APPENDIX A
N CITY OF
4 Lincoln
\l |/ counc

MEDIUM TERM FINANCIAL STRATEGY

2025-2030




Contents
Foreword

Introduction

Context

Objectives
Policy & Financial Planning Framework

Economic Climate
National Priorities
Local Priorities

Revenue (General Fund)

Spending Pressures
Spending Plans

Spending Assumptions
Resource Assumptions
Bridging the Gap

Revenue Forecast

Risks to the Revenue Budget

General Investment Programme

Capital Spending Plans

Spending Pressures

Resources

General Investment Programme Forecast
Risks to the General Investment Programme

Housing Revenue Account

Housing Revenue Account Business Planning
Spending Pressures

Spending Plans

Spending Assumptions

Resource Assumptions

Releasing Resources

Housing Revenue Account Forecast

Risks to the Housing Revenue Account Budget

Housing Investment Programme

Capital Spending Plans

Spending Pressures

Resources

Housing Investment Programme Forecast
Risks to the Housing Investment Programme

Financial Resilience

Financial Metrics
Management of Risk
Reserves and Balances

Appendices

. General Fund Summary

. Housing Revenue Account Summary
. General Investment Programme

. Housing Investment Programme

. Risk Assessments

. Earmarked Reserves

. Fees and Charges Schedules

~NOoO ok WNPE

Page No

HNYoouohnr

21
21
23
23
27
35
37
37
39
39
39
40
42
42
44
44
44
46
47
48
49
50
50
51
51
51
52
54
54
56
56
61
62

66
67
68
69
70
84
86




Foreword

Welcome to this latest version of the City Council’s Medium Term Financial
Strategy covering the period 2025-2030.

The City of Lincoln Council is a high-performing and innovative organisation, focussed
on providing quality services and delivering outcomes that matter. It’s new Vision 2030
IS an ambitious strategic plan that builds on the progress of Visions 2025 and 2020,
presenting a roadmap to address today’s most pressing issues while embracing
opportunities for a brighter future, helping to transform both the Council and the City
through it’s five strategic priorities.

This Strategy sets out how the Council will use it’s financial resources to underpin it's
new Vision 2030 and strategic priorities. It is the Council’'s commitment to use the
financial resources it employs over the coming years to make a positive difference to

the city and its residents.

The refresh of the MTFS needs to be seen in the context of significant financial
uncertainty for the Council in relation to future Government funding levels. Significant
changes to public sector departmental spending through Phase Il of the Spending
Review, the allocation of this funding to individual authorities through reforms to the
distribution methodologies, and the implementation of a full Business Rates Reset, are
as yet all unknown but all of which have the potential to fundamentally affect the
Council’s funding trajectory and MTFS.

Alongside this financial uncertainty are the potential implications for the Council arising
from the English Devolution White Paper. The White Paper announced in December
2024, which sets out the Government’s plans to widen and deepen devolution in
England and reform local government structures, could have fundamental implications
for all tiers of local government.

Furthermore, the Council continues to face cost and demand pressures, along with
pressures on income streams and new statutory requirements. Cost pressures arising
from; inflation, pay costs, national insurance contributions, maintenance and
construction costs, borrowing costs and reductions in local income streams all have a
significant impact on the Council’s net cost base. The Council also continues to see
increased demand for services, by those who rely on the safety net provided by local
government, driven in part by the cost-of-living crisis and housing shortfall. Due to
Lincoln’s specific set of local socio-economic factors, this places a greater demand on
key services and resource allocation than in most other places. In addition, new
regulatory and statutory requirements add further cost pressures, particularly in
relation to recycling and housing standards/building safety.

These pressures come after a decade of austerity measures and grant reductions,
after a shift to reliance on local taxation as the primary funding source for all councils
(which creates a particular problem for places like Lincoln, with a predominantly low
council tax base), and following budget pressures created as a result of Covid 19 and
spiking inflation in recent years.




While the new Government has stated that it is committed to delivering change,
including a comprehensive set of reforms to return the local government sector to a
sustainable position, and giving local government the certainty it needs by moving
towards multi-year funding settlements to provide long-term stability, the sector is still
in the position of a highly uncertain financial planning period. It is a long time since
the Council had any stability and certainty beyond a one-year timeframe when setting
it's MTFS (the 2025/26 Local Government Finance Settlement being the seventh
consecutive on-year settlement). Only with greater funding certainty through multi-
year settlements and more clarity on financial reform, can the Council undertake
effective financial planning, protect services and meet the needs of residents.

Despite this significant level of uncertainty, based on what is currently known, or can
be reasonably assumed at this stage, the Council continues to face a significant and
widening gap between it's spending requirements and the level of resources it
estimates to receive.

While the Finance Settlement announced a much-welcomed boost to the Council’s
finances in 2025/26, this is of a ‘one-off’ nature and does not address the ongoing cost
and demand pressures that the Council faces and does not provide sufficient
additional funding to close future budget gaps.

These additional one-off resources have provided some financial capacity to; support
the delivery of new schemes and projects as part of Vision 2030; cushion the impact
of short-term cost pressures; and allow the flexibility to reduce the immediate level of
savings required. However, there is still an underlying need to reduce the net cost
base by £1.750m by 2027/28, if the Council is to remain sustainable in the medium
term.

The ability to deliver these further, significant, reductions in the net cost base must be
set in the context of the Council having already delivered, over the last decade and a
half, annual revenue savings of nearly £10.5m. This has already involved the Council
having to take difficult decisions in terms of which services it can continue to provide,
whilst minimising the impact on services most needed by local residents and
businesses, and with each year the challenge gets much harder.

The Council will though continue to build on it's successful financial planning to date,
driving down the net cost of services by implementing changes in the way in which it
operates and delivers services, minimising where possible the impact on service
delivery. Fundamentally though, the Council still believes that the longer-term
approach to closing the funding gap is through economic growth and investment.
Through it’s strategic priorities the Council continues to seek ways to maximise it's tax
bases by creating the right conditions for the economy to grow, to increase Business
Rates income, and to encourage housebuilding to meet growing demand, generating
additional Council Tax. As well as continuing to support this the Council will also seek
through direct interventions, such as the Additional Affordable Homes Programme;
Charterholme SUE etc, to enhance the economic prosperity of the City.

While closing a projected budget gap of this size is a challenge for the Council, it has
confidence in it’s track record of delivering strong financial discipline and that it can
continue to rise to the challenge. It's successful financial planning to date, has enabled




the protection of core services for the people of Lincoln, whilst at the same time
allowing for significant investment in the City and its economy, and delivery of the
Council’s Vision. A significant number of projects, schemes and initiatives have been
implemented and will continue to be as the Council begins the next stage in it’s vision
to deliver Lincoln’s ambitious future, through it’s Vision 2030.

The Council will continue to adopt this successful approach of, carefully balancing the
allocation of resources towards it’'s Vision, while ensuring it maintains a sustainable
financial position and delivers the required reductions in its net cost base.

Jaclyn Gibson, FCCA
Chief Finance Officer




Section 1 = Introduction

The purpose of the MTFS is to set out the overall framework on which the Council
plans and manages its financial resources to ensure that they fit with, and support, the
direction of the Council’s vision and strategic priorities. The Council currently has five
clear strategic priorities, and in order to achieve those priorities the Council must have
a clear and robust financial strategy which focuses on the long-term financial
sustainability of the organisation.

The MTFS draws on a review of the local economic landscape, and the impacts of the
wider national economic and political landscape. It looks ahead over the coming five
financial years to identify the resources likely to be required by the Council to finance
its priorities and meet the financial consequences of the demand for council services.
It also looks ahead to determine the resources likely to be available to the Council over
the same period. This plays a critical role in ensuring that as the Council develops its
key plans and strategies it has a sound understanding of the organisations longer term
financial sustainability which enables decisions to be made that balance the resource
implications of the Council’s policies against financial constraints.

The MTES integrates revenue allocations, savings targets, reserves and capital
investment and provides indicative budgets and future Council Tax and Housing Rent
levels for the period covered by the plan. This approach has been in place for a
number of years now and is an essential part of the budget setting process.

Although the Strategy is set against a medium-term time frame, to fit with the Council’s
corporate planning framework, in principle it will exist for longer as it provides the
overall direction and parameters for financial management at the Council.

Inevitably the Council’s plans will need to evolve and develop in response to new
financial opportunities and risks and new policy directions, this has never been more
evident than in the current climate. Therefore, the Strategy will be reviewed on a
regular basis and at least annually.

The MTFS is underpinned by a sound finance system, coupled with a solid internal
control framework, sufficiently flexible to allow the organisation to respond to changing
demands over time and opportunities that arise.

Objectives

In light of the uncertainty the Council faces in it’s financial planning assumptions and
the forthcoming national reforms to funding mechanisms, which are likely to result in
reduced resources for the Council the the existing objectives of the MTFS have been
reviewed to ensure they remain relevant. As a result, the key overriding objective
continues to be;

e To drive down the Council’s net cost base, in line with available resources, to
ensure it maintains a sound and sustainable financial base, delivering a
balanced budget over the life of the MTFS;

The further objectives that the MTFS seeks to achieve are as follows:




e To ensure the Council uses its reserves and balances carefully, seeking to
maintain robust levels and replenishing where necessary, to address any future
risks and unforeseen events, without jeopardising key services and the delivery
of outcomes;

e To seek to maximise income levels, through maintaining in the short term and
growing over the medium term the Council Tax and Business Rates tax bases,
whilst ensuring that Council Tax rate increases are kept an acceptable level;

e To ensure that the Council’s limited resources are directed towards its Vision
and strategic priorities, redirecting where necessary to allow for improvement
and investment.

e To ensure the Council provides efficient, effective and economic services which
demonstrate value for money.

Policy and Financial Planning Framework

The Council’s Strategic Plan is the thread that links the Council’s integrated policy and
financial planning framework. It is underpinned by the MTFS, which aims to ensure
that all financial resources are directed towards delivery of the vision and flows through
to the Council’s other key plans and strategies, service planning and individual staff
performance appraisals. This ensures that the Council’s vision and strategic priorities
drive the activity and allocation of resources of the Council.

The new Vision 2030 promotes a clear view of the Council’s strategic focus and in
particular its key priorities. These priorities are a commitment by the Council to use
the resources it employs over the coming years to a make a positive difference to the
city and its residents.




Section 2 — Context

In order to set the framework for the Council’s approach to policy and financial planning
it is important to understand the overall national policy context, and economic
conditions as well as the policy and delivery priorities for the Council over the MTFS
period.

Economic Climate

Since late 2021 the UK economy has faced face a volatile and uncertain path,
dominated by rising cost of living pressures for UK households, surging energy costs,
high inflation, weak growth and rising interest rates. However, when the new Labour
Government took over the economy in July 2024, it was at a turning point, benefitting
from the natural swings of the economic cycle with the worst of the crisis, that had
persisted for the last three years, behind it.

e Having stagnated in 2023 with a mild recession over the second half of the
year, momentum in the UK economy picked up since the start of 2024 with
strong growth in the first two quarters. GDP increased by 0.7% in quarter 1 and
by 0.5% in quarter 2, the fastest pace in two years and by more than any other
G7 economy.

¢ Interms of inflation, CPI has now normalised after inflationary shocks resulted
in it peaking at a 41-year high of 11.1% in October 2022 and spending 33
consecutive months above target. It has continued to fall back during the first
two quarters of 2024, starting the year at 4%, reducing to 2% in June, in line
with the Bank of England’s target rate. Prices slightly increased again in July,
up to 2.2%, remaining at that level in August before dropping, unexpectedly by
0.5%, to 1.7% in September, the lowest rate in 3.5 years.

e After 14 consecutive increases in the Bank of England base rate, in response
to rampant inflation with the rate reaching a 16-year high at 5.25%, the first
drop in more than 4-years to 5% was voted by the Bank’s Monetary Policy
Committee (MPC) in August 2024. This was subsequently followed by a
second cut of 0.25% to 4.75% in November.

Despite this upturn in the economy, in July, the new Labour Government published an
audit of public spending which set out £22bn of in-year spending pressures, the vast
majority of which were recuring costs. The Government’s first Budget and Phase 1 of
Spending Review 2025, announced in October, were set in the context of these
funding pressures (further details are set out under National Priorities below) and
announced a large, sustained increase in spending, taxation and borrowing aimed at
boosting investment and long-term economic growth. As a result, the Budget was the
largest fiscal loosening in decades with the consequences being a temporary burst of
economic growth, but higher inflation and a slower fall in interest rates in the near term.



https://commonslibrary.parliament.uk/research-briefings/cbp-9428/

e Despite the initial strong growth, the economy slowed to a near standstill in
quarter 3, with growth of 0.1%, as uncertainty surrounding the new Labour
Government’s first Budget and high interest rates contributed to a loss of the
momentum. As a result of the Autumn Budget announcements, particularly the
looming higher costs of employing people, feeding through into lower
confidence for businesses and households, growth has been weaker than
expected with an anticipated fall of 0.1% in quarter 4. The Bank of England has
also halved its growth forecast for 2025 to 0.75%, down from its previous
estimate of 1.5%. However, while the Bank cut its growth forecast for 2025, it
upgraded its predictions for both 2026 and 2027. The economy is now expected
to grow by 1.5% in both of those years, up from 1.25%.

e With household energy bills increasing again after the energy cap went up in
October and the impact of policies announced in the Budget, CPI went back up
by 2.3% in October, increasing further to 2.6% in November before marginally
falling to 2.5% in December 2024. The Bank of England’s latest forecasts are
that this will rise again quite sharply during 2025, peaking at 3.7% in quarter 3
before starting to fall back towards the 2% target, reaching this by the end of
2027.

e Despite the Bank of England’s previous warnings that inflation would creep
higher and that interest rates were likely to fall a bit slower and not as far as
previously expected, it voted to reduce rates by 0.25% to 4.5% in February
2025, following it’s last rate cut in November 2024 and the third time in six
months. At the time the Bank’s Governor said that further rate cuts should be
expected but that “we will have to judge meeting by meeting how far and how
fast”. He reiterated that a “gradual and careful approach to monetary policy
remains appropriate”.

National Priorities

As set out above the most recent major fiscal event was the new Labour Government’s
Budget and Phase 1 Spending Review 2025, announced in October.

Against a broadly unchanged economic and fiscal backdrop since March, the Budget
delivers a large, sustained, increase in spending, taxation, and borrowing. Budget
policies increase spending by almost £70bn a year over the next five years, of which
two-thirds goes on current and one-third on capital spending.

In total public spending is set to increase as a share of the economy in 2024 from
44.9% to 45.3% of GDP. It then declines gradually thereafter, settling at 44.5% of GDP
by the end of the decade, a level that is almost 5% higher than before the pandemic
and an average of 1.8% of GDP a year higher than forecast in March based on the
plans of the former Government.




Half of the increase in spending is funded through an increase in taxes, mainly on
employer payrolls, on assets, and through greater tax compliance. These raise £36bn
a year in additional revenue and push the tax take to a historic high of 38% of GDP by
2029/30. The other half of the increase in spending is funded by a £32bn a year
increase in borrowing, one of the largest fiscal loosening’s of any fiscal event in recent
decades.

The Government’s decisions in the Budget are intended to boost investment and drive
a higher level of output in the long run. The Budget aims to:

e Put the public finances on a sustainable path by strengthening the fiscal
framework, including announcing new fiscal rules, and taking difficult decisions
on tax, welfare and spending.

e Grow day-to-day departmental spending at an average of 2.0% per year in real
terms between 2023/24 and 2029/30 to support public services, including to
deliver 40,000 extra elective appointments a week and reduce NHS waiting
lists.

e Boost capital investment by over £100 billion over the next five years, including
in transport, housing and research and development (R&D), with a greater
focus on value for money and delivery to help unlock long term growth.

In terms of departmental spending, Phase 1 of the Spending Review resets
departmental resource and capital expenditure budgets for 2024/25 and sets budgets
for 2025/26. This includes providing targeted funding to stabilise and support public
services and delivering a significant increase in public investment in the economy.
Total departmental spending is set to grow by an average of 4.1% per year in real
terms between 2023/24 and 2025/26. It will then continue to grow in real terms over
the remainder of the forecast period, resulting in an average annual real terms growth
rate of 2% from 2023/24 to 2029/30. The plans set out in the Budget mean that
departments’ day-to-day spending (RDEL) will increase by an average of 2.4% in real
terms over the forecast period, equivalent to a real terms increase of £62bn between
2023/24 and 2028/29. The Budget also increases capital spending (CDEL) by over
£100bn over the next five years, with a £13bn increase next year (areal terms increase
of 9.9%), taking total CDEL spending to £131 billion in 2025/26, this equates to an
average annual real increase in CDEL of 2.6% between 2023/24 and 2028/29.

The Budget sets out detailed plans for the 2024/25 and 2025/26 departmental
budgets, across each of the 17 government departments. Beyond 2025/26 the Budget
only sets out the Government’s overall spending envelope, entailing two overall
spending totals (one for total RDEL and one for total CDEL) but provides no detailed
plans for how these are to be divided between each government department — these
will be set in the Government’s planned 2025 Spending Review. Spending Review
2025 moves to Phase 2, which will deliver a new settlement for public services, setting
out long-term plans for improving public services, achieving value for money for
taxpayers, and investing to bring about a decade of national renewal. This is set to
conclude in late Spring 2025 and is most likely to set out departmental spending plans
for at least two more years.

The approach by the new Government of growing day to day spending and boosting
investment, through increasing taxation and borrowing, has alleviated the concerns




that previously existed of a new round of austerity measures. Previous OBR forecasts
had anticipated real-terms cuts in departmental expenditure and the need for spending
restraints, based on the previous Government’s plans.

The Chancellor launched Phase 2 of the Spending Review on 12 December. This
confirms line-by-line reviews of all expenditure as part of a “zero-based review” and
will prioritise delivering the government’s missions. As part of this departments will be
expected to make better use of technology and seek to reform public services, to
support delivery of the government’s plans for a decade of national renewal.

Local Government

There has been great deal uncertainty in local government finance for a number of
years due to a delay in the implementation of local authority funding reforms, volatile
economic factors, and fears of a new round of austerity measures. While the Budget
and Phase 1 of the Spending Review brings some positivity in terms of increases to
public sector departmental expenditure (including local government) and has delivered
some short-term certainty, it still leaves many unanswered questions with Councils
having no greater certainty over their individual resource levels beyond 2025/26.

The Autumn Budget sets out that there will be a real terms increase in core local
government spending power of around 3.2% in 2025/26, including at least £1.3bn of
new grant funding, of which at least £600m will be funding to support social care. In
addition, local authorities are expected to receive around £1.1bn of new funding in
2025/26 through the implementation of the Extended Producer Responsibility scheme
to improve recycling outcomes from January 2025.

The additional funding announced is a much-welcomed boost to council finances in
2025/26, and with overall departmental expenditure budgets set to increase in real
terms over the reminder of the Spending Review period, the overall trajectory for local
government funding looks more positive. However, while this is a step in the right
direction the additional funding announced will only help to meet some, but not all of
the significant cost and demand pressures that councils face and does not provide
sufficient additional funding to close budget gaps and preserve services. As a result,
councils still face a precarious short and long-term future.

Included within the Autumn Budget statement was a commitment to delivering change,
setting a different course for the future, including a comprehensive set of reforms to
return the local government sector to a sustainable position. The Government intends
to reform the approach to funding allocations within the Local Government Finance
Settlement by redistributing funding to ensure that it reflects an up-to-date assessment
of need and local resources. This has started with a deprivation-based approach in
2025/26 with additional funding targeted to the places that need it most. Broader
redistribution of funding will follow through a multi-year settlement from 2026/27. The
Government have also announced, the in the Local Government Finance Policy
Statement, that it intends to reset the Business Rates System, with implementation to
begin in 2026/27.

While the Government has stated that it will give local government the certainty it
needs by moving towards multi-year funding settlement to provide long-term stability




and has set out further details of the planned funding reforms in the Finance Policy
Statement, the sector is still in the position of a highly uncertain financial planning
period. Itis clear that fast and transparent work by the Government on these matters,
or some clear transitional policy up-front of the results of these reviews, will be crucial
to enable councils to set robust budgets.

Only with greater funding certainty through multi-year settlements and more clarity on
financial reforms, can councils undertake effective financial planning, protect services
and meet the needs of residents.

The other main points from the Autumn Budget and Spending Review that are relevant
to local government, specifically District Councils, are as follows:

e The Shared Prosperity Fund will continue for a further year and be worth
£900m, in advance of wider funding reforms.

e The Government will provide £233m of additional spending in 2025/26 to
prevent homelessness. This suggests the Homelessness Prevention Grant
continuing for another year.

e Local Housing Allowance (LHA) will be not uprated in April 2025 to reflect 30%
rents in the private rented sector. LHA will be frozen at 2024 rates.

e Housing benefit subsidy rates for temporary accommodation will remain at their
current level.

e There will be an £86m increase to the Disabled Facilities Grant in 2025/26.

e As announced by the Chancellor prior to the Budget, there were positive
measures to support councils with affordable housing:

o £500m increase to the Affordable Homes Programme in 2025-26.

o Right to Buy: councils will be permanently allowed to retain 100% of receipts
locally and discount levels will revert to pre-2012 levels from 21st November.

o Five-year rent settlement for social housing landlords: rents will rise by
Consumer Price Index +1% each year during the period.

e The Government is extending the discounted Public Works Loan Board
Housing Revenue Account lending rate until March 2026.

¢ In relation to Business Rates, key announcements included:

o 40% business rates relief for retail, hospitality and leisure businesses, up to
a total relief of £110,000 per business, in 2025/26;

o freezing the small business multiplier in 2025/26, with a full CPI increase to
the standard multiplier; and

o an intention to introduce new, permanently lower multipliers for retail,
hospitality and leisure properties with a rateable value under £500,000,
funded by a new higher multiplier on all properties with a rateable value of
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£500,000 and above, which includes the majority of large distribution
warehouses including those used by large online retailers.

o Councils will be fully compensated for the impact of these measures and the
cost of administering the changes

o Alongside the Budget, the Government published a discussion paper on
business rates reform.

e There were key announcements which will affect Council’s as employer’s:

o National Insurance contributions will increase from 13.8% to 15.0% from
April 2025, with a reduction to the per-employee threshold at which
employers become liable to pay National Insurance to £5,000.

o National Living Wage will increase by 6.7% to £12.21. Minimum wage for
18- to 20-year-olds will increase by 16% to £10 per hour.

e The Government will provide £1bn to extend the Household Support Fund and
Discretionary Housing Payments in 2025/26.

e The Spending Review provides over £1bn next year towards the Warm Homes
Plan (which has a local grant element) and a guarantee of investment of an
initial £3.4bn towards heat decarbonisation and household energy efficiency
between 2025/26 and 2027/28.

e The Spending Review also provides over £1bn of funding over three years to
fund hundreds of local energy schemes to help decarbonise the public estate
through the Public Sector Decarbonisation Scheme.

Fair Funding Review and Business Rates Reset

As set out above the Government intends to reform the approach to funding allocations
within the Local Government Finance Settlement and also intends to reset the
business rates system. These are two fundamental reforms to the mechanisms of local
government funding, which will have significant impacts on the level of resources for
each council.

The history of these reforms goes back a number of years to 2018-2020. However,
implementation has been successively delayed, primarily due to Covid19, Brexit, in
order to provide local authorities with financial stability while responding to the
economic shocks experienced’ and more recently until after the General Election.

Included within the Autumn Budget statement was a commitment to delivering change,
setting a different course for the future, including a comprehensive set of reforms to
return the local government sector to a sustainable position. The Government intends
to reform the approach to funding allocations within the Local Government Finance
Settlement by redistributing funding to ensure that it reflects an up-to-date assessment
of need and local resources. This has started with a deprivation-based approach in
2025/26 with additional funding targeted to the places that need it most through the
new Recovery Grant.
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From 2026/27, the Local Government Finance Policy Statement set out the
Government’s intentions to fundamentally improve the way councils are funded and
direct funding to where it is most needed. The reforms will build on the proposals set
out in the previous Government’s review of Relative Needs and Resources (the Fair
Funding Review), using the best available evidence to inform local authority funding
allocations. This will be based on an up-to-date assessment of need and local
resources, targeting money towards areas with greater need and demand for services
and less ability to raise income locally.

A reset of the business rates system will also be introduced alongside the assessment
of needs and resources. The Government intends to implement a full reset the
business rates retention system, to better reflect how much local authorities are
actually collecting in business rates, as was originally intended when the previous
government established the system. This reset has the effect of wiping out any
business rate gains that individual authorities have built since the launch of the current
system in 2013/14. This has significant financial implications for the majority of
councils, for those below their baselines this would be a positive move, but it presents
a serious threat to those with high growth above baselines, with a punitive, cliff-edge
reset.

An initial consultation on the objectives and principles of the Government’s proposed
approach was launched alongside the Local Government Finance Settlement
2025/26. The consultation focusses on the objectives and principles for the review.
There are no numbers throughout. The aim is to establish consensus around the
approach to the review, which will govern later steps and also narrow the scope for
debate.

The proposals are set in a broader context of a planned shift of power away from the
centre towards people and communities, including through the English Devolution
White Paper, and efforts to set out and measure progress on key services and
outcomes and to secure the highest standards in local government. There are further
references to simplifying and consolidating the funding landscape; more emphasis on
prevention, through place-based plans; identifying excessively burdensome activities
and streamlining and rationalising reporting and evaluation requirements; and
increasing flexibilities for fees and charges.

The move towards an updated system will be gradual and the Government will invite
views on possible transitional arrangements to determine how local authorities reach
their new funding allocations.

Further consultation on the technical detail on the planned reset of accumulated
business rates retention growth is planned for early 2025. The Government will then
develop, publish and consult on a detailed plan for reform ahead of the provisional
Settlement for 2026/27. Implementation of these reforms will begin through the multi-
year Settlement in 2026/27.

Local Government Financial Resilience

After a decade of austerity measures (equating to a 22.2% real terms cut since
2010/11), budget pressures created as a result Covid19, spiking inflation and wage
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costs in recent years and growing demand for services, Council finances in England
are under pressure like never before, with an unprecedented number of councils now
in financial crisis.

The scale of pressures facing the sector was demonstrated in February 2024 when
the then Department of Levelling Up, Housing and Communities (DLUCH) took the
unprecedented step of announcing that eighteen councils would receive exceptional
financial support (EFS) in 2024/25 to address financial pressures that the councils
considered unmanageable (under the EFS framework, local authorities can request
support from central government, the Government usually then grants that support in
the form of capitalisation directions). All but two of the eighteen councils had social
care responsibilities. This meant that the sector entered 2024/25 with more than 1 in
10 social care councils dependent on a significant one-off relaxation of the financial
framework to secure their financial sustainability.

A recent survey by the Local Government Association (LGA) found that one in four
councils were likely to apply or EFS in either 2025/26, 2026/27 or both years, with the
number rising to 44% for those with social care responsibilities, if the Government did
not provide additional funding.

While the underlying reasons for the unprecedented level of emergency support varies
across the councils, the sheer scale of this intervention by the Government reveals the
extraordinary funding emergency facing local government and indicates the risk of
financial failure is potentially becoming systematic.

Recent analysis by the LGA has revealed that councils in England face a funding gap
of £2.3bn in 2025/26, rising to £3.9bn in 2026/27, a £6.2bn shortfall across the two
years. And this needs to be seen in the context of the estimated £24.5bn in cuts and
efficiencies in service spending that councils made between 2010/11 and 2022/23. If
councils’ net service spend had grown in line with inflation, wage growth,
demographics and drivers since 2010/11 it would have been a 42% higher in 2022/23
than actual service spend in 2022/23. Councils have had to absorb these huge
pressures through services cuts and efficiency.

With limited further capacity to make further service cuts, councils are now increasingly
having to draw on their financial reserves to manage these cost pressures and balance
their budgets. Councils’ un-ringfenced reserves fell by £1.7bn in 2022/23 and £1.1bn
in 2023/24. Some 42 % of councils drew on their reserves in both years. The LGA is
clear that the use of reserves is not a sustainable solution to current budget pressures
— reserves can only be spent once.

In it’s submission to the Treasury ahead of the Autumn Budget the Chair of the LGA
said “Councils are the key to delivering the Government’s priorities, but the risk of
financial failure across local government is potentially becoming systemic. Councils
already face a funding black hole of more than £2bn next year. Having already
delivered £24.5bn in cuts and efficiencies, any further cuts on top of this would be
disastrous. The Government needs to take action to provide councils with financial
stability and certainty in order to unlock their full potential. Immediate financial support
and long-term funding reform and certainty — alongside a focus on preventative
spending - are essential to protect services and enable councils to fully contribute to
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the Government's agenda, from social care to housing, economic growth and tackling
climate change.”

In addition, in January 2024, the House of Commons Levelling Up, Homes and
Communities Committee published a report on financial distress in local authorities.
The report backed calls for an injection of £4bn or risk severe impact to council
services and the prospect of further councils in England facing effective bankruptcy.
The MPs said their report points to a systemic underfunding of local councils in
England, and they have called on the next government to reform council tax and the
wider funding system for local authorities “to ensure council finances are put on a
sustainable footing”.

More recently, in December 2024, the Housing, Communities and Local Government
Committee has launched an inquiry looking at whether the local government finance
system in England is fit for purpose. The inquiry will examine the significant funding
pressures in local government and will also look at the level of control which local
authorities have over both the funding they receive and their costs for providing
services.

While it is reassuring that the new Government has recognised the financial
challenges facing the sector and has provided some additional financial support for
2025/26, these only brings a temporary reprieve until a longer term, more sustainable
funding plan is in place to sufficiently fund local services. It remains to be seen whether
Phase 2 of the Spending Review will deliver the Government’s commitment to provide
financial stability and certainty through long-term funding settlements and what if any
further additional funding this might include.

English Devolution White Paper

In December 2024, the Ministry of Housing, Communities and Local Government
(MHCLG) published its English Devolution White Paper.

The White Paper sets out the government’s plans to widen and deepen devolution in
England and reform local government structures. Central to the proposals is the
ambition to extend devolution to all parts of the country, enhancing powers for mayors
and replacing two-tier local government with single-tier unitary authorities.

This is a wide-ranging document and includes the following proposals:

« The Government has stated its aim that all parts of England should have a
Strategic Authority (a Combined Authority of some shape or form). It will
legislate for a ministerial directive to help achieve this where local proposals
are not forthcoming within a set time period.

« The Government wants to see all of England benefit from devolution. By
completing the map, the Government will oversee the rebalancing of power
from central government so that local leaders can take back control and
increase prosperity for local people. It is the government’s strong preference
that in filling the map, places do so with a Mayor over a strategic geography.
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o A legal framework will set out the powers which go with each type of authority,
with the most far-reaching and flexible powers going to Mayoral Strategic
Authorities. Mayoral Strategic Authorities will move to simple majority voting
where possible.

o Established Mayoral Strategic Authorities will become eligible for the Integrated
Settlement, which will commence at the following Spending Review provided a
sufficient preparation period has passed.

o The Government will facilitate a programme of reorganisation for two-tier areas
and unitary councils where there is evidence of failure or where their size or
boundaries may be hindering their ability to deliver sustainable and high-quality
public services. This is a longer-term programme, with a target of an ambitious
first wave in this Parliament. The target size of new unitaries is 500,000
residents or more, but decisions will be taken on a case-by-case basis.

e The Government will fundamentally reform the local audit system, rebuilding
the vital early warning system to recover a key part of assurance mechanisms,
restore local government standards, and ensure transparency, and avoid
returning to a bloated Audit Commission or allow mission creep to expand the
remit of government bodies in the sector. As a first step, the Government will
close the Office for Local Government.

e The Government will pursue an ambition to realign public authority boundaries,
so that over time, public services are delivered over the same areas as
Strategic Authority boundaries. The Government’s long-term aim is for public
service boundaries — including those of police, probation, fire and health
services — and those of Strategic Authorities, to align.

This is the first major policy statement on local government since the White Paper
‘Strong and Prosperous Communities’ in 2006. Reforms in this White Paper will have
a significant impact on every council and poses a patrticular threat to district councils
and the frontline services they deliver.

The potential creation of unitary authorities would impact all of the Councils in
Lincolnshire, which currently operates in a two-tier system with a County and 7 District
Councils. As further details are announced in the forthcoming months, the impact on
the Council is set to become clearer.

In advance of the publication of the White Paper, Greater Lincolnshire (incorporating
Lincolnshire County Council and North and North East Lincolnshire Unitaries) had
secured a devolution deal for the creation of a Mayoral Combined Authority from May
2025. While the devolution deal provides funding and some more localised decision
making via an elected Mayor and as such could create opportunities for such as
housing provision, with dedicated funding to increase delivery, the creation of the MCA
also brings some financial risks to the Council. Currently there are a number of funding
streams i.e UKSPF, Homes England, Affordable Homes Programme, that are
allocated directly to the Council, with the creation of the MCA there is a high likelihood
that funding will instead be channelled through there and will be subject to allocation
in line with it’s priorities. UKSPF allocations for 2025/26 have already been announced
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at the strategic authority level. This creates a risk that the Council will no longer be
able to access funding opportunities and ensure they are used in accordance with the
needs of the City, it’s residents and businesses and could also limit funding to take
forward key projects in support of Vision 2030.

Planning Reforms

In December 2024, the Government published its response to the National Planning
Policy Framework (NPPF) consultation. As part of its plan to significantly reform the
planning system, the Government has introduced new immediate mandatory housing
targets for councils to deliver growth in housebuilding, with councils required to adopt
up-to-date local plans or develop new plans that work for their communities. These
housing targets, aimed to deliver 1.5 million new homes by 2029, will require councils
across country to build 370,000 homes annually, with higher targets set for areas
facing severe affordability issues.

For the Central Lincolnshire Partnership, which consists of Lincoln, West Lindsey
District Council and North Kesteven District Council the housing targets have
increased by 40% from 1,102 to 1,552, allocated as: Lincoln 413; West Lindsey 487
and North Kesteven 652 per year. These are extremely ambitious targets.

The updated NPPF encourage development on brownfield sites first and reviewing
"grey belt" land for potential use while ensuring greenbelt protections remain strict.
Additionally, developers will face new “golden rules,” requiring infrastructure and
affordable housing as part of any new projects. To support the changes, councils will
receive £100 million in funding to hire staff and conduct technical studies, with an aim
to recruit an additional 300 planning officers nationwide. The government has also
introduced measures like a New Homes Accelerator and increased housing
guarantees to unblock stalled developments and support small-scale builders.

A consultation will take place in early 2025 to explore further updates to the planning
system, aiming to simplify processes and ensure local authorities adopt up-to-date
plans within clear timelines.

In response to the changes, the LGA have said that there must be a collaborative
approach between Government and councils to tackle local housing challenges, with
councils and communities best placed to make decisions on how to manage
competing demand for land use through the local plan-led system. Planning reform
also needs to be supported by further work to tackle workforce challenges, and
government must work with councils to ensure there is a suitable pipeline of
sustainable sites, which once allocated in a Local Plan or given planning permission,
are built out.

The implications for the Council of the new NPPF are broad, ranging from direct
impacts on the planning team and committee, to direct delivery of new homes by the
Council through the Housing Revenue Account and market housing e.g Charterholme,
but also through it’s influence in the City with other house builders and the identification
and development of suitable sites in order to achieve the ambitious, mandatory,
housing targets.
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Local Priorities
City Profile

Lincoln is a cathedral city, and is one of the oldest cities in Britain, with an estimated
population of around 102,545 taken from the Office for National Statistics (ONS) mid-
year population estimate for 2022. Lincoln also ranked the seventh most densely
populated local authority area out of 16 CIPFA nearest neighbours, taken from the
Office for National Statistics (ONS) mid-year population estimate for 2022.

Although the population of Lincoln is estimated at over 100,000, many non-Lincoln
residents visit the city during the daytime, boosting the local economy but also putting
immense pressure on local services and infrastructure.

Based on the mid-year estimates, in the ten years, from 2012 to 2022, Lincoln has
seen 11.2% increase in the number of people who live here and subsequently the
number of usual residents in Lincoln per square kilometre increased to 2,873 between
2012 and 2022.

As expected, a high level of the population continues to fall within the younger age
bracket. In 2021-2022, there were 17,975 students at the University of Lincoln and
2,370 students at Bishop Grosseteste University.

Lincoln remains a young City with 35.3% of the population in the 15-34 age bracket.
In Lincoln as a whole, the most common age group shown in the Office for National
Statistics (ONS) mid-year population estimate for 2022 was 20-24, 12.6% of the
population.

The largest change in population in Lincoln as shown in the Census 2021 was in the
age group 70-74, which saw an increase of 33.2% in population (996 people) between
2011 and 2021. The age groups 5-9 (+25.4%), 20-24 (+21.4%), 30-34 (+20.4%) and
55-59 (+26.8%) also saw relatively large increases.

In comparison, the age group 45-49 saw the largest decrease in population in Lincoln
by 8.9% (549 people) during the ten-year-period. The age groups 0-4 (-7.2%), 40-44
(-1.2%), 80-84 (-2.2%) and 85-89 (-3.1%) also saw decreases in population between
these years.

In terms of the economy, the city continues to face a number of challenges. Before the
pandemic the City’s business base had been growing consistently for some years,
with almost 95% of new businesses surviving their first year in 2020. In 2021, Lincoln
had 335 business births with 325 (97%) of those surviving their first year, an increase
of 1.8% on the previous year, this follows a continuous upward trend since 2018.
Lincoln had the highest survival rate of businesses in their first year of trading
compared to CIPFA nearest neighbours. Throughout the pandemic the Council
worked hard to mitigate business failure and unemployment rates, distributing grants
to businesses, working with partners across the City to support the High Street,
through direct investment in the City and progression of the Towns Fund bid as well
as other measures.
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Nevertheless, lockdowns and Covid restrictions have had a major impact on the local
economy with many businesses forced to close or make staff redundant. As of October
2023, 11,717 residents within the city were claiming Universal Credit, of which 6,982
were not in employment and 4,735 were in employment. Lincoln has the 7 highest
number of Universal Credit claimants when compared with it's nearest neighbours,
with a total figure of 2,900 claimants in March 2024 (NOMIS 2024).

However, during 2023, we have seen median gross annual pay rate rise for part-time
and full-time workers. We have 81.6% of 16-64 year-olds who are economically active,
and a ‘job density’ (the level of jobs per resident) of 0.88, which is higher than both the
East Midlands and England rates.

Lincoln’s job density increased to 0.95 in 2022, alongside increasing rates in both
England and the East midlands for 2022. Job density in Lincoln remains higher than
the regional average of 0.81 and national average 0.87.

The number of Local Council Tax Support claimants had reduced year-on-year since
2013, but for the first time in 2020 we saw a rise in claimants, though this has
subsequently continued to fall since. As of April 2024, we had 8,281 claimants.

As of December 2023, 0.4% of properties fall within council tax bands G and H, and
80% fall within the lowest bands A or B. The remaining 19.6% of properties fell within
the remaining council tax bands C, D, E and F.

Like many places, Lincoln is made up of areas of relative affluence, and relative
deprivation. The Indices of Multiple Deprivation 2019 shows Lincoln as 68th of 317
Local Authorities. The three domains that Lincoln has scored higher in the rankings
are in crime, housing and living environment. These are all in the lowest (9.3%)
weighting. Health remains Lincoln’s worst domain ranking.

Both male and female life expectancies continue to be lower than national averages
between 2020-2022 with male life expectancy decreasing to 75.8 years, a decrease
of 0.3 years compared to 76.1 years reported in 2018-2020.

However, female life expectancy increased slightly from the 2018-20 figure of 80.9
years to 81 years in 2020-2022, an increase of 0.1 years. Under 75 mortality rates of
heart disease and cancer have seen an increase and Lincoln still ranks high amongst
our nearest neighbours.

The Census 2021 recorded that there were approximately 42,500 households in the
city which has increased since the last Census undertaken in 2011 which reported a
figure of 39,825 households. City of Lincoln Council is landlord to approximately 7,800
of these. Despite the fact that housing is generally more affordable in Lincoln than
elsewhere, there is still substantial demand for social housing of different types.

The ongoing cost-of-living crisis, compounded by the residual impact of Covid19, is
being felt, and will continue to be felt hardest, by the most vulnerable members of the
City. Those who are the most economically disadvantaged have experienced these
crises differently as they interlink with existing health inequalities and social conditions
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and increase existing adversity: financial difficulties, unemployment, loneliness, social
isolation, all of which have been intensified since the pandemic.

These factors place significant demands on key services and resource allocation and
are a key driver in the development of the Council’s Vision for the future of the City, its
strategic priorities and its response to the recovery of the City and its economy
following the impact of the pandemic and now the economic shocks that are being felt
by the cost of living crisis.

Vision 2030

The Council’'s Vision sets out the Council’s vision for the future of the City, strategic
priorities and core values.

The Council’s current vision is;
"Together, let’s deliver Lincoln’s ambitious future™

Underpinning this vision are five strategic priorities, each with a number of supporting
aspirations. The aspirations are in turn supported by groups of projects that have been
delivered by the Council and it’s partners. The five strategic priorities are:

e Let’s drive inclusive and sustainable, economic growth
e Let’s reduce all kinds of inequality

e Let’s deliver quality housing

¢ Let’s enhance our remarkable place

e Let’s address the challenge of climate change

The delivery of the five strategic priorities is underpinned by the ‘One Council’
approach, which covers:

Organisational development
Best use of assets
Technology

Creating value processes

One Council aims to put the customer at the heart of everything the Council does and
strives to make sure that when they access council services, they receive the support
they need and have a good experience.

Additionally, the vision includes a set of core values which sum up the Council’s
culture, and what can be expected from its services and policies. They should also be
present in the way its officers and member deal with others, its residents, and its
partners. The core values are:

e Let’s be approachable

e Let’s be innovative
e Let’'s be trusted to deliver
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The Council’s current Vision 2025, and it's supporting delivery plans comes to a
natural conclusion in March 2025, while the Council is proud of all it has achieved with
Vision 2025 there is much more to do to make Lincoln achieve its potential, while
improving the lives of it’s residents, businesses and communities and progressing the
council’s long-term vision. The Council’s new Vision 2030 builds upon it’s progress of
Vision 2025 and 2020 and forms phase three of the Council’s vision for the City. It
presents a roadmap to address today’s most pressing issues while embracing
opportunities for the future, progressing a vision for both the City and Council through
to 2030.

The actions and projects within the new Vision have been developed by drawing on
Lincoln’s City Profile, performance data, feedback from communities and partners,
assessment of the impact of key challenges and opportunities and reviewing progress
with existing key projects and programmes. These actions and projects will cover both
the General Fund and the Housing Revenue Account and the capital programmes.

Recognising the potential impacts of national policy changes in a number of areas,
alongside devolution and local government reform, the action plans supporting Vision
2030 prioritise it’s first 12 to 18 months, ensuring adaptability to legislative, policy and
economic changes.

In developing Vision 2030 it has been acknowledged that the Council still has a
significant financial savings target to realise over the period of the MTFS so there does
have to be a careful balance between delivering a range of new projects that will make
a real difference for the City and the need to keep tight control of the council’s financial
position and also provide the capacity to deliver against both. This balance will be
achieved by creating a mix of exciting, high-profile projects that will shape the future
of the City, with a range of other projects in keeping with the financial and officer
capacity available for delivery.

The Council cannot achieve it’s vision alone, success requires strong partnerships,
shared commitments, and collective determination to ensure Lincoln continues to be
a city that works for everyone. Key to delivery of a new vision will be the ability to
continue to attract external funding, work in partnership with others and
reallocate/repurpose existing, limited, resources. These internal resources will be
available in the form of; one off ‘additional’ resources in 2025/26, through earmarked
reserves, borrowing capacity (within the HRA), from capital budgets set aside and from
unallocated capital receipts. The attraction of external grants remains a critical element
of the Council’s Vision and plans.

Despite the challenges posed to the Council’s financial position it remains committed
to seeking to deliver against it’s strategic priorities and longer term vision.
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Section 3 — Revenue (General Fund)

Spending Pressures

Local Authorities continue to face cost and demand pressures, along with pressures
on income streams and new statutory requirements. The Council’s own financial
position is no different to this; inflation, pay awards, national insurance contribution
increases, maintenance and construction costs, borrowing costs and reductions in
local income streams all have a significant impact on the Council’s cost base. In
addition, the Council continues to see increased demand for services, by those who
rely on the safety net provided by local government, driven in part by the cost-of-living
crisis and housing shortfall. Due to Lincoln’s specific set of local socio-economic
factors this places a greater demand on key services and resource allocation than in
most other places.

Together these factors create a situation of the Council’'s cost base increasing at a
greater pace than the funding received from local taxation and Government funding.

These escalating cost, demand and income pressures have arisen across a number
of key areas:

e Cost inflation: the prolonged period of high price inflation has had a big impact
on the cost of core services. The Council has a number of key service contracts,
for front line services e.g. waste collection, street cleansing, grounds
maintenance, housing repairs etc, that are linked to annual contractual
inflationary increases. The cost of these has significantly increased.

e Demand increases and temporary and supported (exempt) accommodation:
cost-of-living pressures have increased demand for a range of council services
and contributed to an increased demand for temporary accommodation. While
the Council can reclaim an element of these costs through the housing subsidy
system, the amount that can be reclaimed is limited to 90% of the Local Housing
Allowance (LHA) rates from January 2011. The gap between actual rents and
the LHA rates becomes wider and less reflective each year and leaves the
Council in the position of having to ‘make up’ significant shortfalls between
housing benefit subsidy and the cost of temporary accommodation. In addition,
an increase in the number of supported (exempt) accommodations claims in
non-housing association properties has significantly escalated the cost to the
Council. If the supported accommodation is provided by a voluntary
organisation or a registered charity that is not a housing association, the
subsidy rules mean that the council does not receive 100% subsidy on the rent
paid. With an increase in this type of accommodation, the Council is left bridging
the gap between rent paid and amount it can recover via the subsidy system.

e Wage inflation: staff costs make up a significant percentage of council
expenditure. Recent pay agreements, negotiated by the National Employers
side, whilst recognising the below inflation pay increases of local government
workers in recent years, have placed a significant additional burden on local
authorities. In addition, the announcement in the Autumn Budget to increase
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Employer National Insurance contributions from April 2025 has also
significantly increased the Council’s salary costs. While nationally, additional
funding of £515m has been announced, the Council’s estimated allocation is
significantly lower than the actual increased costs it will incur. Funding is
estimated to be only c47% of the actual increased costs.

e Limits to council tax revenue: District councils are more dependent on locally
raised income than other councils but are subject to tighter Council Tax limits.
The district council precept makes up only 14% of the total Council Tax bill.
Councils are also restricted by referendum limits on it’s annual increases, which
have fallen significantly below the levels of inflation experienced in recent years.
In addition, the collection of Council Tax income remains challenging with
collection rates lower than pre-pandemic levels, due to the current pressure on
household incomes.

e Reduction in Sales, Fees and Charges income: income primarily of a
development nature e.g. from planning applications, land charges and building
control remains at depressed levels due to pressures in the construction and
housing market as the ongoing economic climate and cost-of-living crisis
continues to impact on development within the city.

e Construction and capital costs: the cost of delivering building and maintenance
schemes has escalated due to inflationary pressures borne by contractors as
well as labour shortages, material shortages and supply chain issues. In
addition, the cost of borrowing to fund capital schemes is also increasingly
impacting on the affordability of projects and the costs borne by the revenue
funds.

In addition to the cost and demand pressures for existing services, over recent years
there have been more and more new burdens placed on councils with little or no
additional funding. A key risk that the Council currently faces is in relation to new
statutory requirements under the Governments Simpler Recycling in England Policy.
From April 2026 the Council will be required to implement a weekly food waste
collection service, this will be the largest change to waste collection services in Lincoln
since the introduction of wheeled bins, as well as separately collecting paper and
cardboard from other dry recycling. The costs of implementing weekly food waste
collections will have both significant transitional and ongoing operating cost
implications for the Council. While the Government have committed to providing
additional funding for the cost of transition and ongoing service delivery through the
new burdens regime, as yet there has been no confirmation of revenue funding
allocations and no public timeline for when this will be announced. It is also not clear
whether the revenue funding allocations will take into consideration the varying
delivery arrangements that councils operate e.g. the Council contracts out it’s service
delivery and as such the revenue costs it incurs include the cost of vehicle provision,
whereas other council’s outright purchase the refuse vehicles and do not pay for these
as a revenue cost. Initial estimates indicate that this new service may cost in the
region of £0.5m - £0.6m p.a. At this stage in the development of the MTFS no
estimates of additional expenditure or income have yet been assumed, work continues
on developing these budget estimates. Until such time as the Government announces
the level of new burdens funding, this remains a significant risk to the Council.
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While assumptions were made in the previous MTFS, as a result of further
developments over the last 12 months and to address the impact of new and emerging
challenges, further, permanent, increases in the Council’s net cost base have been
required in this MTFES. This only widens the gap between the cost of providing the
Council’s services and income it receives from local taxation and government funding.

Spending Plans

The MTFS is central to identifying the Council’s financial capacity to deliver its vision
and strategic priorities, this requires a balance to be struck between the need to
support the delivery of the vision with the need to maintain a sustainable financial
position. This balance has become extremely difficult in recent years given the
Council’s financial position and a need to continue to reduce the net cost base.

In developing the new Vision 2030 it has been acknowledged that the Council still has
a significant financial savings target to realise over the period of the MTFS so there
does have to be a careful balance between delivering a range of new projects that will
make a real difference for the City and the need to keep tight control of the council’s
financial position and also provide the capacity to deliver against both. This balance
will be achieved by creating a mix of exciting, high-profile projects that will shape the
future of the City, with a range of other projects in keeping with the financial and officer
capacity available for delivery.

The MTFS provides for the allocation of £1m of revenue resources to support the
Council’s the new Vision 2030, this is a one-off allocation and will be released in
phases over the 5-year plan, with an initial allocation of £0.482m in 2025/26. These
additional resources have been made available as a result of previous years
underspends and from additional resources allocated in the Finance Settlement
2025/26 and the continuation of business rates pooling in 2025/26. In addition, other
revenue resources from existing budgets and earmarked reserves will also support
the delivery of new actions and projects in Vision 2030.

In light of the financial challenges the Council continues to face, the key to delivery of
the new Vision will be the ability to continue to attract external funding, work in
partnership with others and reallocate/repurpose existing, limited, resources.

Details of the projects supporting the vision and strategic priorities are included within
the new Vision 2030 and action plan.

Spending Assumptions

A review of the financial planning assumptions the Council over the period of the MTFS
has been undertaken, this information has been drawn from experience in previous
years, the advice of Directors and Assistant Directors, the current economic climate
and other local and national issues that are likely to influence the financial outcomes.

Inflation — Pay and Prices
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Automatic inflationary increases of budgets are not provided for all goods and
services, instead individual inflation rates have been applied for specific items of
expenditure, all remaining areas of expenditure are maintained at the previous year’s
levels, which is in effect a real terms reduction in spending power. The following rates
of inflation have been assumed over the period of the MTFS:

2025/26 2026/27 2027/28  2028/29  2029/30
% per % per % per % per % per

year year year year year
Pay 2.0% 2.0% 2.0% 2.0% 2.0%
CPI 2.0% 2.0% 2.0% 2.0% 2.0%
RPI 3.0% 3.0% 3.0% 3.0% 3.0%
Gas (15.0%) 2.0% 2.0% 2.0% 2.0%
Electricity (15.0%) 2.0% 2.0% 2.0% 2.0%
Vehicle Running Costs 2.5% 2.0% 2.0% 2.0% 2.0%
Insurance Premiums 5.0% 2.5% 2.5% 2.5% 2.5%
Internal Drainage Levies 5.0% 2.0% 2.0% 2.0% 2.0%
Non domestic rates — std 1.6% 2.0% 2.0% 2.0% 2.0%
Non domestic rates — small 0.0% 2.0% 2.0% 2.0% 2.0%

Annual price increases in a number of the Council’s contracts are linked to CPI at a
defined date in the year, primarily September, December and March. These have
specific inflationary increases applied, as opposed to the general, annual increases
set out above.

Land Drainage Levies

A small number of local authorities are required to make payments of Special Levies
to Internal Drainage Boards (IDB’s) for the specific use of managing the maintenance
and operation of drainage, water levels and flood risk, which is required to manage
water resources and reduce flood risk to people, businesses, communities and the
environment. These Special Levies represent a significant proportion of the Councils’
net budget at £1.327m p.a., equating to 16% of the Council Tax Requirement. Local
Authorities have no control over the sum levied.

The annual increase in levies is ordinarily in line with CPI projections, however due to
the current economic climate and the significant cost increases borne by the IDB’s,
particularly in relation to the impacts of weather-related incidents in recent years,
average inflationary increases of 20% and 16% were applied in 2023/24 and 2024/25
respectively. For 2025/26 the inflationary increases are on average 5%.

This issue is unique to a small number of Councils and following a successful
campaign of lobbying, Government made one-off grant allocations to those Councils
most impacted in 2023/24 and 2024/25. The Council’s allocation for 2023/24 was
£0.142m, with £0.173m allocated for 2024/25. As a comparison the inflationary
increase in the Council’s levies from 2022/23 to 2023/24 was £0.160m with a further
increase of £0.177m to 2024/25. A further one-off grant of £3m has been announced
for 2025/26, although the specific allocations to individual authorities are not yet
available.
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While these one-off grant allocations from Government are welcomed, the Council is
continuing to still seek a longer term, more sustainable, approach to Drainage Board
funding from Government that removes the need for Council subsidy entirely. The
Council is part of a Special Interest Group, supported through the LGA, which
continues to lobby Government to seek a revised approach to the funding mechanism.

Employer’s Pension Fund Contributions

The latest triennial revaluation of the Council’'s Pension Fund took place at 31 March
2022, and the results identified that there has been a significant improvement in the
funding position since the last actuarial review from a 83.9% funding level to 92.7%.

Although the overall funding level has improved, due in the main to better than
expected investment results during the period, it should be noted that this level of
investment performance is unlikely to be sustainable over the longer term. The Fund’s
prudent assumption for future investment is unchanged from the 2019 valuation,
however, the economic outlook on the whole is more pessimistic than three years ago.

Overall, the improved funding position has had a positive outcome on contribution
rates, reducing secondary payments considerably. However, the cost of accruing
future pensions has increased, particularly given the increase in inflation, and that has
driven up primary rates from 17.3% of pensionable pay to 23.4%. Whilst the increase
in the primary contribution rates, for the existing staff establishment, is offset by the
reduction in secondary contribution rates, it will further increase the cost to the Council
of any new posts to the establishment.

A further actuarial review will take place in April 2025, which will inform the employer
contributions from 2026/27 onwards.

Net Interest Receipts

Net interest receipts incorporate the cost of financing the capital programme (via
internal and external borrowing) and interest paid and earned on revenue balances
during the year.

Historically investment income, which is heavily dependent on how the Council uses
its reserves and the prevailing interest rates, was an important source of income for
supporting the Council’'s service expenditure. Over the last decade the average
interest rate achieved was barely above base rate, however, in recent years interest
rates have increased in the Bank of England’s attempt to reduce inflation, resulting in
a significant increase in investment income. The start of the 24/25 financial year saw
interest rates at 5.25%, this has since seen two reductions to the current rate of 4.75%
(Dec 2024) off the back of falling inflation rates. Economists are forecasting a further
25bps reduction in interest rates at the end of this financial and further staged
reductions throughout 2025/26.

Investments are being kept short and liquid to ensure the Council has enough liquid

resources to meet the ongoing challenges with a bigger emphasis on ‘laddering’
investments in a rising interest rate environment. This enables opportunities to
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consistently improve underlying yield while still allowing flexibility to adjust if market
circumstances alter with a regular stream of maturing investments.

Interest rates are forecast to fall incrementally to 3.5% towards the end of the 25/26
financial year according to the Councils Treasury Management advisors. This is
reflected in investment income forecasts in the MTFS.

Whilst the council does not anticipate any short term borrowing, if any should be
required it should be minimal. The Council’s portfolio of long-term borrowings currently
includes four loans that are due to be repaid during the five year MTFS 2025-30 period.
The council currently has one short term loans which is due to mature in 2025. In
recent years the council has taken out reborrowing in the form of Equal Instalment of
Principal (EIP) loans of which enables the council to pay down principal over a 10 year
period and reduce interest expense. Four of the councils loans have lender options to
vary their terms at six monthly intervals.

Sensitivity to changes in interest rates is linked more markedly to investments rather
than to the portfolio of borrowing as all borrowing is at fixed interest rates. As an
indication, a change in interest rates achievable on investments of +/- 0.5% the interest
receivable would have an estimated combined impact of approximately £0.653m over
the 5 year MTFS. A rise of 0.5% in the Bank of England base rate would not translate
into a 0.5% increase in investment rates available.

Average interest rates on investments assumed within the MTFS are as follows:

2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30
% % % % %
Interest Rate 3.30 2.92 2.98 2.98 2.98

Based on the current forecasts for interest payable on new borrowing (averaging
around 4.27%) and receivable on investments (averaging around 3.03% over the
MTFS), and the estimated level of balances available for investment, it is currently
anticipated that new borrowing will be taken to fund the borrowing requirement for the
General Fund over the 5-year strategy. Internal balances will be used to fund the
existing borrowing requirement where it remains financially advantageous to do so,
reducing the amount of interest that would have been payable on new debt, partially
offset by a reduction in interest receivable (due to reduced balances available for
investments).

Provision for Debt Repayment

A review of the Council’s Minimum Revenue Provision Policy (MRP) was undertaken
during 2022/23. MRP is a statutory charge to the Council's revenue account to make
provision for the repayment of the outstanding capital debt liabilities. The Council is
required by law to set aside an amount for this provision which it considers to be
prudent. Statutory Guidance which accompanies the Regulations provides options for
the calculation of MRP and gives Council's significant discretion in determining the
level of MRP. The Guidance states that 'the broad aim of prudent provision is to
ensure that debt is repaid over a period that is either reasonably commensurate with
that over which the capital expenditure provides benefits, or, in the case of borrowing
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supported by Government Revenue Support Grant, reasonably commensurate with
the period implicit in the determination of that grant'.

As a result of the review the Council’s Treasury Management Strategy the council
implemented an annuity based calculation rather than the previous straight line
method. The annuity method is seen as being equally as prudent as the straight line
method because the time over which the debt liability will be repaid is not being
extended, in addition the annuity method provides a fairer charge than the straight-
line method since it results in a consistent charge over the asset’s life, considering the
time value of money.

Resource Assumptions

Settlement Funding Assessment: Revenue Support Grant/National Non-
Domestic Rates

The Local Government Finance Settlement for 2025/26 sets out the distribution of
centrally allocated resources for local authorities and provides authorities with a
combination of grant allocations and their baseline figures within the BRR scheme.

As in previous years, the Settlement provides authorities with a combination of grant
allocations and their baseline figures within the BRR scheme. This means that no
retained growth (or decline) is included, and authorities are very unlikely to receive the
amounts actually shown in Core Spending Power.

This is the seventh consecutive one-year local government finance settlement - which
is effectively a ‘stopgap settlement’. The consultation paper on future finance reform,
published in parallel, confirms the Government’s intention to deliver a multi-year
settlement next year, aligned to the time horizon of the planned Spending Review,
and embodying a broad reform of the system for allocating resources. This whole
timetable is driven by the Spending Review timing horizon and the length of time
necessary to work-up and consult on the new reform package.

The 2025/26 Settlement is based on the Autumn Budget and Spending Review 2024
amounts and the 28™ November Finance Policy Statement.

Core Spending Power

The Core Spending Power calculation includes the main sources of Government
funding for local authorities, in addition it also includes local resources in the form of
assumed levels of Council Tax income.

The table below shows the national changes to Core Spending Power between

2020/21 and 2025/26 and the breakdown across the various funding sources. Overall,
spending power will increase by £4.424bn, 6.8%, from £64.982bn to £69.406bn.
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England 2020/21 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26
£bn £bn £bn £bn £bn £bn
Settlement Funding 14797 | 14.810| 14.882| 15671 | 16.563| 16.841
%Ei?;ﬁgrdexing business rates 0.500 | 0.650| 1.275| 2.205| 2581| 2.696
Council Tax 29.227 30.308 31.922 33.984 36.154 38.312
Improved Better Care Fund 2.077 2.077 2.140 2.140 2.140 2.640
New Homes Bonus 0.907 0.622 0.556 0.291 0.291 0.290
Rural Services Delivery Grant 0.081 0.085 0.085 0.095 0.110 0
Lower Tier Services Grant 0 0.111 0.111 0 0 0
Social Care Grant 1.410 1.710 2.346 3.852 5.044 5.924
Services Grant 0 0 0.822 0.483 0.087 0
o S & P of o[ oa| o o o
ﬁ;o“f/::ﬁgafgjﬂ”ab""y and 0 0 o| os562| 1050| 1.050
ASC Discharge Fund 0 0 0 0.300 0.500 0
Domestic flbuse Safe o/ 0125| o0124| 0127| 0130| 0.160
Grants Rolled In 0.380 0.394 0.309 0.538 0.064 0
Recovery Grant 0 0 0 0 0 0.600
e o, oae o o[ 0| of of om
Funding Floor 0 0 0 0 0 0.121
Employer NIC Contributions 0 0 0 0 0 0.502
Funding Guarantee 0 0 0 0.133 0.269 0
Core Spending Power 49.379 50.891 54.834 60.382 64.982 69.406
Change % 3.1% 7.7% 10.1% 7.6% 6.8%

Although the national level of Core Spending Power is forecast to increase by 6.8%
there will be a variation between individual authorities and types of authority. The
calculation also contains assumptions around council taxbase changes and increases
which may not be reflected in local projections.

Shire Districts, including Lincoln have historically experienced the worst reductions or
lowest increases in core spending power, due to changes in distribution methodologies
and a redirection of resources towards social care pressures and the allocation of
other specific grants towards upper tier or rural authorities. Shire Districts have once
again fared the worst of the authority types with an average increase of 1.4%, in Core
Spending Power, this includes funding for NIC increases and assumes they use full
council tax flexibility available to them. However, the majority of districts should
receive a higher real-terms increase in funding overall but this will be entirely
dependent on Extended Producer Responsibility (EPR) income.

Average increases across the authority types are set out below:
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Lincoln’s increase in CSP for 2025/25 is 1.2%, this is significantly below the average

for all authority types at 6.8% and lower than average for Shire Districts at 1.4%.
Lincoln’s position is as set out in the table below:

Lincoln 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26
£m £m £m £m £m £m

SFA 3.837 3.837 3.838 4.132 4.322 4.409

Council Tax; 6.915 6.956 7.360 7.556 7.906 8.222

Other grants 1.072 1.137 1.645 1.444 1.705 1.489

Core Spending Power 11.824 11.929 12.843 13.132 13.933 14.120

Change (%) 1.2%

Settlement Funding Assessment

The SFA for each authority comprises of NNDR Baseline funding level and Revenue
Support Grant. For the Council this is broken down as follows:

2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26
£m £m £m £m £m £m
Revenue Support Grant 0.023 0.023 0.024 0.175 0.187 0.226
Baseline BR Funding 3.814 3.814 3.814 3.957 4.135 4.182
Level
SFA 3.837 3.837 3.838 4.132 4.322 4.409

Revenue Support Grant

In terms of the Council’s RSG element of the SFA, the figure for 2025/26 has been
determined using 2024/25 amounts, plus 1.7% CPI inflation initially. There have also
been a number of smaller grants rolled in, e.g. Tenant Satisfaction Measures, Election
Integrity Programme etc. The Council’s allocation is as follows:

2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26
£m £m £m £m £m £m
RSG 0.023 0.023 0.024 0.175* 0.187 0.226
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* Local Council Tax Administration Support Grant rolled in.
The MTFS assumes an ongoing grant allocation beyond 2025/26 of £0.226m p.a.
Business Rates Retention

The Council has undertaken an assessment of the amount of business rates that it
expects to collect during 2025/26 and based on the principles of the current 50%
Business Rates Retention scheme the estimated level of NDR to be retained is set out
in the table below.

The level of outstanding appeals continues to create a level of uncertainty, the Council
still has a number of challenges lodged with the Valuation Office, against both the
2017 and 2023 ratings lists, along with further identified threats for pending challenges.
The Collection Fund is required to fully provide for the expected result of all appeals
and uses external assessments to estimate the likely level and value of these appeals.
The current provision of outstanding appeals stands at £1.483m, of which the
Council’s share is £0.593m. In addition to the backdated element of these appeals
there is also an ongoing impact due to the reduction in the business rates base, which
ultimately reduces the level of income to be retained in the future by the Council. The
MTFS assumes a £1.250m p.a. reduction in retained rates due to outstanding appeals,
this is ¢3% of the total net rents payable. This assessment has been made taking into
consideration the level of checks, challenges and appeals received during the first
year of the new ratings list along with national assumptions.

For 2025/26 the Council along with the County Council, who are a top up authority,
and the six other Lincolnshire District Councils have received designation to act as a
BR pool. The benefit of pooling is that the authorities in the pool can be better off
collectively through a reduction in the amount of levy paid to the Government. The
arrangements for the current pool are that this retained levy is allocated 40% to the
County Council and 60% allocated to the District Council that has generated the
business rates growth. The estimated benefit of this to the Council is £0.663m in
2025/26. As the BR Reset is set to be implemented in 2026/27, it is assumed that the
BR pool will not continue beyond 2025/26.

Beyond 2025/26 forecasting the level of Business Rates income to be retained is
extremely challenging due to a lack of detail around the proposed reset of baselines
and changes to the level of underlying need. These reforms, have the potential to
wipe out the majority of the accumulated gains the Council has achieved since the
launch of the current system in 2013/14 and return income to the Council’s baseline
levels. In 2025/26 the accumulated growth to the Council is c£2.2m p.a.

Until further announcements are made, the MTFS is based on a continuation of the
existing retention scheme and pooling arrangements in 2025/26 and then, prudently,
from 2026/27 assumes a full reset of baselines with only a small element of assumed
redistribution of the national pot to reflect changes in the Council’s underlying level of
need. These forecasts will continue to be assessed as further information regarding
the design and implementation of the reforms, including any transitional arrangements,
are made available.
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Based on the assumptions as set out above the level of retained business rates
assumed in the MTFS is as follows:

Income Forecast 2025/26 2026/27 2027/28 2028/29 2029/30
£000 £000 £000 £000 £000

Forecast retained Income 7,119 5,440 5,530 5,644 5,644

As set out throughout this MTFS, the potential funding reforms to be implemented from
2026/27 onwards will have the potential to significantly affect the level of business
rates retained by the Council, whilst assumptions have been made in the MTFS
regarding the potential impacts the actual impact remains a high risk to the Council’s
future financial sustainability.

New Homes Bonus

Historically the New Homes Bonus (NHB) grant was a significant source of funding for
District Council’s, with the Council receiving average annual allocations of £0.975m,
but subsequent amendments to the scheme parameters and funding envelope
reduced the levels of grant allocations.

The Local Government Finance Policy Statement 2025/26 announced that there would
be a new round of NHB payments in 2025/26, allocated by applying the same
calculation process. However, it also stated that having a portion of the Settlement
allocated on a payments-by-results basis negatively interacts with the remainder of
the Settlement and that a consultation on proposals for reforming the NHB beyond
2025/26 would be undertaken in due course. The consultation will propose that
2025/26 will be the final year of the NHB in its current format and councils should
consider this in their financial planning.

The Council’s allocation for 2025/26 is £0.027m.
The MTFS does not assume any grant allocations beyond that announced for 2025/26.
Recovery Grant

A new one-year ‘Recovery Grant’, worth £600 million was announced as part of the
2025/26 Settlement. This has been distributed to places with greater need and
demand for services (using deprivation as a proxy for this), and which are least able
to fund their own services locally. The grant has allocated funding where the numbers
of vulnerable people who rely on council services are highest, and the ability to fund
need locally is weakest. This is intended to correct the inefficiency of the current
system and put councils in the most deprived areas on a more stable footing. The
grant is intended to be highly targeted, meaning that not all authorities have received
an allocation.

The Council’s allocation for 2025/26 is £0.414m. The MTFS assumes an ongoing grant
allocation beyond 2025/26 of £0.414m p.a.

31




Extended Producer Responsibility/ Recycling Reforms

Extended Producer Responsibility (EPR) is a scheme that requires producers of
packaging to pay for the cost of recycling that packaging. The Government’s intention
is to use the income from the scheme in the local government funding system, which
would include reviewing the impact of this income on relative needs and resources of
individual authorities. Local authority finances are affected by the policy in the following
way:

e Companies above certain thresholds for size and generated packaging waste
will have to pay a fee to a Scheme Administrator (yet to be set up but will initially
be a public body). The Scheme Administrator will determine the fee schedule.

o The total collected fees (excluding the Scheme Administrator's own
administrative fee) will be distributed to local authorities to compensate for net
costs of their household and commonly binned waste services, including
collection, disposal, and recycling. These costs form the basis of the fee
mechanism. The policy does not currently address the question of how any
funding shortfall arising from non-collection of the fee would be addressed, but
the fact that the fee will be applied to large producers makes collection
potentially easier.

e Funding will be provided on the basis of the Scheme Administrator’s
assessment of what a ‘net efficient cost’ of providing the service is locally. The
Scheme Administrator will assess the household and commonly binned
packaging waste management costs, volumes, and income (for example,
through selling waste) by each relevant local authority. It will be able to take
into account other factors (for example, frequency of collection, sparsity, types
of households, deprivation and others). It will be up to the Scheme
Administrator to devise this process and calculation model.

e The Scheme Administrator will have the power to assess the efficiency and
effectiveness of local household and commonly binned packaging waste
services, including activation of an improvement plan mechanism. Powers will
be granted to penalize local authorities to the sum of up to 20% of their
assessed ‘net efficient costs’.

e This will be an annual process.

Additional income of c£1.1bn p.a. is expected to be received by authorities through
implementation of the scheme. This will provide a 1.6% real terms increase in funding
in 2025/26.

The Autumn Budget stated that for 2025/26 this will be treated as ‘new money’, but it
may be netted off in the Settlement in future years. This is an important ‘one-off’ boost,
particularly for District Councils, in light of their lower than average increases in CSP.
However, until the Government sets out how this significant funding stream will affect
the wider local government finance system beyond 2025/26, i.e. it plans to assess the
impact of additional EPR income on the relative needs and resources of individual
local authorities, and how it factors it into it's measurement of local authority spending
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power, ahead of the 2026/27 Settlement, then it isn’t possible to assess whether this
will be ongoing, additional funding for local authorities.

Also, exceptionally for 2025/26 only, and recognising the importance of councils being
able to effectively plan their budgets, the Government will guarantee that if local
authorities do not receive EPR income in line with the central estimate there will be an
in-year top up.

The Council’s allocation for 2025/26 is £1.424m.
The MTFS therefore does not assume any allocations beyond 2025/26.
National Insurance Contributions Compensation

As announced in the Autumn Budget, from April 2025 all employers will incur additional
National Insurance Contributions (NIC’s). For the public sector, the Government also
announced that it intended to fully fund the additional cost borne as a result of these
changes.

Included in the Local Government Finance Settlement was an allocation of £515m of
new funding to support councils with the costs associated with the NIC increases. The
methodology used to allocate this funding to individual authorities is based on the
council’s proportion of net revenue expenditure of the total of net revenue expenditure
of all councils in scope to receive an allocation.

The Council’s allocation for 2025/26 is £0.184m, this is significantly below the costs to
be incurred which are c£0.390m p.a.

The MTFS assumes an ongoing grant allocation beyond 2025/26 of £0.184m p.a.
Council Tax

The Localism Act 2011 introduced a power for residents to approve or veto excessive
council tax increases. This means that any local authority setting an excessive
increase as set by the Secretary of State would trigger a referendum of all registered
electors in their area. The Government confirmed in the Local Government Finance
Settlement that the referendum principles for 2025/26 will be same as the previous
two years, i.e. for core council tax (3%), shire districts (3% or £5, whichever is higher),
and the adult social care precept (2%). This will strike a balance between giving local
authorities flexibility to set Council Tax levels based on the needs, resources and
priorities of their area, including adult social care, while protecting local taxpayers.

In light of the financial position of the Council and in accordance with the referendum
thresholds to be applied for 2025/26, the MTFS assumes the following indicative
council tax increases and subsequent overall yields:

2025/26 2026/27 2027/28 2028/29 2029/30
% Increase 2.9% 1.9% 1.9% 1.9% 1.9%
Council Tax Base 25,764 26,176 26,660 27,187 27,653
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Council Tax Yield £8.167m £8.454m £8.775m £9.117m  £9.450m
Band D £316.98 £323.01 £329.13 £335.34 £341.73
Band D £ Increase £9.00 £6.03 £6.12 £6.21 £6.39

For 2025/26 the Council Tax amount for a Band D property (excluding County Council
and Police Authority precepts) is £316.98, a 2.9%/£9.00 increase from 2024/25.

In calculating the Council Tax base the overall yield is reduced by the estimated
numbers of claimants entitled to support under the Council’s LCTS scheme and the
eligibility criteria of the scheme. The more Council Tax support that is awarded the
more the taxbase is reduced, limiting the ability to raise Council Tax. In 2023/24,
Lincoln's revenue was reduced by 14.1%, due to its local CTS scheme. Of this, 4.5%
was in the form of support to pensioners and 9.6% was support for working-age
families. The table below compares the share of revenue foregone with the nearest
demographical neighbours and England averages.

Lincoln Nearest England

Neighbour | Average
Support for pensioners 4.5% 4.4% 3.7%
Support for working-age 9.6% 7.0% 5.1%
Total Council Tax Support 14.1% 11.4% 8.8%

Despite the cost-of-living challenges experienced in recent years, the number of LCTS
claimants has continued to reduce, with total claimants of 8,080 at November 2024
compared with 8,491 in March 2020. The MTFS assumes a reduction of 1% p.a. in
claimant number in 2025/26 to 2027/28, with the caseload plateauing from 2028/29
onwards.

Fees and Charges

The fees and charges levied by the Council are an important source of income,
however, whilst Covid19 had a significant detrimental impact on income levels over
the last few years, many of the discretionary income areas have subsequently
recovered from this. In some cases these pressures have been replaced, or further
compounded, by the more recent cost of living crisis and a result of inflationary shocks
and higher rates of interest.

Although inflation has now reduced, the expectation is that interest rates will remain
at elevated levels beyond the next financial year, and this coupled with the legacy
increase in baseline costs as a result of the inflationary increases continues to have a
detrimental impact on services and the Council continues to experience reductions in
income levels in areas such as Building Regulations, Development Control and Land
Charges. These reductions are expected to continue throughout 2025/26 before any
significant recovery is seen.

As part of the normal, annual, budget cycle fees and charges income budgets are
usually increased by 3% per annum for their total yield, as such this is the base
assumption for 2025/26. However, this increase of 3% does not preclude individual
fees and charges being increased by more or less than 3%.
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The MTFS assumes that the Council will raise £12.672m from fees and charges in
2025/26. The mean average overall increase in the non-statutory fees and charges is
3.4%, however this includes some fees that have been increased by higher and lower
percentages, the modal increase is 0%

Bridging the Gap

The previous MTFS 2024-29 was based on a medium-term savings target of £1.75m,
to be delivered by 2027/28. The scale of this target was driven by the anticipated
funding reforms, which are likely to see the Council face a cliff edge reduction in
business rates resources, along with the unavoidable cost and demand pressures the
Council faces, resulting in a significant and widening gap between it's spending
requirements and the level of resources it estimates to receive.

The target was phased in over the period of the MTFS to provide a manageable
position from a capacity perspective, over an initial two-year period, with the higher
levels of savings needed towards the end of the MTFS period. It also mirrored the
potential timing of a full Spending Review and implementation of national funding
reforms from 2026/27 onwards, providing the ability to adjust the target levels subject
to the outcome of these.

Since then, work has continued on implementing the programme for the initial two-
year period, with progress against the targets as follows:

2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29
£000 £000 £000 £000 £000
Savings Target MTFS 2024-29 125 250 1,500 1,750 1,750
Savings secured (89) 0 0 0 0
Savings subject to business (25) (131) (134) (137) (141)
case
New savings required 11 119 1,366 1,613 1,609

As a result of additional resources one-off being available in 2025/26, through EPR
funding and continuation of Business Rates pool, this has provided the financial
capacity to cushion the impact of the cost pressures in the short term and the flexibility
to adjust the immediate level of savings required. The ongoing requirement to deliver
savings of £1.75m by 2027/28 has not changed.

On the basis of the revised financial planning assumptions assumed in this MTFS, the
following level of savings targets will be required to ensure the financial sustainability
of the General Fund:

2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30
£000 £000 £000 £000 £000
250 500 1,750 1,750 1,750

35




The reduction of the target in 2026/27 has been made on the basis that it will allow the
impacts of the national funding reforms to be fully understood and the level of
resources to be known with more certainty. It will also allow capacity within the Council
to focus on it's response to the Devolution White Paper and understand the
implications for the Council. The Council will then be in a more informed position to
set future years targets and assess the depth and breadth of savings programme, and
impact on service delivery, that it will need to deliver. It is highly likely that the savings
targets beyond 2026/27 will change (positively or negatively) in the next refresh of the
MTFS.

Despite this potential for change, the Council is still in the position of having to underpin
the MTFS on the same level of significant savings target over the medium term,
challenge which it must address this challenge if it is to remain financially sustainable
in the medium term. The Council will therefore still continue to develop and implement
a savings programme in order to ensure it is fully prepared to be able to deliver against
these targets.

The ability to deliver these further, significant, budget reductions must be set in the
context of the Council having already delivered, over the last decade and a half, annual
revenue savings of nearly £10.5m. This is a significant amount in comparison to the
net General Fund budget. This has already involved the Council having to take difficult
decisions in terms of which services it can continue to provide, but each year the
challenge gets much harder.

While closing a projected budget gap of this size is a challenge for the Council, it has
confidence in it’s track record of delivering strong financial discipline and that it can
continue to rise to the challenge.

The key mechanism for delivering the required budget savings is through the Towards
Financial Sustainability (TFS) Programme, which seeks to bring net service costs in
line with available funding. The programme focuses on both short term and longer-
term, sustainable options, which includes:

e Seeking opportunities to maximise the use of technology, embracing digital
technology to improve service delivery across the organisation and instilling a
website first culture, to make the council more efficient,

e Considering the benefits of increasing Council Tax in line with referendum
limits, to protect service provision, whilst ensuring increases are kept at an
acceptable level and that support is provided to the most vulnerable.

e Assessing opportunities to find alternative ways of providing services more
efficiently and effectively by working jointly with partner organisations, such as
other local councils, the voluntary sector, local businesses.

e Considering community asset transfer opportunities whereby our physical and
natural assets can be transferred to voluntary & community groups and
charities, bringing much needed resources to enhance and maintain those
assets.

e Reviewing financial support provided to third sector organisations to ensure
resources are being effectively utilised for the benefit of council taxpayers.

e Seeking to generate additional income by reviewing sales, fees and charges
and ensuring that these reflect increasing operating costs.
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e Seeking to maximise income opportunities from property investments.

e Maximise grant funding opportunities and prioritising capital investment in line
with the capital strategy to reduce the revenue cost of borrowing. To also
continue to review treasury management and capital financing approaches to
maximise benefits.

e Making the best use of the Council’'s assets, developing multi-agency hubs
where possible and ensuring those spaces are low carbon producers and
sustainable.

e Continuing to use the Council’s influence, and direct investment in the city (such
as through; the Town Deal; the Additional Affordable Housing Programme; and
Charterholme SUE), to create the right conditions for the city’s economy to
recover and grow, leading to longer term increased revenue streams for the
council.

While the Council will focus on the above range of measures and there is sufficient
‘lead in time’ to the need to deliver these savings, given the scale of savings required
it cannot rule out the need to face further difficult decisions about the services it
continues to provide. As set out above, the impacts of the national funding reforms
and any implications for the Council following the Devolution White Paper are likely to
influence the future savings programme and the size and scope of services it provides
in the future.

Individual, specific proposals will be presented to the Executive for consideration, as
the programme is delivered.

Revenue Forecast

Based on the preceding financial objectives, underlying principles, national and local
priorities, savings targets, spending and resources assumptions, Appendix 1 provides
a summary five-year General Fund revenue budget for the Council.

Risks to the Revenue Budget

The Council has adopted a corporate approach to risk management, and financial risk
management is integrated into the Council’'s overall management and decision-
making processes.

A number of key high-level risks have been identified which could have a positive
impact that could yield additional resources, but conversely some risks may have a
negative impact and result in a reduction of resources. These key risks are action
planned and continually reviewed as the MTFS develops. The main areas they cover
are:

¢ Fluctuations in fees and charges income and commercial income, particularly
due to current economic conditions

e Uncertainty regarding the outcomes of the Spending Review 2025 and
allocation of funding to Local Government

e Fluctuations in the Business Rates Tax base, particularly in light current
economic factors
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e Implementation of a Business Rates Reset and transitional arrangements

e Future levels of Central Government funding e.g. review of needs and
resources redistribution of funding allocations within the Local Government
Finance Settlement.

¢ Fluctuations in key economic assumptions e.g. inflation, interest rates

e Implications of the Government’s fiscal policy on the economy, in particular at
a local level

e Delivery of challenging savings targets

e Impact of economic climate on demand for services, particularly from those
most vulnerable in the City e.g. temporary and supported accommodation

e Cost implications arising from a range of Government policy initiatives in
relation to waste and recycling i.e. implementation of a weekly food waste
service.

e Changes to other key assumptions within the MTFS

¢ Financial and budget management issues

Appendix 3 details the risk action plans for the internal and external risks. Officers will

continually monitor and appraise these risks as part of the on-going budget monitoring
and reporting to Members.
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Section 4 — General Investment Programme

The Council’s approach to determining and funding its investment programmes is set
out in its Capital Strategy, which explains the Council’s financial framework for capital
investment in support of its strategic priorities. The General Fund Investment
Programme (GIP) covers all aspects of capital expenditure within the Council, with the
exception of the Council’s housing stock, and includes external capital investment that
assists in achievement of the Council’s Strategic Priorities.

Capital Spending Plans

The capital spending plans for the next five years include the delivery of key legacy
schemes from Vision 2025, schemes emerging through the development of Vision
2030 where they are sufficiently progressed and funding is in place (with a continued
focus on supporting the City’s economy and key One Council projects) and essential
investment in existing assets to either maintain service delivery or existing income
streams.

Total planned expenditure over the 5-year programme is estimated to be £32.006m,
the main projects and schemes detailed below:

Charterholme Bridges - £9.759m

Charterholme Phasela Homes - £9.549m

Disabled Facilities Grants - £5.229m

Planned asset maintenance - £1.465m

Re-imaging Greyfriars - £1.700m

Towns Fund Schemes (primarily externally delivered) - £3.074m

The most significant of schemes within the GIP is the development of Western Growth
Corridor, now known as the Charterholme Development, with the delivery of the first
52 homes and opening up of the eastern access with a new bridge over the railway.
Work continues on securing further external funding to bring forward delivery of the
spine road and land parcels.

Further schemes in support of Vision 2030 will be included in the GIP at the relevant
stage in their development e.g. grant funding secure, design stage completed etc.
Further details of the investment plans are provided in the Capital Strategy.

The revenue implications of all capital schemes, including the corresponding reduction
in investment income as a result of the application of capital resources, additional

revenue running costs of any new assets and the cost of any prudential borrowing
have been taken account of and included within the MTFS.

Spending Pressures
Construction Costs

Across the GIP the cost of capital projects have been impacted as a result of;
inflationary pressures, escalating the costs of material and labour, and also due to
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availability of a skilled labour supply and certain materials.  In addition, the higher
cost of borrowing has also affected the viability of schemes. All schemes in the GIP,
that have not yet started will be re-evaluated as they come forward for delivery. This
will ensure that they still demonstrate value for money and remain affordable. Given
the importance of investment in the City, to support the local economy, all opportunities
to contain costs and/or seek alternative funding to ensure schemes are delivered will
be undertaken.

Asset Management

The Council’s corporate property portfolio comprises operational properties and
investment properties with a combined asset value of £151 million.

The Council’'s Asset Management Plan, which is due to be refreshed in 2025,
identified the need for significant investment to ensure that its assets are properly
maintained and safe for use. Additional resources have previously been allocated,
including works to income earning assets e.g. car parks, leisure centres,
crematorium. There does however remain a legacy of outstanding investment
required in the Council’s assets, with a number of maintenance liabilities now arising.
These are mainly in relation to operational assets, which will require investment in
order to remain in service delivery, but the liabilities also extend to some of the
Council’s heritage assets.

Allocation of the annual planned capitalised works budget (E200k p.a.) to maintain
specific assets will be determined by the outcome of the latest stock condition surveys,
and will also be influenced by the outcomes of the continual review programme of all
assets as part of the Better Use of Assets pillar of the One Council programme.
Outcomes of this include the potential re-configuration of operational assets which as
a result of changes in working practices are no longer required on such a scale; as
well as the potential disposal/transfer of specific assets which may in turn relieve the
Council of the ongoing repair liability. In order to provide additional resource, where
possible the short term priority for any surplus capital receipts will to be investment in
the Council’s existing assets. Consideration will also be given to the use of prudential
borrowing for income generating assets and in the absence of any other funding
source.

Resources

Although historically the GIP has been reliant on the generation of capital receipts to
fund the investment required to deliver the programme, in the long term the use of
capital receipts is not sustainable. In addition, due to revenue pressures the use of
direct revenue financing of the capital programme is also not sustainable and other
sources of funding are regularly sought to fund capital expenditure.

Due to revisions in the Public Works Loan Board (PWLB) lending terms, local
authorities can now no longer borrow from the PWLB with the intention to buy assets
for yield. Authorities can still access the PWLB for spending to improve or maintain
existing properties, for housing, for regeneration purposes and for preventative action.
In the absence of other funding the Council will consider prudential borrowing for these
purposes. However, given the additional revenue costs this creates and the current
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financial challenges the General Fund is facing, the use of prudential borrowing will be
prioritised for income generating/sustaining schemes.

Due to an ongoing lack of capital receipts and limited revenue resources to fund
prudential borrowing it is essential that other sources of funding such as grant
allocations and partner contributions continue to be sought.

External grant funding is enabling the delivery of a considerable number of capital
schemes for the Council e.g. Lincoln Town Deal Programme, Heritage Lottery Fund
for Greyfriars and Levelling Up Funding 2 for Western Growth Corridor eastern
access.

The Council is mindful though that whilst the additional resources that external funding
brings are clearly beneficial to local people, there is the danger that schemes funded
may not be the Council’s highest priorities and the Council must consider carefully
how to allocate its capacity, within its reduced resources, to support such schemes.
Furthermore, the Council needs to carefully consider whether it is able to meet the
outputs and outcomes required from external grant support and in the current
economic climate it must consider how any cost increases above grant allocations
would be managed.

Capital Receipts

As part of the Better Use of Assets pillar of the One Council programme and as sound
asset management practice the Council continually reviews its land and property
assets in order to: -

reduce revenue costs,

increase rental income,

generate capital receipts,

reduce repairs liabilities

use assets to support the Council’s growth plans.

Whilst there are no specific capital receipts forecast from land/property disposals as
part of the Better Use of Assets pillar, there are significant capital receipts forecast
from the sale of market homes built as part of the Charterholme development. Income
will be received from house sales via a development agreement, with a minimum land
value return for the Council along with a profit share. The development is forecasted
to generate net receipts of £1.008m which will be retained within the scheme to
contribute towards the capital costs of the development.

In addition, there remains current unallocated capital receipts of £1.158m.
Prudential Borrowing

The basic principle of the Prudential System is that local authorities are free to invest
so long as their capital spending plans are affordable, prudent and sustainable. The

Council will need to meet the whole of the capital financing costs associated with any
level of extra borrowing through its revenue account.
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The MTFS includes an unsupported prudential borrowing requirement of £2.397m
over the period 2025/26-2029/30.

The use of long-term prudential borrowing will only be used as a funding mechanism
for key projects following a full financial assessment, with priority for income
generating/sustaining schemes. It may however be used as a short-term measure to
fund capital expenditure prior to a capital receipt being received, or in the absence of
any other funding source.

Further details about the Council's borrowing requirements and the Prudential
Indicators can be found in the Council’'s Treasury Management Strategy.

Capital Grants

The Council receives a number of external capital grants from a variety of sources
which are either secured via a bidding process or are automatically allocated through
government departments for specific purposes. Generally, those capital schemes that
are funded by these sources can only be progressed subject to the funding being
secured.

Over the 5 year planning period of the MTFS the council is forecasting to utilise
£19.444m of capital grants as part of the General Investment Programme, the main
projects being Levelling Up Fund 2 for the Western Growth Corridor eastern access
bridge £9.345m and Disabled Facilities Grants £5.229m.

Projected Capital Resources

Resources to fund the General Investment Programme 2025/26-2029/30 are
estimated to be approximately £32.006m, as follows:

£000
Capital Grants 19,444
Capital Receipts 9,979
Prudential borrowing 2,397
Revenue Contribution 186
TOTAL 32,006

General Investment Programme Forecast

Based on the spending requirements and resource assumptions, Appendix 3 provides
a summary five-year GIP for the Council.

Risks to the General Investment Programme

The Council has adopted a corporate approach to risk management and financial risk
management is integrated into the Council’'s overall management and decision-
making processes.
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A number of key high-level risks have been identified which could have a positive
impact but conversely some risks may have a negative impact and result in a reduction
of resources. These key risks are action planned and continually reviewed as the
MTFS develops. The main areas they cover are:

e Loss of anticipated external resources,

¢ Inability to secure further external funding.

e Impact of the Government’s Devolution White Paper and reforms to grant
funding pots, allocating resources to the new Mayoral Combined Authority.

e Increased project costs, particularly in light of inflationary increases in recent
years and the current challenges in the construction sector

e Higher interest rates impacting on future borrowing costs

e Sustainability of contractors in construction industry, particularly in light of
current economic factors

¢ Unplanned emergency maintenance to Council’s corporate properties.

Appendix 5 of the MTFS detalils the risk action plans for the internal and external risks.

Officers will continually monitor and appraise these risks as part of the on-going budget
monitoring and reporting to Members.
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Section 5 — Housing Revenue Account (HRA)

The Housing Revenue Account shows all expenditure and income relating to the
Council’s responsibilities as landlord of dwellings and associated property. It is a ‘ring-
fenced’ account within the Council’s General Fund.

Housing Revenue Account Business Planning

The current HRA Self-financing system has been in place since 2012 and incentivises
social housing landlords to manage their assets well and yield efficiency savings. As
part of this system, it was anticipated that there would be greater certainty about future
income as councils were no longer subject to annual funding decisions by Central
Government, enabling them to develop long-term plans, and to retain income for
reinvestment. Council landlords were to have greater flexibility to manage their stock
in the way that best suits local need with more opportunity for tenants to have a real
say in setting priorities looking to the longer term.

Self-financing, however, also passed significantly increased risks from Central
Government to local authorities, meaning that the Council:

e now bears the responsibility for the long-term security and viability of council
housing in Lincoln.

¢ has to fund all activity related to council housing, from the income generated
from rents, through to long term business planning.

e is more exposed to changes in interest rates, high inflation and the financial
impact of falling stock numbers

e still needs to factor in the impact of changes in government policy e.g.
Government Rent Policy.

This places a greater emphasis on the need for long-term planning for the
management, maintenance and investment in the housing service and housing stock.

Spending Pressures

Like the General Fund, the HRA continues to face cost and demand pressures, along
with new statutory requirements. Inflation, pay awards, national insurance contribution
increases, higher maintenance and constructions costs including material and labour
prices, and higher borrowing costs, continue to impact on the Housing Revenue
Account’s net cost base. Given the level of annual repairs and maintenance and
planned capital maintenance to the Council’'s housing stock the impact of these
creates significant cost increases for the HRA.

These escalating cost, demand and income pressures have arisen across a number
of key areas:

e Increased use of sub-contractors — the Housing Repairs Service (HRS) is still
being impacted by recruitment challenges, with continued difficulties in
attracting and retaining staff resulting in a greater reliance on the use of local
sub-contractors to ensure that service demands are met. However,
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subcontractors and supply chain partners are experiencing the same labour
shortages and are struggling to meet the demands and any contracts awarded
to help alleviate the system are now at inflated prices. Additionally, the HRS
are seeing increased levels of work in relation to regulatory compliance, such
as damp and mould remediation and installation of fire doors, this is
increasingly affecting the capacity to carry out routine works, further
compounding the reliance on sub-contractors.

e Wage inflation — in line with the General Fund recent pay agreements,
negotiated by the National Employers side, whilst recognising the below
inflation pay increases of local government workers in recent years, have
placed a significant additional burden on the HRA. In addition, the
announcement in the Autumn Budget to increase Employer National Insurance
contributions from April 2025 has also significantly increased the HRA'’s salary
costs. Unlike the General Fund where compensation for these increased costs
has been provided through an additional grant, there is no direction
compensation for the HRA.

e Contractual commitments - in addition to an increased need to use sub-
contractors (at inflated prices) the HRA has also experienced inflationary costs
as contracts have expired and have been re-tendered as well as higher material
prices. These contract prices have been affected by the recent high inflation
levels but also due to the increase in national insurance contributions that all
employers have to pay, with the increased cost being passed on through
increased prices.

e Capital costs - although the HRA can borrow from the PWLB at a concessionary
rate, the sustained higher interest rates still affects the cost of borrowing to fund
capital schemes and is increasingly impacting on the affordability of projects
and the costs borne by the revenue account.

Furthermore, in terms of service demands the UK is currently experiencing a housing
crisis, with an acute shortage of affordable housing. This housing crisis includes the
City of Lincoln and is a challenging situation.

Although the Council has been successful in delivering additional housing, the local
housing market has worsened in terms of demand versus supply over the last few
years. Whilst it can only be used as a proxy indicator the Council’'s own housing
register now has around 2,109 (at December 2024) active applicants seeking homes,
which is an increase of 18.5% since March 2023 and a 46% increase in the period
from March 2020. Over the same period (March 2020 to December 2024) band 1
applicants (the highest need band), meaning “customers requiring urgent rehousing
where the council has a legal duty to consider them for accommodation, increased
from 100 to 300 a rise of 200%.

Although this demand primarily increases the pressure on the Housing Investment
Programme to deliver and enable new homes, it also places pressure on housing
services, housing allocations and the voids services. It also impacts on the General
Fund, increasing demand for temporary accommodation when the HRA is unable to
provide suitable accommodation from within it's own stock.

45




As set out in Section 2 above, the Government have recently published the final
version of change to the National Planning Policy Framework (NPPF), which include
giving councils mandatory targets for the delivery of new homes. While these won't
all be required to be affordable homes and the Council will not be required to directly
deliver the target, there will be an expectation that the HRA will contribute towards the
targets. Councils will also need to give greater consideration to social rent when
building new homes.

In addition, in November 2024 the Government announced immediate reforms to the
Right to Buy (RTB) Scheme, with a reduction in cash discounts and an increase in the
cost-floor protection period. A consultation on further reforms was also announced.
Together these reforms are intended to better protect social housing stock, boost
council capacity and build more social homes than are lost. Despite a surge in RTB
applications, before the immediate changes were implemented, it is anticipated that
the level of RTB’s will significantly reduce over the period of the MTFS, resulting in
higher housing stock numbers.

While assumptions were made in the previous MTFS, as a result of further
developments over the last 12 months and to address the impact of new and emerging
challenges, further, permanent, increases in the HRA’s net cost base have been
required in this MTFS. In the absence of any other funding source these increased
costs can only be funded through the housing rental income.

Spending Plans

The HRA Business Plan

A key element of the self-financing regime is the Council’s 30-year Business Plan,
which sets out the Council’s ambitions for its housing stock for the next 30 years. The
Council’s latest Housing Revenue Account Business Plan 2024-2054 was approved
in November 2023, following a fundamental review of resources, investment
requirements and priorities. The Business Plan reflected the impact of government
policy changes e.g. Social Housing Act 2023, the Building Safety Act, Fire Safety Act
etc, the results of stock condition surveys and financial assumptions at the time.

The Business Plan is the Council’s strategic plan for managing and maintaining
Lincoln’s council housing properties and estates. It also sets out how the Council will
provide housing services to support it's tenants, and their families, to live in well
maintained and sustainable homes, which will be safe, secure, and of a high quality.
It sets out short to medium term plans and priorities for the housing service. The
strategic objectives set out within the plan, will influence the longer-term (30 year)
plans for financial planning and investment into existing council housing and for the
provision of new homes.

The Business plan describes the Council’s long-term commitment to deliver real

improvements in it's housing stock and surrounding neighbourhoods, based on four
main objectives:
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e Core Housing Services — Tenants consistently place core housing services
such as repairs, caretaking and landscaping as their number one priority and
the Council will work to ensure that Lincoln is ranked amongst the top
performing social landlords.

¢ New Homes — The Council plans to build, acquire and enable the development
of 1,700 additional homes over 30 years, which will reduce homelessness and
provide a greater choice of places for people to live.

e Estate Regeneration — Plans to regenerate estates means that the Council will
tackle problems like parking, crime and antisocial behaviour by improving the
urban landscapes (the look and feel) of streets and neighbourhoods.

e Decarbonisation — The Council plans to achieve an energy performance rating
of C for all of it's housing properties by 2030, which means that it will protect
the environment by reducing it's carbon footprint and making homes cheaper
to run for residents.

The Business Plans acts as guide to the development of the Housing Revenue
Account budgets, with a focus on growing surpluses that will enable sustainable
investment in homes and neighbourhoods.

Spending Assumptions

A review of the financial planning assumptions the Council over the period of the MTFS
has been undertaken, this information has been drawn from the 30 Year Housing
Business Plan, experience in previous years, the advice of Directors and Assistant
Directors, the current economic climate and other local and national issues that are
likely to influence the financial outcomes. The HRA includes a number of assumptions
in line with the General Fund, primarily inflation, pay inflation, pension contributions
and interest rate forecasts. Set out below are expenditure and income assumptions
specific to the HRA.

Repairs and Maintenance

Repairs and maintenance is an essential part of the asset management of the
Council’s housing stock. As set out in spending pressures section above, the cost of
repairs and maintenance to the housing stock is increasing due to labour shortages,
and increased contractor and material prices. These additional costs have been
reflected in the HRA with annual increases of c£0.260m. Work continues within the
service to drive down costs and deliver efficiencies were possible in order to reduce
repairs costs, however the cost increases that the HRA is experiencing outstrip any
efficiencies that can be delivered.

Funding the Capital Programme

Under the HRA self-financing system the primary source of funding for capital
investment in the Council’s housing stock will be from the revenue account through
asset depreciation charges and revenue contributions to capital outlay (RCCO) via the
Major Repairs Reserve.
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There is a reliance on the HRA to support the capital programme to the value of
£63.120m over the 5-year MTFS period through depreciation and revenue
contributions to capital outlay.

Resource Assumptions
Rents

In line with the Housing Business Plan and Government Rent Guidelines, which
announced that from April 2020 social rents should increase by a maximum of CP1+1%
for 5 years, the MTFS has historically been based on this assumption. In 2023/24
however the Government, in light of record inflation levels, imposed a cap on rent
increases of 7%, as CPI +1% would have allowed rent increases of up to 11.1%. No
such cap was imposed for 2024/25, and the maximum increase reverted to CPI1+1%.

In April 2024, the Government extended the existing rent settlement for another year,
meaning that the existing policy would remain in place until April 2026, and in the 2024
Autumn Budget, the Chancellor announced a consultation on a new Social Housing
Rent policy, which proposed that the rent policy should remain in place for at least 5
years, from 1 April 2026 to 31 March 2031. The consultation also noted the
Government were seeking views on possible variations to this approach that could
potentially improve the stability of rent policy, such as confirming the policy for a longer
period (e.g. 10 years) or on a rolling basis.

Included in the Council’s housing stock are a number of properties that were partly
funded by HCA grants on the condition that they are to be let on the basis of an
affordable rent rather than on social rents. In addition, there are a number of other
dwellings that are let on the basis of an affordable rather than social rent. Affordable
rents are not subject to Government Rent Restructuring Policies and are let at 80% of
market rent levels in the local area. The MTFS assumes rental increases in line with
social rents for its affordable rents.

With the exception of 2022/23 and 2023/24, the Council has historically set the rent
levels in line with the requirement to increase rents by CPI+1% (CPI being as at
September each year) for general purpose accommodation, and also increased
sheltered accommodation and affordable rents, by the same. In 2022/23 the Council
opted to increase rent by 3.6%, rather than the maximum 4.1% allowable and in
2023/24 the Council opted to increase rent by 6.5%, rather than the maximum 7%. In
order to maintain a position that allowed for investment in current, and new housing
stock, an increase of 7.7% was agreed for 2024/25, being CPI+1% as at September
2023.

The CPI rate for September 2024 was 1.7%, as such the Council are proposing to
increase rents by 2.7% from April 2025. The average 52-week rent for general
purpose and sheltered accommodation will be £86.76 per week, and £140.30 for
affordable rents. The assumption in the MTFS from 2025/26 onwards maintains
CPI1+1%.
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The table below sets out the impact of rent increases on all tenants, inclusive of all
rent types;

Average rent increase per property by number of bedrooms per week
as at 23/12/2024
Increase per week for Increase per week
No. of beds AffordabFI)e Housing for SociaIpHousing
£ £
1 & bedsits 3.38 2.08
2 3.59 2.32
3 3.87 2.56
4 4.41 2.73
5 6.18 2.84
6+ - 3.15

Whilst rent collection is currently performing below target, this is as a result of a
number of contributing factors; such as the continued increase in the cost of living
along with a large number of our tenants migrating from legacy benefits to Universal
Credit. Whilst the Council will continue to support tenants through Discretionary
Housing Payments, the establishment of the new Tenancy Sustainment Team and
through general advice and guidance it is likely that there will be an impact on
collection rates.

Net Interest Receipts

The HRA receives investment interest on the balances it holds (HRA balances are
made up of General Balances, capital receipts, earmarked reserves and the Major
Repairs Reserve). The MTFS 2025-30 includes interest income into the HRA based
on the level of HRA balances assumed in the MTFS 2025-30. The HRA is sensitive
to changes in interest rates linked to its investments, as an indication a change in
interest rates available on investments of +/- 0.5% would have an estimated impact of
approximately £0.653m. A rise of 0.5% in the Bank of England base rate would not
translate into a 0.5% increase in investment rates available.

Although the HRA is not sensitive to changes in interest rates linked to its portfolio of
borrowing, as all borrowing is at fixed interest rates, it does face a pressure of
increased borrowing costs due to new borrowing being taken in support of investment
in its new build programme. Although new build schemes bring additional income to
resource the cost of borrowing there is a timing risk of when the specific borrowing is
taken, particularly when internal balances are used in the short term, against the
assumptions used for the initial assessment of the scheme.

Releasing Resources
The HRA Business plan 2024-2054 focuses on growing surplus in the revenue

account to be released to support priority capital investment in council house new
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builds and investment in existing stock. Although there is no specific savings target in
the HRA the Council will continue to pursue the strands of its Towards Financial
Sustainability Programme, where there are financial benefits for the HRA, releasing
further resources for re-investment, it will also continue to ensure it's costs are
contained so that expenditure levels do not put pressure on the required revenue
contributions to the capital programme.

Housing Revenue Account Forecast

Appendix 2 provides a summary five-year Housing Revenue Account for the Council.

Risks to the Housing Revenue Account Budget

The Council has adopted a corporate approach to risk management and financial risk
management which is integrated into the Council’s overall management and decision-
making processes.

A number of key high-level risks have been identified which could have a positive
impact that could yield additional resources, but conversely some risks may have a
negative impact and result in a reduction of resources. These key risks are action
planned and continually reviewed as the MTFS develops. The main areas they cover
are:

e Risk of further government interventions limiting the flexibilities and freedoms
offered by the HRA Self -Financing regime particularly housing rent levels

¢ Fluctuations in rental income and arrears, particularly as a result of any impact
on collection rates due to the impact of the cost-of- living-crisis etc

¢ Increased cost of repairs and maintenance to housing stock.

e Implications arising from the Government’s NPPF and mandatory housing
targets

e Fluctuations in key economic assumptions e.g. inflation, interest rates.

e Impact of economic climate on demand for services, particularly from those
most vulnerable in the City e.g. housing waiting lists

e Implications of Government policies on demand for services e.g. asylum
dispersal, early prison release

e Changes to key assumptions within the MTFS.

¢ Financial and budget management issues.

Appendix 3 details the risk action plans for the internal and external risks. Officers will

continually monitor and appraise these risks as part of the on-going budget monitoring
and reporting to Members.
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Section 6 — The Housing Investment Programme

The Housing Investment Programme (HIP) covers all aspects of capital expenditure
relating to the Council’s landlord function. The Capital Strategy for the HIP reflects the
30-year Business Plan and details the 5-year capital programme.

Capital Spending Plans

The 5-year HIP has been drawn up to ensure that the Council meets its legal
obligations as a landlord. The Council has already invested significant resources over
recent years to achieve the Decent Homes Standard and now seeks to maintain an
enhanced Lincoln Standard.

The 5-year housing programme amounts to £72.958m and comprises the following
main areas of work:

e Housing Investment £63.520m:

o Developing and improving core housing services (focusing on the
allocation of resources to the key elements of decent homes, in line with
the most recent stock condition surveys, and supporting the Lincoln
Standard.

o Regeneration estates and neighbourhoods

o Reducing carbon emissions

e Housing Strategy £9.438m*:

o Additional affordable housing (focusing on continuing to maximise the
use of 1-4-1 retained right to buy receipts, assessing the use of
prudential borrowing and seeking government grant funding for new
build schemes or purchase & repair schemes that generate a positive
net rental stream).

* this includes the use of retained 1-4-1 right to buy receipts which are not yet allocated to specific
schemes and will be dependent on approvals of individual business cases)

As set out in the Section 5 above the 30-year HRA Business Plan was fully reviewed
during 2023/24, to reflect the changes to the local, regional and national operating
environment and to reflect the Councils current aims and ambitions in the current
Vision 2025. The 30-year financial model that supports the Business Plan is updated
each year to reflect the revised financial planning assumptions and new schemes.
Key changes for the latest update will focus on the impact of the Government’s
announcements on the Right to Buy scheme.

Spending Pressures

Impacts of current economic factors/construction industry

Similar to the GIP the HIP the cost of capital projects have been impacted as a result
of; inflationary pressures, escalating the costs of material and labour, and also due to
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availability of a skilled labour supply and certain materials.  In addition, the higher
cost of borrowing has also affected the viability of schemes.

It is though inevitable that there will be cost impacts on both the housing investment
programme as well as on specific schemes in the housing strategy programme that
are currently being developed. Particularly in relation to new housing developments,
these changes in underlying costs of delivery, as well as the rising cost of borrowing,
may result in some schemes being no longer viable. As schemes are bought forward,
they will be re-evaluated, this will ensure that they still demonstrate value for money
and remain affordable. Given the importance of investment in the City, to support the
local economy, all opportunities to contain costs and/or seek alternative funding,
primarily through Homes England, to ensure schemes are delivered will be
undertaken.

Resources
The resources necessary to fund the Council’s HIP are provided by the following:

Major Repairs Reserve

The Major Repairs Reserve (MRR) is the main source of capital funding and the
mechanism by which timing differences between resources becoming available and
being applied are managed. The MRR may be used to fund capital expenditure and
to repay existing debt. Depreciation is a real charge on the HRA and is paid into the
MRR from the Housing Revenue Account to fund capital expenditure. The total charge
to the revenue account over the 5-year MTFS period through depreciation is
£42.563m, and £44.239m is planned to be utilised (this includes balances bought
forward).

Revenue Contributions to Capital Outlay

The 5-year MTFS includes contributions of £23.561m of revenue contributions over
the five-year period of which £19.309m is planned to be utilised (including balances
brought forward).

Grants and Contributions

There are no grants or contributions planned to be utilised in the five-year MTFS
period.

Capital Receipts

Housing capital receipts fall within the Governments pooling regime. Under these
arrangements capital receipts from Right-to-Buy (RTB) sales are pooled until a pre-
set limit for government share of the income generated has been achieved. Once the
target for the government share of the RTB receipts has been reached, the Council
may retain 100% of the receipts from any additional Right-to-Buy sales. These are
subject to a formal retention agreement between the Council and MHCLG and must
be used for replacement of the council housing sold, within an agreed timeframe
(currently 5-years).
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For the financial years 2022/23 and 2023/24, local authorities were permitted to retain
the Treasurys share of right to buy receipts under the same conditions as above, being
that they are used to replace council housing and must be spent within a set timeframe.
The Government’s Autumn Budget 2024 announced immediate reforms to the RTB
scheme, which including continuing this arrangement indefinitely, with ongoing
monitoring to assess how effectively this additional resource is being used.

Previously up to 50% of the cost of a new build home or acquisition could be funded
through RTB receipts, however for 2024/25 and 2025/26, the Government has
removed this percentage cap increasing the amount that can be funded from RTB
receipts to 100%. The intention being that it will make it easier for local authorities to
undertake longer term planning and fund replacement homes using Right to Buy
receipts.

To help drive the supply of new homes a cap was previously introduced on the use of
RTB receipts being used towards property acquisitions, this cap has also been
removed for 2024/25 and 2025/26.

The proceeds of dwelling sales under the RTB scheme provide a regular source of
capital receipts income to the Council, with the number of sales increasing in recent
years. Under the immediate reforms announced in the Autumn Budget, the
Government drastically reduced the amount of cash discount a council tenant can
receive should they wish to purchase their home under the scheme. Despite a surge
in RTB applications, before the immediate changes were implemented, it is anticipated
that the level of RTB’s will significantly reduce over the period of the MTFS, resulting
in a reduction in RTB receipts although councils can now retain 100% of these receipts
(as set out above). Previously the MTFS had assumed around 50 sales per year, but
this has now been reduced by half in the 2025-30 MTFS period. Total receipts of
£10.764m are assumed over the MTFS period.

Non-RTB sales i.e sale of HRA land, are excluded from the pooling arrangement and
are retained in full by the Council for use as the Council sees fit. There are no targets
in the MTFES for non-RTB sales.

Prudential Borrowing

The Prudential Code allows the Council to take borrowing if it can demonstrate that
such borrowing is affordable, sustainable and prudent in its Prudential Indicators
(detailed in the Treasury Management Strategy). Although PWLB lending terms
prohibits borrowing from it to finance assets for yield it does still allow access to the
PWLB for land release, housing delivery, or subsidising affordable housing. This
follows on from the removal of the housing borrowing cap in 2018 and continues to
allow significant opportunities for the Council to invest in new house building
programmes and the potential redevelopment of areas of existing housing stock. In
addition, the PWLB provides preferential borrowing rates for HRA expenditure,
intended primarily for new housing delivery. The Autumn Budget confirmed the
availability of this rate had been extended to March 2026.
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The Capital Financing Requirement (CFR) is forecast to rise to £85.418m by the final
year of the MTFS with additional borrowing included in the MTFS and no allowance
made for the repayment of existing debt. Actual borrowing forecast to be utilised
during the MTFS is £3.769m, to fund the new build & acquisition programme alongside
1:4:1 receipts.

Projected Capital Resources

Resources to finance the proposed £72.958m Housing Investment Programme
2025/26 — 2029/30, are currently estimated to be as follows:

£000

Major Repairs Reserve (depreciation & 63,548
revenue contribution)

Capital Receipts (inc RTBs) 5,640
Borrowing 3,769
TOTAL 72,958

Housing Investment Programme Forecast

Based on the spending requirements and resource assumptions, Appendix 4 provides
a summary five-year HIP for the Council.

Risks to the Housing Investment Programme

The Council has adopted a corporate approach to risk management and financial risk
management is integrated into the Council’'s overall management and decision-
making processes.

A number of key high-level risks have been identified which could have a positive
impact but conversely some risks may have a negative impact and result in a reduction
of resources. These key risks are action planned and continually reviewed as the
MTFS develops. The main areas they cover are:

e Generation of sufficient revenue surpluses to resource required investment

e Achievement of capital receipts i.e. RTB targets, particularly in light of the
recent forms to the RTB system.

e Increased project costs, particularly in light of inflationary increases in recent
years and the current challenges in the construction sector

e Condition of existing stock

e Sustainability of contractors in construction industry, particularly in light of
current economic factors

e Higher interest rates impacting on future borrowing costs

¢ Implications of Government Regulations e.g. the Building Safety Act & Fire
Safety Act, and any new requirements arising in relation to mould/damp
conditions (Awaab’s Law)

¢ Implications arising from the Council’s Radon Management Plan.
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e Impact of the Government’'s Devolution White Paper and reforms to grant
funding pots, allocating resources for Housing to the new Mayoral Combined
Authority.

Appendix 5 of the MTFS details the risk action plans for the internal and external risks.

Officers will continually monitor and appraise these risks as part of the on-going budget
monitoring and reporting to Members.
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Section 7 — Financial Resilience

The chartered Institute of Public Finance and Accountancy (CIPFA) defines Financial
Resilience for local councils as “the ability, from a financial perspective, to respond to
changes in delivery or demand without placing the organisation at risk of financial
failure”. “This means having the agility and flexibility to forecast and manage both
expenditure and income to meet requirements as they change while delivering a
balanced budget”.

It further describes financial resilience as “the ability of local authorities to remain
viable, stable and effective in the medium to long term in the face of pressures from
growing demand, tightening funding and an increasingly complex and unpredictable
financial environment”.

Financial Metrics

Financial Resilience Index

CIPFA have developed a Financial Resilience Index (FRI), which is a comparative
analytical tool designed to support good financial management and shows the
Council’s position on a range of measures associated with financial risks. CIPFA’s
index centres mainly on the position of Useable Reserves for councils and looks back
on how these have changed. It also reviews the General Fund’s sources of income as
a percentage of the Net Revenue Expenditure Requirement. The key items are shown
in the following table.

CIPFA Financial Resilience Index 2023/24 Stress
Compared to
other
Councils

Level of Reserves/Net expenditure 82.80%

Change In Reserves (53.03)%

Interest Payable/ Net Revenue Expenditure 26.15%

Gross External Debt £107.742m

Unallocated Reserves/ Net Revenue Expenditure 16.13%

Earmarked Reserves/ Net Revenue Expenditure 66.67%

Change in Unallocated Reserves (46.18)% *

Change in Earmarked Reserves (54.43)% *

Change in HRA Reserves 39.94%
* due to an error in submission of data there was a misclassification of reserves
between unallocated and earmarked. Had the correct amounts been submitted
unallocated reserves would have changed by (16)% and earmarked reserves would

have changed by (57%). The change in unallocated reserves would be classified as
Amber rather than Red.

Whilst full data is not available through the FRI and it is very much a backward-looking
review, it does highlight areas of potential financial risk where additional scrutiny
should take place to provide additional assurance.
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Office for Local Government (Oflog)

In 2023 the Government established a new local government performance body for
England, the Office for Local Government (Oflog). The aim of which is to increase
“transparency” within the sector and identify councils “at risk of potential failure”.

Its main function was to provide authoritative and accessible data as well as analysis
of the performance of councils and support their improvement. It planned to do this
by publishing data in a clear and accessible way in the new Local Authority Data
Explorer.

Initially, this includes a subset of service areas for data — adult skills, adult social care,
finance, and waste management. These service areas were planned to be expanded
to cover the breadth of what local authorities do.

The finance subset was intended to provide a range of indicators of council’s financial
sustainability, intended to identify early warning signs of potential serious failure and
allow these to be addressed as soon as possible.

While initial data was published in 2023, based on the financial year 2021/22, there
were no further datasets published in relation in 2022/23. Subsequently, in December
2024 the Government announced that it would be closing Oflog but that the Local
Authority Data Explorer would continue to be maintained by the MHCLG.

Data for 2023/24 was then published in December 2024.

The published data for the finance subset is set out in the following table:

Year Lincoln Median of England
Lincoln's median
CIPFA (Districts)
Nearest
Neighbours
Non-ringfenced reserves as 23/24 82.80% 108.80% 135.30%
percentage of net revenue
expenditure
Non-ringfenced reserves as 23/24 64.60% 83.90%  124.00%
percentage of service expenditure
Total core spending power per 23/24 £274.99 £269.85 £261.87
dwelling
Level of Band D council tax rates 23/24 £299.25 £246.43  £201.99
Debt servicing as a percentage of 23/24 34.50% 33.40% 11.00%
core spending power
Total debt as a percentage of core 23/24 1084.30% 1140.70%  458.50%

spending power
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Summary of Financial Resilience Index and Financial Metrics

Whilst both the FRI and Metrics provide comparable data on key financial sustainability
measures, there are drawbacks to both on the basis that they are backward looking in
nature and more importantly they do not take into account local factors/circumstances.

Nonetheless there are a number of common factors between them both that highlight:

e The level of the Council’s reserves (unallocated and earmarked), which are
comparatively low compared to nearest neighbours/similar authorities and to all
district councils.

e High levels of capital financing

e The impact of an above average local council tax support scheme on Council
income and a relatively low council tax base

Reserves

The Oflog headline that ‘unringfenced reserves’ are below average hides two specific
factors once that measure is disaggregated, as this includes unallocated ‘general’
reserves and earmarked reserves.

e Earmarked reserves are defined as being kept for a specific purpose or plan.
By virtue of being earmarked, they cannot contribute to covering financial
shortfalls without this having an impact on previous plans; and some cannot be
used for anything other than the intended purpose at all. The Council’s
Earmarked reserves as at 31 March 2024 (expressed as % of net revenue
expenditure) were significantly below median for both the CIPFA FRI nearest
neighbour cohort and the national median, as was the change in these reserves
since 31 March 2020. However, what the data does not collect is whether the
earmarked reserves have specific purposes, i.e are set aside for specific items
or more generic risk-based reserves.

e Unallocated reserves are normally kept to manage general financial risks and
can be used flexibly. At 16.13% of 2023/24 net revenue expenditure, the level
of unallocated reserves on 31 March 2024 was just below the median for the
CIPFA FRI nearest neighbour cohort and below the national median.

Capital Financing

The CIPFA FRI only uses a cash value Gross External Debt measure to compare
councils against each other. There’s no weighting by local authority size, nor does it
take into account the medium-term borrowing requirements which can be teased out
using the capital financing requirement (CFR) metric. Oflog focusses on CFR, calling
it ‘total debt’.

e According to Oflog data, the Council's CFR was more than 10 times its core
spending power. If this measure were rebased to look at net revenue
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expenditure, as it is a better proxy of council budgets, encompassing more
factors than the strict selection of grants within core spending power, then on
this basis, the Council’s CFR remains at 10 times its net revenue expenditure
in 2024. This is about 2.4 times higher than the national district median, but
lower than the Oflog nearest neighbour cohort median.

e The CFR measure normally includes Housing Revenue Account capital
financing. Stripping out the HRA element, it is estimated that the remaining CFR
is 5.1 times its net revenue expenditure for 2023/24. Clearly the HRA has an
impact, but stripping it out of all district councils still sees the Council above the
national district median and pushes it above the nearest neighbour cohort
median too.

e CIPFA FRI suggests that the Council’s interest payments in 2023/24 amounted
to 26.15% of its net revenue expenditure, above the national median. Given
the differences in the size of the CFR, then higher interest payments would be
expected.

Council Tax

e Oflog’s data explorer identifies that the Council's Band D council tax rate in
2021/22 (£299.25) was 4th highest among the nearest neighbour group used
by Oflog, outpacing the English average of £201.99 as well.

e However, despite the comparatively large Band D council tax level, council tax
revenue per dwelling is below both the national and cohort median.

e This is a signal that the Council has a weaker council taxbase than the average
English district council, which means that Band D council tax has to be higher
to raise the same cash amount.

e Indeed, analysis suggests that the ratio of Band D equivalent households (i.e.
dwellings weighted by their Band) to unadjusted total dwellings is significantly
lower than the national median among districts.

e This can be driven by the mix of council tax bands in the area compared to other
councils, but also that, according to taxbase statistics, Lincoln was among the
councils within its nearest neighbour cohort which have foregone the most
council tax revenue due to local council tax support schemes. This is the case
across both pensioner and working age elements, but in the case of the working
age scheme where more local flexibility is afforded by regulations, the share of
revenue foregone is 1.9 times the national median among districts.

As set out above while both the FRI and Oflog’s data provide comparable data on key
financial sustainability measures, there are backward looking and more importantly
they do not take into account local factors/circumstances. Local context should be an
important thread in any analysis.

Taking into account the local context, while reserve levels are considered low when
compared to other local councils, the Council’s level of reserves is planned, with
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balances held for both the General Fund and the Housing Revenue Account (HRA)
being in line with prudently assessed minimum levels. While there are a range of
earmarked reserves held for specific purposes there are also a significant portion,
c49%, that are held as either risk-based reserves or budget stabilisation reserves and
are used to manage budget risks. There is a balance to be made between money held
in reserves and balances and money used for the delivery of corporate priorities. The
Council’s policy is to keep reserves and balances low but prudent to ensure money is
not left as dormant and inaccessible for the delivery of corporate priorities.

As reserves can only be increased by the setting aside of revenue resources, any
attempts to increase reserves would impact on both the General Fund and HRA and
reduce service budgets/increase the level of savings required.

In relation to high levels of capital financing, while the Council has an historic high level
of capital financing requirement, it does adopt a prudent approach to the need to
borrow and seeks to finance capital expenditure from alternative sources whether
possible.

In terms of the General Fund the use of long-term prudential borrowing will only be
used as a funding mechanism for key projects following a full financial assessment,
with priority for income generating/sustaining schemes. It may however be used as a
short-term measure to fund capital expenditure prior to a capital receipt being
received, or in the absence of any other funding source. In terms of the HRA, financing
of new builds or acquisitions will be funded through borrowing on the basis that
investments are made where projected income offsets the cost including borrowing.
Over the past decade the levels of the Council’'s capital finance requirement has
significantly increased, (in 2012/13 the CFR was £57m, in 2023/24 it was £150m) due
to funding decisions taken in relation to:

e Investment in Lincoln Central Car Park, resulting in significant additional
revenue income.

e Acquisition of investment properties: Travelodge, NCP Car Parks and Deacon
Road Retail Units.

¢ Investment at the Crematorium to maintain existing income streams.

e ‘Buy-out’ under HRA Self-Financing reforms.

e Significant investment in new builds and buyback, e.g De Wint Court, Rookery
Lane, Markham House, buy back programme, LAHF homes etc, resulting in
significant additional rental income

The use of prudential borrowing in relation to both the General Fund and HRA has
resulted in significant additional income, in excess of annual revenue cost of
borrowing. This use of borrowing has been undertaken in accordance with the
principles of being prudent and affordable to do so and has ensured the financial
sustainability of the General Fund. In the absence of the revenue income generated
by these investments, significant reductions in services would have been required.

The Council has also taken the decision to amend it's Minimum Revenue Provision
(MRP) policy on two occasions in the last ten years. This has the consequence of
reducing the annual revenue charge (and as such supporting the General Fund), but
does however mean that the capital financing requirement does not reduce as quickly.
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These decisions have been taken in order to maintain the financial sustainability of the
General Fund and with the implications for the CFR being fully set out.

Further details about the Council's borrowing requirements and the Prudential
Indicators can be found in the Council’'s Treasury Management Strategy.

In terms of Council Tax, the Council has a low council tax base due to 80% of
properties being in Band A and B, this limits the level of overall council tax that can be
raised. One of the Council’s five strategic priorities is “Let’s reduce all kinds of
inequality”, maintaining a maximum entitlement to Council Tax support is currently a
key initiative under this priority, with the Council understanding the impact this has on
it's council tax raising ability (further details of the amount of Council Tax revenue
forgone through the Council Tax support scheme is set out in section 3).

Management of Risk

The Council has always maintained a very proactive approach to managing risk and
there are effective arrangements for financial control already in place. However, as a
result of the significant changes to local government funding, which saw a shift towards
self —sufficiency and dependence on local funding sources, levels of volatility and risk
significantly increased, this was reflected in an increase in the prudent minimum level
of general reserves to be held.

The financial risks, in Appendix 5, have been identified and an assessment of the
estimated exposure, likelihood and mitigations has been made in the context of the
Council’s overall approach to risk management and internal financial controls.

Reserves and Balances

Some reserves and balances are essential for the prudent management of the
Council’s financial affairs. These will provide a working balance to cushion the impact
of uneven cash flow, a contingency for the impact of unexpected events or
emergencies (as experienced unforeseen and unavoidable inflationary costs arising
over the past two years) and allow the creation of earmarked reserves to meet known
liabilities. The consequences of not keeping a minimum level of reserves can be
serious and is therefore one of the key considerations when setting the MTFS.

The minimum prudent levels of reserves and balances that the Council should
maintain are a matter of judgement. It is the Council’s safety net for unforeseen
circumstances and must last the lifetime of the Council unless contributions are made
from future years’ revenue budgets. It is currently for local authorities themselves,
taking into account all the relevant local circumstances, to make a professional
judgement on what the appropriate level of reserves and balances should be.

In order to ensure the adequacy of the Council’s reserves and balances (i.e. their
robustness) it is essential to determine if the Councils they are sufficient to meet the
assessed risks over the MTFS period.

Using the risk register, as set out in Appendix 5, a sensitivity analysis has been
undertaken to determine an optimum level of reserve holdings needed to meet the
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requirements of a working balance and contingency to provide in-year resilience. The
conclusion of this risk assessment is that it is deemed prudent that General Fund
reserves should continue to be maintained at around £1.5m - £2m, and that Housing
Revenue Account reserves should maintained at around £1m - £1.5m.

The general reserves at the end of each year for 2025/26 to 2029/30 are summarised
in the table below.

2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30

£000 £000 £000 £000 £000
General Fund 2,668 2,104 1,854 1,868 2,251
Housing Revenue Account 1,142 1,186 1,186 1,184 1,186

The overall levels of General Fund and Housing Revenue Account balances in
2029/30 are in line with the prudently assessed minimum level of balances.

Earmarked reserves are sums specifically held to enable funds to be built up to meet
known or predicted liabilities. A review of reserves and balances has been undertaken
as part of the budget process and a schedule presenting the estimated closing
balances at the end of each of the next five financial years is contained within Appendix
6.

Scenario Planning and Tests of Financial Resilience

While the above assessment of a prudent level of reserves focuses on ensuring
reserves are sufficient to respond to in-year fluctuations, some of these variables may
have ongoing impacts and a longer time frame for assessing the Council’s financial
resilience should be undertaken.

Using the above sensitivity analysis and extrapolating it over the period of the MTFS
allows the modelling of an optimistic, most likely (the MTFS) and pessimistic set of
scenarios to assess against two tests of financial resilience. These financial resilience
tests assess the impact of the “modelled risks” in two stages:

e Stage 1, the primary test of financial resilience, which compares the likelihood
of risk against the General Fund ‘General Balance’ only.

e Stage 2, the secondary test of financial resilience, which compares the
likelihood of risk against the General Balance and some Earmarked Reserves.

Stage 1 — The Primary Test of Financial Resilience
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Level of General Balances
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e When only the General Balances are considered, the reserves are sufficient to
meet the pessimistic, likely and optimistic scenarios for 2025/26, which means
that Council can be assured that it has sufficient revenue contingency.

e From 2026/27 onwards only the optimistic and likely options can be resourced
from General Balances.

Stage 2 — The Secondary Test of Financial Resilience

The Stage 2 assessment is a ‘complete’ test, in that it also brings into the assessment
the use of the Council's Earmarked Reserves to supplement General Balances
(except specific reserves that are set aside in relation to capital, contracts, projects
and third parties, as these reserves are in place to meet specific commitments).

Level of General Balances and Reserves
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£8,000,000

£6,000,000
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£2,000,000
£-
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e This test shows that the Council would have sufficient reserves to meet all
modelled risks until through to 2028/29; from here the assessment is showing
that only the pessimistic risk would not be financed.

The pessimistic scenario demonstrates a further significant financial challenge for the

Council, primarily based on local authority funding reforms, higher than budgeted
inflationary increases, as well increased costs from as key service contracts and

63




leases are due to end and new legislative service requirements are set to be
introduced.

The optimistic scenario is based on the key assumption that that there are significant
transitional arrangements implemented for the business rates reset and that a
sufficient level of funding is provided for new statutory burdens. additional resourced
to local authorities. Under this scenario the significant level of savings underpinning
the MTFS are still likely to be required.

It should be noted however that it is unlikely that all these risks modelled would occur
at the same time and that some of them may only incur in one financial year rather
than being annual impacts.

It is fair to say that in considering the sensitivity analysis and scenario planning, with
the use of General Balances and some of the Earmarked Reserves the Council should
be able to absorb considerable additional financial risk.

The Council should though, when drawing down from reserves in future years be
cognisant that this will reduce the available funds to meet potential financial stresses.

Planned Use and Contribution to Reserves

While the overall level of balances will still be maintained within the prudent minimum,
over the period of the MTFS, there are planned uses of balances in the General Fund
of balances in the General Fund of £0.563m in 2026/27 and £0.250m for 2027/28.
The higher use in 2026/27 is as a result of the forthcoming funding reforms and the
assumption that the accumulated gains on Business Rate income will be reset, leaving
the Council at a significant financial detriment. Whilst the Council has assumed an
increased level of savings will be required to mitigate the ongoing impacts of this
income loss, in the short term the use of a combination of additional ‘one-off’ resources
along with balances and earmarked reserves allows the Council to make more
informed decisions about the size, scale and scope of the savings programme once
there is further clarity around key uncertainties. Based on the current trajectory of
savings targets the General Fund will be in the position of making positive
contributions to balances by 2028/29 with forecasted contributions of £0.014m and a
further £0.382m in 2029/30.

The careful use of balances, along with earmarked reserves, in the supporting the
General Fund is seen as a short-term measure only to ensure a balanced budget
position is maintained while the Council awaits the outcome of the local authority
funding reforms and implications arising from the Devolution White Paper. The use of
reserves is not foreseen as a long-term solution and the Council is clear that it will
need to deliver substantial, ongoing, reductions in it’s net cost base.

In conclusion, the levels of reserves and balances recommended within this strategy

are believed to be adequate to meet the Council’s obligations and have been based
on a detailed risk assessment.
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Housing Revenue Account

In relation to the HRA, the scenario planning is undertaken over the period of the full
30-year business plan. This is based on variables to key assumptions, primarily the
level of CPI which drives the rental income e.g. a 1% increase in the 2025/26
assumption of CPI at 2% equates to increased resources in the HRA of £1.1m over
the 5-year period and c£16m over the 30-year period. The Business Plan model is
regularly used to model new developments and investments required in the existing
housing stock.
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GENERAL FUND BUDGET SUMMARY 2025/26 — 2029/30

Chief Executive & Town Clerk
Communities &
Environmental Services
Major Developments

Housing & Investment
Corporate

Capital Accounting Adjustment
Base Requirement

Specific Grants

Contingencies

Savings Targets

Transfers to/(from) earmarked
reserves

Transfers to/(from) insurance reserve
Total Budget

Use of Balances

NET REQUIREMENT

Business Rates

Business Rates Surplus/(Deficit)
Revenue Support Grant

Council Tax Surplus/(Deficit)
Council Tax

Total Resources

Balances b/f @ 1st April

Increase/(Decrease) in Balances

Balances c/f @ 315t March

Appendix 1

2025/26 2026/27 2027/28 2028/29 2029/30
Estimate Estimate Estimate Estimate Estimate
£ £ £ £ £
5,336,120 5,563,870 5,668,670 5,663,560 5,690,910
3,273,300 5,183,320 5,106,870 5,134,180 5,076,390
(2,194,010) 567,730 566,710 566,060 570,580
986,270 970,600 1,053,440 1,062,240 1,069,870
1,497,320 1,531,880 1,557,520 1,583,790 1,601,760
8,899,000 13,817,400 13,953,210 14,009,830 14,009,510
7,087,700 3,196,290 3,216,090 3,273,490 3,315,790
15,986,700 17,013,690 17,169,300 17,283,320 17,325,300
(624,370) (597,560) (597,560) (597,560) (597,560)
(216,110) (264,420) (254,570) (242,610) (226,960)
(250,000) (500,000) (1,750,000) (1,750,000) (1,750,000)
(223,980) (986,180) 211,960 297,510 226,930
30,610 19,140 1,990 (16,820) (39,260)
14,702,850 14,684,670 14,781,120 14,973,840 14,938,450
129,440 (563,260) (250,200) 13,910 382,410
14,832,290 14,121,410 14,530,920 14,987,750 15,320,860
7,119,650 5,439,770 5,529,900 5,644,450 5,644,450
(624,230) 0 0 0 0
226,480 226,480 226,480 226,480 226,480
(56,360) 0 0 0 0
8,166,750 8,455,160 8,774,540 9,116,820 9,449,930
14,832,290 14,121,410 14,530,920 14,987,750 15,320,860
2,538,799 2,668,239 2,104,979 1,854,779 1,868,689
129,440 (563,260) (250,200) 13,910 382,410
2,668,239 2,104,979 1,854,779 1,868,689 2,251,099
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Appendix 2

HOUSING REVENUE ACCOUNT SUMMARY 2025/26 — 2029/30

Income

Gross Rental Income

- Dwellings rents

- Non-Dwelling rents

Charges for Services & Facilities
Repairs Account Income

General Income

Special Income

Contributions towards Expenditure
Total Income

Expenditure

Repairs Account Expenditure
Supervision & Management - General:
Supervision & Management — Special:
Contingencies

Rents, Rates and Other Premises
Insurance Claims Contingency

Debt Management Expenses
Depreciation of Fixed Assets

Increase in Bad Debt Provisions
Total Expenditure

Net cost of service

Loan Charges Interest

- Investment Interest

- Mortgages Interest

Surplus on HRA for the year

Revenue Contributions to Capital Outlay
Transfers to/(from) Insurance reserve
Transfers to/(from) Earmarked reserves

(Surplus)/deficit in year
Balance b/f at 1 April
Balance c/f at 31 March

2025/26
Estimate
£

(35,891,940)
(486,700)
(668,410)

(90,000)
(928,020)
(160,340)

(15,000)

2026/27
Estimate
£

(36,901,680)
(501,320)
(701,220)

(90,000)
(893,190)
(166,540)

(15,000)

2027/28
Estimate
£

(38,074,100)
(516,360)
(722,020)

(90,000)
(911,150)
(173,060
(15,000)

2028/29
Estimate
£

(39,061,570)
(531,840)
(742,300)

(90,000)
(927,970)
(179,900)

(15,000)

2029/30
Estimate
£

(40,188,390)
(547,800)
(762,980)

(90,000)
(944,490)
(187,070)

(15,000)

(38,240,410)

(39,268,950)

(40,501,690)

(41,548,580)

(42,735,730)

12,237,560 12,426,920 12,675,150 12,945,990 13,220,990
7,870,900 7,979,710 8,132,460 8,274,660 8,415,090
2,439,650 2,514,810 2,553,170 2,606,330 2,660,660
287,240 287,400 286,860 286,680 286,410
784,390 800,780 838,090 872,220 906,960
499,400 513,890 529,840 546,750 564,660
9,820 10,110 11,760 13,480 15,260
8,512,500 8,512,500 8,512,500 8,512,500 8,512,500
251,450 252,090 252,760 259,370 264,560
32,892,910 33,298,210 33,792,590 34,317,980 34,847,090
(5,347,500)  (5,970,740) (6,709,100)  (7,230,600)  (7,888,640)
2,350,400 2,370,400 2,575,300 2,626,900 2,640,800
(402,100) (390,900) (514,700) (591,200) (664,900)
0 0 0 0 0
(3,399,200)  (3,991,240)  (4,648,500)  (5,194,900)  (5,912,740)
2,036,030 3,880,420 4,583,440 5,146,330 5,881,330
600 (13,890) (29,840) (46,750) (64,660)
350,500 80,330 95,800 97,320 93,670
(112,070) (44,380) 900 2,000 (2,400)
(1,030,024)  (1,142,094)  (1,186,474) (1,185,574) (1,183,574)

(1,142,094)  (1,186,474) (1,185,574) (1,183,574) (1,185,974)
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GENERAL INVESTMENT PROGRAMME - 2025/26 to 2029/30

Expenditure Programme

Chief Executives

Directorate of Communities and
Environmental Services

Directorate of Major Developments
Directorate of Housing

Externally Delivered Town Deal Schemes
Total Programme Expenditure

Capital Funding
Contributions from Revenue
Opening balance

Received in year

Used in financing

Closing balance

Capital receipts

Opening balance

Received in year

Used in financing

Used to repay temporary borrowing
Closing balance

Grants & contributions
Opening balance
Received in year

Used in financing
Closing balance

Unsupported borrowing
Opening balance
Received in year

Used in financing

Closing balance

Total Capital Funding Utilised

Available Resources c/f

Appendix 3

2025/26 2026/27 2027/28 2028/29 2029/30
Estimate Estimate Estimate Estimate Estimate
£ £ £ £ £

2,365,352 200,000 200,000 200,000 200,000
2,437,751 851,990 851,990 851,990 851,990
19,131,371 3,565,065 0 0 0
298,152 0 0 0 0

0 0 0 0 0
24,232,626 4,617,055 1,051,990 1,051,990 1,051,990
121,159 (0) (0) (0) 0
65,000 0 0 0 0
(186,159) 0 0 0 0

0 9) 0) 0 0
1,588,750 1,158,629 2,166,989 2,166,989 2,166,989
6,713,060 7,831,940 0 0 0
(6,414,161) (3,565,065) 0 0 0
(729,020) (3,258,515) 0 0 0
1,158,629 2,166,989 2,166,989 2,166,989 2,166,989
11,654,635 511,500 511,500 511,500 511,500
4,892,600 851,990 851,990 851,990 851,990
(16,035,735) (851,990) (851,990) (851,990) (851,990)
511,500 511,500 511,500 511,500 511,500

0 0 0 0 0
1,596,571 200,000 200,000 200,000 200,000
(1,596,571) (200,000) (200,000) (200,000) (200,000)
0 0 0 0 0
(24,232,626) (4,617,055) (1,051,990) (1,051,990) (1,051,990)
1,670,129 2,678,489 2,678,489 2,678,489 2,678,489
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HOUSING INVESTMENT PROGRAMME - 2025/26 - 2029/30

Capital Programme

Decent Homes

Health and Safety

New build programme
Lincoln Standard
IT/Infrastructure

Other Current Developments

Total Programme Expenditure

Capital funding

Major Repairs Reserve
Opening balance
Depreciation received in year
Depreciation used in financing
DRF received in year

DRF used in financing
Closing balance

Capital receipts
Opening balance
Received in year
Used in financing
Closing balance
1-4-1 receipts
Opening balance
Received in year
Used in financing
Closing balance

Grants & contributions
Opening balance

Grants & contributions received in

year
Used in financing

Closing balance

Borrowing

Opening balance
Borrowing taken in year
Used in financing
Closing balance

Total Capital funding utilised

Available Resources c/f

Appendix 4

2025/26 2026/27 2027/28 2028/29 2029/30
Estimate Estimate Estimate Estimate Estimate
£ £ £ £ £

11,360,556 11,754,391 10,450,877 8,862,620 9,077,214
649,088 616,543 634,870 634,870 634,870
5,231,887 1,048,850 1,051,293 1,052,320 1,053,270
150,000 150,000 150,000 150,000 150,000
102,720 0 0 0 0
2,105,608 1,646,419 1,448,990 1,395,000 1,395,000
19,599,860 15,216,203 13,736,030 12,094,810 12,310,354
21,998,683 19,912,766 18,606,084 19,272,017 22,030,197
8,512,521 8,512,521 8,512,521 8,512,521 8,512,521
(11,360,556) (10,586,930) (7,224,793) (7,426,164) (7,640,758)
3,798,150 4,348,150 4,838,150 5,288,150 5,288,150
(3,036,032) (3,580,422) (5,459,944) (3,616,326) (3,616,326)
19,912,766 18,606,084 19,272,017 22,030,197 24,573,784
3,215,206 3,027,656 3,542,793 4,061,127 4,584,130
1,478,422 563,987 569,626 575,323 581,076
(1,665,972) (48,850) (51,293) (52,320) (53,270)
3,027,656 3,542,793 4,061,127 4,584,130 5,111,936
4,999,089 6,052,321 6,555,523 7,085,079 7,641,573
2,821,881 1,003,203 1,029,556 1,056,494 1,084,027
(1,768,650) (500,000) (500,000) (500,000) (500,000)
6,052,321 6,555,523 7,085,079 7,641,573 8,225,600
275,313 275,313 275,313 275,313 275,313
0 0 0 0 0
0 0 0 0 0
275,313 275,313 275,313 275,313 275,313
0 0 0 0 0
1,768,650 500,000 500,000 500,000 500,000
(1,768,650) (500,000) (500,000) (500,000) (500,000)
0 0 0 0 0

(19,599,860)

(15,216,203)

(13,736,030)

(12,094,810)

(12,310,354)

29,268,056

28,979,713

30,693,536

34,531,213

38,186,632

69




BUDGET RISK ASSESSMENT

Appendix 5

No.

Budget Item

Risk

2025/26

2026/27-
2029/30

Containment

Risk Score

Risk Score

Capital
Expenditure

Project slippage
Inflationary and NIC
impacts/increased costs
materials and labour

Failure of contractor i.e.
contractor goes into liquidation.

Demand for improvement
grants.

Sunk costs of aborted schemes

Achieving levels of projected
costs in the HRA Business plan

Total Score: 9

Likelihood: 3
Impact: 3

Total Score: 9

Likelihood: 3
Impact: 3

Regular budget monitoring and reporting to
Project Boards, DMT’s and CMT.

Ensure correct project management
procedures followed (Lincoln Model)

Quarterly budget monitoring and reporting to
Performance Scrutiny and the Executive
Financial procedure rules are followed,
including financially vetting of all contractors
Use of collaborative contracts/framework
agreements where possible e.g. Pagabo
Support from Procurement engaged at an early
stage

Carry out post implementation reviews

Ensure risk assessments completed for all
significant schemes before commencing and
regularly updated

Value engineering used to contain project
costs

Cost estimates obtained ahead of procurement
exercises.

Consideration of Fixed Price Contracts and/or
Risk Sharing

Consideration of alternative/cheaper materials
PGC’s/Bonds to be obtained on key contracts
Use of external PM’s, cost consultants and QS
where required.

Effective contract mgmt.

Income from Fees
& Charges/ Rents:
e Car Parking

Reduction in the usage of the
service/activity levels due to

Total Score: 9

Total Score: 9

Updated Car Parking Strategy in place.
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BUDGET RISK ASSESSMENT

Appendix 5

e Crematorium/

Cemeteries

o Development
Control

e Building
Control

¢ Land Charges
e Control Centre

economic factors and cost of
living crisis

Over optimistic income targets
Reputational issues

Increasing reliance on income
within the MTFS

e Lincoln
Properties N : ing th
e Industrial EV\l/( competitors entering the
Estates market
* Cenual Increased fees and charges
Market
levels reduces demand
Changes in treatment of VAT
status of individual fees and
charges.
Impact of wider policy changes
on demand for services e.g.
Lincoln Transport Strategy
impact on car usage
Demand for Impact of cost-of-living crisis on
services service demands, e.g.

homelessness (temp
accommodation), revenues and
benefits, customer services,
council housing etc —

Impact of national housing crisis
and shortage of affordable
homes, including Govt policies

Likelihood: 3
Impact: 3
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Likelihood: 3
Impact: 3

Regular monitoring statements for major
income sources which are reported monthly to
Corporate Management Team.

Identify reasons for any income reductions and
take corrective action where possible

Report quarterly to the Executive and
Performance Scrutiny Committee on forecast
for key income streams

Specific projects/business plans in progress to
sustain income streams.

Investment in key income generating assets
Delegated powers to portfolio holder to make
responsive changes to fees and charges
Rebase income budgets to reflect current
trends and impact of economic factors

Active void management

Watching brief on CIPFA Committee/HMRC
discussions

Identification and drawdown of additional
funding made available from Government and
others to support additional demand e.g.
Affordable Homes, Homes England etc
Collaboration and joint working arrangement
opportunities identified with local partners to
help meet additional service demands
Consistent monitoring of service demands and
needs of the city through data analysis and key
indicators




BUDGET RISK ASSESSMENT

around asylum dispersal, early
prison release etc, on housing
services.

The increase in property
numbers and development of
the City Centre results in
additional cost pressures within
the Services that have not been
built into the budget.

Increasing demands for housing
tenant support as other
providers withdraw services.

General Budget
Assumptions

CPI and RPI inflation exceed
rates assumed in the budget

Actual establishment exceeds
98.25%

Total Score: 9

Likelihood: 3
Impact: 3

Appendix 5

Report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee and key service performance
indicators

Interventions, as part of housing supply, to be
developed to respond to temporary
accommodation shortages.

Council house new build schemes to increase
supply of affordable housing.

Key housing developments in the City, e.g.
Charterholme to be factored into operational
service budgets as homes bought forward.
Cross directorate cost-of-living group
established with a dedicated officer resource
and a range of interventions to be
implemented, including delivery of Government
initiatives.

Continue to work with public sector partners,
particularly across Central Lincolnshire around
housing issues.

Continue to lobby Government, alongside
other LA’s, in respect of costs of and funding
for temporary and support/exempt
accommodation.

Support to housing providers to gain
Registered Social Landlord status.

Set prudent but realistic projections based on
analysis of economic commentators and Bank
of England predictions — projections reviewed
in latest MTFS

Monthly monitoring of RPI and CPI index
changes
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BUDGET RISK ASSESSMENT

Appendix 5

Implications from Government
Policy in response to economic
factors.

Increased pension contributions
as a result of triennial valuation
(next valuation in 2025)

Pay inflation exceeds rates
assumed in the budget

Make use of expert forecasts of future RPI and
CPI trends

Participate in consultations via regional pay
briefings.

Produce regular budget monitoring reports —
report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee

Monitor significant changes in economic
indicators

Monitor the pension fund position through
discussions with Lincolnshire County Council
and Lincolnshire Finance Officers

Pension Fund Stabilisation Approach adopted

HRA Repairs and
Maintenance Costs

Reduced ability to recruit and
retain skilled workforce in HRS,
increased reliance on sub-
contractors

Total Score: 9

Likelihood: 3
Impact: 3
Sub-contractors prices
significantly increasing
(impacted by inflation and NIC’s)

Sub-contractor unable to meet
demands.

Increased cost of materials

Failure of contractor i.e.
contractor goes into liquidation.

Increased demands due to high
levels of voids.

Produce regular budget monitoring reports and
HRA revenue and capital budgets reported and
monitored together

Report quarterly to Departmental Management
Team, Corporate Management Team,
Executive and Performance Scrutiny
Committee

Results of recent stock condition surveys
informing future maintenance requirements
Significant increased costs factored into latest
MTFS

Disrepair working group established, new
Remedies Policy introduced.

Consider alternative recruitment options —
recruitment strategies being reviewed.

Use of collaborative contracts/framework
agreements where possible

Seek efficiencies within HRS i.e telematics
Active void management mitigations in place.
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BUDGET RISK ASSESSMENT

Increased demands due to
damp and mould remediation.

Continued increase in number of
housing disrepair claims.

Business Rates
Base

In year variations to budget not
containable within Collection
Fund balances.

Reduction and/or fluctuations in

income against budget variation

in:

— Recovery/growth compared
to forecasts

— Changes in the NNDR base

— Changes in rateable values
(e.g. appeals, economic
downturn, changes in use,
material change in
circumstances)

— Collection rates

— Ongoing impact on the
NNDR base of successful
appeals

- Estimates of appeals
provision higher/lower than
actually required

— Changes nationally to the
valuation assessments of
certain
property/infrastructure

74

Appendix 5

Significant rebasing of the budget has taken
place in light of the current economic factors.
Property standards and operating standards
updated in 2023 in respect of damp/mould.
Increased scrutiny from the Regulator of Social
Housing.

In year monitoring of the NNDR base,
Collection Fund, collection rates, growth
assumptions and rateable value appeals.
Produce monthly collection rate statements —
monitored via the Revenues and Benefits
Operational Board, and Revenues and
Benefits Management Team. Also report
guarterly to Corporate Management Team,
Executive and Performance Scrutiny
Committee if targets are not being met,
increased recovery action or further initiatives
to increase collection

Report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee

A Business Rate Volatility Reserve is
maintained to provide a degree of protection
from fluctuations in Business Rate Income
Quarterly monitoring of the Lincs NNDR Pool
by Lincs Finance Officers

Independent specialist assessment made of
the required level of NNDR appeals provision
Specialist advice sought to assist in budgeting
assumptions and assessment of implications
of changes to the funding system

Delivery of key schemes in Vision 2025 to
support recovery of the High Street, City and




BUDGET RISK ASSESSMENT

Impact of the reset of the
Business Rates Retention
system and review of baseline
needs and resources distribution
from 2026/27, affecting levels of
baseline need and income
baseline (as part of SFA),
including transitional
arrangements.

Housing
Investment
Requirements

Implications arising from
updated Decent Homes
Standard as determined by Govt
along with refresh of Lincoln
Standard.

Actions arising from Building &
Fire Safety Acts.

Any implications arising from
Awaabs Law (damp and mould
regulations).

Implications arising from the
Council’s net zero carbon 2030
commitment.

Necessity to undertake any
remedial works as a result of the
Radon Management Plan.

Implications arising from NPPF
and mandatory housing targets.

Total Score: 9

Likelihood: 3
Impact: 3

Appendix 5

the economy, including direct investment by
the Council.

Assess and respond to consultations on
design of new BRR system.

Lobby for transitional arrangements.

MTFS assumes full reset

Assessment of new Decent Homes Standards
when published (due in early 2025)

Revised Lincoln Standard to be developed
following Decent Homes Standards
Assessment of Building and Fire Safety Acts
implications undertaken.

Assessment of Awaab’s Law.

Fire Safety assessments of stock (High Rise,
Sheltered and Low Rise) nearly complete.
Latest stock condition surveys used to develop
new 30-year Housing Business Plan

Retrofit assessment of housing stock to be
undertaken

Strategy for developing Net Carbon Neutral to
be developed

Building Safety Compliance reported regularly
to Housing Scrutiny.

Radon testing regime commenced.

Seek and identify alternative funding sources
and models and make appropriate grant
applications for decarbonisation works.

New HRA Business Plan for 2024- 2055 in
place and MTFS updated.
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BUDGET RISK ASSESSMENT

Housing Rents and
Property Voids

Increased arrears due to impact
of cost-of-living crisis and the
rent increase on household
incomes

More Council House disposals
than anticipated and/or slower
than anticipated progress on the
council house new build
programme.

Void properties exceeding the
allowance included in the budget
(particularly due resourcing
/contractor issues in HRS).

CPl inflation less than budgeted
rate (from 2026/27) — reducing
rental income

Impact of future interventions by
Govt to alter Social Rent Palicy,
particularly any rent caps
(though current consultation

Total Score: 9

Likelihood: 3
Impact: 3

Total Score: 9

Likelihood: 3
Impact: 3

Appendix 5

Use of collaborative contracts/framework
agreements where possible.

Significant surpluses and available resources
within Housing Business Plan.

Ensure risk assessments completed for all
significant schemes before commencing

Value engineering used to contain project
costs

Cost estimates obtained ahead of procurement
exercises.

Produce regular budget monitoring reports
Report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee

Directorate  ongoing
performance indicator
Monthly monitoring of CPI index changes
Make use of expert forecasts of future CPI
trends and the impact on housing rents
Maintain new 30-year Business Plan to ensure
it is up to date with latest MTFS/Outturn
position.

Continual monitoring of arrears and void
positions.

Work closely with Benefits Team to consider
use of DHP’s where appropriate.

Monthly New Homes Board meeting of cross
directorate officers monitoring progress of New
Build programme and capital & revenue
funding

Subcontractors engaged to support the void
process

monitoring is a
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BUDGET RISK ASSESSMENT

Appendix 5

covers the period to March
2031).

RTB disposals reduced following changes to
scheme parameters.
Respond to consultations on social rent policy.

Repairs &
Maintenance on
Corporate
Properties

Unplanned emergency
maintenance is required on the
Council’s Corporate Properties

Increase in demands to meet
statutory requirements and to
minimise risks of adverse
claims.

Increase in demands to maintain
operational service assets

Increased investment required in
natural assets.

Impact of works on income and
service delivery.

10

External Funding
of Capital
Programme

Inability to attract/gain further
external grant funding/partner
contributions to deliver schemes
priorities in Vision 2030 and
future investment plans —
potential impact of resources
being allocated through Mayoral

Total Score: 9

Likelihood: 3
Impact: 3
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Total Score: 9

Likelihood: 3
Impact: 3

Updated stock condition surveys for all
corporate properties to be undertaken in 2025.
Asset management planning in place
(including identifying assets with large repairs
and maintenance liabilities for disposal)
Produce regular budget monitoring reports —
report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee

Properties with large maintenance liabilities are
reviewed for potential disposal

New capital schemes allow for whole life
costing.

Responsible Officer system in place.

Seek and identify external funding
opportunities e.g, decarbonisation grants to
improve corporate buildings

Explore CAT or other alternative lease/MOU
arrangements to transfer assets to the third
sector.

Assessments of impact of RAAC undertaken,
with no required remediation.

Ensure grant conditions are complied with
throughout scheme

Continue to seek and identify alternative
funding sources and make appropriate grant
applications.

Continue to work with partner organisations to
secure additional funding opportunities.




BUDGET RISK ASSESSMENT

Combined Authority (i.e UKSPF,
Homes England funding)

Loss of anticipated external
resource to support the capital
programme.

Changes to the allocation of
grant funding for Disabled
Facilities Grants (DFG) from the
City Council to County Council,
while the City Council retains
statutory duty to provide
services.

11

Capital Financing -
Long Term
Borrowing

Balances unavailable for internal
borrowing (particularly due to
under borrowing against CFR
and and with large capital
underway with deferred receipts
receivable)

External borrowing costs above
interest rates in MTFS

Total Score: 6

Likelihood: 2
Impact: 3

Total Score: 9

Likelihood: 3
Impact: 3

Appendix 5

Produce regular grant monitoring statements
Regular budget monitoring and reporting to
Capital Programme Board

Ongoing discussions with the County Council
to ensure the provision of DFG’s meet the
Council’s funding requirements.

Continue discussions/patrticipation with County
Council regarding various funding streams.
Council Leader is a Non-Constituent Member
on Greater Lincs Combined County Authority
Council to be actively involved in the
development of the Housing Strategy/Needs
Assessment by the MCA to ensure it’s
priorities are reflected, to be used to guide
future funding allocations.

New schemes not approved until external
funding secured.

Continue to monitor the cost effectiveness of
utilising internal balances instead of taking
external borrowing

Actively monitor the achievement of the capital
receipts target and potential additional
borrowing requirement

Actively monitor the cost effectiveness of asset
disposals compared to Prudential Borrowing
Ongoing monitoring of cashflows from major
sources of income

Regular review of current and future predicted
borrowing rates to inform timing of borrowing
decisions

Actively monitoring the cash flow on a daily
basis.
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12

Housing
Benefits/Subsidy

Increase in payments that do not
attract 100% subsidy i.e.
overpayments and local
authority errors

Failure to comply with complex
legislative requirements

Lack of audit trail to substantiate
grant claim

Backlog of work

Pressures from customer
demands and complex enquiries
due to welfare changes

Issues arising from increased
use of Bed and Breakfast
Accommodation which is capped
at LHA levels.

Increased usage/provision of
supported/exempt
accommodation above Rent
Officer levels.

Total Score: 9

Likelihood: 3
Impact: 3

13

Council Tax Base
& Council Tax
Support Scheme

In year variations to budget not
containable within Collection
Fund balances

Reduction in income/declared
deficits (including impact of cost-
of-living crisis) due to:

Total Score: 6

Likelihood: 3
Impact: 2

Appendix 5

Regular monitoring of claims being processed
Undertake staff training and sample accuracy
checks

Ensure system backups are carried out and
historic information is recoverable

Continue to lobby/raise awareness with
Government of issues arising from use of
temporary and support/exempt
accommodation and levels of LHA rates for
subsidy reimbursement.

Close monitoring of temporary accommodation
between Housing and Benefits Team.

Links to wider issue around the availability of
temporary accommodation within the City and
interventions that are being sought — see
service demands re affordable housing and
interventions to be undertaken

MTFS budgets refreshed to reflect increased
demand in short term.

¢ Monthly monitoring of the Collection Fund -
collection rates, CT discount caseload, council
tax base.

¢ Report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee
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Appendix 5

— Actual CT base different to
estimate

— Collection rates/bad debt
provisions

— Increase in LCTS caseload
or reduction not as
anticipated.

— Referendum rate of CT
increases below budgeted
rate

14

Cashflow
Management
(Investments and
short-term
borrowing)

¢ Produce quarterly collection rate statements —
monitored via the Revenues and Benefits
Operational Board, and Revenues and Benefits
Management Team. Also report quarterly to
Corporate Management Team, Executive and
Performance Scrutiny Committee if targets are
not being met, increased recovery action or
further initiatives to increase collection

e Annual increases in Council Tax considered
alongside national expected increases.

e Council Tax Support scheme still provides for a
maximum of 100% of support, with no changes
proposed for 2025/26.

¢ Council Tax Hardship Fund in place.

e Monitor impact of adoption of new legislation

allowing 100% CT premiums on second homes
and long term empties.

Available cash flow surpluses
less than anticipated and/or
interest rates lower than forecast

Total Score: 6

Likelihood: 3
Reduction in cash flow results in Impact: 2
deficits and/or rising interest

rates

Impact of major sources of
income not being received when
expected — particularly given
level of under borrowing and
number of large capital schemes
to cash flow.

Monitor the average interest rate being
achieved against the budget target and the
level of balances available for investment
Actively monitoring the cash flow on a daily
basis

Ongoing monitoring of cashflows from
Business rates

Quarterly monitoring of Collection Fund
forecast balances

Take account of economic analysts and Bank
of England predictions and advice from
Treasury Management Consultants

Hold regular Treasury Management meetings
Report quarterly to Corporate Management
Team, Executive and Performance Scrutiny
Committee
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15 Revenue Savings The required savings targets are
Targets not achieved nor required
efficiencies delivered
16 Capital Funding Shortfall in the actual amount of

Capital Receipts (i.e. Council
House Sales following the
changes to RTB discounts in
2024/25 and house sales at
Charterholme) against the
targets set within the HIP & GIP

Revenue contributions are not
sustainable in the revenue
accounts of the HRA or General
Fund

Increase in borrowing costs
(covered in separate risk — see
no. 11)

Reductions in grant funding
(covered in separate risk — see
no.10).

Total Score: 9

Likelihood: 3
Impact: 3

Appendix 5

Total Score: 9

Likelihood: 3
Impact: 3

Existing TFS programme to be delivered

TFS remains a priority in Vision 2025 and will be
key to Vision 2030 development

Report Quarterly to CMT and quarterly to
Executive and Performance Scrutiny Committee
Further work to be undertaken to develop
programme of reviews beyond 2025/26 and to
achieve higher savings targets.

Undertake regular monitoring of the capital
receipts position

Capital Receipts targets incorporated in the
Capital Strategy

Property Section fully informed of current
targets within the GIP & HIP (no specific target
set for the GIP for general disposals)

Specific capital receipts target in place for
WGC Phase 1a 52 market homes —
development agreement in place with minimum
land value agreed with remainder subject to
profit share.

Active monitoring of local housing market,
using specialist external advice.

Review of the most cost-effective funding
options (e.g. capital receipts compared to
prudential borrowing)

Monitor and report on the revenue and capital
budgets together to ensure both capital and
revenue impacts are identified

HRA Business plan includes allowance for full
funding of capital requirements over 30 years,
including revenue contributions.
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Maximise where possible housing rent
increases to maintain base and ensure
resources available for future investment,

Total Score: 6

Likelihood: 3
Impact: 2

Follow established debt recovery and write off
procedures

Specific monitoring in place for key
rentals/leases

Monitor age debt profile of debts against bad
debt provision

Continue to monitor national developments
and assess both the service and financial
implications of new statutory duties.

Actively participate in any Government
consultations.

Work alongside other local authorities to lobby
Government for additional resource (if not
provided for under New Burdens).

Work with Lincolnshire local authorities on joint
approaches to resourcing new systems and
development of options for implementation,
including work as part of the CLISPC

Work with contractors to implement new
requirements.

Set aside of resources in earmarked reserves.

17 Sundry Debtors The Council’s existing Bad Debt
and Housing provision proves insufficient to
Benefit meet any increase in the value
Overpayments of debts written off.

18 Government Impact of Government Policy on
legislation/ Simpler Recycling Reforms e.g.
regulations Weekly, food waste collection,

paper & card collections, deposit
return scheme and Extended
Producer Responsibility
Implications arising from NPPF
and mandatory housing targets.

19 Key Service Increase in cost of Waste

Delivery Contracts

Collection, Street Cleansing and Total Score: 6
Grounds Maintenance contracts
which are due for renewal in

2026

Likelihood: 3
Impact: 2

Project Management in place

Extensive work undertaken on design of
specifications and management of
expectations

Pre-market engagement undertaken
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20

Government
Grants

(including RSG,
Services Grant,
New Homes
Bonus, Recovery
Grant, NIC
funding)

Impact of the review of baseline
needs and resources distribution
from 2026/27, affecting levels of
baseline need (as part of SFA),
resulting in cash reductions in
Government Grant which differ
to the levels assumed in the
MTFS.

Impact of Spending Review
2025 on overall Departmental
Expenditure Limits, reducing
funding to local government.
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Sufficient lead in time allowed — Waste/Street
Cleansing awarded — prices subject to
inflationary clauses prior to commencement.

Regular review of grant figures and distribution
mechanisms.

Lobby through national groups, respond to
national consultations

Work with Association of Lincolnshire Finance
Officers and the Society of District Treasures
Budget assumptions assume increase in some
grant funding beyond 2025/26




Appendix 6

GENERAL FUND EARMARKED RESERVES FORECAST 2024/25 —2029/30

Description
Carry Forwards

Active Nation Bond

AGP Sinking Fund

Air Quality Initiatives
Birchwood Leisure Centre
Business Rates Volatility
Christmas Decorations

City Centre Masterplan

City Hall Improvement Works
City Hall Sinking Fund
Climate Change Initiatives
Commons Parking

Control Centre Volatility
Corporate Maintenance
Corporate Training

Council Tax Hardship Fund
Countywide Devolution Work
Covid-19 Recovery

Covid-19 Response

Electric Van replacement
HIMO CPN Appeals

Grants & Contributions
Income Volatility Reserve
Inflation Volatility Reserve
Invest to Save

IT Reserve

Lincoln Lottery

Mayoral Car

MSCP & Bus Station Sinking
Fund

Padley Road Play Area
Private Sector Stock Condition
Survey

Professional Trainee Scheme
Residents Parking Scheme
Revenues & Benefits Community
Fund

Section 106 interest

Staff Wellbeing

Tank Memorial

Tree Risk Assessment
Unused DRF

Vision 2025/2030

TOTAL GENERAL FUND

Balance Balance Balance Balance Balance Balance
@ @ @ @ @ @

31.03.25 31.03.26 31.03.27 31.03.28 31.03.29 31.03.30
328,300 264,520 264,520 264,520 264,520 264,520
100,000 100,000 100,000 100,000 100,000 100,000
152,440 202,440 252,440 302,440 352,440 402,440
21,590 21,590 21,590 21,590 21,590 21,590
125,970 145,970 165,970 185,970 205,970 225,970
969,130 344,910 344,910 344,910 344,910 344,910
13,870 13,870 13,870 13,870 13,870 13,870
75,000 75,000 75,000 75,000 75,000 75,000
50,000 50,000 50,000 50,000 50,000 50,000
60,460 60,460 60,460 60,460 60,460 60,460
48,510 68,510 88,510 108,510 128,510 148,510
27,940 27,940 27,940 27,940 27,940 27,940
0 0 0 0 0 0
100,000 100,000 100,000 100,000 100,000 100,000
45,160 45,160 45,160 45,160 45,160 45,160
0 0 0 0 0 0
14,460 100,000 100,000 100,000 100,000 100,000
847,230 847,230 0 0 0 0
353,650 353,650 0 0 0 0
35,480 39,910 44,340 48,770 53,200 57,630
111,360 111,360 111,360 111,360 111,360 111,360
1,091,180 1,048,470 1,003,630 960,440 988,800 1,017,160
350,000 230,000 230,000 230,000 230,000 230,000
282,300 0 0 0 0 0
349,720 500,000 500,000 500,000 500,000 500,000
463,280 553,280 643,280 733,280 823,280 913,280
8,830 8,830 8,830 8,830 8,830 8,830
7,100 7,100 7,100 7,100 7,100 7,100
242,030 289,840 338,610 388,360 439,110 490,880
125,000 60,000 60,000 60,000 60,000 60,000
11,300 25,300 39,300 53,300 67,300 9,700
90,000 90,000 90,000 90,000 90,000 90,000
4,730 22,070 34,300 41,270 61,240 81,210
54,180 54,180 54,180 54,180 54,180 54,180
31,570 31,570 31,570 31,570 31,570 31,570
28,260 28,260 28,260 28,260 28,260 28,260
10,000 10,000 10,000 10,000 10,000 10,000
60,380 51,280 55,100 55,100 55,100 55,100
121,160 0 0 0 0 0
399,630 1,004,530 1,000,000 1,000,000 1,000,000 1,000,000
7,210,380 6,986,410 6,000,230 6,212,190 6,509,700 6,736,630
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HOUSING REVENUE ACCOUNT EARMARKED RESERVES FORECAST 2024/25 to 2029/30

Description

Capital Fees Equalisation
Cyclical Smok Alarm/CO2
Detector Testing

De Wint Court Reserve

De Wint Court Sinking Fund
Disrepairs Management
Housing Business Plan
Housing Repairs Service
HRAIT

HRA Repairs Account

HRA Strategic Priority
Reserve

HRA Invest to Save

HRS Social Value
NSAP/RSAP Sinking Fund
Regulator of Social Housing
Strategic Growth Reserve
(WGC)

Tenant Satisfaction Survey

TOTAL HOUSING
REVENUE ACCOUNT

Forecast Forecast Forecast Forecast Forecast Forecast
Balance Balance Balance Balance Balance Balance
31.03.25 31.03.26 31.03.27 31.03.28 31.03.29 31.03.30
£ £ £ £ £ £
110,030 110,030 110,030 110,030 110,030 110,030
0 37,640 76,370 116,220 157,230 194,220
73,480 73,480 73,480 73,480 73,480 73,480
124,340 135,600 147,200 159,150 171,460 184,140
255,280 236,100 236,100 236,100 236,100 236,100
842,320 992,320 992,320 992,320 992,320 992,320
75,710 75,710 75,710 75,710 75,710 75,710
505,000 516,780 537,780 572,780 607,780 642,780
1,350,760 1,350,760 1,350,760 1,350,760 1,350,760 1,350,760
763,840 913,840 913,840 913,840 913,840 913,840
331,100 331,100 331,100 331,100 331,100 331,100
111,320 111,320 111,320 111,320 111,320 111,320
27,000 36,000 45,000 54,000 63,000 72,000
154,370 154,370 154,370 154,370 154,370 154,370
4,870 4870 4,870 4,870 4,870 4,870
20,790 20,790 20,790 20,790 20,790 20,790
4,750,210 5,100,710 5,181,040 5,276,840 5,374,160 5,467,830
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