool” of similar posts.




Week: | Indicative Activity: Responsibility:
Date:
18 From Staff where a reduction in posts arises from a Directors and Senior
16/02/2012 restructure or reduction in a “pool” of similar Managers
posts identified as “at risk” and placed on
redeployment register (for a minimum 3
months).
20 From Dismissal hearings. Directors and Senior
01/03/2012 Employees given up to 3 months notice Managers
dependent on length of service as per contract
of employment.

The consultation was extended on 9 January 2012 to end on 6 February 2012. This
extension was agreed by the Leader of the Council and the Chief Executive to allow
employees the maximum time possible to give their views and ideas before the 2012/13
budget is agreed by Full Council on 15 February.

Consultation meetings with staff and Trade Unions commenced on 14 October 2011
and will continue up until 6 February 2012. Meetings have occurred at a council-wide
level with Trade Unions, and at a directorate and service-level with affected staff and
Trade Unions. The numbers of directorate and service meetings (up until 24 January
2012) are as follows:

e Children’s Services and Learning — 20 meetings
e Health and Adult Social Care — 17 meetings

e Environment — 44 meetings

e Economic Development — 17 meetings

e Corporate Services — 28 meetings

In addition to these face-to-face meetings, each savings proposal that has a direct
impact on staff has been detailed in a consultation document and made available to
employees via the intranet (and in hard copy where required).

The budget consultation pages on the council’s intranet have been regularly updated
and include a frequently asked questions section. More than 50 enquiries from
employees have been received and dealt with directly.

Two budget consultation meetings were also held between the Trade Unions and the
Leader, Deputy Leader and Cabinet Member for Resources, Leisure & Culture to
discuss the Executives draft budget proposals. The Trade Unions put forward a range
of alternative savings proposals, each of which has been fully considered by the
Executive in drawing up their final budget proposals. In addition, the Trade Unions also
fed back an alternative proposal for changes to the Discretionary Severance Scheme
and reference to this is contained in the budget report.

3. RESIDENTS

The Cabinet’s draft budget was publicised from its publication on 14 October 2011, via
a range of council channels and also the news media. The proposals have been
available since that time on the council’'s website. The website has a feedback
mechanism that allows residents to share their views.

4. LOCAL BUSINESS



A consultation meeting for local businesses was held on 26 January 2012. The
meeting was facilitated by Business Solent, with other business representative bodies

invited. A briefing was provided by the Leader of the Council, supported by the Chief
Financial Officer.
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Appendix 2
EQUALITY IMPACT ASSESSMENTS

PURPOSE OF THE REPORT

It is a statutory requirement that the Council show how it has assessed the impact that
policies, decisions’ and procedures might have on age, disability, gender, gender
reassignment, race, religion or sexual orientation assessments — referred to as ‘protected
characteristics’.

The purpose of this report is to summarise the work undertaken in relation to impact
assessment outlining the issues and the responses and action taken by the Council.

INTRODUCTION

1. The council commenced its consultation process on 2012/13 budget proposals on 14
October 2011 and for the first time, draft impact assessments were made available
alongside the budget proposals. This included Equality Impact Assessments (EIAS),
Community Safety Impact Assessment as well as the cumulative impact of budget
proposals that were identified as requiring impact assessments. At that stage, it was
recognised that these were not complete and comprehensive assessment due to the
following reasons:

e Some assessments were still being reviewed as further work is needed

e Some proposals were dependent on reviews being completed or policy changes
and therefore the full impact can be considered only when the recommendations
are known and this is still the case for those areas where reviews have not been
started or completed.

e The cumulative impact of staffing had not been completed.

2. This year assessments have only been completed to meet statutory equality duties,
community safety requirements and additionally, the impact relating to poverty. This is
in recognition of the potential additional impact on people and families in low incomes
of the changes nationally to Welfare Reforms and the impact of the recession. In
addition, the cumulative assessments also reflect the potential impact of any relevant
national changes, particularly the Welfare Reforms.

BEST VALUE GUIDANCE

3. Best Value authorities are under a general Duty of Best Value to “make arrangements
to secure continuous improvement in the way in which its functions are exercised,
having regard to a combination of economy, efficiency and effectiveness”. Under the
Duty of Best Value therefore, authorities should consider the overall value, including
economic, environmental and social value, when reviewing service provision. As a
concept, social value is about seeking to maximise the additional benefit that can be
created by procuring or commissioning goods and services, above and beyond the
benefit of merely the goods and services themselves.

4. The original deadline for the end of the consultation period (which started on 14
October 2011) was 20th January 2012. However, this deadline was extended to 6



February 2012 in order to allow as much time as possible for the unions and staff to
provide feedback on their budget proposals before the budget is finally agreed at the
Full Council meeting on the 15 February 2012.

LEGAL FRAMEWORK - EQUALITIES

5.

9.

The Council has a duty under the Equality Act 2010 (in force from 1 October 2010) not
to discriminate against any person on the basis of a protected characteristic (such as
disability). This includes discrimination by way of less favourable treatment (direct
discrimination) or by introducing a rule, policy or practice that applies to everyone but
particularly disadvantages people who have a protected characteristic (indirect
discrimination). Direct discrimination will always be unlawful. Indirect discrimination
will not be unlawful if it can be justified, (i.e. it can be shown that the rule, policy or
practice was intended to meet a legitimate objective in a fair, balanced and reasonable
way).

In considering whether or not any indirect discrimination is justified, the council must
consider whether or not there is any other way to meet their objective that is not
discriminatory or is less likely to disadvantage those with protected characteristics.
This may well mean setting out clearly whether or not consideration has been given to
other ways of achieving these savings, (such as raising charges across the board or
cutting other services).

The Council must show that it has 'had regard' to the impact of its decision on its
equality duties and the need to advance equality of opportunity between people who
have protected characteristics and those who do not.

The Equality Duty is a duty on public bodies and came into force on 5 April 2011.
There have been revisions recently and further guidance is expected. The Equality
Duty is a duty on public bodies and others carrying out public functions. It ensures that
public bodies consider the needs of all individuals in their day to day work in shaping
policy, in delivering services, and in relation to their own employees. The Equality Duty
is set out in section 149 of the Act.

The new Equality Duty replaces the three previous public sector equality duties, for
race, disability and gender. The new Equality Duty covers the following protected
characteristics:

ii) Age

iii) Disability

iv) Gender reassignment

V) Pregnancy and maternity

vi) Race — this includes ethnic or national origins, colour or nationality

vii)  Religion or Belief — this includes lack of belief

viii)  Sex

iX) Sexual orientation

It also applies to marriage and civil partnership, but only in respect of the requirement
to have due regard to the need to eliminate discrimination.

LEGAL FRAMEWORK - COMMUNITY SAFETY



10. Community Safety is a broad term which refers to the protection of local communities

11

12.

from the threat and consequence of criminal and anti-social behaviour by achieving
reductions in relation to both crime and the fear of crime. Community Safety
encompasses anti-social behaviour and disorder, (including behaviour adversely
affecting the local environment), and the misuse of drugs, alcohol and other
substances.

.A legal responsibility, Section 17 of the Crime and Disorder Act 1998, as amended by

the Police and Justice Act 2006, requires responsible authorities to consider crime and
disorder (including antisocial behaviour and other behaviour adversely affecting the
local environment); and the misuse of drugs, alcohol and other substances in the
exercise of all their duties, activities and decision-making. This means that in all
policies, strategies and service delivery there is a need to consider the likely impact on
crime and disorder. This responsibility affects all employees of the council.

The Home Office issued guidance that describes the legal responsibility as:

‘a general duty on each local authority to take account of the community safety
dimension in all of its work. All policies, strategies, plans and budgets will need to be
considered from the standpoint of their potential contribution to the reduction of crime
and disorder’.

INFORMED DECISION MAKING AND POLICY DEVELOPMENT

13.The new Equality Duty supports good decision-making — it encourages public bodies to

understand how different people will be affected by their activities so that policies and
services are appropriate and accessible to all and meet different people’s needs. By
understanding the effect of their activities on different people, and how inclusive public
services can support and open up people’s opportunities, public bodies are better
placed to deliver policies and services that are efficient and effective. The Equality
Duty therefore helps public bodies to deliver the Government’s overall objectives for
public services. The new Equality Duty is designed to reduce bureaucracy while
ensuring public bodies play their part in making society fairer by tackling discrimination
and providing equality of opportunity for all.

14.The Equality Duty has three aims the first of which is the requirement for public bodies

to have due regard to the need to eliminate unlawful discrimination, harassment,
victimisation and any other conduct prohibited by the Act. Having due regard means
consciously thinking about the three aims of the Equality Duty as part of the process of
decision-making. This means that consideration of equality issues must influence the
decisions reached by public bodies — such as in how they act as employers; how they
develop, evaluate and review policy; how they design, deliver and evaluate services,
and how they commission and procure from others.

EVIDENCING DECISION MAKING

15.While the Equality Duty does not impose a legal requirement to conduct an EIA, it does

require public bodies to show how they considered the Equality Duty and that they
have been consciously thinking about the aims of the Equality Duty as part of the
process of decision-making. That will entail understanding the potential effects of the
organisation’s activities on different people and a record of how decisions were
reached. Producing EIA after a decision has been reached will not achieve compliance
with the Equality Duty.



As we need to have a consistent council wide mechanism to evidence how decisions
were reached and that they did take into account equality and safety considerations,
the council’s existing Impact Assessment framework has been used.

16.The summary of the key potential cumulative impacts and the mitigating actions to be
considered by the council are available in Members’ Rooms. In addition, Senior
Managers have completed individual ElAs for those proposals that they identified as
requiring such an assessment.

IMPACT ON EMPLOYEES

17.The main impacts on employees to be consider relate to:

e Policy changes

e Impact of reductions in budget that may require changes to structures and/ or
individual and team responsibilities and work programmes

18.The main policy changes relate to the proposed changes to Terms and Conditions
identified in the budget proposals in February 2011. An EIA was completed for this at
that time and is available on request. An EIA in respect of the final proposals for
changes to the discretionary redundancy scheme is being prepared and will be made
available to Members prior to Council on 15 February 2012.



SUMMARY OF CUMULATIVE IMPACT ASSESSMENTS AND MITIGATING ACTIONS

TO BE CONSIDERED — BUDGET PROPOSALS 2012/13

CONTEXT

1. In order to give the right perspective to the budget proposals, the draft EIAs and
Cumulative Impact Assessments need to be considered in light of the available
information on the City’s profile, service user and non-user information and staffing
profiles as well as the proportion of the council’s budget that is currently spent on
targeted groups or communities. The detailed Cumulative Impact Assessment and
individual assessments for identified budget proposals are available on request.

2. Council Spend

Council Budget 2011/12

Portfolio Bl;:dw?et .:./:,;‘ fl
Adult Social Care & Health 96.3 22
Children’s Services 92.9 21
Environment & Transport 69.3 16
Housing 5.2
Leader’s Portfolio 13.4 3
Leisure, Culture and Heritage 17.3
Resources and Workforce Planning 121.9 28
Local Services and Community Safety 16.7 5
Total 433.0 100
DSG - Schools 124.7
3. City Profile

a) The Population Profile of the City:

Total Population: 239,700

Residents with an ethnic origin other than White British: 27,600 (11.5%). The most
recent estimates provided by ONS (2007) indicate that Southampton’s non-white
population accounts for almost 12% of the population or 27,600 residents. The
largest proportion of this non-white population comes from the Asian or Asian
British ethnic group (5%).

Students: 43,425 (18.1%)

14,900 (6.2%) of residents living in the City’s top 5 priority areas (LSOAs in the
IMD 2010)

Children under 16: 38,300 (16%)

Working age population aged 16-64: 170,200 (71%)
People aged over 60: 41,900 (17.4%)

People aged over 70: 22,800 (9.5%)



b)

Poverty

Unemployment and Claimants

5,359 or 3.1% of Southampton’s working age resident population were unemployed
and claiming Job Seekers Allowance in July 2011, representing a small reduction on
the previous month. Overall, just over 20,000 residents aged 16-64 are claiming key
out-of-work benefits. At 12% of the total, this is notably higher than across the South
East as a whole and close to the average for Great Britain.

Child Poverty
Key points on child poverty are:

e Southampton has second highest rate of child poverty in South East region - only
Hastings is higher at 28.8%.

e A recent report by Save the Children estimated around 6,000 children in the city
were living in severe poverty.

e Workless Households: 80% of children in poverty in the city are in households
claiming Jobseekers Allowance/Income Support.

e Lone Parent Families: 73.5% of children in poverty in the city are in lone parent
households.

CUMULATIVE IMPACT OF THE BUDGET PROPOSALS ON KEY GROUPS

4.
a)

c)

Older People

The main impact would be a potential increase in social isolation, reduced financial
flexibility due to increase in costs of services and reduced access to early intervention
services. The potential increased social isolation could also have health and cost
implications for the City Council, Health and other public sector organisations. The
cumulative impact of these proposals needs to be considered alongside other factors
that may impact on older people in Southampton. These include:

e The national reduction in winter fuel payments

e Southampton City Council budget saving proposals relating to disabled people
and sex.

e National changes to the cost and provision of social care that are currently being
considered.

e Budget reductions being considered by partner agencies, particularly Health &
Police.

e Capacity of the voluntary sector to continue existing levels of support/services to
older people.

Charges for Health and Adult Social Care services will continue to be individually
assessed and based on ability to pay. Income maximisation support will continue to be
offered as part of the financial assessment. Charging will continue to be applied
equitably in line with Fair Access to Care Services guidance. Separate impact
assessments will be undertaken for each specific recommendation before a change to
council policy is introduced. No individual assessed as requiring a service will be
refused social care support because of an inability to pay.

Measures to mitigate the potential impact of the budget proposals include:

e Ensure the Big Society work is focused on engaging older people in their
communities.



d)

b)

c)

e The move towards greater personalisation provides an opportunity for many of the
social care services affected to be re-provided in other ways. This better targeting
of provision may require market development support to ensure provision is
available.

e Ensure older people are consulted as part of service changes and supported and
signposted to alternative provision available.

e Those with complex needs who also fall into other groups, for example disabled
older people, should be considered carefully as part of any service reduction.

e Health and Adult Social Care services will continue to be provided to those who
are assessed with a need for services in line with Fair Access to Care Services
guidance. Support will be provided to those people receiving Self Directed Support
to ensure they can access the services that they require. There is a need to
undertake appropriate planning to ensure there are alternative services available.

Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Integrated Joint Commissioning; Provider Services (Adults); Skills,
Economy and Housing Renewal; Community Safety and Neighbourhood Services;
Planning, Transport and Sustainability and Education and Joint Commissioning.

Young People

A number of proposals identified in the table impact on early years provision across the
city, including he impact on support, advice offered to vulnerable families through the
Children Centres. This is at a time when birth rates are increasing in the city (since
2006/07 to 2010/11 there has been an increase of 605 total live births in the city). The
proposed reductions to ASB activities and Housing Development Services and bus
subsidies could impact on young people and families through early preventative action
on ASB and access to affordable housing. In addition, the proposal to charge event
organisers in parks could reduce the number of events held. This is likely to have the
greatest impact on young people and families from the most deprived areas of the city
due to their greater need for accessible and affordable activities in their locality.

The cumulative impact of these proposals needs to be considered alongside other
factors that may impact on young people in Southampton including:
¢ National changes to public services and welfare benefits

e Southampton City Council budget saving proposals relating to race and ethnicity,
disabled people and gender.

e Budget proposals of partner organisations in Southampton. These include

e Police —a) Cuts to preventative strategies / activities and b) lack of recruitment
opportunities for those who might wish to join the Police Force.

e Fire Service - a) Cuts to preventative strategies / activities

e Further Education - Impact of EMA being withdrawn may affect numbers of
students staying on at college. This may affect the reductions being seen in the
numbers of NEETSs.

e Higher Education - The big unknown is the impact of the increased tuition fees
from Sept 2012, this could lead to significant numbers of English students leaving
the UK to study in Europe.

Measures to mitigate the potential effects of the proposals include:

e Extra commissioning and voluntary sector funding.



d)

e Ensure Big Society work is focused on engaging younger people in their
communities.

o Better targeting of provision.
e Signposting to alternative services available.
e Relative protection of funding to safeguard children and young people.

Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Education and Joint Commissioning; Children’s Safeguarding;
Community Safety and Neighbourhood Services; Planning, Transport and
Sustainability; Integrated Joint Commissioning and Skills, Economy and Housing
Renewal.

Disability

A number of the proposals identified impact on the ability of disabled people to access
services and in some cases, to the standards they have received to date. This
includes impact through changes to current service eligibility criteria, service
reductions, less responsive to meeting the specific needs of disabled people (e.g.
potential reduction in the percentage/ number of new affordable properties developed
that are suitable for those with a disability), reduced attendance at activities due to
reduced awareness, and an increase in demand for acute services in the longer term.

The costs to disabled people accessing social care is likely to increase as a result of a
number of measures including the potential changes in price of contracted Day Care
services, altering the charging policy for clients in residential and non residential care,
and changes in the charging policy relating to day domiciliary and extra care schemes.
The costs of mobility and travel are also likely to increase through increased charges
through the Blue Badge Scheme.

When considering these proposals collectively it could represent a significant negative
impact for disabled people, particularly for those who will have to face an increase in
costs. It could lead to some disabled people to have reduced access to services which
could be seen as early intervention or prevention and this may result in increased
demand for acute services in the longer term. Disabled people could also become
more isolated, having to withdraw from community involvement, engagement and
activity due to access, mobility and cost issues. The financial impact on disabled
people who are dependent on benefits, or are on low incomes needs further
consideration when the local impact of the Welfare Reforms is better understood.

The savings proposals also have some potential to affect other council activities and
funding. For example, the financial impact on some disabled people may result in
problems with rent arrears or a reduction in their disposable income available to
contribute to care packages. This may mean there could be a need to factor a
percentage reduction of loss of income in to another part of the council’s business.

The potential increased social isolation could also have health and cost implications for
the City Council and other public sector organisations.

The cumulative impact of these proposals needs to be considered alongside other
factors, particularly poverty and age, that may impact on disabled people in
Southampton. These include:

e Welfare Reforms - Introduction of the Personal Independence Payment, reform of
Incapacity Benefits and Disability Living Allowance and reductions in care and
mobility support will impact on disabled people.



In the City, of the 3,000 Incapacity Benefit Claimants found fit for work, it is
possible that 900 may no longer be eligible for any benefits under these changes
and this figure could be as high as 1,500 as a result of the combined effect of all
the changes. Disability Living Allowance changes will impact on claimants’ access
to other means tested benefits, access to additional support, entitlement to
Independent Living Fund (a vital funding stream for Independent Support Living)
and potentially increased demand for Personal Budgets.

e Budget reductions being considered by Health agencies in the City.

e Capacity of the Voluntary Sector to maintain the level of support they currently
provide to disabled people.

f) Measures to mitigate the potential impact of the budget proposals include:

e The move towards greater personalisation provides an opportunity for many of the
social care services affected to be provided in other ways. This better targeting of
provision may require market development support to ensure provision is
available.

e Health and Adult Social Care services will continue to be provided to those who
are assessed with a need for services in line with Fair Access to Care Services
guidance. Support will be provided to those people receiving Self Directed Support
to ensure they can access the services that they require. There is a need to
undertake appropriate planning to ensure there are alternative services available.

e Charges for Health and Adult Social Care services will continue to be individually
assessed and based on ability to pay. Income maximisation support will continue
to be offered as part of the financial assessment. Charging will continue to be
applied equitably in line with Fair Access to Care Services guidance. Separate
impact assessments will be undertaken for each specific recommendation before
a change to council policy is introduced. No individual assessed as requiring a
service will be refused social care support because of an inability to pay.

¢ Introduction of a revamped Child Development Service as a basis for a potential
‘cradle to grave’ approach to support for disabled people and their families.

e Work with disabled customers to assess the potential impact on individuals and
explore mitigation in light of the council’s financial challenges.

e Publicity to explain the rationale behind the proposals.

g) Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Provider Services (Adults); Personalisation and Safeguarding;
Integrated Joint Commissioning; Children’s Safeguarding; Education and Joint
Commissioning; Planning, Transport and Sustainability.

7. Race, Religion or Belief

a) The proposals do not seem to have a disproportionate direct impact on Black and
Minority Ethnic groups but it is possible that the take up these services is proportionally
higher from BME groups than the general population. Therefore, it is important to be
satisfied with evidence that there is no indirect discrimination in the following areas:

e Deletion of Linguistic and Cultural Adviser capacity (particularly in light of the
recent changes to the Community Languages Service).

e Reducing access to information for service users in the Central Children’s Centre.



The cumulative impact of these proposals needs to be considered alongside other
factors outlined in the assessments, particularly poverty and age (Children and
Young People) and in particular:

Welfare Reforms
Budget reductions being considered by other agencies in the City.

b) Measures to mitigate the potential impact of the budget proposals include:

Deletion of Linguistic and Cultural Adviser capacity — consider training and support
to others so that they can respond better to linguistic and cultural needs of a
diverse population in the City.

Work with BME customers, communities and groups to assess the potential
impact on individuals and explore mitigation in light of the council’s financial
challenges.

Target publicity and ensure this is done using appropriate channels and
languages to explain the rationale behind the proposals.

c) Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Education and Joint Commissioning and Integrated Joint
Commissioning.

8. Sex

a) There are limited direct cumulative impacts of service reduction on the women of
Southampton as proposals are more individual in their nature. Possible cumulative
impacts include:

Older women: A large proportion of the proposed health cuts and increase in
charges are likely to impact on the elderly population. The higher proportion of
older women than men in later years is reflected by the fact that adult social care
female clients over 65 significantly outnumber the number of men. Therefore, the
majority of cuts and additional charges being proposed to services such as day
care and residential care are likely to have a greater impact on elderly women
than men. Women accessing mental health services can be particularly
vulnerable in mixed settings.

Supporting families: There are also some services that are more likely to be
accessed by women than men because of their continued traditional position as
primary carers for children. These include proposals relating to children’s
disability services and early years services that may potentially have a greater
negative impact on women through their access to these services.

Safety: The proposals to reduce discretionary spend on community safety may
have a greater impact on the safety of women, and their fear of crime.

b) The cumulative impact of these proposals needs to be considered alongside other
factors that may impact on women in Southampton. These include:

National changes to Welfare Reforms — A potential adverse impact on women has
been identified as a result of subsuming a wide range of benefits into Universal
Credit payments. Payment will be paid in full (except in exceptional cases) to one
member of a couple, including money for children and childcare costs. This may
result in money being transferred from women to men.

Any budget reduction by partner agencies.
Capacity of the Voluntary Sector to provide continued support and service.
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c) Measures to mitigate the potential impact of the budget proposals include:

e Children’s Services and Learning will continue to provide services to those who
are assessed with a need in line with the Eligibility criteria.

e Health and Adult Social Care services will continue to be provided to those who
are assessed with a need for services in line with Fair Access to Care Services
guidance. Support will be provided to those people receiving Self Directed
Support to ensure they can access the services that they require. There is a need
to undertake appropriate planning to ensure there are alternative services
available.

e Charges for Health and Adult Social Care services will continue to be individually
assessed and based on ability to pay. Income maximisation support will continue
to be offered as part of the financial assessment. Charging will continue to be
applied equitably in line with Fair Access to Care Services guidance. Separate
impact assessments will be undertaken for each specific recommendation before
a change to council policy is introduced. No individual assessed as requiring a
service will be refused social care support because of an inability to pay.

e Charges are not applicable to statutory services in respect of children and young
people.

e Raise key issues for women, especially later years, at Safe City Partnership,
Children and Young People’s Trust and Health and Well Being Board, when this
has been established. The continued arrangement for an older people’s
champion will maintain the profile of Older People’s needs.

d) Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Personalisation and Safeguarding; Integrated Joint
Commissioning; Education and Joint Commissioning; Planning, Transport and
Sustainability; Community Safety and Neighbourhood Services.

9. Sexual Orientation, Gender Reassignment, Marriage & Civil Partnership and
Pregnancy & Maternity

a) ltis difficult to assess at this stage whether any of the proposals will have a
disproportionate negative impact on people with these personal backgrounds.
Individual services will need to consider any particular effects on both users and non-
users of their services by involving them directly.

b) The cumulative impact of these proposals needs to be considered alongside other
factors which include:
e National changes to public services and Welfare Reforms

e Southampton City Council budget saving proposals relating to race and ethnicity,
disabled people and gender.

e Budget proposals of partner organisations in Southampton. These include
Hampshire Constabulary, Southampton PCT, the Probation Service, Job Centre
Plus, and schools.

c) Individual Senior Managers will consider whether proposals in their service areas may
have an impact on people with these personal backgrounds.

10. Community Safety

a) The budget proposals may impact on the following aspects related to community
safety:

11



b)

e The City’s image
e Reduced support from the Supporting People programme for homeless people

who may have high levels of alcohol and drug issues, a history of criminal
behaviour and include ex-offenders.

Safety of individuals as a result of changes to the charging policy (reduction in Day
Care services may result in an increase in adult safeguarding issues); reduced
prevention services from the integrated Youth Offending service within the City Council;
safety of children impact on Tier 3 safeguarding (impact on Advisory groups); a
negative impact on Southampton’s high levels of home accidents as a result of the
proposals to reduce safety advice and home safety equipment and reduced support for
vulnerable clients, especially homeless people.

Increase in crime incidents, especially anti-social behaviour:

e Reduced diversion activities for young people will directly impact on school
attendance, and the prevention of anti-social behaviour and prevention of youth
offending.

e Reduced support for vulnerable adults with longer-term support needs may result
in increased offending.

e Reduction in discretionary community safety activity may increase crime levels
due to reduced partnership support, reduced crime prevention operations and
impact on service improvements due to reduced project development.

e Empty properties can blight neighbourhoods and be a source of ASB for
neighbours and the wider community.

e Reduction in discretionary community safety activity includes less public
reassurance activities and campaigns that could result in less reduction in the fear
of crime and public perception of safety.

Proposals relating to parks maintenance and usage for events could reduce
opportunities for social interaction and increase isolation. Lower levels of
environmental cleanliness have been demonstrated to clearly link to heightened levels
of crime and ASB (the “broken windows” theory); reduce responses to clean up graffiti.

Reduced community cohesion and increased hate crime could result where cleansing
standards are reduced especially in city centre and priority areas identified in the
Indices of Multiple Deprivation (IMD) 2010. Proposals relating to parks maintenance
particularly the reduction in daily attention and proactive approach to street cleansing in
areas of cultural diversity such as Newtown and Nicholstown could impact on the ability
to take preventative action to reduce social tensions and assist community cohesion. A
reduced frequency of service and lower levels of environmental cleanliness could work
adversely with other negative social and economic trends to heighten community
tensions. The loss of management capacity will reduce the ability to monitor and
manage community tensions and tackle hate crime and harassment. This will be
further affected by the proposed withdrawal of an equality officer, reduced community
engagement work, NTE support reductions and grants to voluntary organisations which
could result in reduced awareness of any tensions building.

The groups most affected by these proposals are likely to be younger people and
families and older people and the areas within the city that are likely to be impacted the
most will be:

e All priority areas as they have high levels of under 16s and children in poverty

e Priority areas of Millbrook and Redbridge, as they experience the highest crime
levels especially domestic violence and ASB

12



9)

h)

11

b)

e The City’s housing estates as they have greater numbers of people who are either
vulnerable and/or live in and have a high reliance on public services.

Other factors to consider include:

e Assessments for poverty, race and young people

e Reductions planned by Hampshire Constabulary who are working towards 14%
cuts by closing customer contact points, reducing preventative activity and
concentrating on a reactive core business.

e Southampton’s strong multi-agency approach has seen the overall crime levels
falling year on year although our relative comparative position to other similar
areas needs further improvement.

e The Safe City Plan 2011/12 priorities are:

i) reducing violent crime

ii) reducing dwelling burglary

iii) increasing the involvement of individuals and communities to improve
safety in their neighbourhoods and improve public perception of safety

Measures to mitigate the potential impact of the budget proposals include:

e Prioritising services to support people and locations at greatest risk of crime and
harm.

e Targeting and signposting of services where most in need.

¢ Providing clear and early information and guidance especially around friends,
events and groups to encourage the development of the Big Society.

e Continuing and increasing multi-agency and partnership working, particularly in
prevention services.

e Policies that ensure the most vulnerable continue to receive the required level of
support.

Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Community Safety and Neighbourhood Services, Integrated Joint
Commissioning; Education and Joint Commissioning; Personalisation and
Safeguarding; Customer and Business Improvement. This will be followed by
discussions with key members of the Safe City Partnership to agree a way forward for
the City.

.Poverty

The main impacts to consider are:

¢ Increased costs to the most vulnerable people on low incomes

e Reduced standards of services and higher thresholds making it difficult for some
people to access services

A number of the budget proposals will add service charges, increased costs or change
the threshold for eligibility resulting in residents on low income with unable to pay or
access services. Additional costs or loss of services will hit those receiving benefits
harder at the same time as they change to universal credit which may mean their
payments are reduced. As a consequence their ability to manage their money and
demand for advice services will be increased.

Proposals for reductions in the Supporting People programme will mean there is less of
a focus on education, training and employment for homeless people.

13



d)

Reduced support and advice to those on mental health patients on lower incomes
would see a reduction in advocacy support and signposting potentially leading to
longer-term problems for individuals and increased services costs in the future.

There is a risk that clients may choose to reduce the level of services they purchase if
the charges increase. This may result in an increase in adult safeguarding issues and
increased referrals in the future when costs of providing a service may be greater.
Reduced support for vulnerable clients, especially where they are homeless, could
result in this vulnerable group with complex needs having increased safeguarding
issues in the future.

Due to the needs and make up of residents and the environment, a large number of the
proposals may adversely impact in the priority (IMD 2010) areas of the city. Areas of
higher levels of social deprivation often need higher resource inputs to achieve the
same standards across the city. Lower levels of environmental cleanliness have been
demonstrated to clearly link to heightened levels of crime and ASB. Reductions to
youth offending team and community safety team could further reduce prevention and
cohesion work impacting on levels of reassurance and overall crime rates.

Reductions proposed to early years, careers advice to schools and non-statutory play
and youth services may serve to negatively impact on the future job opportunities and
aspirations of young people in the priority areas where employment and income levels
are already low.

Disabled residents and their carers, and those that find it hard to get out and about may
find it increasing difficult to find affordable access to public services. Reduced spend
on child disability placements may add to the pressure on carers to cope both
financially and mentally, especially alongside the welfare reforms already affecting
them.

Proposals to reduce services such as housing development functions and reduction in
cleanliness may have a negative impact on the perception of the city as a place to
invest and live in.

12.0Other factors to consider

a)

b)

This assessment needs to be considered alongside the cumulative impacts for
community safety, race, disability and young people as well as the recommendations
relating to a commissioning model for grants to voluntary organisations.

These proposals will significantly impact on the ability of the most vulnerable and lower
income people and families, a high proportion of which live in the most deprived areas
of the city, to access services through charges or higher thresholds of eligibility. A
reduced standard of service will have a greater impact on the environment, safety and
opportunities in the priority areas, where greater resources are needed to reach service
delivery standards. Ultimately this may have a wider impact on the mental health and
wellbeing of residents in the priority areas and add pressure on other service providers
such as health and the police.

These proposals should also consider the longer term impacts of the welfare benefit
changes. In particular, the switch to Universal Credit by 2013 will have a marked
impact on disabled people, larger families, lone parents and singles under 35. The
above proposals also relate to the Southampton Connect priority project, ‘Gateway to a
better future’ led by Job Centre Plus which aims to assess and mitigate the impact of
welfare benefit changes through a coordinated city-wide response.
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Measures to mitigate the potential impact of the budget proposals include:

Developing policies so that access to social care services is not restricted
because of an inability to pay.

Offering reduced charges for benefit claimants.
Clearer guidance and signposting to alternative funding, providers and service.

Developing partnership, multi-agency working and targeted services in priority
(IMD 2010) areas.

Encouraging the development of the Big Society initiatives in communities.

Developing strategies and plans that ensure that prioritise support for the needs of
the most vulnerable children, people and families with the most complex needs.

e) Following approval of the budget, mitigating measures will be considered and actions
will be agreed by the relevant Senior Managers or their nominated representatives:
Senior Managers for Community Safety and Neighbourhood Services, Integrated Joint
Commissioning; Education and Joint Commissioning; Skills, Economy and Housing
Renewal; Customer and Business Improvement. This will be followed by discussions
with key members of the Southampton Connect (particularly the priority project being
led by Job Centre Plus) and voluntary organisations to agree a way forward for the
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Agenda ltem 5
ASEERNR 3

GENERAL FUND 2011/12 - REVISED BUDGET

Working Revised

Budget Budget Variance
£000's £000's £000's
Portfolio Total 221,973 221,973 0
Levies & Contributions
Southern Seas Fisheries Levy 49 46 3F
Flood Defence Levy 45 43 1F
Coroners Service 500 565 65 A
593 654 61 A
Capital Asset Management
Capital Financing Charges 13,327 11,766 1,561 F
Capital Asset Management Account (24,541) (24,541) 0
(11,215) (12,776) 1,561 F
Other Expenditure & Income
Direct Revenue Financing of Capital 1,553 1,553 0
Net Housing Benefit Payments (882) (1,000) 118 F
Revenue Development Fund 1,190 1,090 100 F
Non-Specific Govt. Grants (19,056) (19,056) 0
Corporate Savings (1,786) 0 1,786 A
Exceptional ltems 0 (2,802) 2,802 F
Contributions to Capital DRF Funding 0 1,045 1,045 A
Contribution to Interest Equalisation Reserve 0 563 563 A
Council Tax Freeze Grant (2,066) (2,066) 0
Open Spaces and HRA 536 536 0
Risk Fund (Net of Portfolio Forecast Over Spend) 1,915 3,017 1,102 A
Contingencies 0 0 0
(Surplus) / Deficit on Trading Areas (125) (242) 117 F
(18,720) (17,361) 1,359 A
NET GF SPENDING 192,631 192,490 141 F
Draw from Balances:
To fund the Capital Programme (1,553) (1,553) 0
Addition to Balances (General) 1,711 1,852 141 F
Draw from Strategic Reserve (OD Reserve)) (2,104) (2,104) 0
(1,946) (1,805) 141 F

BUDGET REQUIREMENT 190,685 190,685 OF
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Appendix 5

S XIAN3ddV

06°202 G8'c0l G0'66 [eloL
00vi 0L'9 06°L S92IN0say
L LL I8 00°E 8NN g ainsieT
006!} 096 0566 Ol|ojlI0d S,JopeaT]
0002 0091 00'v BuisnoH
agey K] ¥¥'92 Jodsuel | ¥ JuUsWUOoJIAUT
(NAVA®| 0S9'6¢ WAV Buluiesa ¥ s821AI8S SUBIP|IYD
£Y'8¢ €6°L1 0502 YljeaH % aJe |e1oos ynpy
314 314 314
|elol JueoeA) MSIY WY oljojlod
HNIJAVLS NO STVSOdOdd 40 LOVdINI
(evs‘et) (298°2) (092) (ozz‘6) |elol
(G6S°1) (229) 0 (826) $90IN0say
(98%) (¥9) 0 (2ev) ain)n) @ ainsie
(291°1) (¥9G) (G9) (ev9) 01|0J1i0d S,JepesT]
(060°1) (259) (0L1) (82¢) BuisnoH
(¥86°}) (G6) (G62) (¥6G°}) uodsuel] B JUSWUOJIAUT
(SLe'e) 0 0 (SLee) Buiusea @ s2IAI8S SUBIP|IYD
(0ge'e) (0z6) (00¢g) (0g0‘e) yljeeH % 8JeQ [eloos jnpy
$,0003 S,0003 $,0003 $,0003
suol}onNpay
|elol 90IAI9S awoouj saloualoly3 oljojliod
€1/2102

J0IAH3S ANV JWOINI TVNOILIAAV ‘S3ION3I0I443 40 AHVININNS



Aeswey
alueydalg

Keswey
alueydalg

Jlojuaig
auep

yluws
-Ssauin4 0G¢e 00}
Auuag

Aoswey

oueydog 00+ 00E

auluaep

0180 052

Jojuaig
auep

Jabeuepy
Joluag  Juedep ysiy v

qs XIAN3ddV

(001)

(012)

(081)

(0¥2)

(001)

$,0003

SLvi0Z vL/ELOC €1/2L0C

(09)

(09)

(001)

(012)

(081)

(0¥2)

(001)

$.0003

(09)

(09)

(001)

(0g1)

(081)

(091)

$,0003

-a1en Aeq paloeiiuod

J0 1S0D 8y} Ul UOIONPaI %G B 0} eS| |IM Sy} pajedionue si

1 ‘Moddng pajoaliqg J|os Jo dn axye) Buiseaoul pue AlAlloe aies) 0]
$S900Y JIe 108|384 0} paloeljuod ale) Aeq jo Ajjuenb jo mainal v

"€1/2102 uiyum Aousiolye

%€ B ayew 0} palinbai aq |Im siapiroid palos|es uolppe

ul "Z1/1 10g Buunp paynuspl usaq aAey suonesiuebio Areunjoa
pue yyeaH yum sloeljuod o} Buiiejas sBuines Joujw snouep

"puoheq pue g|/110g Ul ndal [|Im | /0 1L0Z Ul PaASIYOE
Buines ayi 1eyl paledionue si 1 Buiobuo si maiaal SIyl IS|IUM

‘2 L/1 102 Buunp paonpuod Buiaq si 186pnq Buiurel; ayl Jo mainal

‘paliluSpI Usa(Q dABY aInjonJs Juswabeuew

BY} UIYylM S310UBIdIe S1eI0}0alIp oMm] Jaylabol Buibuug ybnosy
"1 102 JoquIBAON Ul pajuawajdwi Sem yaiym jo aseyd 1siiy 8y}
‘s,¥d pue lJuswabeueyy Bunosye ainjoniisal ay) Jo 8ousnbasuoo
B SB 9]RI0}08lIQ Sal|lWE] B SaluUNWWo) ayl uiyim sbuines

"S910UBI01Y0
yels wes) Bujuoissiwwod) uior -puads BuluoISSIWWO-0101W
a1en Ayunwwon pue sjoesuod ul sbuines Aousioiyd Jan0d 0]

'2102/6/1 10} 818|dwod 8q ||Im

Japurewsal syl Is|iym Z1.0g/p/ | 10} 818|dWod 8q ||IM SWOS YdIym 40
‘swea} [eiaAas BuliNioniisal SaAj0AUl SIY] “epuabe uonesijeuosiad
198w 0} s82IA8s Buipsenbajes pue Juswssasse Buljjopoway

‘}Insai 1ey} sbuiaes aseys

|Ilm @m 1eyl si uonisod 1saq sy} pue suoijesiueblio Jjauped SHN
uo juapuadap si Buines Auy “AlIAIIOE JUBID JO 8040 JBBA ¢ B Jaye
%2 PUB (0 U9OM]}aq SAES ||Im SIY} pajedionue S| I JUsWaAaIyoe
[BIOUBUL JO SWIB) U| "S]U8I0 JO Spaau aJed wua) Buo| ayy

2onpal |m 108/oid BWOH 01 418S0|D a1e) 8y} jeyl pajedionue si

sanssj / 1oeduw

S82IAIBS 8JBD
Aeq paioeuod Jo aoud ayl mainay

SeIoUBIoIT 10BHU0D

"19bpnq
Buiures) a1eQ [B100S INPY dUY}
woJj panaiyoe saiouaiole buiobuQ

ainonisey luswabeuepy

Salllioyine Jayjo yum

/10d0S/34e) [BI00S S)npy pue
s,ualpliyo yum Buijjepowal aoi1AI8s
pue Buluoissiwwod pajeibajuiuiorn

20IAI8S Juswabeuew
aJ1ed Jo ainjonJsal pue ubisepay

‘uonesijendsoy aJinbal

asImIaylo pjnom oym ajdoad o}
uoddns sisuo apinoid 0] (8woH 01
18s0|D aJen) ‘uoisinoid a1ed |e100s
pue yjesy aaisusyaidwod e dn 185

S]oBIU0D
Arejunjop spiepuels
¥ BuluoIssIwwoD

01]0jlI0d SS0IOY

wswdojanaq
pue Buiuies
8Je) [el00S 1INPY

Mmalney
[euonesiuebiQ

01|0JLI0d SS0I0Y

wswabeue|y
aJen snoLep

SERITVEIS
ase) Aujgesig unpy

S30ULIoNIT - UIEaH 3 918D [e190S NPy

wsay| jo uonduosaqg

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

Kuanoy 9910198

L HOSY

9 HOSY

G HOSY

¥ HOSV

€ HOSY

¢ HOSY

I HOSV

JoH
oljojiod



g6el  00v (ozze) (ozze) (oeoe)
Aeswey . . ‘
oeydalg (00t't)  (00Lt) (001}
ynws
-ssauin4 (09) (09) (09)
Auuag
aunuseA :
089 €62 (09) (09) (09)
Jouaig
ougp (09) (09) (09)
S,0003 S.0003 S.0003
Jabeuepy
loluss  jJuedeA SIHIV SL/VIOZ PL/ELOZ €1L/21L0Z

qs XIAN3ddV

SETRIETRIITE]

10B1U0D YybBnouy) passiyoe aq [|im siyL "ainypuadxe ajdoad
Bunuoddns ui 9| | J0 uoionpal e sjuasaidal SIy| "S8IoUBIOIS

ul Buynsal swweiboid sidoad Buioddns ul suoionpal axeuspun

"Butobuo si g1/ 10z Ul
MI0M JO 89a1d JJ0 U0 SIy} 40} payiuapl Buipuny ayl JoABMoY ‘2102
yosep\ o1 Joud pasijeul 8q ||Im WalsAS UOIBI0||yY 82IN0SaYy day |

‘papinoid a1ed 1o} pied aJe sialddns ainsus jey] sasseo04d poddns

0] pepasu JJBlS SAIRISIUILIPE 10} Juswalinbal syl 8onpal [IM d2d

1apinoid panosdde

Ajjeuoneu e wouy abpeq aseyoind 0] Juswalinbal sy} 0} anp

uasll 8ABY S1S00 8say | "DDS AQ paLIndul S}S0D 8y} JO ||e J8A0D Jou
[I1S se0op g3 wody 013 03 abseyd uiwpe abpeg an|g ay} Jo asealoul
Aressadau ay] awayos ay) 0] sabueyd [euoljeu o0} asuodsal

U] "paysijowap ale sbuiping ay; asuo Ajuesyiubis aonpal [Im
UaABYSNYAM pue ume yauig Buiiosiold yum pareioosse sisod ay |

sanssj / 1oeduw

awwelboiq ojdosad Bunuoddng
a|doad Buoddng ui saipusioy)g - Buluoissiwwon hHHOSY
2102 ydlie
AQ papus aAey [|Im Jey} SWealls
I0M 10} 198[04d uoeSIBUOSISd SOHO SJo1eild Ok HOSY
ay) wouy Buipuny Buises|ay
‘ded Jo uononpouul 8y} Aq pasesjas  poddng ssauisng
18IS SAIJBJISIUILPE Ul UOIIONPaY PUB UolBJISIuIWPY 6 HOSY
‘sabpeg an|g 40} abieyo
SAJBJISIUIWPE BU} Jo MalnRI R
JO 9WOJ}N0 8y} PUB UOISINOIH I ISIN0Id 8IBD 8 HOSV
Jo} s1509 sasiwald ul suoionpay
wa)] jo uonduosag Auanoy 991n198 joH
oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS



€6'LL 0502 (069¢) (0e6s‘c) (osz‘e)
o0t 0591 (026) (0z6) (0z6)
Reswey
oeydalg (oz1) (0zh) (oz1)
Jojualig . .
ouep 00t  0S59L (008) (008) (008)
000 000 (0S9) (osv) (o0¢g)
aunuajeA
0187 (0S1) (0S1) (001)
ynws
-ssauINy (0o0¢g) (002) (o01)
Auuag
aunuajeA
10187 (o01) (001) (001)
S,0003 S.0003 S.0003
Jabeuepy
loluss  jJuedeA SIHIV SL/VIOZ PL/ELOZ €1L/21L0Z

qs XIAN3ddV

|elo] oOljoj1i0d ylesH B ale) |eldos ynpy

[e101-ans

%e¢ Algrewixoidde Aq sjoeljuoo
JBY10 Ul SUOIIONPaI SWOS |[IM 848U} UOIIPPE Ul "PaMaUal 8q 10U [|IM
pue papus aAey suolesiuebio AIBJUN|jOA YIM SIOBIJUOD Palod|os

‘Aoeoonpe
pue 82IApE PaJOBJIUOD Ul UoloNpPay

‘pemainsl 8q ||Im 81e0 papiaoid Ajjeulsiul |[e SS0I0B BouR|eq
80J0p110M BY} UOIIPPE Ul *DDS Aq Aj1oauip pepiroid seoinies Aeq
paseq Bulp|ing ul UoIONPaJ & 0} PE3) [|iM SIYL "SUaIO B|qiblle SOV
10 Jaquinu [[ewWsS & Jo} 8480 Aep apiroid 0] 80Npal ||IM 80IAI8S 8y |

'S90IAI9S 8.Jed papiroid

Aj[eulalul uiyim a210pIo0M paje|al
10 mainal pue Ajjiqibie aoinies
Bunsixs 1suiebe sjuslo Jo mainay

SUOIONPaY 9JIAIS - UIBOH %§ 9480 [0S NPy

[el01-qng

‘POMaIAGI 8] ||IM
a1ed Aseljioiwo(q 1oy pabieyo 1s0o
[IN} BY} UORIPP. U] ‘S8Wayos aled
BJIXS pUE 8182 ABp Ul SJUSID WO}
awooul ul asealoul Ajjueuiwopaid
[IIm sIy] “epuabe uolesijeuosiad

8y} wouj Buisue sabueyo

Kressaoau 1099|j04 01 Aoljod Buibreyn

aJen [eluapISay UON 8y} JO MaIAaY

"1509 [eaJ a8y} Aed 0} se2inosal
[BIOUBUL) JUBIDIHNS BABY JBY] SIUBI[D 8SOY] WOJ) PaISA0DIaI
S| 8JBD JO 1S0D [BN}OB 8y} 1By} 8INSUS 0] SI MBIASI SIY} JO Wik 8y

"el910 Buibreyo ayi jo uoneoldde

By} Ul J1ys e Juasaidal Jou S0P 1| *9AI828) SIUID Jey) Shiysuaq
ul 8se8aloul [enuue ayl ybnoiyl paaaiyoe Sl swodul Ul 8SBaI0Ul
aleuolodoud siy] “seakh 1ad %4 O Shypuaq Ul 8SBaIOUI PALNSSE
Ue Uo paseq S| awooul siy] “sableyd ul 8sealoul Ue Jou S SIy|
‘abseyd o} 108lgns

S| WOooul 9|qesodsip Sjual|d JO %00 | 1eyl ueaw pnom jesodo.d
SIY] ‘SUOIINQLIU0D 848D SPJEMO]} PAIUNOD S BWOJUI 8|gesodsIp
s,8]doad 0 9%,Ge AJuo Ajjusling "SaoUBWWOD 8JeD JIBy] d1ep
10eX8 8y} wouj pa||iq Buiag siuald ||e o} pue Adljod Buibreyd ayi
woJ} Junowe A1euonaiosip %G ayl JO [eAOWa. 8y} 0} Pes| ||Im SIYL

"S]Ijeuaq U1 8sealoul 0}
anp SJUSIIO WOJ) BWODUI Ul 8SB8IOU|

‘sjuswabuelie Buliq

yum aiole asow Buiwiodsq pue
Aoi1j0d Buibaeyo ayy buusye ybnoiyy
9Je0 |BIJUBPISAI UOU pUEB [BIIUSPISAI
Ul SJUSIIO WOJ} SWODdU| 8SBaIOU| O]

3WooU| - UIeaH 3 918D [e190S NPy

sanss] / joedw| wsay| jo uonduosaqg

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

Buluoissiwwon

UOISIAOId 8JeD

awoou] sl

awoou| 1uslD

S92INISS
ase Aujgesig Hnpy

Kuanoy 9910198

91 HOSVY

Gl HOSY

71 HOSVY

€l HOSY

¢l HOSY

JoH
oljojiod



lopuexs|y

sy | SLvh €0

lopuexaly

wospy | 9L

Jopuexs|y

vospy | 00}

lopuexaly

oSy 98°¢ 98’

lopuexaly

uospy  00°€

uabpng
Auoljed

lapuexs|y
uosi|y

uabpng

fuoey  00¢

Jabeuepy
Joluag  Juedep ysiy v

qs XIAN3ddV

(619) (615) (612) 8]eJ0}03.I(J |[B49A0 10} 82IAI8S Woddng ssauisng Jo ubisapay yoddng ssauisng uoddng ssauisng 87189

aoueinsse Alenb Buipsenbajes wswdojanaq
pue Juswabeuew souewlouad 92100 /1S90
‘Buiuued ‘Buiuoissiwwon ¥ BuluoISSIWWOD

sisod jueoea JO [eAOWIBl

(v29) (v2o) (v29) pue juswdojoAsp 9210J0M pue BuIUOISSILUWOD Ul S8I0UBIo1YT

'Syd pue juswabeuew Bunoaye ainjoniisal M3IASY

(06) (06) (06) 8y} Jo 8ouanbasuoo e se 8jel010aiIg 1SD dUl ulyim sbuines BinfonAsey] juewabeuEN [euonesiuebio 9180
(21) (z1) (1z1) "SJUBWIBOUBYUS SWOS YlM 92IAI8S wnwiuiw SOOIAIOS LONBONDS AIOINIE] axdsu
bl ket kel Kioinjess e spiaouad o} sisod Alojnjels uou 31 4 €/°f Jo uonsjeq 19S oneonp3 S. S|00YOS 0} S8VIAIBS 71890

JJels aul uoly Buisixa Ul uononpal ou Inq s1sod Juedea saiy) Jo SOINBS LOISNIOU
(86v) (86t) (861) [eAowey ‘selis Jo asn Aousbe-ijnw Buisesioul pue Juswsbeuew S80INIBS Sies\ Ale] ; :% cw\.@_ _ ¥ 1S9
Buibiaw ybnoiyl uoisinoid 8yl JO SSBUBAIDB)S By} 8SBaIOU| B uon d

“eualo Aupgibie oy sabueyd
(z12) (212) (z12) ou aq ||Im 8Jay] sjuswadeld 4O 1S0D By} Ul sajouaIolje 0} Bulpes| adinias Juawdolarsp pliyd Aljigesiq Aingesig €1S9
a921n8s uswdojansap pliyo Aljgesip palelbalul ue Jo Juswdojarsqg

[15UNOY A1ID 8Y1 OJUI 3OB( wesa ] wesa |

(oge) (oge) (002) 90IMI8s wea] BuipuayO YInoA ayl buieibajul woly saiousiolyg BuipusljO YINoA jo uoneibaiuisy  BuipusyO YINoA

¢SO

yoddng Ajiwe4
(201) (zo1) (z01) "9U0 Jeak ul sjuswallles om} wody Buiaes jels paau ul saljlwe} g ualIp|iyD R luswabeuep 1 18D
Buipsenbejes

SoI0UdIdI}}g - bUluIea] g SedIAIaS S,UaIp|iy)

$,0003 S.0003 S.0003

sanssj / 1oeduw wa)] jo uonduosag Aunnoy aoinias joH
SL/vi0Cc vIL/EL0C €L/2l0e 0l1j0J110d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS



056z 1222 (098c) (098c) (siLe‘e) [ejo] oljojliod Bujuiea 1 sadIAIaS S,uaip|iyd

0s'62 22z (098°c) (098€) (SLE'E) lelo}-gng
1opuexaly : : (912) (912) (912) 92IAI8S YINOA pue Aeld jo uonesiueblios UOISIAOI noA pue Ae SoIMBS uoIsnjul
uosily 29¢ 00’1 (9le 9le 9le ! UINOA P Id } les| d ISINOIH UINOA P Id 9 UOIUSASI] €1 71S0
Buioueuly
Japuexa|y . . . alidsu|
¥S0 281l (L¥€) (Lv€) (221) J|os 8Wwo08q 0} paau ||im 0S ‘|1ounog AND 8yl Jo Aljiqisuodsal B S|00YDS 0} $801AISS AIOINIEIS UON 2L1so
uosl|y - S|00Y2S 0} S92INISS
Jabuoj| ou sIosINpY [euosiad AQ papinoid S|00Yds 0] SIAP. S18aie))
hmmmm_v_aw_/\ 009 (g91) (g91) (€91) S1S09 J8A023l A[|n} 0] paubisapal 90IAI8S 92IAI8S JISN|N 9218 JISN|N LESO
Jaquil
H | Mz.._ 00t (03) (03) (g2) 150d JUBIEA BUO JO [eAOWRY 101 101 01780
Japuexa|y 21/1102 ul pauswaldwi sbuines Jo 10840 Jeak 92IAI8S UOISN|oU|
uosli|y (€99) (e95) (€99) [IN} wouj Buinsal 891AI8S UOISN|OU| 8 UOIUSASIH Y} Ul S810UI01T SOIMBS LOISNIoU] '8 UOHUINS B UOIJUSASId 6180
$,0003 S.0003 S.0003
Jabeuep sanssj / 1oeduw wa)] jo uonduosag Aunnoy aoinias JoH
Jolueg  juedep ySIHIV GL/bLOC PL/EL0C €1/2L02 oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



Jahes|
MaIpuy

unJep
seouel

9pe|S
-19AQ uop

unJepy
seouel

ysien zi

YSIe zI7

ysiep zI

YSIBN 217

Ui
seour.

Jabeuepy
loluas

007}

Lv'e

00¢

0g't

0S¢

JuBORA YSIH IV

qs XIAN3ddV

(Gr1)

$,0003

SLvi0Z vL/ELOC €1/2L0C

(GK1)

(08g)

$.0003

(Gr1)

(001)

$,0003

'$80JN0S8. JO 9SN PBONPaI ‘8[e0S JO SBILIOU0DD ‘Buiyiom
BAIRIOQR||0D 810W YBNOIY] PalaAljap pue paiiiuap! Salousiolg

s}abpnq [endes 0} anusAaJ WO} SISO JO J8JSUEBI} PUB SI0}eDIpUl
oibajells A8y Jo Juawisnlpe ybnoiyl SIS00 8NuUdAaI padnpay

MB3IAS] UOIJBLWIOJSURI] 8Y) WOJ) S8WODIN0
£q pamojjo} swea] JSNYINOY Bunsixe ayj Jo ainjoniisal [y

spouad ul Buippaq Buimojjo} s1oesuod diysisupued a21nI8S
skemybBiH pue |44 Bunybiq 19841 sy Buinoddns wes) paonpay

"$]|01 JO UOI108]|0D
[enueLww o} paau ay) 8onpa. 0] ABOjoUYIS8) MU JO UOIIONPO.IU|

sao110N 8bseyn Buned
10} Juswabeuew aul-uo aaoidwi pue s}sod Jo Jaquinu 8onpay

"PUBLIBP Ul SUOIBLIBA [BUOSESS LlIM
[eap 0] 8|ge SS8| 80 P|NOM JBY] WES] B PUB 82IAISS BAISUOJSS. SSoT

'S9119}8Wa9 0} uoledal Ul seoedg uadQ pue sadIAIeS
JuswaAealag ul saonoeid Buppiom syl ul sabueyd Aq paasiyoy

L 102 JoqUWIBAON Ul pajuswia|duil sem

UOIYM JO 2 8SBUd ‘S.¥d pue luswabeuepy Bunosye ainjonisal syl
10 8ousnbasuod B Sk 8]eI0)08lI( JUSWUOIIAUT 8Y) ulyim sBuireg

sanssj / 1oeduw

"10daq
A1 01 anow ayy wouy Buimoyy
S1s00 Bunelsado [[elano ul uononpay

SUOI}IPUOD PUEB SIS}
JOBJJUOD PBSIA8I JO uonelobaN

UOIBWIOJSURI| PUEB 8INjoNnJsay

ainjoniisey

uolewoINy |10

ainjonisay wes |

80IAIBS |04JUOD) 1SBd BY} JO MBIADY

uononpai yeis - Aislewan

sainjoniisay
uoddng ssauisng pue Juswabeuepy

90IMI8S
10 peSH 8lSeM

diysisuped
oibarens shemybiy

3ISNVINCH

awabeuep
diysiauped

abpug uayoy

Bunjied 1en

yieeH
[BlUSWUOJIAUT

JuswaAealag

mainay
[euonesiuebin

So10UdIoI}}g - Modsuel] g JuoWUoAIAUg

wsay| jo uonduosaqg

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

Kuanoy 9910198

6 183

8 183

£ 1%3

91%3

G183

¥ 1%3

€1%3

¢ 1%3

L 1%3

JoH
oljojiod



9onpo.d
‘sawwelboid uononpal aysem

SEINITE Aayy a1sem ay} jo Buisodsip jo
MoIpUY (oot)  (oot)  (oot) Jo uoliejuBWIB|dw| 8L} PUE S[ara| BuljoAoal Buisealous ubnouul o oo o soouos eunbo m 1B509S!A AISEM 81 183
S8sBaJoUl 1500 Aue asiwiuiw djgy 0} S|ooyds [B20] Yiim BuiIopn
1ey uone|siba| aysem o1 sebuey)
ey seoimos ooy 1880081y
MIpUY (08) (08) (08) M3U SB [|om Se Bullsixa wody uoneiaual awodul Jo s|aAd| Buisealoul Emm\.s. wia) BUOT BU] WOl mEoo.c_ |esodsiq 81sep /1 1983
sn|d s}s09 8onpa. 0} S}oeJlUOD Ylog ul sabueyd Jo uooNPOoUIU|
pasealoul pue S}S0d padnpay
*10}10BJIUOD [BSOdSIP 8)1SBM U} [BJUSWUOIIAUT BIJ0BA
Jofe.) (0z2) (0z2) ( ) ue |1ounon AN uoldweyinosg ‘|1Puno AN YiNnowsuod ‘|Iouno 10B4UOD esodsi a1se
MIPUY 0ce 0ce Okt pue |i O AlID yinos ! OAID Y d Il 0 [esodsiq a1seM a1 01 abuByD I a M 91 183
Auno9 asysdweH yum suonenobsu Jo uoIsnNjouod ayl salinbay
s (09) (09 (09 POOM PaXILLIJO [BSOTSIP O 5 0 mzmﬁwﬂv@m@:wmcwm lesodsig @IseM  GI 193
MaJIpuy yum Buiresp s1s00 paonpal pue suonesado alis DYMH 01 sebueyn 10 cozm;on_o 541 Ul S1S00 PEONPaY '
J9hel] . 'suolouNy 991440 Yoeq Buluiquiod Aq s1s0o uoddns ul uoonpal *94NJONJISaJ [BUOISIAIP
Mmalpuy 00 (s21) (11 (S01) B pue 9oUasqge J1omo|0} anp els Aousbe uo aduela) PaoNPayY PUB SJUSSCE SSOUXDIS Ul UoIoNpay LOHISII0D SISEM i 1%3
JEYAIT (s21) (sz1) (09) MBIABJ BDIAISS B]SBM 38U} Ul paljuspI Se 82IAI8S uolesiwido ano. LO10BI10A BISE
Mmalpuy sel sch 05 U01308]|00 8)sem ay} 0] sabueyd jo abuel e Jo uoieluawWa|dWw| YIM PaIBIDOSSE SBI0UdIDIO 92IAISS 1081103 SISEM €h1%3
JokelL (o01) (52) (09) SJUapIdOe pue uoiRAdWNSUOI [aNn} Ul UOIONPd SOI2IUaA [1oUNn0d uoI109|09 dise
MaIpUY 00} G 0S 1uspl p n [dn} Ul uononpay 10 s1asN [[e Jo} Bulurel JaAuq 199100 8lse M Zl 1%3
Jokei) (0S1) (001) (05) S8|0IYSA 188]} JO 8SN JusIdI8 810 Hodsuel Joay uodsuel] 18 LL1®
Mmalpuy 1914 i 1o} N JO UOIBWIOJSUBI] PUB UONIESIUISPOIN 119914 1%3
JokelL (09) (09) (09) Bupyiom diysieuned Aq perioddns B JO Judwdojana mﬂﬁw%ﬁnﬁw Qo%% ’ Jodsuel] 109
MaJIpUYy 0s 05 05 ‘paonpoJul sadnjoeid Bupiom juaiolye alow pue Bulvs dn w ' I9ASP SN lodeq 1 119914 0} 183
19D wolj sbuines uonewlojsuel |
$,0003 S.0003 S.0003
Jabeueyy sanssj / 1oeduw way| Jo uonduosag Aunnoy aoinias joH
J0ludag  jJuedep SIHIV SL/PL0C VL/ELOZ €L/2L0C oljojiiod

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



000 000 (ost) (08¢g) (s62)
S|0YOIN
neq (0G1) (o01) (ov)
NEYAIT
MEIDUY (G2) (G2) (09)
doysig
MOIN (08) (08) (08)
JUSIep z1
doysig
MOIN (gs) (gg) (gg)
/YSIep z1
doysig
YOIN (02) (02) (02)
/Ysiep 21
WL wrve (1os‘e) (16€2)  (v65°L)
ysiep zi (09) (09) (09)
S|0YOIN
neg (G2) (G2) (G2)
NEYAIT
MEIPUY (06) (06) (09)
S,0003 S.0003 S.0003
Jabeuepy

Joluag  Juedep ysiy v

qs XIAN3ddV

SLvi0Z vL/ELOC €1/2L0C

[e101-ans

‘A1an02a1 19xeW uo puadap |[IM puB UIBLadUN S| PIBIA "@ouepInY
(M19) Ane ainjonuisesyu) Ayunwwon s1oapal [esodoid maN

‘syextew Buijokoal o} pjos

S|elB}eW JO SN|eA 8y} 80UBYUS 0} S8JIAISS |EJUSWIUOIIAUT BIJOBA
J10joeIUOD [BSOdSIp 8)sem 8y} pue sanoyine Jauped yim Buiyiop
Salpoq

J10108s ajeAud pue o1ignd WoJ) 8WOodUI }8U 8SBAIOUI PUB S}OSSE
Bunjed ainsio] pue BUISNOH JO JUBWSI0JUS pue Juswabeuely
‘sAkeq Bupped

JBed 198J1S UO JO UoeSI|IIN J8l1aq alenwils 0} (84uao A110 8y} jo
pud UIBYINOS) 8U0Z UdAIL) Byl Ul 8bieyd Aep ||e G3 mau aonpoUiu|

syJed Jeo anua) AN Jsylo 0} PROY Med IS8\ Woly jjels ubisseay

[el01-ang

‘e'd %093 2ABS 01 |I0UN0Y 8Y] 8|gBUS PJNOM YIIYM
Juawaaibe ases| syl ulylm palenobsu usaq sey asneo yeaiq y

‘pleme
ay) Jo pouad Jeak aaiyl Jono papuny juelb aq 0} S,31 4 82yl

‘Bujiom diysisuped panoidwi pue sjsoo diysisuped
aonpaJ pjnom diysisuped eibsiu| 108loid syl 01 sebueyn
‘safJeyd 92IAI8S B1SBM 8peI] Ul 8SBaIOUI [[BWS B &g P|Nom 818y |

sanssj / 1oeduw

(s99} ulwpe) sabieys ainjoniiseljul
WI0J} BWODUI [BUOIIPPY

"SUOI108||00 8pISgIey WoJj pjos
[ele1eW pajoAdal JO enjeA pasealou|

swdojonaq
ssaulsng pue uonesl|iin 1essy

sob.ieyd Buped

uonesi|nn 19ssy

Auigeurelsng 3
uodsuel] ‘Buiuueld

uo01109]|09 B1SEeM

Bunped jen

Bunjied 1en

Buned jen

3WIodU[ - JJodSuel] ' JUSWUOIIAUT

1oda(g
Al 0] S921440 8SNOH SUBIPLBIA
pasea| ay) wod} Buinow yiesH uod

‘awwelboid
[9ARI] B|BUIBISNS [BOO| J0) papieme
1eIb JUBWIUIBAOY) [BIIUSY 8BS

‘eibau|

108[01d Buunionisal ‘@oinas
a]sem apel} S|1ounod sy} o} pred
ajeqgal [esodsip a1sem paonpay

wsay| jo uonduosaqg

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

uiesH
[BlUSWUOIIAUT

Ajngqeureisng g
HJodsuel] ‘Buiuueld

|[esodsiq a1se

Kuanoy 9910198

9¢ 183

Ge 183

v 193

€¢ 183

¢c 183

le 184

Oc 183

61 183

JoH
oljojiod



9L vb'9z (960°¢) (9¢6°C) (¥86°L)
00t ooz (gs91) (s91) (s6)
S|0YOIN :
neg 002 (G2) (G2) (0€)
S|OYoIN . .
neg 00't ooz (ov) (ov) (g1)
S|0YOIN )
neq 00't (0S) (09) (09)
S,0003 S.0003 S.0003
Jabeuepy

Joluag  Juedep ysiy v

qs XIAN3ddV

SLvi0Z vL/ELOC €1/2L0C

|elo] 01j0j1i0d Hodsuel] @ JuawuoJiaug

[e101-ans

pabeuew aq 0} paau |m joedw|

paJinbal sswwelboid ylom ul uojjonpal paseyd awos

yiom uonealasuod Buiuueld 1o} Aoeded Ul uoloNpal WS

sanssj / 1oeduw

suonounj uoddns  Aljigeurelsng ¥

SS9UISNQ [BUOISIAIQ 94njonisay lodsuel] ‘Buiuueld 0€ 183
sayoeoidde diysisuped Joj adoos £
MaIAB) pUB SWes) Alljiqeureisng HIQBUIBISNS 3 6¢ 1%4
: e HJodsuel] ‘Buiuueld
pue Aoijod Buluue|d ainjoniisay
wes}  Ayjiqeureisng g
JUsWuUOoJIAUT DLOISIH aJnjoniisay Hodsuel] ‘Buiuueld 8¢ 1%3
suojonpay 99IAIaS - Hodsuel] % JusWUOoIAUT
wa)] jo uonduosag Auanoy 991n198 joH
oljojiiod

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS



osvy ooy (18¢)  (18e)  (8ee) [ejol-qns
"a]eI0]0841q Juswdojaraq

weJsens . (£9) (£9) (£9) OILIOUO09T Y} UIYHM SWES] JO 8INJONJISal PUB MBIASI JUBLIND sod [BLABEUBL BUC 81916 SOIUNWLIO
MNs 00°h €S €5 €5 8y} ybnouyl paisnod aq [|im a0 Siyl JoaramoH sannp Aljenbs } el 1°1ed ! 0 9 NOH
Buipseba. soue|dwod uo pes| 0} |9A8] Joluas & je Jebeuew ON
"90I1AI8S 8y} uo 1oedwi
SI9pUES 00°1L (59) (59) (59) palwi| 8ABY [|IM PUB UOISIAIQ S82IAI8S AlojenBay e Jo uoionpoJiul einonAsey Buisnoy G NOH
YoUIN o : U y y : wswabeuepy 81elodio) jo Ued 101083 81eAld
8y} Jo }nsaJ e se sjuswabuelre uswabeuew Buisieuoney
ape|s (12) (12) (12) ‘syed 1ouisIp Ul 8@oueUSUERW Youd ‘wea) soueusuiew youd spods Buisues|n
-19AQ uop 050 ke ke ke 190110 pUE |[Bg100} ‘UNd ¥ Yolid pue ‘uoisialedns Jo S}S00 paonpay 1sie1oads jo Aousiolye anoidw| 198115 % syied ¥ NOH
‘sawi} Buluado
ope pudlxe pue Jayo Jawolsnd aroidwi ‘uonelsado 9yed asiyouely o} v1/€102
-_o>o _MO 002 05’1 (88) (88) (e2) suondo aio|dx3 “Auejnba. alow ajepdn pue 8}IS-gom U0 82IApe pue  AQ |IDUNOD 8y} 0} 1S0D OU Je 8leJado JuswuoliAug [einleN € NOH
auor uolew.ojul [ea1boj0os anoidul| "sAe|dsip pue UOIEWIOUI B1JUSD 0} 84U BYIP|IM SuJoyimeH
-ul pajepdn A||BUOSESS YlIIM JJE]S ¥SOp-1uol) suloyimeH aoe|jday
‘Hun wswdojanag
ape|s . . "8IN]oNJis 82IAJ9S pauIquIod 8y} woly  Juswabeuew suo ojul paubije-al syled pue
-19AQ uop 050 00 (6S) (69) (sv) s]sod poddns [ed1Uyd8] pue |ellabeUBW [|[BISAO Y} Ul UOIIONPAY 8 O} S82IAISS JuawdoaAaq SHled SIUBWIO||Y ‘Saal] / ¢ NOH
pue S838J] ‘JUSWUOIIAUT [BINJEN lUSWUOIIAUT [ein}eN
sieak aininy ul Buionpal aq |im sdnoub Jesjunjon pue
. $80IN0SAJ PUB }4BlS |EDIUYDS}
ape|S . spuali4 yum Burpiom Aq Al1oeded [euolippe 8leald pue ‘JuswisaAul Buisues|n
i 00’} (s6) (s6) (+2) h pue Juswebeuew Buisues|o L NOH
J9AQ uop [BUJBIXS JOBINE ‘YIOM JUBWSDIOUS pUB UONEBINPa N0 ALIED 19911S ® syied
‘ . 19a.1s pue syJed ul uoionpay
$991M8s ajowoud ‘Aoijod dojansp 0] 8|ge|leAB S824N0SaJ PUB |jBlS
S9I10UdId1}3 - BUISNOH
$,0003 S.0003 S.0003
Jabeueyy sanssj / 1oeduw way| Jo uonduosag Aunnoy aoinias joH
J0ludag  jJuedep SIHIV SL/PL0C VL/ELOZ €L/2L0C oljojiiod

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



sjosse [ediounud s,A110 Jo auo Jo Aljenb jo suondaoiad Juspisal

OPEIS 0S50 (y2) (¥2) (y2) pue JoysIA uo 1oedwi 0} Aj@y1| 1ses| aJe ey syied ajuad Alo sy 8.nypusdxs soueUBIUlEW Buisues|o 2l NOH
-18Aq uor UIyHm mocmcmz_me co_w_>oa @.:ma [ew.o} 8y} 4O SJuBW|d mo.:vmm SYIBd [BAUSD LrUONONPaY - 199415 8 SiEd
‘A1IsIaAIpoIq JO S|aA9)] s,Al10 8yl Bulnoidwil
10 uleisns pue siasn Jiay} Aq pajoadsal ae saoeds usalb 'SallIAIlOR
SPEIS : (z21) (z21) (z21) Buunsus ‘Al10edRD 82IAI8S UBISNS 0] SI88JUN|OA PUB SPUBLIH YlIM Buisues|o 19841s 1011SI] 1S9O Buisues|o
-1ekq uop 00°¢ x4 yxdq" x4 ! H ! ey } JUNJoA P pusu4 yi ! [0 19341S JO1ISIF 1ISOM 108115 3 SYiEd L NOH
Bunpiom pue sysej 1sije1oads uo snooy 0} wes) Jebuey syl 8|qeus  pue 1se] uo ainypuadxs aonpay
0] SWea) BaJe 0} SYSE) aourUSUIRW dullnos Bujeoolje alojdxg
‘Seale |[ejaJ 241ua9 A110 ulew ay}
Ul SpJepuels 0} uoionpal Aue asiwiuiw 0] palabie) eate a1juad Al
ape|S . : saiAloe buisues|o Buisues|n
002 611) 611) (Z11) ur sjuswabuelre Buisues|o jo uolesijeuoney Ao syl Jo sued Jaylo 0l NOH
-19AQ uop 19941S 10L1SI[ [BJIUSD Ul SUOIONPaY  182.41S 9 Syied
Ul PaJaAl|ap 1Byl YIM aul| Ul [9powl AISAIISp 8IAISS BAI}0BSI I0W B
0] Buiues|d Ajiep aanoeoud wouy aaow 0} Buisues|d 10ulsIq [BAud)
ape|s S)led [B20T pue 1ouisIg SESJE JoLISIq [edus] pue Buisues|n
i 0Sv B11) 611) 611) . 1S9\ ‘ISe3 ulyim seale yyH-uou ; 6 NOH
J9AQ uop s,A110 81 Ul 8|gBS210U 1SOW BQ |[IM SPJBPUEB]S 82IAI8S 0} sabueyn U eoUBUBIUIEW Syed U uononNpey 199118 B syied
suoijonpay 99IAIaS - BUISNOH
00°0 000 (0L1) (or1) (o11) |e101-qns
‘sieak G 1sed ay) Jano sabueyd
OPEIS (0o01) (0o01) (o01) Jayjo pue Aleuonejjul a1el1odiodul 0] pamalAal 8q ||IM 8douBuUdlUBW 9OUBUSJUIEW SPUNOID Buisues|d 8 NOH
194 uop spunoJb 1o} YYH 8yl pue pun4 [eJauax) ayl usamiaq Buibieyo ay VHH 10} BuIbieyo jo moidy 199118 PUE StiEd
ape|s o) oL) oL) ‘syed ay) Jo siasn [elolawwod Buisuadl| 810|dxg ‘slusna syted Buisues|n J NOH
J8Aq uop [el0JaWwWo9 palsoy Joy Buibreyd Joy saiiunpoddo juswa|dw Ul SJUBAS WOJ} 8WODUI pasealou| 190418 % Ssyied
awiodu] - buiIsnoyq
$,0003 S.0003 S.0003
labeuepy sanss| / }oedw] way| Jo uonduosag Auanoy 991n198 joH
ioluss  juedep ySIHIV SL/PLOZ vL/ELOC €L/2L0C oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



009k o0t (svL‘L)  (sviL)  (060°L) [ejoL oljojuiod BuisnoH

0S'kL 000 (vs9)  (vs9)  (259) [ejo)-qns

uoydwon . uonouny Juswdojaasp Buisnoy pue Abajelis

eleqieg 00t (e2) (e2) (e2) Buisnoy ay} Buualap 10} sjuswabuelie Juswabeuew Mmap

-AlIs18AIpoIq JO S|aAd) s,Au0 ayl Buinoidwi Jo Bulureisns pue ‘siasn

ope|S . (26) (z6) (26) J1oy1 Ag peroadsal ase seoeds usalb Bulinsus ‘Auoeded a9iAI0S

-19AQ uop 050 ce ce ce UIBISNS 0] SI93}UN|OA pUB SPUBLIH YlM BuIMIOM UO SNO0} Wes)

B 9|qeus 0} Swes} eale AQ USYELSPUN SHSE] 90UBUSIUIBW SUIIN0Y

ape|s 'saoreds usalb pue syied ayl ul 0} papusie

-19AQ uop (091) (091) (091) aJe sanss| A1ajeg pue yjesH Ajuo se aoueseadde 10} pased sso
$,0003 S.0003 S.0003

1obeuep sanss| / }oedw]

Joluag  JuedeA YSIHIV SL/vlI0C vI/€L0C €1/2102

qs XIAN3ddV

unoooe suolnoun
S92IAI9S pue spoob o0} Juswisnipe juawdojonsq pue
pue ainjoniisal Juswabeueyy Abajeng Buisnoy

S NOH

"ainypuadxa

wswdinba pue jue|d pajeloosse
pue ‘Wes) JUBWUOoJIAUT [einjeN
uiyim sisod Buiyels paonpay

JuswuoiiAaug [einieN 1 NOH

sooeds usalb Buisues|n
J1oy 196pnQ X1} pue puly, sroway 199118 % syied €+ NOH
wa)] jo uonduosag Auanoy 991n198 joH
oljojiiod

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS



00°'S 00'¢ (¥€9) (¥£9) (€v9) |ejo1-qng

‘palinbai agAew saainosal aiow dn syaid joyew Buisnoy
J| "wea) ayl Ag passas0.id YoM O dWN|oA 8y} ul jo doup jueosiubis
B U9aq Sey aJay] 1eyl Jueaw sey laysew Buisnoy ayy ul dwn|s

Aiony : (82) (82) (82) Buinuiluod 8y} UoIIPPE U| "JUBIDILS 8I0W BW098q aAeY S8ss800.d sabIeyd sabie ue
pIeYoIY 00+ (8e 8¢ 8¢ inun Ui uoiippe uj "jusiony q y puBT Wouj 1s0d JO [BAOWSY yo pueT 2 avan
8y} 1eyl Jueaw aey siaisiBal Jaylo ul pjay uolewIoul 8yl
Jo awos ybnouy) |nd pue sysenbai yoseas ajeyjioe) pue sabieyo
pug| [e20] J0 Jalsibal urelulew o} pasn walsAs || ay) ul sebueyn
"Wea] 8y} SSOIOB SaIINP PuB SHSB] JO UONEBI0|eal
ul Bunynsal sjsod yd Jo [leaoway “loAepy ayi o1 Loddns paonpal slaquia
uswabeuep
KioA| . . ylm pue siaquiapy 0] poddns pajeoipap j0 SSO| SWO0S YIM uoljoas  jauigqed o) woddns yd J0 [eaowsal
00'¢ 00+ (v6) (¥6) (¥6) % uoljejlussaided 9 Qv
pIeyoIy 8y} JO Seale || SS0JOB PaJeys oq 0} PasuU ||IM SYSB} 1Byl UBaW |[IM PUB 821440 S,JOAB|\ 8y} PUE S92IAISS OlBI00WD
Auoedeo Jo sso| ueynsay ‘1sod g apesb Jo sso| Bunnsas yum 1sod oneloowsq Jo uoneibajul panuiuon) : a
1921J0 Hoddng siaquispy pue 1sod 1810 JIAID Joluas Jo abis|y
wea] uoieiauabal ulylm ylom uoeisuasbay
uordwiod (09) (09) (09) ale1s3 Joj 1sod auo pue (%G }) awil Jojoaliq uswdoaaaq 1UNoody enusney 01|0JlI0d SS0I0Y S aval
eJeqgleq ° : : BuisnoH o1 sebieyd [euolppy :
OlWIOU09T JO SISO YIM JUN0IY anuanay BuisnoH abieyn
. 196pNnqg saAnelIul [eUOBUIBIUI
UOSUBAST (92) (92) (92) MOUS 1eog ay} Jo siasiuebio ayl yim suoissnasip [ELUS 10 [BAOISI PUB MOUS JE0G MOUS 10g e
wi 9L Buiobuo jo ped usaq sey Loddns |eloueul) JO [BMBIPYLA
8y} 10} uoddns jelourul} MBIPYUA
- "90IAIBS YledH j19uno9 Alunon aliysdweH [1oUN0D
N 'S (o1) (o1) (o1) ollgnd pue Abajeng Buisnoy ‘Buiuue|d uo 1oedwi Aew ad1A1es  yim Juswaaibe weisAg Buuoluopy 8yl jo uswebeuew € Qv
PNS paonpai Ajleiluaiod v *DOH ylim Juswaaibe ay) jo uonenobauay  AljIge|leAY pueT 8y} Ul uolonpay olbalels
weJsens . AUAIIOE 90UBWIONSH MBIASY 9OUBWIONSd
BINS 00t (2v) (2v) (2v) 1s0d jueoeA E 4O [eroway 1 £01j0d 10 UONESI[ELONEY 8 K110d 2 ava
sfepuaxeg . . "1 102 JequwianoN ul pajuswaldwi sem yoiym Jo aseyd sy Monsy
002 001 (yee) (y2e) (ee2) 8y} syd pue Juswabeuew Bunosye ainyoniisal syl Jo 8ousnbasuod ainjoniisay luswabeuepy L av3al
umeq [euonesiuebin
B Sk ajel0)oaiiq Juswdojaaaqg d1wouod3 ay) uiyim sbuines
S9I0UdIDI}T - S,19peaT]
$,0003 S.0003 S.0003
Jabeueyy sanssj / 1oeduw way| Jo uonduosag Aunnoy aoinias joH
J0ludag  jJuedep SIHIV SL/PL0C VL/ELOZ €L/2L0C oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



uoydwon (001) (001) ( ) Ao ayj ul sailunuoddo mau
eleqieg 00t 00t 00t awos alenul 0} Aljige s,|1ounod ayl jouisal Ajuediiubis |im syl
‘sallAlloe Juswabebus Ayunwwod pue Buiuue|d
welels . (202) (202) (202) olfajellS ‘uonewIOUl pue yoseasal ‘lybisul Jawoisno ‘eoueldwod
LS 00"+ (c0e c0e c0e saijenbs ‘pwoddns diysisuped :suonouny Buimo|jo) syl usamiaq
uoljeioge||09 parocidwi Aq pajebiniw aq [im Aloeded paonpal ay
opE sBuIABS 1S0D [BIIUBISONS JOAIIBP INQ 82IAISS //H2 Uleldl ||I1S
-B\Au _mO 00¢ (o¥1) (o¥1) (09) 01 Buioinosino ajqissod pue uonelausab awoosul snid ‘siuswdojarap
auor 10108s ajeaud Jo aaoadsalll pajuswaldwi 8q 0} sBUIAES 1S00 BWO0S
‘Bunpiom diysieuned Aloyes Alunwiwod Jo abuel Juauind
oy} ayeuapun pue spiq Buipuny [euiaixa o} Ajdde o1 Aljige paonpal
ape|S . (06) (06) (06) e yum sisAjeue ¥ Buliojuow aouewuopad ‘Juswdojansap ad1nIes
-19AQ uop 05c 106 06 06 / 108[04d ul suononpal Juedubis ‘suonelsado juiol pue gy YsuU MO|
‘subredwen ;/ sjuans aouelinsseal ol|gnd |B20] ‘SAMIYD Snoojal 0}
9a1nas A1ojes Alunwwod A1oiniels uou sy} 8onpal / 84NjonJisay
000 000 (S9) (g9) (g9) lejo}-ang
uordwo "Ys1 aininy e s1 Buipuny Jo AlljIqeuUBISNS "uoiINQLIIU0D
e (09 (08 (08 DOS 99NPa1 0} [A8] HSMNd © 1 89IaS aAI9B0Id ‘Paleys &
Qied 0} Buinow Aq - JUBWIISBAU| pJemu| 10} HSNd W04} 8WOdUl 8SBaIoU|
ape|s (s2) (s2) (s2) "owooUl 10}08s aleAld pajejal Jo diysiosuods ¥8as pue sng 39| Jo
-18AQq uop ¢ s¢ sc asn 10 S82IAISS ||8s 0} saljiunuoddo asiwixew 0} ¥aas A|aAioe-oid
$,0003 S.0003 S.0003
1obeuep sanss| / }oedw]

ioluag  juedeA MSIHIV SL/VI0C PI/EL0C €1/210C

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV

196pnq 1uswdojaasp Jo [eAoway

wswabebus Aunwwoo

pue aoueldwod sanienba

‘woddns diysisuped Buusaiep 10}
91e.0]02.Ig JuswdojaAasq d1Wou0o]
8y} uiyim suondo aAieuls)e
dojanap pue Auoeded aonpay

diysiauped ajeald 1o Buloinosino
|enuajod pue uoneiauab awooul
SUO0IIONPaJ 1S0D PUB 32INIBS AL1DD

('sng 39| pue gSy pue aoud|olA
21}SBWOP JO SWIIOIA Ysu 1saybiy

0] 92IAPE 108lIp 1sIeroads Buipnjoul
uonoajoud oignd snid ‘sannp
Aioiniess ‘Buiuueld Aousbhilowg

Jo} sjuswaiinbas wnwiuiw
Buipnjoxe) %09 Aq saniAnoe
991M8S AIeuol181osIp 8onpay

[emauay
3 uonelauabay
wswdojanag
olWOU09]

uoljew.ojsuel |
ssauisng
% Aousioiy3
‘@ouewlopad ‘Aaljod

Buiuueld
Aouabiawg pue
Avres Alunwwon

Buiuueld
Aouabiawg pue
Aejes Alunwwon

SUOIONPAY 9JIAISS - S,19pEaT]

HSNd WoJj 8wooul pasealou]

SaAljemul
Awouoos awi 1ybiu pue sng 39|
‘Buiuue|d Aouabiawg jo Aouaiole

ybnouy) uonessush sawooul ases.ou|

wsay| jo uonduosaqg

wswdojanaq
olwou0o3

Buiuue|d Aousbiawg
© Alvjes Allunwiwon

awoou| - S 1epeo]

Kuanoy 9910198

€L aval

¢l avai

L avan

0l avan

6 av3a

8 av3al

JoH
oljojiod



05°6 056 (c2e1) (cze1) (291°L) [ej0] ol1j0j1i0d S, J9peaT]

oSt 05’9 (e89) (€89) (r9s) lelo}-qns
‘sidap [19unoY ||e ssoJIoe Joedwi B 8ABY pue uonesiuebiosal
Kioa| . . (001) (001) (001) [BUJBIUI UB 8)BLISS828U |[IM SIY] * yJom asniuoud Apouis SROINBS o BB
pJeyory 0Sc 00'e (00t 00t 00t pue seaJe yIom [|e aonpai ‘Ajp1ajdwod sadinias awos Buipinoid [eba7 wouy sysod jo [eaoway IMOS [EDST
dois 0} saa1n18g [ebaT asinbai jim Jel1s ul uononpal ueolubis v
uonelsusbali 0y Bunejal
uoidwon (1) (15) 1) YIOM MBU B]BIHUI / UOIIN|0Sal 8A3IYJE 0} AJIjIge S,|1IounoD) 8y} 8anpal 89IM8s uonelauabal [emauay
eJeqgleq bs +s ct [IM SIY] "SISOD 82110 Ul UoiloNpas pue Bulpuny [BuJBIXd WOJ}  UIYIM S}S0D Buluunt ui suoonpay g uonelauabay
pa2Inosal 8g Ued Jey} SaliAlloe uo ainypuadxs 1@6png aonpay
$,0003 S.0003 S.0003
Jabeueyy sanssj / 1oeduw wa)] jo uonduosag Auanoy 991n198

ioluag  juedeA MSIHIV SL/VI0C PI/EL0C €1/210C

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV

S1 aval

1L av3ai

JoH
oljojiod



Lv'9 00'¢ (629) (629) (zer)
suIeH eI (G6) (G6) (g6)
welJelis
NS (62) (62) (62)
SuleH &IN  16°F 00¢ (L22) (222) (og1)
weJseys
SNS (G1) (1) (g1)
weJsens
SIS (81) (81) (81)
SUIBH 8IN  0G° (05) (09) (09)
sLIeH oI (09) (09) (09)
suIeH eI (G¥) (g¥) (a¥)
S,0003 S.0003 S.0003
Jabeuepy
loluss  jJuedeA SIHIV SL/VIOZ PL/ELOZ €1L/21L0Z

qs XIAN3ddV

[e101-ans

sjuswabuelie Juswabeuew
aneua)e diysiaulied uolealday @ suods woly salousiolg

malA KD jo ped se paysiignd Buieq si epinb z-y 8y

pakojdap
aq [m Buppiom Jo spoylaw ul sebuey) yiom Buioe) Jowoisno
uou uo juads awi} 8onpai 0} sjesodoud Aousiolye jo abuey

yels Aresjodwayl Jo 8sn [ewiUIW USdQ Sy alay) A|[eol0lSIH

jels
YUIM UOIIBDIUNWILWIOD IO} SjauURYD aAlleuIale dojaasp 01 pasu [[IM

SINOY J9Mad} }IOM O}
ye1s wouy sisanbal Buimol|o) 891nI8s 8beIISH B SUY Ul SalouaIolg

'0,3dNL ©ARY LelS "8oIAIes Juswdojersp
suods 8y} 821N0SINO 0} 8SI0J9X8 BulidPUS) Y WOJ) SBI0UBIDIT

Ais|en uy ayi
pue asnoH Jopn] ‘AlD eag Buipinoid pue swnasnw ABojoseyory
pue awniuel 8yl BuiSojd Woi) Paulelqo aq [|IM S8I0udIoIT

sanssj / 1oeduw

diysisuued uoneaiday
¥ SU0dS woJy SaI10UdIoIYT

apinb
Z-Y 1uapisal jo uonealgnd doig

saleIql|
ul saonoesd Bupjiom Jo mainay

196pnq
wswAhojdwa Areiodwal anoway

(uoneoygnd
Jje1s) maip uj jo uoneoygnd doig

abellioH ¥ SUy Ul salouaIolyg

Buioinosino juswdojaasp suodg

swnasnw A0 Jo mainay

uolealday ¥ uodg

suonedIUNWWOYD
ajelodion

soueliqi

sSuoBIIUNWWOD
ajelodion

SuoIBOIUNWIWOYD
aj1elodion

abeiuoH pue suy

uonealoay ¥ Uodg

abeiuoH pue suy

SoIdUBIONg - AN} N B oINS

wsay| jo uonduosaqg

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

Kuanoy 9910198

801

VARON

901

g o1

¥ O

€071

¢ o1

FO1

jod

oljojiod



Ly’ 00'¢ (€£89) (€89) (98t) [e101 01j0J1I0d 8iNn}In) @ aINsioT

002 000 (v5) (¥s) (¥s) lejol-qng

WEIELS : (g2) (82) (82) soaljlioud paaibe JaAl|dp 0] Weadl dyl UIYLIM SB|0J MOIAD 150d Joojo - suoNEdIUNWLIS

NS 00°} 8¢ 8¢ 8¢ liioud p 11sp 01 1 8y} utyy | I8y SUONEOIUNWILIOD [BUISIU| SAOWSY a1e10d100 0101
WEIELS 00t (92) (92) (92) wea} Jo Aloeded paonpai 0] Buipes| 1sod Juedea jo [eaowsy 1sod JaouO Bunexiepy auo aaoway SUOHEDIUNWILIOY 601

MNS ajelodio)

suononpay 9JIAIaS - 9iNjN) 1§ aJINsia]
$,0003 S.0003 S.0003

Jabeueyy sanssj / 1oeduw way| Jo uonduosag Aunnoy aoinias joH
J0ludag  jJuedep SIHIV SL/PL0C VL/ELOZ €L/2L0C oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



0S'v 002 (260°L) (260°L) (826) lejo}-qng

yiesH 3}en (005) (00S) (005) enden yum diysisuped ul palanisp sbuies $810UBI01}3 10BIU0D S1509 8S3y
: T ‘ : : T diysieuned euden

amo1 Apuy 0S50 (51) (s1) (s1) sjuswalinbal [euonesiuebio 0] asuodsal ul 8durINSU| JO UOISINDY uOoI1BO0||B 82JN0S3J JO MBINSY aouelInsu| /S3y

amo7 Apuy 00t (92) (92) (92) smalnal Aliold 196.Je] 0] 824N0Sal 1PNy JO UoISIneY UOI1BO0| B 82IN0S3J JO MBINSY upny 9S3y

‘saw} buiuado
o1|gnd 8pIsino 8snoH pueley ul Juesbiag umo] oN “sbunesw

sloidg o1) (o1) oL) 21|gnd Buipusne SINoy JO INO SIOMSIA 1SISSE 0] 82IN0Sal SSOT g
uyopr Ot Ot Ot "aljuan JIAID UIYHIM SINOY JO 1IN0 Sjuelaull/SjuBIBEA Yum [BSp 01 BUIMIOAA PUB SWILBAQ JO MBIASY PIing UipY 5834
d|gB|IBAR S82IN0SA) SS9 YS9 uondaday aiuan JInD Ajjeroadss
‘Bunjiom sinoy Jo Ino/Buluiow Aes/Buiusns swos Jo [eAOWSY
slaidg . ‘oljojuiod sBuip|ing ulwpe paonpal e
uyor 0072 (ev) (ev) (1e) 0} 8Np SalnNp ul uononpal [esausb 108|484 0} 8IIAISS JO 8INJONJISaY SIueablog umoL Jo mainay - sbuipiing uiLpy v S3d
siebeuew
omon Aou (€91) (€91) (€91) ‘panaiyoe 0] SHSIA ss9) ‘s1o9foud 0] Indul SOINBS BOUEUI
1/puv €9t €9t €9t Apealje sbuines os | | 0g Jequialdas ul pajuswaldwi ainjoniisay $s9| ‘Buliojuow padnpal punose IMSS ' €834
80UBUI4 Ul SUOIIONPal 82IAISS
sieidg (001) (001) (001) 2JN]oN.J1S 10BJIUOD JO Led sjuawAed 1saislul paonpay S1S00 2 S3ad
uyopr : diysieuped euden
| 10g JoquIBA0N Ul pajuawaldull Sem YdIYm JO g 8Seyd MOING
yresH ey 00t 00z (9g2) (9g2) (ev1) ‘s,¥d pue jJuswabeueyy Bunosye ainjoniisal ayj Jo aouanbasuoo ainjoniisay Juswabeuey BUOl m.m_cw_Q 1 S34
B SB 9Jel0]oaliq S99I1M8S alelodio) ay} uiyim sbuines [ELORES! O
S9I0UAIO}T - S92IN0SaYy
$,0003 S.0003 S.0003
Jabeuep sanssj / 1oeduw wa)] jo uonduosag Aunnoy aoinias JoH
J0ludag  jJuedep SIHIV SL/PL0C VL/ELOZ €L/2L0C oljojiiod

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



G8'€0L 5066 (SLG'SL) (SSe'st) (ev8'zh) V101l ANVHO

0L'9 062 (6921) (69.1) (gs85°1) [e10] O1]0j1I0d S@2IN0SaY

09'L 06's (229) (229) (229) |e101-qng

uoddns |eo0| Jo uonjesijeuonel
Jayuny pue uondaoxa Aq

siobeuew 0} SHSIA ‘seale ysu ybly  821AI8S aoukeuld 2l S3y
1nq ||e 01 Buloyuow paonpaJ punole
99UBUIH Ul SUOIONPaY 92IAI8S

‘049 Aq pasnbai spsepuels Junodoe ojul

omo Apuy - 09') or'y (0G4 (051) (0s1) Bupjel s1010a41q yum paalbe aq 0} uoisinoid 821AI8S 10} SBIIoLd

uoNo8||0 XB |

PUBIPSIN o5t (2 W) () 4OM SUHO b0 10y senyiqisuodsal usID pue swes Jelo [eaus) |l S3Y
Ined swabeuew [eiuad pue uoioun) Juswabeuely Jusl|D Ul UOIONPaY T : ‘
paurelal BuldaAod wes) 8yl 8onpay
‘Ajluaind
uey} Jaybiy sI sainsoo Buipjing pue sayoealiq Alajes ¥ yjesH
sioldg (008) (008) (008) 1O SYSII 8Y] "1509 Jajealb e Je pue ainjie} uo panjosal Bulaq mou awuwesboid aouBUBUIRIN
uyopr 00e 00¢€ 00e aJe Aem pauue|d B Ul passalppe Usaq SABY PINOM UYdIym SanNssI  doueuslulew pauue|d Jo uoonpay % slieday |esjuan 0} S3d
awos se 1abpng sy} J0 JUBWa|S dAI}OE-8) 8y} U0 ainssald pasealoul
ul Buynsas swwelboid ssueusiuiew pauue|d ul UoIONPaY
‘goueUBUIBW pue aseyoind juswdinba Ajunoas pue ainjuiny
sioids ‘spJeoq uoljew.ojul pue BuipuyAem ‘Buiiadiessl ‘suoielodspal $166pNq SOUBLBIUIELW
uyor (002) (0oz)  (ool1) ‘(suoseas yaq pue S'gH 10) sluswiysiginel 18|10} ‘syiom abnjey pue saoies ‘soyddns 0 uononpay sbuip|ing uiwpy 6 S34d
all4 ‘syiom aoueldwod Aoijod pue [ebs| ‘69 puads Areuonalosip ‘ : :
s1 alay) a1aym ‘sbuipjing o1n1D Bulurelurew syebpng ur uoonpal
suonoNpay 99JIAIaS - S90IN0SaYy
$,0003 S.0003 S.0003
labeuepy sanss| / }oedw] way| Jo uonduosag Aunnoy aoinias joH
Jolueg  juedep ySIHIV GL/bLOC PL/EL0C €1/2L02 oljoy10d

SNOILONA3YH JOIAHIS ANV JWOODNI TVYNOILIAAV "SIION3IJI443 40 AHVININNS

qs XIAN3ddV



Agenda ltem 5

APPENDIX 6
Ap

2012/13 GENERAL FUND REVENUE ACCOUNT

Portfolios

Adult Social Care & Health
Childrens Services & Learning
Environment & Transport
Housing

Leader's Portfolio

Leisure & Culture

Resources

Sub-total for Portfolios

Levies & Contributions
Southern Seas Fisheries Levy
Flood Defence Levy
Coroners Service

Capital Asset Management
Capital Financing Charges
Capital Asset Management Account

Other Expenditure & Income
Direct Revenue Financing of Capital
Trading Areas (Surplus) / Deficit
Net Housing Benefit Payments
Market Supplements

Contribution to Pay Reserve
Non-Specific Government Grants (*)
Council Tax Freeze Grant
Collection Fund Surplus

Open Spaces and HRA

Risk Fund

Contingencies

NET GF SPENDING

Draw from Balances:

Addition to / (Draw From) Balances
To Fund the Capital Programme
Net Gap in Budget

COUNCIL TAX REQUIREMENT

(* Now also includes NNDR and RSG)

2012/13 Revenue Revenue Savings & 2012/13

Forecast Bids Pressures Income Budget

£000's £000's £000's £000's £000's
73,438.2 0.0 0.0 (3,250.0) 70,188.2
63,552.0 0.0 0.0 (3,315.0)  60,237.0
34,581.9 30.0 0.0 (1,884.0) 32,727.9
10,029.5 0.0 0.0 (990.0) 9,039.5
8,969.9 0.0 0.0 (1,162.0) 7,807.9
14,146.0 0.0 0.0 (486.0) 13,660.0
17,958.2 0.0 0.0 (1,555.0)  16,403.2
222,675.7 30.0 0.0 (12,642.0) 210,063.7
46.0 46.0
43.0 43.0
560.0 560.0
649.0 0.0 0.0 0.0 649.0
14,264.5 14,264.5
(25,565.1) (25,565.1)
(11,300.6) 0.0 0.0 0.0 (11,300.6)
492.0 492.0
(69.5) (100.0) (169.5)
(881.9) (881.9)
500.0 500.0
600.0 600.0
(120,810.8) (120,810.8)
(2,070.9) (2,070.9)
(373.2) (373.2)
535.7 (100.0) 435.7
6,300.0 6,300.0
400.0 400.0
(115,378.6) 0.0 0.0 (200.0) (115,578.6)
96,645.5 30.0 0.0 (12,842.0) 83,833.5
864.0 (1,000.0) (136.0)
(492.0) (492.0)
372.0 0.0 0.0 (1,000.0) (628.0)
13,812.0 30.0 0.0 (13,842.0) (0.0)
83,205.5 0.0 0.0 0.0 83,205.5
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COUNCIL TAX CALCULATION - 2012/13

Budget Requirement (a)

Less NDR

Less RSG

Aggregate External Finance

Deficit / (Surplus) on collection fund
Net Grant Income (b)

Council Tax Requirement (a - b)

Tax base

Basic amount of Council Tax (Band D)
Last years Council Tax

Increase (Cash)

Increase (Cash per Week)
Increase (%)

A

APPENDIX 7

2011/12 2012/13 Change Change
£000's £000's £000's %
190,685.2 183,061.9 (7,623.3) -4.00%
(80,096.8) (97,591.4)
(24,758.1) (1,891.8)
(104,854.9) (99,483.2) 5,371.7 -5.12%
(3,244.7) (373.2) 2,871.5 -88.50%
(108,099.6) (99,856.4) 8,243.2 -7.63%
82,585.6 83,205.5 619.9 0.75%
66,644.0 67,144.0 500.0 0.75%
1,239.21 1,239.21 0.00 0.00%
1,239.21
0.00
0.00
0.00%
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AAPPE DIX 8

COLLECTION FUND ESTIMATES 2012/13

2011/12 2012/13 Change Change

£000's £000's £000's %
Southampton City Council Precept 82,585.6  83,205.5 619.9 0.75%
Hampshire Police Precept 9,746.7 9,819.8 73.1 0.75%
Fire and Rescue Services Precept 4,090.6 4,121.3 30.7 0.75%
Income due from Council Tax Payers 96,422.9 97,146.6 723.7 0.75%
Tax Base for Area 66,644.0 67,144.0 500.0 0.75%

Basic Amount of Tax for Band D Property  1,446.84 1,446.84 0.00 0.00%
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Portfolios

Adult Social Care & Health
Childrens Services & Learning
Environment & Transport
Housing

Leader's Portfolio

Leisure & Culture

Resources

Base Changes & Inflation
Sub-total for Portfolios

Levies & Contributions
Southern Seas Fisheries Levy
Flood Defence Levy

Coroners Service

Capital Asset Management
Capital Financing Charges
Capital Asset Management Account

Other Expenditure & Income
Direct Revenue Financing of Capital
Trading Areas (Surplus) / Deficit
Net Housing Benefit Payments
Market Supplements
Contribution to Pay Reserve
Non-Specific Government Grants
Council Tax Freeze Grant
Collection Fund Surplus

Open Spaces and HRA

Risk Fund

Contingencies

NET GF SPENDING

Draw from Balances:

Addition to / (Draw From) Balances
To fund the Capital Programme
NET GAP IN BUDGET

Council Tax Requirement
Council Tax
Roll Forward Gap

Add Pressures - Future Years (Unknown)

Less Savings - Future Years (Known)

Less Savings - Future Years (Work In Progress)
Revised Gap

APPENDIX 9
Ap
MEDIUM TERM FINANCIAL FORECAST
2012/13 Base 2013/14 Base 2014/15
Forecast Changes Forecast Changes Forecast
£000's £000's £000's £000's £000's

70,188.2 70,188.2 70,188.2
60,237.0 60,237.0 60,237.0
32,727.9 32,727.9 32,727.9
9,039.5 9,039.5 9,039.5
7,807.9 7,807.9 7,807.9
13,660.0 13,660.0 13,660.0
16,403.2 16,403.2 16,403.2
11,012.8 11,012.8 8,100.0 19,112.8
210,063.7 11,012.8 221,076.5 8,100.0 229,176.5
46.0 46.0 46.0
43.0 43.0 43.0
560.0 560.0 560.0
649.0 0.0 649.0 0.0 649.0
14,264.5 1,200.0 15,464.5 700.0 16,164.5
(25,565.1) (25,565.1) (25,565.1)
(11,300.6) 1,200.0 (10,100.6) 700.0 (9,400.6)
492.0 (242.0) 250.0 (250.0) 0.0
(169.5) (169.5) (169.5)
(881.9) (881.9) (881.9)
500.0 500.0 500.0
600.0 600.0 600.0
(120,810.8) 10,191.1 (110,619.7) 7,744.3 (102,875.4)
(2,070.9) 2,070.9 0.0 0.0
(373.2) 373.2 0.0 0.0
435.7 435.7 435.7
6,300.0 2,300.0 8,600.0 8,600.0
400.0 400.0 400.0
(115,578.6) 14,693.2 (100,885.4) 7,494.3 (93,391.1)
83,833.5 26,906.0 110,739.5 16,294.3 127,033.8
(136.0) 4,136.0 4,000.0 4,000.0
(492.0) 242.0 (250.0) 250.0 0.0
(628.0) 4,378.0 3,750.0 250.0 4,000.0
83,205.5 31,284.0 114,489.5 16,544.3 131,033.8
83,205.5 2,078.5 85,284.0 2,133.6 87,417.6
(0.0) 29,205.5 29,205.5 14,410.7 43,616.2
1,000.0 1,000.0 1,000.0 2,000.0
(2,413.0) (2,413.0) (260.0) (2,673.0)
(8,073.0) (8,073.0) (3,712.0) (11,785.0)
(0.0) 19,719.5 19,719.5 11,438.7 31,158.2
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Appendix 10
APPENDIX 10

STATUTORY POWER TO UNDERTAKE PROPOSALS IN THE REPORT

INTRODUCTION

It is important that Members are fully aware of the full legal implications of the
entire budget and Council Tax making process, when they consider any
aspect of setting the Council’'s Budget. Formal and full advice to all Members
of the Council protects Members, both in their official and personal capacity,
as well as the Council. If Members have received the appropriate
professional legal and financial advice and act reasonably, generally the
courts will not interfere in their decisions.

GENERAL POSITION

a. The first and overriding legal duty on Members is their fiduciary duty to
weigh the needs of service users against the interests of local taxpayers.
In planning the budget, Members are under a fiduciary duty to act
prudently, responsibly, in a businesslike manner and in their view of what
constitutes the best interests of the general body of local taxpayers. In
deciding upon expenditure, the Council must fairly hold a balance between
recipients of the benefits of services provided by the Council and its local
taxpayers. Members should note that their fiduciary duty includes
consideration of future local taxpayers as well as present local taxpayers.

b. There is a general requirement in administrative law that a local authority
decision must be rational, authorised by law and must take account of all
relevant considerations, whilst ignoring any irrelevant ones. It should also
be noted that the concept of proportionality, given great emphasis in the
Human Rights Act 1998, is also becoming a relevant factor for determining
the reasonableness of any decision and should be borne in mind by
Members.

c. An authority commits an illegal act if it acts beyond or in abuse of its
statutory powers or in breach of its fiduciary duty. It will also act illegally if
it fails to take relevant considerations into account or acts in outrageous
defiance of reason.

OBLIGATION TO MAKE A COUNCIL TAX

a. The legal significance of the Annual Budget and setting a Council Tax
derives from the Council's duty under the Local Government Finance Act
1992 (the 1992 Act) and Part 5 Chapter 1 of the Localism Act 2011to set a
balanced budget and Part 5 Chapter 1 of the Localism Act 2011. This is
achieved by calculating the aggregate of:

i. the expenditure it estimates it will incur in the year in performing its
functions in the year (including an allowance for contingencies),



ii. the payments it estimates it will make in the year in defraying
expenditure already incurred and

iii. expenditure it will incur in funding costs before a transfer of funds is
made from the Collection Fund and then deducting such sums as will
be paid into the General Fund, i.e. income. Calculations made under
this section must be made before 11 March in the preceding financial
year.

. In order to fulfil this duty, the Council must prepare detailed estimates of its
expenditure for the coming year and of the resources that will be available
to meet this expenditure. Account must be taken of any deficit brought
forward from a previous year and the amount needed to cover
contingencies. The resources include income from rents, fees and
charges and any available balances. All of these issues must be
addressed in the budget report. The estimation of the detailed resource
and expenditure items is the main reason for the budget process. The
budget must balance, i.e. proposed expenditure must be met from
proposed income from all sources, with any shortfall being the precept on
the Collection Fund.

. Failure to make a lawful Council Tax on or before 11 March could have

serious financial results for the Council and make the Council vulnerable to
an Order from the Courts requiring it to make a Council Tax.

. Section 151 of the Local Government Act 1972 places a general duty on
local authorities to make arrangements for "the proper administration of
their financial affairs’'.

. Information must be published and included in the Council Tax demand
notice. The Secretary of State has made regulations, which require
charging authorities to issue demand notices in a form and with contents
prescribed by these regulations.

There is also a duty under Section 65 of the 1992 Act to consult persons
or bodies appearing to be representative of persons subject to non-
domestic rates in each area about proposals for expenditure (including
capital expenditure) for each financial year.

DEFICIT BUDGETING

a. A deficit budget, one which does not cover all anticipated expenditure with

resources reasonably expected to be available, is unlawful. Any Council
Tax which rests on such a budget will be invalid. Councils are constrained
to make a Council Tax before all the separate elements, which will
constitute available resources or anticipated expenditure, have been
identified and quantified fully. Best estimates have to be employed.

Page 2 of 6



b. Where these best estimates include sums for unallocated savings or
unidentified expectations of income, extreme care must be taken to ensure
that the estimates are reasonable and realistic and do not reflect an
unlawful intention to incur a deficit. It might be appropriate at budget
setting time to require regular monitoring throughout the financial year of
such estimated savings or income. Prompt action to reduce spending
must be taken, if at any stage it seems likely that a balance between
income and expenditure will not be achieved.

BORROWING

The rules and regulations governing a local authority's ability to borrow money
were altered significantly by the introduction of the Local Government and
Housing Act 1989 and subsequent regulations. This has now been abolished
and replaced by the self-regulating Prudential Code.

OTHER RELEVANT LEGISLATION

a. The Local Government Finance Act 1988 (the 1988 Act) created the (now
repealed) Community Charge and the current National Non- Domestic
Rating regime and deals with grants, funds, capital expenditure and the
financial administration of a local authority.

b. Under Section 114 (2) and 114 (3) of the 1988 Act, the Chief Financial
Officer is required to make a report, if it appears to him/her that a decision
or course of action the Council or an officer has agreed or is about to
make is unlawful, or that expenditure is likely to exceed resources
available.

c. Members have a duty to determine whether they agree with the Chief
Financial Officer's statutory report issued under Section 26 Local
Government Act 2003. If Members were to disagree, they would need to
set out cogent reasons for so doing. Unless such reasons could be set
forward, Members' action in disagreeing with the Chief Financial Officer's
views on the basis of his/her professional judgement would be likely to be
held unreasonable and constitute wilful misconduct. It should be noted
that under the Members’ Code of Conduct, Members are required to take
account of any advice issued by Chief Financial Officer (and the
Monitoring Officer) acting in their statutory capacities.

BEST VALUE: LOCAL GOVERNMENT ACT 1999

The Local Government Act 1999 (the 1999 Act) introduced a duty of Best
Value, which came into force on 1st April 2000. Members need to be aware
of and take account of the impact on the Council of this duty.

Page 3 of 6



8.

THE CONSTITUTIONAL POSITION: LOCAL GOVERNMENT ACT 2000
(THE 2000 ACT)

a. The 2000 Act has had a fundamental effect on the governance of the
Council and in particular has resulted in a change to the working
arrangements of Council, with the requirement for a Constitution setting
out executive (Cabinet) and scrutiny and overview arrangements. The
2000 Act also provides a power for Councils to promote the economic,
social and environmental well being of their areas and develop community
strategies. In addition, the 2000 Act establishes an ethical framework.

b. Of particular importance to the Council Tax setting process and Budget
Meeting of the Full Council is the Council’'s Budget and Policy Framework
Procedure Rules set out in Part 4 of the City Council’s Constitution. These
provide a legal framework for the decision making process whereby the
Budget of the City Council is determined, and the Council Tax is set. In
addition, Members need to be aware that these Rules provide a route
whereby the Leader may require the Full Council to reconsider their
position if they do not accept the Executive’s recommended budget
without amendment.

c. In addition, the Constitution contains a range of further material relevant to
the setting of the Council Tax and the Budget Setting meeting:

i. Article 12 contains guidance on decision making and the law.

ii. The Council Procedure Rules in Part 4 regulate the conduct of the Full
Council meeting (although traditionally, some of the rules relating to the
conduct of the debate are suspended to allow different arrangements
during the budget debate).

iii. The Members’ Code of Conduct must be followed by Members.

iv. The Officer/Member Protocol contains guidance both on pre-budget
discussions, but also on how officers and Members should interact with
specific guidance about budget preparation issues.

PERSONAL LIABILITY AND SURCHARGE

The 2000 Act abolished the local government surcharge provisions and
replaced them with a new statutory offence of 'misuse of public office'. This
new statutory offence covers two situations, namely unlawfully incurring
expenditure or incurring expenditure as a result of wilful misconduct. It also
covers the exercise of a public function in a manner that involves dishonesty
or oppression or malice. The Courts (rather than the District Auditor) would
impose penalties. The Council could sue for losses/deficiencies sustained.
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10.

LEGAL STATUS OF POLITICAL PROMISES AND DOCUMENTS

a. ltis appropriate for Members to consider their own position as some
Members may have expressed support publicly for policies that are not
policies of the Council.

b. Political documents do not represent a legal commitment on behalf of the
Council. To treat any political document as a legal commitment by the
Council would be illegal. Where there is a valid choice before Members,
then, at that stage and only at that stage, Members may take political
documents into account.

c. All decisions must be taken within the framework of the formal decision
making process of the Authority. Members must take into account all
relevant matters and disregard all irrelevant ones. Decisions taken at a
political meeting, such as a political group meeting, have no status within
this process. A Member, who votes in accordance with a group decision
which has been reached, having regard to relevant factors and who has
addressed their mind independently to those factors and to the decision
itself, will be acting within the law.

d. The Courts have also advised on the balancing exercise to be undertaken
by a Council when deciding whether to pursue a particular policy:

A local authority must exercise its statutory powers in the public interest and
for the purpose of which those powers have been conferred. Political views,
as to the weight to be attached to the various relevant considerations and as
to what is appropriate in the public interest in the light of those considerations
may properly influence the exercise of a statutory discretion. A decision will
not be unlawful merely because some political advantage, such as electoral
popularity, is expected to flow from it, so long as the decision is made for a
legitimate purpose or purposes. Because at some stage in the evolution of a
policy an improper political purpose has been espoused, does not mean that
the policy ultimately adopted is necessarily unlawful. However, a political
purpose extraneous to the statutory purpose can taint a decision with
impropriety. Where there is more than one purpose:

a) The decision will generally be lawful provided that the permitted purpose is
the true and dominant purpose behind the act. This is so even though
some secondary or incidental advantage may be gained for some
purpose, which is outside the authority's powers.

b) The decision will be invalid if there are two purposes one ultra vires and
one intra vires and the ultra vires purpose is a (even if not the) major
purpose of the decision. Accordingly a decision substantially influenced by
a wish to alter the composition of the electorate would be unlawful.

c) Where there is some evidence justifying enquiry, the Court will consider
whether an apparently lawful purpose e.g. home ownership is merely a
colourable device to conceal an illegitimate purpose e.g. electoral
advantage.
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11.

d) Even if those voting for a particular policy at a Council meeting have
perfectly proper reasons in mind, the policy can be tainted by the improper
motives of others who have taken part in the formulation of that policy
although not actually present to vote. As a matter of law it is possible for a
corrupt principal to cause a result through an innocent agent.

OTHER LEGAL IMPLICATIONS

The financial forecasts contained in this report have been prepared and are
submitted as part of the budget process set out in the Council’s Constitution.
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Appendix 11
APPENDIX 11

STATEMENT ON GENERAL FUND BUDGET STRATEGY
BY THE CHIEF FINANCIAL OFFICER
UNDER S.25 LOCAL GOVERNMENT ACT 2003

Section 25 of the Local Government Act 2003 imposes a duty on the Chief Financial
Officer (CFO) to report formally to Council on the following matters:-

e The robustness of the estimates made for the purpose of the calculations (to set
the Council Tax), and

e The adequacy of the proposed financial reserves.

These specific matters are dealt with below but it is important to set the whole of the
2012/13 budget process in the context of the exceptional financial circumstances that
Local Government finds itself in.

Given the continuing uncertainties of the economic environment and the scale of
expenditure reductions required year on year, there will inevitably be significant risks
involved in delivering a balanced budget. Whilst considerable pressure exists on the
Council’s budget because of the severely reduced level of resources available for Local
Authorities in the future, further advanced forward planning to deliver the future year’s
budget savings is in preparation and is absolutely essential.

Past budget processes have been difficult with the £25M gap for 2011/12 being at least
double the largest gap ever faced by the Council since it became a unitary authority. For
the 2012/13 financial year the budget shortfall as published in this report is £13.8M rising
to a cumulative shortfall of £57M by 2014/15 and therefore presents a significant and
ongoing challenge to the Authority.

Whilst therefore the basic methodology for putting the budget together at the Council has
not changed, it must be recognised that the scale of the changes and some of the
measures being introduced do increase the risk built into the budget for 2012/13 and
beyond.

There are a number of specific risks which should be noted which either are or could
adversely impact on the Authorities financial position:

i) Council Tax Freeze Grant — The government has announced a one off non
recurring Council Tax freeze grant for 2012/13, which will fund the equivalent
of the difference between a zero percent and a 2.5% council tax increase. For
2012/13, accepting the grant has a nil impact on the council’s financial
position, but for 2013/14 onwards the impact of not receiving the grant and
having not set the council tax rise at 2.5% for 2012/13 is a £2.1M shortfall in
income which will add to the overall shortfall in the Council’s budget.

My advice to all three political groups was that it was not in the Council’s long
term financial interest to accept the freeze grant.

Whilst understanding the advice given, and cognisant of the impact of
accepting the grant, the Executive are, at the point of preparing this report,



ii)

minded to recommend to Full Council that the Council accepts the council tax
freeze grant in order to lessen the burden on council tax payers and keep
council tax static for 2012/13. The impact of this would however be to increase
the council’s budget shortfall by £2.1M from 2013/14.

Council Tax Referendum — The introduction of a Council Tax (CT)
referendum for CT increases in excess of 3.5% is likely to be a limiting factor in
being able to raise council tax income in the future, as it is felt unlikely that
many Authorities will wish to propose increases which trigger a referendum. If
this were to be true moving forward in Southampton, then CT increases would
be capped at a maximum increase of 3.5% which would limit the ability to use
council tax increases in future as a way to address the ongoing funding
shortfall.

Local Government Settlement — Although the Comprehensive Spending
review (CSR) announced in October last year was for the 4 year period
2011/112 — 2014/15, the government has only announced firm funding for Local
Government for the two year period 2011/12 and 2012/13.

Based on the high level assumptions in the CSR, provision has been made
within the current medium term forecast to manage this risk of reduced
government grant with an assumption that there will a further reduction in
government grant of 7% in both 2013/13 and 2014/15. There is a risk that the
actual reductions in government grant will be in excess of 7% for 2013/14 and
2014/15.

Local Government Resource Review — In addition to not having firm grant
figures for 2013/14 onwards, the government have recently carried out a
Resource Review into the way Local Government is financed. This will alter
the way Local Government is financed from April 2013 onwards, and includes
a system of locally retained business rate income. At this stage, the impact on
the Council’s future financial position is uncertain and this adds a further
element of risk to the budget position for 2013/14 onwards

Localisation of Council Tax Benefit — The move away from a nationally
prescribed scheme for calculating council tax benefit, and the introduction of a
local scheme based on a reduction of 10% in the overall grant available from
the government adds further risk to the budget position. The risks are follows:

a) That the new scheme does not deliver the 10% saving required from April
2013; although it should be possible to mitigate this risk through careful
scheme design.

b) That a shift in demographics or economic conditions will cause an increase
in demand for benefit which cannot be contained within the reduced budget
provision available.

c) That with Council Tax benefit being paid direct to recipients there will be an
increase in council tax arrears due to non payment.



Vi)

vii)

viii)

d) The time period for introducing the new localised system is very tight, with
the new system due to be in place from April 2013.

The Council will seek to limit its exposure to these risks through careful
consideration of the scheme design, and through working closely with its
partner Capita to ensure timely implementation of the new scheme.

Interest Rate Risk — The global financial position coupled with the current
financial crisis in the Eurozone means that there is a considerable amount of
interest rate risk within the overall financial system. The current position of
securing low interest rate variable debt is providing a positive benefit to the
General Fund budget, with borrowing costs significantly lower than they
otherwise would have been through borrowing longer term through higher rate
fixed term loans.

There are specific measures within the budget to provide a way of managing
the risks presented by the current borrowing strategy, namely through the
establishment of the Interest Equalisation Reserve (IER) and the further
contribution of £563,000 to that reserve as part agreeing the 2012/13 budget.

It should be noted however that the IER would only be sufficient to provide for
transitional funding at the point at which the Council begins to convert from
variable rate debt to long term fixed rate debt and that there remains no
recurring budget provision to fund the increased interest costs likely to be
incurred. The likelihood however, is that based on the current economic
conditions, interest rates are likely to stay lower for longer and also the margin
between short term variable debt and long term rates is not anticipated to
narrow to any significant extent. It is likely therefore that the impact of
converting to fixed rate long term debt will materialise towards the end of the
current medium term budget horizon, providing the Council with time to
manage this potential issue in future budget rounds.

Demographic Change and increased Demand — There remains an upward
demographic pressure in social care via an increasing elderly population, and
demand continues to grow for expensive interventions within Children’s
Services. There are specific measures within the proposed budget for 2012/13
through the inclusion of significant sums within the Risk Fund to manage these
budget pressures.

Pending Employment Tribunal Litigation — The Trade Unions are currently
in dispute with the Council following the introduction of revised Terms and
Conditions with effect from 11 July 2011. To date, collective agreement to end
the dispute has not been reached. The Trade Unions are proceeding with a
claim on based on the Council’s alleged failure to consult on the dismissal and
re-engagement of the workforce when the new Terms and Conditions were
introduced.

Notwithstanding that the Council will rigorously defend its actions at the
tribunal; there nevertheless remains a risk that a tribunal could find in favour of



the Trade Unions. The maximum award that a tribunal could award against
the Council is a 90 day gross pay award for each employee who was
dismissed as part of the implementation of the revised Terms and Conditions
and this maximum liability is estimated to be in the region of £12M, (although
an award of this magnitude is considered extremely unlikely).

In order to make provision for defending the litigation and for any possible
award against the council, the Executive have prudently recommended the
setting aside within the 2012/13 budget of £600K on a recurring basis to fund
any costs (including legal costs) which arise from defending the Council’s
position at the Employment Tribunal.

iX) Economic Conditions — The national and international economic conditions
remain uncertain and volatile. The UK has been through a sustained
recession, and the indications are that economic conditions will remain difficult
for some time. At the local level, the recession has impacted on the Council’s
income streams across a range of services, and it is likely that income will be
further impacted in 2012/13. Provision to cover the risk of a further reduction
in income is provided for within the Risk Fund

X) CSR 2014 - Although some way off, the indication from central government is
that the CSR 2014 will be every bit as tough for Local Government as the CSR
2010. Whilst outside the current medium term planning horizon, the potential
impact of this for Southampton will form part of the thinking necessary around
the sustainable changes which will need to be made in the next few years to
ensure the long term viability of service provision.

The Council is required to have regard to this report in approving the budget and CT. It
is appropriate for this report to go first to Cabinet and then to be made available to the
Council in making its final decision.

Notwithstanding the above, as required under Section 25 of the Local Government Act
2003 | would make the following formal comments on the Robustness of the Estimates
and the Adequacy of Reserves:

A) ROBUSTNESS OF ESTIMATES

Budget setting is made up of several estimates some involving quite complex
forecasting. By the very definition of the word, estimates are not factual and the
degree of accuracy will not only vary but also take different periods of time to be
proven to be correct or otherwise.

During the summer of 2011 the Executive, (supported by the Management Board of
Directors), developed a series of detailed budget proposals which were subsequently
published in October. Whilst some figures were changed and new proposals have
been put forward, these have also been validated by the Management Board of



Directors prior to their inclusion in the final proposed budget. There is therefore a
high degree of validation inherent within the final budget proposals.

Key elements within the budget are provisions for inflation on pay and prices,
projected levels of income and achievability of savings. Details of these items are
included in the reports and have already been through the validation process as set
out above. However, there are a number of points to draw out:

)

ii)

Assumptions made in all of the forecasts are basically sound. A zero pay award
has been incorporated into the budget for 2012/13 and for future years the
budget forecast now reflects the announcement made by the Chancellor in his
Autumn Statement to “set public sector pay awards at an average of 1% for
each of the two years after the current pay freeze comes to an end”. Employer
contributions to the Hampshire Local Government Pension will remain at their
current level for the three year period, 2011/12 to 2013/14, equivalent to 19.1%
of pensionable pay, following the actuarial review at 31 March 2010.

The scale of the reductions in local government funding has meant that the
Council has been forced to look at radical options for reducing expenditure
across services. One of these options approved in 2011/12 was to reduce the
terms and conditions of staff to produce ongoing revenue savings. Collective
agreement was not reached as hoped and the process of dismissing and re-
engaging staff after a period of 90 days notice was undertaken. The impact of
this has been managed in 2011/12 but the ongoing dispute has yet to be
resolved, and there is a potential future liability as a result of the employment
tribunal claims submitted by the Trade Unions. The estimates for 2012/13
include a recurring contribution of £600,000 to make provision to cover off this
risk.

Proposals which involve significant change to current structures, systems and
processes, or which have major implications for service design inherently
involve higher levels of risk than those which broadly maintain current
arrangements. At the most practical level those risks begin with the possibility
of slippage and disruption in the transition from old to new arrangements.

The Executives recommendations for efficiencies, income generation and
service reductions now total £13.8M, including £1.0M from changes to the
discretionary redundancy scheme.

Individual savings items have been approved by relevant Executive Directors
and Senior Managers and have been subject to scrutiny by the Management
Board of Directors. Responsibility for actioning any changes in the budgets will
fall to me as CFO, and all savings approved will be actively monitored
throughout the year although responsibility for the delivery of these savings
rests with the relevant Executive Director.

The Council’s external auditor gave an unqualified opinion on the 2010/11
financial statements and an unqualified conclusion on the Council's
arrangements for securing value for money.

The Council has maintained a robust system of budget monitoring and control
evidenced by the small unplanned variances from budget on final outturn in
recent years. Where over spends or under spends have arisen, potential



variances have been identified early enough to enable corrective action to have
effect.

The CFO considers that the financial control arrangements remain sufficiently
robust to maintain adequate and effective control of the budget in 2012/13.

iv)  The current recommendation by the Cabinet retains a general contingency of
£400,000 together with a risk based contingency sum of £6.3M within the Risk
Fund, which should cover any estimation issues or activity changes that arise
during the year.

v)  The current economic climate and national issues surrounding social care and
the safeguarding of children have impacted on the budget. Adequate provision
to cover all of these issues has been included within the final budget proposals
and will be the subject of detailed monitoring throughout the year.

vi) A prudent but realistic view of interest rates has been taken in constructing
estimates for interest charges in 2012/13 budget. Whilst these estimates are
considered to be adequate at this point in time the considerable turbulence
within the financial markets may lead to further consideration. Interest rate
trends and capital financing operations will be monitored closely throughout the
year to facilitate timely action designed to optimise the Authority’s position.

B) ADEQUACY OF PROPOSED FINANCIAL RESERVES

Risk Mitigation — Mindful of the overall risks within the budget, some of which are
specifically highlighted in points i) to x) at the start of this report, (of which some are
not quantified nor have any specific offsetting financial provision within the budget), |
have re-assessed the minimum level of the Council’s General Fund (GF)
reserves/balances.

The current recommended minimum GF reserves/balances is £4.5M, but based on a
revised risk assessment | have recommended that the minimum level of balances be
increased by £0.5M to £5.0M.

Cognisant of my advice, the Executive are recommending to Full Council as part of
their budget for 2012/13 that the minimum level of balances is increased to £5.0M.

It is also worth setting out that the Council does have an excellent track record of
remaining within budget once it has been set, and has never been in the position of
reporting an overall over spend on the General Fund despite some very difficult
recent years in respect of reducing income and escalating social care costs in both
children and adult services.

Issues which it is appropriate to draw specifically to the attention of Cabinet and
Council are detailed below:

i) The Council holds a number of specific reserves for issues like debt write off
that are assessed on an ongoing basis against the specific issues to which they
relate. Review of these provisions forms part of the budget preparations
covered above.



ii)

The general reserves are used to support revenue, capital and strategic
pressures and to provide a working balance.

Details of the use of general reserves are included in the report. The level of
reserves and the projected use is forecast for three years. The minimum level
of balances is recommended by the CFO taking into account issues like the
proposed draw from reserves, the level of risk contained within the budget and
previous experience on potential levels of net over spend.

Best practice guidance issued by CIPFA is followed in determining a level of
reserves based on assessed risks, which are reviewed annually. Based on the
current assessment, the CFO has recommended that the minimum level of
balances should be increased from the current minimum of £4.5M to a new
minimum working balance of £5.0M. There is no legal definition or Audit
Commission recommendation on the absolute level of reserves that any
authority should hold but the risk based approach does provide a consistent,
transparent methodology that can be updated periodically.

Attention is drawn to the level and use of capital resources in the General Fund
Capital Programme report. This identifies that there is currently a forecast
deficit in the funding of the overall capital programme based on a revised
estimate of capital receipts which have been adversely affected by the current
economic climate. The level of deficit is much reduced from the level reported
previously but remains an area to monitor as the deficit is based on estimated
forecast receipts rather than receipts received.

Slippage in capital receipts could also require a further temporary draw from
balances unless accompanied by equivalent slippage in spend. Non-receipt of
any planned income will require a permanent draw from balances or savings to
found in capital programme. In drawing up the capital programme these risk
factors are obviously taken into account but as a backstop position these
potential shortfalls will continue to be reviewed over the longer term and where
possible, be reduced by re-phasing schemes or bringing forward the use of
prudential borrowing. Allowance has been made in the budget for additional
temporary unsupported borrowing.

The Council also has key strategic property and land sites which it has been
holding until market conditions improve. These have been reviewed to ensure
that those held are truly strategic and as a result sites have been identified for
sale which has in part served to reduce the forecast capital deficit. The
categorisation and potential for sale of sites will continue to be actively
monitored and sites held by the Council which are not operational provide a
further source of contingency to reduce the risks outlined in the above
paragraphs.

Levels of borrowing and debt and associated treasury risks are fully covered in
the Treasury Management Strategy and Prudential Indicators report which
appears on the Council agenda. In recognition of the risk associated with the
current strategy the Council is maintaining an Interest Equalisation Reserve,
and as part of setting the 2012/13 | have recommended that the level of this
reserve should be increased further to £2.1M, which | consider to be the prudent
minimum at this time based on the current borrowing strategy.



Section 25 concentrates primarily on the uncertainty within the budget year rather than
the greater uncertainties in future years. However future uncertainties also inform the
need for reserves and balances in the medium term. The current financial position
involving significant savings targets increases the risk of over spending, together with
demand led spending pressures during a recession and potentially higher inflation than
assumed. Funding beyond 2012/13 is uncertain as the Government is proposing a full
review of the distribution of public sector funding. Budget plans for 2013/14 and beyond
must be treated with caution at this stage.

This formal report is part of a continuum of professional advice and is the culmination of
a budget process in which lots of detailed work has already taken place with Executive
Directors, Senior Managers and their teams and Members.

The CFO considers that the budget proposals recommended by the Cabinet are robust
and sustainable. However, there are risks associated with the achievement of
efficiencies and service reductions and robust monitoring arrangements must continue to
ensure savings are delivered within the required timescale. The level of general and
specific reserves together with the contingency sum of £400,000 and the provisions held
within the Risk Fund are sufficient to meet the known risks within the budget, taking
account of the robust financial management framework which the Council has in place.
Overall therefore whilst it is recognised that this budget has elements of risk not
experienced before, it is felt that sufficient mitigating actions are already in place to
accept and to manage those risks.
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DECISION-MAKER: CABINET
COUNCIL

SUBJECT: THE GENERAL FUND CAPITAL PROGRAMME 2011/12
TO 2014/15

DATE OF DECISION: 6 FEBRUARY 2012
15 FEBRUARY 2012

REPORT OF: CABINET MEMBER FOR RESOURCES, LEISURE AND
CULTURE

STATEMENT OF CONFIDENTIALITY

N/A

BRIEF SUMMARY

The purpose of this report is to inform Council of any major changes in the overall
General Fund Capital Programme since it was last reported on 14 September 2011.
This report also outlines the way in which the revised programme has been funded,
reflecting the changes in availability and usage of capital resources.

The net result of the changes in this report is that the current overall programme has
increased by £9.1M. The forecast over programming stands at £751,000 and is much
reduced from the level of £8.1M reported in September 2011.

RECOMMENDATIONS:

CABINET
Recommends that Full Council:

i)  Approve the revised General Fund Capital Programme, which totals
£168.5M (as detailed in paragraph 4) and the use of resources.

ii)  Approve the forecast over programming of £751,000 as detailed in
paragraph 11, which is within the previously approved tolerances and can
be compared to the figure reported to Council in September of £8.1M.

iii)  Note that the reduction in the funding deficit is largely down to additional or
increased forecast future capital receipts where the timing and exact value
is to a degree uncertain.

iv)  Note the forecast funding deficit in 2011/12 as detailed in paragraph 15
that is likely to require temporary borrowing, the revenue implications of
which have been reflected in the budget forecast for the General Fund.

v) Add £4,084,000 to the Environment & Transport capital programme in
2012/13 for Roads which is currently to be funded by direct revenue
financing (£2,672,000), Council Resources (£1,272,000 unsupported
borrowing), on-street parking surplus contributions (£90,000) and other
revenue contributions (£50,000).

vi)  Add £408,000 to the Environment & Transport capital programme for the
Salix Energy Efficiency scheme in 2012/13 to be funded by government
grants.



vii)

viii)

Add £519,000 to the Leisure & Culture capital programme phased
£110,000 in 2012/13, £170,000 in 2013/14 and £239,000 in 2014/15 to
carry out essential works at the Guildhall to be funded by Council
Resources.

Add £805,000 to the Adult Social Care & Health capital programme for
essential refurbishment and improvements at care homes in 2012/13 to be
funded by government grant.

Delegate authority to the Chief Finance Officer in consultation with the
Executive Director of Environment and following consultation with the
Cabinet Member for Environment & Transport and the Cabinet Member for
Resources, Leisure & Culture to add Salix schemes to the capital
programme up to the value of £100,000 per year, funded from a self-
sustaining budget created from savings generated.

Note that the revised General Fund Capital Programme takes into account
the Comprehensive Spending Review (CSR) for 2011/12 and future years.

COUNCIL
It is recommended that Council

i)

Vi)

vii)

Approve the revised General Fund Capital Programme, which totals
£168.5M (as detailed in paragraph 4) and the use of resources.

Approve the forecast over programming of £751,000 as detailed in
paragraph 11, which is within the previously approved tolerances and can
be compared to the figure reported to Council in September of £8.1M.

Note that the reduction in the funding deficit is largely down to additional
or increased forecast future capital receipts where the timing and exact
value is to a degree uncertain.

Note the forecast funding deficit in 2011/12 as detailed in paragraph 15
that is likely to require temporary borrowing, the revenue implications of
which have been reflected in the budget forecast for the General Fund.

Add £4,084,000 to the Environment & Transport capital programme in
2012/13 for Roads which is currently to be funded by direct revenue
financing (£2,672,000), Council Resources (£1,272,000 unsupported
borrowing), on-street parking surplus contributions (£90,000) and other
revenue contributions (£50,000).

Add £408,000 to the Environment & Transport capital programme for the
Salix Energy Efficiency scheme in 2012/13 to be funded by government
grants.

Add £519,000 to the Leisure & Culture capital programme phased
£110,000 in 2012/13, £170,000 in 2013/14 and £239,000 in 2014/15 to
carry out essential works at the Guildhall to be funded by Council
Resources.



viii)

Add £805,000 to the Adult Social Care & Health capital programme for
essential refurbishment and improvements at care homes in 2012/13 to
be funded by government grant.

Delegate authority to the Chief Finance Officer in consultation with the
Executive Director of Environment and following consultation with the
Cabinet Member for Environment & Transport and the Cabinet Member
for Resources, Leisure & Culture to add Salix schemes to the capital
programme up to the value of £100,000 per year, funded from a self-
sustaining budget created from savings generated.

Note that the revised General Fund Capital Programme takes into
account the Comprehensive Spending Review (CSR) for 2011/12 and
future years.

REASONS FOR REPORT RECOMMENDATIONS

1. The update of the Capital Programme is undertaken twice a year in accordance
with Council Policy and is required to enable schemes in the programme to
proceed and to approve additions and changes to the programme.

ALTERNATIVE OPTIONS CONSIDERED AND REJECTED

2.  The update of the Capital Programme is undertaken within the resource
constraints imposed on it. No new schemes can be added unless specific
additional resources are identified. Alternative options for new capital spending
are considered as part of the budget setting process.

DETAIL (Including consultation carried out)
CONSULTATION

3. The General Fund Capital Programme update summarises additions to the
capital programme since September 2011. Each addition to the capital
programme has been subject to the relevant consultation process which now
reflects the key role played by Capital Boards and the developing use of the
Councils project management system Sharepoint. The content of this report has
been subject to consultation with Finance Officers from each portfolio.

THE FORWARD CAPITAL PROGRAMME

4. The following table shows a comparison of the total planned expenditure for each
year with the sums previously approved. The Latest Programme figures include
additions to the programme which are subject to approval of the specific
recommendations.

2011/12 | 2012/13 | 2013/14 | 2014/15 | Later | Total
Years

£000’s | £000’s | £000’s | £000’s | £000’s | £000’s
Latest 94,341 | 44.600| 13,641 716| 15,242 | 168,540
Programme
Sep 2011 103,446 | 31,720 9,327 0| 14,931 | 159,424
Programme
Variance (9,105), 12,880 4,314 716 311 9,116




6.

7.

The above table shows that the General Fund Capital Programme has increased
by £9.1M. With the exception of changes requiring approval detailed in the
recommendations within this report, all other changes have been previously
approved by Council, Cabinet or made under delegated authority. Details of each
portfolio’s programme are shown in Appendix 1.

The change in individual portfolios’ capital programmes is shown in the following

table and a summary of the major variations, together with the source of funding
and the priorities to which they contribute, is detailed in Appendix 2:

Latest Previous Total
Programme|Programme| Change

£000’s £000’s £000’s

Adult Social Care & Health 4,248 3,693 555
Children’s Services & Learning 58,251 57,612 639
Environment & Transport 33,511 29,059 4,452
Housing A — Housing General Fund 8,725 5,884 2,841
Leader’s 5,654 5,754 (100)
Leisure & Culture 35,319 34,800 519
Resources 20,852 20,852 0
Total GF Capital Programme 168,540 159,424 9,116

CAPITAL RESOURCES
The resources which can be used to fund the capital programme are as follows:

e Supported Borrowing

¢ Unsupported Borrowing

e Capital Receipts from the sale of HRA assets

o Capital Receipts from the sale of General Fund assets

e Contributions from third parties

e Central Government Grants

e Grants from other bodies

¢ Direct Revenue Financing (DRF) raised from Council Tax payers or
balances

Capital Receipts from the sale of Right to Buy (RTB) properties are passed to the
General Fund capital programme to support the Housing Association schemes
within the Housing Portfolio.



10.

11.

CHANGES IN AVAILABLE RESOURCES

The additional spending within the Capital programme must be met from
additional sources of finance. The following table shows the resource changes
that have taken place since September 2011:

£000’s
Unsupported Borrowing 1,083
Capital Receipts 7,598
Contributions 1,976
Capital Grants 2,886
Direct Revenue Financing from Portfolios 2,943
Total Change in Available Resources 16,486

The main reasons for the resource changes are detailed in Appendix 3. It should
be noted that the programme takes into account the outcome of the
Comprehensive Spending Review for 2011/12 and future years. This affects
areas such as the roads programme within the Environment & Transport capital
programme which is heavily reliant on grant funding from government each year.

The largest increase in available resources relates to forecast future capital
receipts. The Council has recently reviewed its property portfolio with a view to
selling those assets that are surplus to requirements, thus potentially realising a
significant level of capital receipts. The increased forecast for future capital
receipts and the resulting reduced forecast deficit outlined in this report
represents the first step in this process. It should be noted that the exact total
and timing of such receipts is still very much unknown and will be subject to
change.

The forecast of capital receipts includes a risk factor calculated by Valuation
Services that reduces some receipt values to take account of the uncertainty
inherent in these estimated values. This should mitigate the impact of any
individual changes in receipts and also ensure that an appropriately realistic
forecast is presented. Capital receipts are actively monitored throughout the year
and this will continue.



OVERALL USE OF RESOURCES

resources to finance the General Fund Capital Programme:

12. The following table shows capital expenditure by portfolio and the use of

2011/12|2012/13|2013/14|2014/15| Later | Total
Years

£000’s | £000’s | £000’s | £000’s | £000’s | £000’s
Adult Social Care & 2652| 1.108 488 4.248
Health
Eh"dr.e” sServices& | 35765 15237 3748 200  301| 58,251

earning

Environment & 20550 12,749| 212 33,511
Transport
Housing A - HGF 2,406| 4,013 2,029 277 8,725
Housing B-LS & CS 1,377 603 1,980
Leader’s 2,356| 1,635 1,143 520| 5,654
Leisure & Culture 14,458| 2,460, 3,741 239| 14,421| 35,319
Resources 11,777, 6,795 2,280 20,852
Total GF Capital 94,341| 44,600 13,641|  716| 15,242 168,540
Programme

2011/12(2012/13{2013/14|2014/15| Later | Total

Years

£000’s | £000’s | £000’s | £000’s | £000’s | £000’s
Unsupported Borrowing | 11,632 4,643 899 (2,550)| 14,624
Capital Receipts 8,107 | 18,064| 7,643 9,345 | 43,159
Contributions 6,773 4774 470 2,100 | 14,117
Capital Grants 48,438 | 20,332| 6,009 468 | 5,371 | 80,618
Car Parking Surplus 200 200
DRF from Balances 1,553 3,127 250 207 5,137
DRF from Portfolios 5,451 4,399 78 6| 9,934
Total Financing 82,154 | 55,339 15,349 468 | 14,479 |167,789
Surplus / (Deficit) (12,187) 10,739| 1,708 (248) (763) (751)




13.

14.

15.

16.

17.

18.

19.

The table above shows that following the latest update of the capital programme
there is a deficit of £751,000. This can be compared to the £8.1M deficit
reported to Council in September 2011. The deficit has reduced largely due to
additional forecast future capital receipts. At this stage rather than make any
changes to the existing programme, it is recommended that the Council continue
to “over-programme’ on the basis that in future years the position should improve
as evidenced by the large reduction in the forecast deficit since September. The
deficit represents 0.4% of the overall capital programme which is well within the
limit of 5% set in the Medium Term Financial Strategy and approved on the 13
May 2009.

The overall deficit of £751,000 in the programme will be met from new resources
that will become available in future years or by the use of prudential borrowing,
the costs of which will have to be built into future budget forecasts.

The table also shows that there is deficit funding in 2011/12 of £12.2M. However,
analysis of likely slippage estimates that the size of the cashflow problem should
be less than £10.0M. It is proposed at this stage to manage the deficit in 2011/12
by using delegated powers to prudentially borrow until future receipts allow this to
be reversed and the revenue implications of this have been considered as part of
the budget forecast. There is currently no reserve of receipts to fund expenditure
incurred ahead of related receipts being received.

The funding and cashflow position of the overall capital programme is susceptible
to changes in the estimated value of future capital receipts and their timing. This
has arisen due to the approval of schemes based on future estimates of receipts
and the fact that the reserve of receipts has been exhausted. This situation was
exacerbated by the recession but is a risk which needs to be considered in the
future approach adopted for capital additions. It is intended to move to a position
where schemes are only approved when receipts are received or certain and
when a sufficient reserve of receipts has been built up to protect against volatility
in the timing and level of uncertain future receipts.

Given the lack of spare resources in the programme and the lack of available
capital resources over the past three years, additions to the programme are only
considered in very exceptional circumstances. The proposed capital programme
in this report contains a limited number of items for approval which are detailed
below.

CHANGES TO THE PROGRAMME

A number of changes to the overall programme have been approved at Capital
Boards and via separate reports.

A series of recommendations are included in this report to approve the addition of
£4,492,000 to the Environment & Transport portfolio to reflect the addition of the
financial year 2012/13 to the capital programme for Highways, Integrated
Transport and Salix Energy Efficiency initiatives are also included.



20.

21.

22.

23.

The Council will invest £5.7M next year and £5.4M in future years in highways
infrastructure to help offset the deterioration of the City’s roads and highway
assets. In 2012/13 it is currently planned that this will be funded by £1.3M from
the Local Transport Plan settlement (government grants), £2.7M from DRF,
£1.3M from unsupported borrowing, £145,000 from capital contributions and
£259,000 from other revenue contributions. Of this £4.5M is being added as part
of this update of the capital programme as part of an ongoing investment
programme.

In addition, there will be an investment of £408,000 in energy efficiency initiatives
funded from government grants. The Salix programme delivers capital energy
efficiency works that reduce costs and carbon emissions within Southampton City
Council’s non housing estate. The 2012/13 Salix programme will deliver a
number of energy efficiency projects to include insulation of pipe work and
building fabric, improved lighting, heating and ventilation controls and CHP. The
savings from this will be reinvested up to the level of £100,000 each year to
create a self-sustained budget for ongoing projects which demonstrate
appropriate pay back and which deliver additional savings and contribute to the
sustainability agenda.

A recommendation is included to add a sum of £519,000 to the Leisure & Culture
capital programme for works at the Guildhall. Southampton Guildhall is the iconic
back drop to the new Guildhall Square which has seen many successful large
scale public events following its £4.5M refurbishment in 2010. With the £15M Sea
City Museum opening in April 2012, and the £21M new arts complex opening in
2015, it is essential that the Guildhall remains open to the public, contributing to
the Cultural Quarter identity with a vibrant and inclusive programme of events.
Extending the Guildhall contract with Live Nation puts a commitment on the
Council to keep the building in a defined state of repair. The building condition
definition of “Fit for Purpose” is that the Council will provide the venues in a
sufficient state of repair for Live Nation to safely open the building to staff and the
public in order to provide the Service.

A recommendation is included to add a sum of £805,000 to the Adult Social Care
& Health capital programme in 2012/13 funded from government grant for the
following works.

e National Care Standards and H&S works (£468,000) — This scheme will
involve undertaking internal and external works to all of the Council’s own
Residential Homes. The aim is to improve the safe functioning of each
home, to that end included within this scheme are a series of specific works
identified as necessary to meet the H&S standards. In addition some works
are being proposed that will maximise effective outcomes for users in line
with standards the Council expect from private providers of residential care.

e Replacement of Appliances & Equipment (£80,000) — Many of the internally
provided care services are building based. T o facilitate the provision of
services at these buildings there is a requirement to have certain large items
of equipment such as commercial catering, laundry and ancillary items.
Inevitably, on occasion these items will breakdown and need repair or in
some cases require replacement. It is proposed that the additional funding
for this scheme will enable the replacement and repairs programme that has
existed in prior years to continue at the same level into 2012/13.




e Sembal House Redevelopment (£257,000) — This scheme will involve the
redevelopment and refurbishment of Sembal House. This is required to
enable the relocation of the City Care First Support, (CCFS) team and the
City Limits service. The relocation of City Limits is required to meet a saving
on the lease costs and the current lease for premises in Shirley expires in
April 2012. CCFS is expanding to meet greater numbers of clients and
greater levels of need with the aim of reducing overall long term care needs
for clients. This expansion will mean that the current base at Woodside
Lodge is no longer sufficient in size for the number of staff. In addition there
will remain a day service for severely disabled clients based at Sembal
House, an element of the proposed works will maximise the facilities for this
service. The complete schedule of work proposed will remodel the interior of
the building to meet all of these objectives and provide for the first
redecoration in six years.

NEW SPENDING PRIORITIES PUT FORWARD BY CABINET

24. Due to the current over-programming and lack of additional funding, no new
initiatives, other than those outlined above as consistent with previous policy
decisions are being proposed.

RESOURCE IMPLICATIONS

Capital
25. As set out in the report details.

Revenue

26. This report principally deals with capital. However, the revenue implications
arising from borrowing to support the capital programme are considered as part
of the annual revenue budget setting meetings. In addition any revenue
consequences arising from new capital schemes are considered as part of the
approval process for each individual scheme.

Property

27. There are no specific property implications arising from this report other than the
schemes already referred to within the main body of the report.

Other

28. None

LEGAL IMPLICATIONS

Statutory power to undertake proposals in the report:

29. The General Fund Capital Programme update is prepared in accordance with the
Local Government Acts 1972 — 2003.

Other Legal Implications:

30. None directly, but in preparing this report, the Council has had regard to the
Human Rights Act 1998, the Equality Act 2010, the duty to achieve best value
and statutory guidance issued associated with that, and other associated
legislation.



POLICY FRAMEWORK IMPLICATIONS

31. The update of the Capital Programme forms part of the overall Budget Strategy
of the Council.

AUTHOR: Name: | Andrew Lowe Tel: | 023 8083 2049

E-mail: | Andrew Lowe @southampton.gov.uk

KEY DECISION? Yes/No  YES
WARDS/COMMUNITIES AFFECTED: ALL

SUPPORTING DOCUMENTATION
Non-confidential appendices are in the Members’ Rooms and can be accessed

on-line
Appendices
1. General Fund Capital Programme — Scheme Details
2. Major Variations since September 2011 Capital Update
3. Major Reasons for Changes in Capital Resources
Documents In Members’ Rooms
1. None
Integrated Impact Assessment
Do the implications/subject of the report require an Integrated Impact ¥es/No

Assessment (IIA) to be carried out.

Other Background Documents

Integrated Impact Assessment and Other Background documents available for
inspection at:

Title of Background Paper(s) Relevant Paragraph of the Access to Information
Procedure Rules / Schedule 12A allowing document
to be Exempt/Confidential (if applicable)

1. The General Fund Capital Programme

2010/11 to 2013/14 as approved by Council
on the 14 September 2011.
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Appendix 3

MAJOR CHANGES IN CAPITAL RESOURCES SINCE SEPTEMBER 2011 UPDATE

The main reasons for the resource changes are:

¢ Unsupported Borrowing - £1.1M increase

- £1.3M Highways
- (£0.2M) Cremators

e Capital Receipts - £7.6M increase

- £7.6M net increase in value of assets to be sold

e Capital Grants - £2.9M increase

- £0.9M Disabled Facility Grants

£0.9M Schools Devolved Capital

£0.4M Salix

£0.8M ASCH various works (see recommendations)
- (£0.1M) other net decreases

e Capital Contributions - £2.0M increase

- £1.4M Estate Regeneration
- £0.6M other net increases

¢ Revenue - £2.9M increase

- £2.7M Roads Programme from E&T portfolio
- £0.2M other net increases from portfolios
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