finalised and the actual local experience will not be known until the scheme is actually
up and running. It represents, however, a very significant budget risk.

25. As set out earlier the impact of the ‘Baby P’ case is resulting in a significant
pressure in Children’s services and must also be considered a significant budget risk.
In addition the recent severe weather will, without doubt, increase reactive road
maintenance costs in the short term.

Flexibility for 2010/11

26. As mentioned at previous Cabinet meetings, the new corporate energy contract
(including for street lighting) will produce a part year saving in the current year but also
an ongoing saving into 2010/11. Excluding schools the full year saving next year will
exceed the excess energy inflation allocation of £1.0m provided to departments in base
budgets in 2009/10. While departments can retain the one-off benefit now accruing in
the current year, the base excess inflation provision for this purpose is no longer
required for 2010/11. Removing that from departments generates a further £1.0m of
base contingency that can be reallocated for other priorities.

27. As shown in the table at paragraph 10 there is also £450,000 of unallocated
base flexibility. Beyond this there is a modest unallocated sum of £0.2m in respect of
LABGI. There is also likely to be a sum from the County Council’'s share of the LAA
reward grant. Due to the phasing of this grant the amount available in 2010/11 is likely
to be some £0.6m

28. In total then, taking base and one-off flexibilities together a sum of £2.7m is
available comprising:

£m
Unused balance of interest equalisation reserve 0.42
Unallocated contingency (base) 0.45
Corporate energy saving (base) 1.00
LABGI 0.20
LAA reward grant 0.63

Total 2.70



29. At its meeting in January, Cabinet decided to recommend use of this flexibility,
as part of the overall budget as follows:

Key Themes

Pot Hole Repairs

Baby ‘P’ risks

Free Personal Care

Recession

Management Capacity

Future Risks

Financed from:
Additional Borrowing
Remaining base
Flexibility

One off Flexibility

Amount Description
£000
1000 Additional one off capital resources to respond urgently to pot-

900

750

250

250

450

3600

1000
1350

1250

3600

hole damage from recent weather (70%) and rural drainage
problems (30%) — financed by use of £100k of base flexibility to
finance additional borrowing of £1m.

Risk provision to support increasing Looked After Children/child
protection cost pressures in 2010/11; of which £450k will be
base/ongoing monies.

One off risk provision to support the introduction of ‘Free
Personal Care’ in 2010/11 (but only allocated if the scheme
comes into place).

One off top up to the Recession Fund of at least £175k and up
to £75k for benefit take up advice.

One off capacity to support a variety of change agendas
including shared services — but with an expectation that up to
£50k is in support of web based initiatives.

Retained as base flexibility for future risks but unallocated at
this stage.

(Original of £1450k minus £100k to finance additional borrowing
for pot hole repairs)

30. In summary, the final proposed budget for 2010/11 is shown at Annex C.



The Medium Term Challenge

31. The latest estimates of the financial challenge over the medium term are set out
below and, in short show a near £60m gap over the next 4 years:

10/11 11/12 12/13 13/14
‘Normal’ Pressures
Service Pressures (inc inflation) 18.3 14.8 14.2 14.0
Reduced Interest 2.0
New Borrowing 11 1.0 1.0 1.0
Concessionary Fares Transfer 1.0
Misc/New Risks 0.1 1.0 1.0 1.0
215 17.8 16.2 16.0
10/11 11/12 12/13 13/14
Additional Cash
Council Tax Increase 6.6 3.0 3.0 3.0
Grant Change 3.4 (3.0) (3.0) (3.0)
Reduced Tax Base
10.0 0.0 0.0 0.0
Annual Gap 115 17.8 16.2 16.0
Cumulative Gap 11.5 29.3 45.5 61.5

(Note: Given uncertainties in the future, after consultation with the Deputy Leader, the
council tax increase for 2011/12 onwards has been held at some 1.5% per annum. The
actual levy to the tax payer could be zero depending on possible new government
decisions).

32. Added to these medium term pressures, are the very likely parallel reductions in
specific grants as well as any ongoing (or new) ‘abnormal’ pressures into 2011/12
onwards such as arising out of the ‘Baby P’ case and free care. The position for the
medium term will need to be further updated over the coming months including for
already announced changes in national Insurance and other changes after the Election.

Statement of Reserves

33.  Set out at Annex E as required, is the Council’s statement of reserves. The most
significant reserves are already committed and relate to financing the capital
programme, the waste and schools PFI schemes and insurance. The Council’s policy
on general balances is to maintain a normal level of 2.25% of net service spending
(excluding DSG and now ABG).

34. | am satisfied that for the purposes of the Council's budget planning the
estimates of spending pressures and consequent savings proposals have been put
together in a sound and proper way. There are, however, very significant risks
concerning the ongoing challenges of responding to demand pressures in year,
especially in relation to Adult Social Care and Children’s. The capital programme report
also highlights significant risks which could ultimately have revenue consequences (e.g.
link road and academies) but in a sense these are almost normal risks. That does not
make them any less challenging but they are now compounded by the new uncertainty
of “free” social care, the continued and growing financial effects of the ‘Baby P’ case



and the state of the public finances which could see unplanned specific grant
reductions (especially for capital) for 2010/11 following the election.

35 The Council has very limited flexibility to support budget shifts in-year. It
becomes even more vital, therefore, to ensure proper saving plans are in place and that
both revenue and capital budgets are monitored carefully as part of the Council’s
established performance management arrangements. In the latter case it will be crucial
to ensure capital spend is based upon confirmed resources. For revenue, it will be
crucial for all departments to ensure cash limits are respected but our record to date is
generally good in that regard.

36 For 2011/12 onwards there is no doubt that the stark position of the public
finances will require very significant reductions in spend. Indeed the only debate is how
significant such cuts may need to be. That will dramatically affect local government
(both revenue and capital). The Council has sought to put in place sensible planning
tools to navigate through this. It will be vital to maintain momentum in 2010/11 to
ensure deliverable and sustainable plans are put in place for the medium term.

37 Overall, against a more challenging outlook than at any time in recent years, |
remain satisfied that general reserves, albeit set at a prudent minimum level, are
sufficient to provide reasonable risk protection for the Council.

Risk Management

38 The latest strategic risk log was presented to Cabinet in on 24 November 2009.
While this is being updated in the usual way there is unlikely to be any significant
changes to the version already seen. Key strategic risks, in addition to the recession
effects already referred to, include:

impact of the ‘Baby P’ case;

responding to “Putting People First” and “Free Care” in adult social services;

capital risks and delivery of large complicated projects;

impact of making savings including effective implementation of business
restructurings

e impact of the election.

Income

39 In line with the Councils policy on fees and charges all existing and new areas of
raising income have been reviewed. The results of these reviews are set out as
proposals for income generation in Annex E.

Sean Nolan
Deputy Chief Executive and Director of Corporate Resources
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ANNEX A

Corporate Resources P.O. Box 3 East Sussex
Directorate County Hall County Council
St. Anne’s Crescent ww
Sean Nolan Lewes
East Sussex
BA CPFA WM
Deputy Chief Executive and BN7 1UE WM
Director of Corporate Resources
Telephone Lewes eastsussex.gov.uk
(01273) 481000
Fax (01273) 482848
WEBSITE: http://www.eastsussex.gov.uk
Andrew Lock
Communities and Local Government
Zone 5/J2
Eland House
Bressenden Place
London SW1E 5DU 5 January 2010
Steve Potts SEP

01 273 482579
Dear Mr Lock,

Consultation Response: Local Authority Finance (England) Revenue Support
Grant for 2010/11 and Related Matters

Thank you for the opportunity to respond to this consultation.

In the Pre-Budget Report, and over the medium term, the Chancellor provided a
degree of certainty for police authorities, the NHS and schools, by promising to protect
spending on the front-line. No such promise was made to local government, despite
councils, such as our own, delivering crucial services which our communities rely on.
Having benefited from the introduction of three year Settlements, the current
uncertainty of the Spending Review delay is now making financial planning for the
medium term difficult.

Grant increases for 2010/11

My County Council welcomes our increase in grant of 3.6% (£3.5m) for 2010/11. We
also welcome the decision not to reopen the 2010/11 Local Government Settlement
announced last year, and thereby continuing to provide the financial stability promised
by multi-year settlements. The Government are to be commended for this.

As you will know, East Sussex CC grant increases had been at the minimum floor
level for a number of years and, before this, increases were almost wholly
“passported” directly to education and schools services. We are therefore pleased that
the planned-for increases continue to take the County Council above the “floor”
threshold. You will appreciate that my County Council's grant increases, while
welcomed for their improvement, do nothing to replenish the funding disadvantage
experienced by my County Council during those previous years.

The Corporate Resources Directorate — promoting excellence in the management of Finance, IT and Property
Resources
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This is exemplified by the following graph for 2009/10 which shows the relative
amounts of grant received by the geographic East Sussex county in comparison to
elsewhere nationally.

2009/10 Formula Grant per head

(includes county, police, fire and districts/boroughs)
£1,000

£800 -

£600

£400 -

£200

£0

East Sussex England North of England London

We welcome the non-ringfenced nature of Area Based Grant (ABG). However we feel
that the “non-ringfenced” label continues to be rather overplayed because, for the most
part, the funding does not represent new money. Much of the funding is more than
accounted for by current service obligations. Therefore we do regret that, for the most
part, no inflation uplift has been added to this sum.

Efficiency

We are concerned about the expectation the Government holds for additional
efficiency savings. The announced additional savings of £550m per year by 2012/13 in
the Pre-Budget Report is in addition to the £4.9bn target for the CSRO7 period, which
was increased to £5.5bn in the last Budget. It is disappointing that the latest
announcements on savings, which also include savings expected from concessionary
fares and personal care at home, have been identified by Government without
consultation with local authorities. These topics are dealt with in greater detail below.

My County Council continues to deliver efficiency savings, despite difficult economic
circumstances and these cumulative efficiencies are expected to be worth almost
£19m by the end of 2009/10. We are proud of our record in respect of efficiency,
largely brought about by the years of general grant austerity mentioned above together
with a policy of keeping council tax increases as low as possible. We have worked
very hard to improve our services, spend our money wisely and provide good value for
money. We continue to believe that securing efficiency is crucial for the provision of
our services. At the same time, it is becoming increasingly difficult to secure efficiency
savings by delivering them against what appears to be arbitrarily set “national” targets.
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We continue to believe that including efficiency information on council tax bills in the
manner proposed is misleading to our council taxpayers. We remain skeptical of the
underlying approach. The decision that a figure for forecast cumulative efficiencies
expressed as a percentage of baseline data will no longer be required is welcome.
However, we believe that the publication requirements are unduly prescriptive and the
published information has been largely ignored by council tax payers.

Spending Pressures

In acknowledging the grant increase received, we need to measure this against the
significant spending pressures we experience from increased demand for services.
The costs for adult social care services, children’s services and waste management
are each placing significant strains on our budget. We continue to regret the decision
by the Government to increase the landfill tax escalator and not to match the
commitment as revenue neutral for councils. This new burden therefore falls directly
on my County Council and local council taxpayers.

We believe that the impact of recession is likely to increase spending pressures on our
essential services, at a time when the local incomes’ level amongst our council
taxpayers and services users is restricted. For the County Council, this general impact
is increased by the loss of interest income to our reserves and balances as base rates
continue to be low.

In addition, while commending the consistency and certainty of the proposed grant
increases for next year, we have to express our enormous concern at the sudden and
very significant unfunded burden, arising from potential free personal care proposals,
that will start to fall on the County Council in 2010/11.

As you know, the Department of Health has issued a consultation to make personal
social care at home free for all those in critical need, regardless of their financial
circumstances. At present those with savings over £23k pay for such care. The
national cost of this announcement has been determined at £670million in the full year
made up of £420million in central funding and £250million from local government
efficiency savings (as mentioned above).

Apart from a significant lack of detail about scope, statistics and costs to support this
major care proposal, the Government is in clear breach of its commitment not to pass
on unfunded burdens to local authorities (albeit in the guise of “efficiency” savings).
There are many uncertainties about how this new policy will be implemented and paid
for, which adds to the burden of uncertainty affecting County Council financial
planning. In providing this sum as part of Area Based Grant (ABG), it is apparent that
further pressure will be placed upon the “non-ring fenced” freedom of this funding,
supposedly to increase local spending freedoms. We believe that the separately
calculated elements of ABG should continue to be published for each local authority,
or that this funding be provided by a Special Grant.
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Other Issues

Area Cost Adjustment: My County Council has long affirmed that its major funding
unfairness is due to inadequate Area Cost Adjustment (ACA) reasoning and funding.
Ultimately we believe that there are flaws in the argument that local earnings and local
costs always coincide.

We welcomed the helpful analysis provided by the “Sense checking” paper considered
by Settlement Working Group (SWG-09-04). The paper (page 3 para.8) supports our
case that we are a high cost area with depressed local general wages due to having
significant low paying industries (for us, they are mainly agriculture and tourism). We
strongly disagree with the view that the working population accepts a higher cost of
living, relative to local wages, to live in an attractive area such as East Sussex. The
County Council has to compete in the same labour market as other local authorities, to
provide essential services. It also has to pay a “South East” cost premium for the
essential services it provides. Local general wages (biased towards low paying
industries) bear no relationship to the costs we incur to attract our teachers, social
workers and the wide range of professional staff that we employ. Ultimately local
residents have to face the “double-whammy” of reduced formula grant and resulting
higher council tax or lower service levels in an a demonstrably high living cost area
that is economically supported by depressed local wage levels.

We remain of the view that Area Cost Funding should be distributed on a regional,
rather than local basis.

Waste Management: Waste Management is an established cost for local authorities,
which is greater nationally than other current funding blocks. Its costs have risen and
continue to rise by much more than the general levels of local authority spending. Its
funding, however, is retained unidentifiably within the general EPCS funding block in a
manner which does not take account of increasing expenditure on waste, including the
impact of landfill tax.

Concessionary Fares: We welcome the Government's acknowledgement that the
current distribution of Special Grant for concessionary bus travel has led to significant
under-funding in many Travel Concession Authorities. Despite the proposed
reallocation of Special Grant in 2010/11, my County Council remains concerned the
overall level of funding is insufficient to meet the costs of providing the scheme,
particularly in rural areas and spread communities. Following the Department for
Transport’'s announcement that responsibility for concessionary travel will be
transferred to county councils from April 2011, my County Council wishes the
Government to maintain distribution via Special Grant, rather than including the
amount in Formula Grant as has been proposed. Once again, in suggesting that
efficiency savings of £180million can be achieved, the Government appears to be in
clear breach of its commitment not to pass on unfunded burdens to local authorities.
The introduction of the Special Grant in 2008/09 was to address the problem that the
four-block model was unable to distribute funding in the correct way. This remains the
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case and therefore the Special Grant should remain until a correct distribution can be
achieved.

Four Block Model: Since the introduction of the four-block model, the annual Revenue
Support Grant Settlement has become a paradoxical affair. Annual grant increases are
clearly identifiable and transparent, but beneath the surface, the calculation of the
grant allocations continues to be too hard to decipher. We believe that the four block
model is indefensible in terms of the transparency, simplicity, comparability and
accountability it provides.

Conclusion

We continue to hope that you find our consultation responses both informative and
constructive. | then hope that you will give special consideration to the future and
unresolved funding issues in East Sussex. My request is for a fairer funding outcome
for the council tax payers of East Sussex, in a manner that will enable us to maintain
and improve efficient, quality, and also vital, core services.

East Sussex is not a high spending authority and regrets that, despite this, it has to
levy a higher than fair council tax burden on a local population which is both elderly
and characterised by low and fixed incomes.

Yours sincerely,

< Kbl

Deputy Chief Executive and Director of Corporate Resources



Area Based Grant Allocation

Provisional Settlement -Nov 2009 Feb-09 Nov-09 Nov-09
Area Based Grant 2009/10 2009/10 £m 2010/11 £m %age
£m £m change £m change change
a b b-a c c-b c/b%
Total ABG Grant Due 24.906 25.124 0.218 36.123 10.999 44%
This total includes the following funding streams:
Childrens Services
Social care checks 0.001 0.001 -0.001 -100%
School Development Grant 0.739 0.739 0.739
Extended Schools Start Up Costs 1.457 1.457 0.599 -0.858 -59%
Primary National Strategy - Central Co-ord 0.273 0.273 0.273
Secondary National Strategy - Central Co-ord 0.242 0.242 0.243 0.001 0%
Secondary National Strategy - Behaviour & Attendance 0.126 0.126 0.126
School Improvement Partners 0.205 0.205 0.205
Education Health Partnerships 0.096 0.142 0.046 0.096 -0.046 -32%
School Travel Advisors 0.062 0.062 0.062
Choice Advisers 0.037 0.037 0.037
School Intervention Grant 0.131 0.131 0.131
14-19 Flexible Funding Pot 0.134 0.134 0.135 0.001 1%
Sustainable Travel General Duty 0.036 0.036 0.036
Extended Rights to Free Transport 0.420 0.420 0.627 0.207 49%
Connexions 4.128 4.128 4.134 0.006 0%
Childrens Fund 1.027 1.027 1.027
Child Trust Fund 0.009 0.009 0.010 0.001 11%
Positive Activities for Young People 0.179 0.179 0.232 0.053 30%
Teenage Pregnancy 0.186 0.186 0.186
Childrens Social Care Workforce 0.147 0.147 0.147
Youth Taskforce 0.000 0.000 0.000
Care Matters White Paper 0.380 0.391 0.011 0.441 0.050 13%
Child Death Review Processes 0.060 0.060 0.062 0.002 3%
Young Peoples Substance Misuse 0.063 0.063 0.063
Young People Substance Misuse Partnership 0.106 0.106 0.106
Carers 0.493 0.493 0.527 0.034 7%
Chlild and Adolescent Mental Health Services 0.792 0.792 0.830 0.038 5%
Designated Teacher Funding 0.029 0.029 0.029
Total for Childrens 11.528 11.615 0.087 11.103| -0.512 -4%
Adult Social Care
Adult Social Care Workforce 1.432 1.432 1.478 0.046 3%
Carers 1.971 1.971 2.107 0.136 7%
Learning and Disability Development Fund 0.357 0.357 0.358 0.001 0%
Mental Capacity Act and Independent Advocate Service 0.302 0.302 0.291 -0.011 -4%
Mental Health 1.199 1.199 1.260 0.061 5%
Supporting People Administration 0.300 0.300 0.257 -0.043 -14%
Supporting People 09/10 onwards 0 11.561 11.561 100%
Preserved Rights 5.069 5.069 4.787 -0.282 -6%
Total for Adults 10.630| 10.630 0.000 22.099| 11.469 108%
Transport
Pitt Review (Surface Water Management Plans) 0.120 0.120 0.055 -0.065 -54%
Road Safety Grant (Currently WSCC partnership) 0.884 0.884 0.899 0.015 2%
Rural Bus Subsidy 1.003 1.003 1.029 0.026 3%
Total for Transport 1.887 2.007 0.120 1.983| -0.024 -1%
Chief Executives
Economic Assessment Duty 0.065 0.065 100%
Community Call 0.011 0.011 0.012 0.001 9%
Stronger Safer Communities Fund 0.624 0.624 0.624
Local Involvement Networks 0.237 0.237 0.237
Total for Chief Executives 0.861 0.872 0.011 0.938 0.066 8%
Total 24.906 25.124 0.218 36.123 10.999 44%
Summary
On-going grants 25.123 24.497 -0.626 -2%
Discontinued Grants 0.001 -0.001
New Grants 11.626 11.626
Total 25.124 36.123 10.999 44%

ANNEX B
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EAST SUSSEX COUNTY COUNCIL Adjusted Assessed Allowed Savings Allowed
Base Spending Cash Required One off 2010/11 Budget
Pressures Increase Items
2009/10 2010/11
£000 £000 % £000 % £000 % £000 % £000 %
Chief Executive (excl Libraries) 11,122 205 1.8% 0 0.0% -273 -2.5% 175 1.6% 11,297 1.6%
Libraries 6,510 101 1.6% 67 1.0% 34 0.5% 0 0.0% 6,577 1.0%
Total CEX 17,632 306 1.7% 67 0.4% -239 -1.4% 175 1.0% 17,874 1.4%
CRD (excl Building Maintenance) 5,693 124 2.2% 0 0.0% -124 -2.2% 75 1.3% 5,768 1.3%
Building Maintenance 4,931 48 1.0% 48 1.0% 0 0.0% 0 0.0% 4,979 1.0%
Total CRD 10,624 172 1.6% 48 0.5% -124 -1.2% 75 0.7% 10,747 1.2%
Total Childrens 70,817 6,229 8.8% 2,305 3.3% -3,924 -5.5% 450 0.6% 73,572 3.9%
Adult Social care 166,878 9,371 5.6% 3,890 2.3% -5,481 -3.3% 0 0.0% 170,768 2.3%
T&E (excl Highways Mtce) 13,282 733 5.5% 0 0.0% -1,179 -8.9% 0 0.0% 13,493 1.6%
T&E Highways Maintenance 18,739 1,209 6.5% 226 1.2% -326 -1.7% 0 0.0% 18,965 1.2%
T&E excl Waste 32,021 1,942 6.1% 226 0.7% -1,505 -5.4% 0 0.0% 32,458 1.4%
Waste 27,897 279 1.0% 279 1.0% -211 0.0% 0 0.0% 27,965 0.2%
Service Spend Total 325,869 18,299 5.6% 6,815 2.1% -11,484 -3.5% 700 0.2% 333,384 2.3%
Treasury Management etc 36,322 3,227 3,227 0 39,549 8.9%
Redundancy Provision 500 0 0 0 500
Free Personal Care 750 750
Use of reserves for Collection Fund Deficit 0 0 0 0 -682 -682
Management Capacity 0 0 0 0 250 250
Contingency/Future Risks 1,000 -100 -100 0 -450 450
Other Resources for One-Off flexibility -1,250 -1,250
Other Levies 365 15 15 0 380
38,187 3,142 8.2% 3,142 8.2% 0 0.0% -1,382 -3.6% 39,947 4.6%
Less: Area Based Grant -36,123 0 -36,123
Grand Total 327,933 21,441 6.5% 9,957 3.0% -11,484 -3.5% -682 -0.2% 337,208 2.8%
Financed from:
Formula Grant 96,658 100,118 3.6%
Council Tax 231,103 237,772
Adjustments for earlier years 172 -682
327,933 21,441 9,957 -11,484 -682 337,208
increase
Council Tax £1,127.49 £1,158.30 £30.81
increase % 3.5% 2.7%
Tax base 204,971.80 205,277.08 0.15%




ESCC - Budget Analysis 2009/10 to 2010/11

Service Area 2009/10 Normal Other Total Allowed cash| % allowed Savings % savings to [ 2010/11 Cash| One-offs for 2010/11 Budget increase
Adjusted Inflation spending spending increase |cash increase| required to meet cash Limit 2010/11 Budget 2009/10 to
Base pressures pressures meet cash limit 2010/11
limit
£000s £000s £000s £000s £000s % £000s % £000s £000s £000s %
Adult Social Care 166,878 466 8,905 9,371 3,890 2.3% -5,481 -3.3% 170,768 0 170,768 2.3%
Chief Executives 17,632 191 115 306 67 0.4% -239 -1.4% 17,699 175 17,874 1.4%
Children's 70,817 769 5,460 6,229 2,305 3.3% -3,924 -5.5% 73,122 450 73,572 3.9%
Corporate Resources 10,624 147 25 172 48 0 -124 0 10,672 75 10,747 0
Transport & Environment 32,021 374 1,568 1,942 226 0.2% -1,505 2.1% 32,458 0 32,458 0.6%
excl Waste Disposal
Waste Disposal 27,897 182 97 279 279 1.0% -211 -0.8% 27,965 0 27,965 0.2%
TOTAL 325,869 2,129 16,170 18,299 6,815 2.1% -11,484 -3.5% 332,684 700 333,384 2.3%
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Annex E

Statement of Reserves and Balances

The information set out below shows the expected movements in each of the
Council's reserves and its balance for the following year. This statement is
required by regulation. This information, for each reserve, shows its purpose,
how and when it is used, procedures for transfers in and out of the reserve, and
the plans for reviewing it. It also shows the expected balance at 1 April 2010, the
expected additions to and withdrawals from each reserve during 2010/11, and
the projected balance at 31 March 2011. All items are monitored with the budget
and reviewed annually in the budget process as part of the review of the Medium
Term Financial Plan. It aligns with the draft budget set out in Annex C.

The Medium Term Financial Plan has been drawn up on the basis that the
Council’'s general balance at the end of the year will equal at least 2.25% of the
County Council’s net budgeted expenditure (i.e. excluding DSG). The 2010/11
budget reflects this ratio.

Having reviewed the schedule of reserves and the general balance as set out
below | am of the opinion that they make adequate and prudent allowance for the
budgets and commitments included in the Medium Term Financial Plan for
2010/11. There remain, however, significant risk issues which reflect the routine
reality of the complexity of the council’s financial operations — in particular in
relation to Children’s Services and Adult Social Care, which will require close
monitoring during the year. For Children’s these are now compounded by the
effects of the ‘Baby P’ case and for Adult’s by issues of ‘Free Care’.

In addition, major project delivery (e.g. the waste PFI scheme, Bexhill Hastings
link road, and the Primary Capital Programme and Academies in Children
Services) carry significant risks as a matter of norm. There are also a number of
underlying local risks, changes to the world economy and impact of the current
financial situation and the requirement for major reductions in public spending,
which will affect both the current year and the medium term financial plan.

The tables below do not include information about the statutory Pensions
Reserve. This is basically an accounting device to show, in the Statement of
Accounts, the difference between the Council's net liability for future pensions
and its share of the assets of the Pension Fund. It enables the Statement of
Accounts to reflect fully the requirements of Financial Reporting Standard 17
("FRS 17"). The negative balance at 1 April 2009 was £263m. The balances at
the start and end of each year depend very much on the exact stock market
situation at 31 March each year, and it is not realistic to make any estimates of
these figures for future years. Although this figure appears to show a large
liability, it does not have any impact on the budget requirement for any particular
year. In order to ensure that the Pension Fund will be able to meet its liabilities
an actuarial valuation is undertaken every three years. The results of this review
form the basis of the employer’s contribution rate, which is adjusted periodically
to ensure that liabilities can be met.



RESERVES AND BALANCES —2010/11 SUMMARY (£000)

Capital Programme Reserve

Purpose:

This reserve provides resources which may be
used for capital spending, and was set up in
recognition of the reducing forecasts of capital
receipts. It also smoothes the impact of slippage in
capital payments and phasing issues on other
capital resources.

Used how and when:

Used at the end of the financial year to finance the
capital programme. Usage and phasing determined
by Council when the capital programme set.

Procedures: Usage of both the capital programme reserve and
capital receipts is delegated to the Deputy Chief
Executive and Director of Corporate Resources.

Review: Contribution and usage reviewed on an annual

basis as part of the capital programme and revenue
budget setting processes.

Estimated Balance at 1/4/2010: 39,547

Added: 2,650

Withdrawn: 7,645

Closing Balance as at 31/3/2011: 34,552

CBOSS Development and Reprocurement

Purpose:

To meet the cost of development of the SAP
system, and towards the reprocurement contract
costs.

Used how and when:

Used in line with estimated expenditure on this
project.

Procedures: Released to revenue as authorised by the Deputy
Director of Corporate Resources (Project Director).
Review: Annually

Estimated Balance at 1/4/2010: 602

Added: 0

Withdrawn: 0

Closing Balance as at 31/3/2011: 602




ASC ICT refresh

Purpose:

To meet the costs of regular replacement of ICT
equipment on a four-year rolling programme in Adult
Social Care

Used how and when:

As part of the four-year rolling programme managed
by Corporate ICT Services.

Procedures: Managed by Corporate ICT Services, and Assistant
Director - Resources
Review: Level is reviewed annually against the “refresh”

programme

Estimated Balance at 1/4/2010: 150

Added: 0

Withdrawn 0

Closing Balance as at 31/3/2011: 150

Chief Executive ICT refresh

Purpose:

To fund replacement of ICT equipment

Used how and when:

Used when the “refresh” of equipment takes place
in line with departmental programmes

Procedures:

Use determined by Asst Director - Resources

Review:

Level is reviewed annually against the “refresh”
programme

Estimated Balance at 1/4/2010: 81

Added: 40

Withdrawn: 10

Closing Balance as at 31/3/2011: 111

Children ICT refresh

Purpose:

To fund replacement of ICT equipment

Used how and when:

Used when the “refresh” of equipment takes place in
line with departmental programmes

Procedures:

Use determined by Asst Director - Resources

Review:

Level is reviewed annually against the “refresh”
programme

Estimated Balance at 1/4/2010: 75

Added: 0

Withdrawn 0

Closing Balance as at 31/3/2011: 75




CRD ICT refresh

Purpose:

To fund planned replacement of ICT equipment

Used how and when:

Used when the “refresh” of equipment takes place in
line with departmental programmes

Procedures: Use determined by Assistant Director — Audit &
Performance.
Review: Level is reviewed annually against the “refresh”

programme

Estimated Balance at 1/4/2010: 148

Added: 50

Withdrawn 50

Closing Balance as at 31/3/2011: 148

T & E ICT refresh

Purpose:

To fund replacement of ICT equipment

Used how and when:

Used when the “refresh” of equipment takes place
in line with departmental programmes

Procedures:

Use determined by Asst Director - Resources

Review:

Level is reviewed annually against the “refresh”
programme

Estimated Balance at 1/4/2010: 77

Added: 0

Withdrawn 0

Closing Balance as at 31/3/2011: 77

Community Partnership

Purpose:

e To support initiatives that address crime and
the fear of crime.

e To support initiatives that can increase the
capacity of local communities to be involved in
activities that encourages improved quality of
life, well being, engagement and self-
determination.

Used how and when:

To be used over the period 2005/06 to 2009/10 as
and when bids are approved

Procedures: On approval of Assistant Director of Resources for
Chief Executive, based on incidence of bids
approved by the Lead Member for Community
Services.

Review: Monthly budget monitoring with budget manager,
and half yearly adjustment to reserve if material.

Estimated Balance at 1/4/2010: 9

Added: 0 Withdrawn: 9

Closing Balance as at 31/3/2011: 0




Corporate Waste Reserve

Purpose:

This exists to smooth the large year on year budget
increases that will be needed to finance the Waste
PFI project over the whole life of the service.

Used how and when:

Used to support the annual revenue waste disposal
budget (base budget less contractual costs) on a
quarterly basis in line with affordability and budget
steps model.

Procedures: Transfers to and from the reserve may only be
authorised by the Deputy Chief Executive and
Director of Corporate Resources and the Assistant
Director, Resources, Transport & Environment

Review: Monthly through budget monitoring process.

Estimated Balance at 1/4/2010: 66,218

Added: 13,642 Withdrawn: 11,164

Closing Balance as at 31/3/2011: 68,696

Developer Contribution Smoothing Reserve

Purpose:

To smooth the impact of timing differences between
the payment for works (funded by development) and
the actual receipt of the developer contributions.

Used how and when:

Used in approved cases where the certainty of the
development contribution is high but the works are
required before all the contributions are received.

Procedures: Fund to be released on approval of Deputy Chief
Executive and Director Corporate Resources.

Review: Annually as part of budget setting process.

Estimated Balance at 1/4/2010: 0

Added: 175 Withdrawn: 0

Closing Balance as at 31/3/2011: 175

Deferred Payments Reserve

Purpose:

This historic reserve relates to previous
government grant funding towards the costs of
income deferred by those service users who have
no immediate liquid funds but who have property
assets.

Used how and when:

To meet potential liability that deferred income will
not be covered by the realisation of service user
assets.

Procedures:

On approval of Assistant Director of Resources,
Adult Social Care, funding will be released to
revenue for approved deferred payment cases,
agreed in line with Government guidance re
eligibility criteria.

Review:

The reserve will be reviewed annually to assess the
level of repayments and agreed new funding.

Estimated Balance at 1/4/2010: 90

Added: 0

Withdrawn: 0

Closing Balance as at 31/3/2011: 90




ASC Business Transformation Risk

Purpose:

To meet the potential unplanned costs arising from
the transformation of business processes within
Adult Social Care, including ICT and staff

Used how and when:

To be used should existing project funding prove
insufficient to meet unplanned costs or when one-off
material project costs are identified. It is anticipated
that the reserve will be fully used by the end of
2011/12.

Procedures: Use of reserve to be agreed by project sponsors and
on approval of Assistant Director of Resources, Adult
Social Care.

Review: Monthly budget monitoring with the project managers

will identify need to use the reserve.

Estimated Balance at 1/4/2010: 268

Added: 0

Withdrawn: 0

Closing Balance as at 31/3/2011: 268

Departmental Budget Reserve

Purpose:

To enable net underspends by departments to be
carried forward for spending in the next financial
year in accordance with Financial Regulations.
Underspends often reflect situations where
expenditure has been committed, but not actually
incurred, at the year end.

Used how and when:

The entire balance on the reserve is available for
use in the new financial year, and the net
underspendings are transferred to the reserve
following closure of the accounts.

Procedures:

Automatic in line with financial regulations

Review:

Only required when financial regulations are
revised

Estimated Balance at 1/4/2010: 3,000

Added: 0

Withdrawn: 3,000

Closing Balance as at 31/3/2011: O




E-Government Reserve

Purpose:

This reserve was created to hold funds for e-
government projects and to build up a reserve for
equipment replacement security and resilience
upgrades as required.

Used how and when:

Used to fund the annual e-government programme
since 2003/04, the NGN project in 2006/07 and the
replacement of the Peoples Network equipment in
Libraries and Members ICT equipment in 2007/08
and 2008/09.

Procedures: All development projects are approved via the e-
government steering group. Money is drawn down
as projects progress. Equipment renewals funds
are used as equipment reaches the end of its
useful life or essential upgrades are needed.

Review: Annually

Estimated Balance at 1/4/2010: 1,018

Added: 220 Withdrawn: 958

Closing Balance as at 31/3/2011: 280

Extended Schools (Community Facilities) Reserve

Purpose:

This was originally set up for sports facilities
developed using lottery funds and run by schools.
Its use has been extended to include all community
facilities e.g., nurseries run by schools. This is set
aside from the County Council's general balances
as a legal requirement, and it may only be used by
the individual schools.

Used how and when:

The surplus/deficit on facilities is transferred to/from
the reserve at the year-end.

Procedures: The surplus/deficit on facilities are transferred
to/from the reserve at the year end.

Review: Annually

Estimated Balance at 1/4/2010: 155

Added: 0 Withdrawn: 0

Closing Balance as at 31/3/2011: 155

High Weald Reserve

Purpose: To provide for future spending commitments in the
High Weald Area of Natural Beauty.

Used how and when: To support any operational deficits during the year.

Procedures: Joint Advisory Committee (JAC) approves the annual
budget (and transfer to or from reserve) on an annual
basis. They also approve the forecasts for the current
year at the same meeting to approve any changes to
the forecast reserve transfer.
In reality the operational surplus or deficit will be the
transfer to or from the reserves.

Review: Annually

Estimated Balance at 1/4/2010: 61

Added: 0 Withdrawn: 8

Closing Balance as at 31/3/2011: 53




Insurance Reserve (from 1/4/97)

Purpose:

To cater for internally funded insurance on County
Council services. Subject to an aggregate limit, this
reserve covers Third Party liability costs under
£100k, property losses of up to £100k and motor
vehicle ‘own damage’ costs. Self Insurance through
this reserve is more economical than external
insurance for these classes of risks.

Used how and when:

Used to fund self-insured element of insurance
policy. Drawn down at year end when liability is
known.

Procedures: At year end net cost of claims due to be settled is
assessed and an equivalent amount is drawn down
to offset revenue impact of claims settled.

Review: Reviewed by actuary to ensure sufficient reserve

on an annual basis.

Estimated Balance at 1/4/2010: 8,065

Added: 1,631

Withdrawn: 1,631

Closing Balance as at 31/3/2011: 8,065

Insurance Reserve (to 31/3/97)

Purpose:

This reserve was used for the same purposes as
the current insurance reserve (see above), but it
relates to the pre-reorganisation County Council,
and some may eventually be attributable to
Brighton and Hove City Council.

Used how and when:

Used to fund self-insured element of insurance
policy. Drawn down at year end when liability is
known.

Procedures: At year end net cost of claims due to be settled is
assessed and an equivalent amount is drawn down
to offset revenue impact of claims settled.

Review: Reviewed by actuary to ensure sufficient reserve

on an annual basis.

Estimated Balance at 1/4/2010: 494

Added: 0

Withdrawn: 0

Closing Balance as at 31/3/2011: 494

Invest to Save

Purpose:

To provide initial funding for projects designed to save
the Council money over the following years.

Used how and when:

Allocated to projects upon submission of spending
and savings plans.

Procedures: On approval of Director of Corporate Resources and
Deputy Chief Executive, based on bids.
Review: At least annually and as bids are invited and

successful. The balance at the end of 2010/11 is
already committed to projects in 2011/12 and so the
reserve will then close.

Estimated Balance at 1/4/2010: 1,432

Added: 0

Withdrawn: 1,078

Closing Balance as at 31/3/2011: 354




Leisure Centres Lease Agreement

Purpose:

To enable the County Council to meet its obligations
under the lease agreement to keep premises in good
repair in accordance with a 5 year plan.

Used how and when:

Withdrawals to be made to enable payments to be
made within 30 days of demand.

Procedures: On approval of Assistant Director of Resources,
Children's Services, balances are withdrawn in line
with the lease agreement

Review: Annually

Estimated Balance at 1/4/2010: 332

Added: 0 Withdrawn: 50

Closing Balance as at 31/3/2011: 282

Map Digitalisation

Purpose:

Investment in making available historical records
available in electronic form, including through the
ESCC website.

Used how and when:

To be used over the period 2005/06 through to
2009/10.

Procedures: On approval of Assistant Director of Resources for
Chief Executive, based on expenditure against agreed
project objectives.

Review: Monthly budget monitoring with budget manager, and

half yearly adjustment to reserve if material.

Estimated Balance at 1/4/2010: 11

Added: 0

Withdrawn: 11

Closing Balance as at 31/3/2011: 0

On Street Parking

Purpose:

Use of 'surpluses' is restricted by legislation.

Used how and when:

Can be used to cover deficits from earlier years,
provision of off-street parking, highway maintenance
and passenger transport.

Procedures: Proposed expenditure agreed after appropriate
consultation, and on approval of Assistant Director of
Resources, Transport and Environment

Review: Annually

Estimated Balance at 1/4/2010: 492

Added: 1,167

Withdrawn: 550

Closing Balance as at 31/3/2011: 1,109




Quse Valley Commuted Maintenance

Purpose:

To fund the ongoing maintenance costs associated
with the landscape project at Newhaven Ouse
Estuary.

Used how and when:

To pay for maintenance annually over a five year
period in accordance with the contract.

Procedures: Withdrawals made to match revenue spending on
maintenance.

Review: Monthly, as part of budget monitoring procedures.

Estimated Balance at 1/4/2010: 16

Added: 0 Withdrawn: 16

Closing Balance as at 31/3/2011 0O

Interest Rate Equalisation Reserve

Purpose:

This reserve (formally the Pension Contributions
reserve) provides resources, which may be used to
help manage fluctuations in interest rates and the
impact on our short-long term borrowing and
investment. For the purpose of managing current risk,
it is also temporally receiving the proceed from the
Confirmed Developer Contribution — Smoothing
reserve and a one off contribution from the
redundancy reserve for the same purpose.

Used how and when:

The balance on this reserve will be released in support
of the financial impact of changes in interest rate.

Procedures: On approval of Director of Corporate Resources and
Deputy Chief Executive, based on regular Treasury
Management updates.

Review: Monthly budget monitoring by the Treasury

Management team and as required if financial impact
is material.

Estimated Balance at 1/4/2010: 1,100

Added: 0

Withdrawn: 1,100

Closing Balance as at 31/3/2011: O

PFl Asset Reserve

Purpose:

To build up a notional fund to reflect the cost of
purchasing the assets from the provider at the end of
the contract. The amounts represent the payments
made to the contractor which relate to the asset value.
The amount in the reserve is exactly matched by the
PFI prepayment account.

Used how and when:

At the end of the contract in 2025.

Procedures: The prepayment and reserve transactions are
processed during the closure of the accounts.

Review: Not required until the end of the PFI contract period

Estimated Balance at 1/4/2010: 4,902

Added: 674 | Withdrawn: 0

Closing Balance as at 31/3/2011: 5,576
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Recession Fund

Purpose:

The Council, in agreeing the budget for 2009/10,
have agreed to a one off allocation which can be
used over several years, to support the work to
address the recession and the impact it has on
residents, businesses and communities.

Used how and when:

Applications can be made either by teams within the
County Council or external organisations which have
the explicit support for the project of an ESCC team.
All projects must deliver the Council’s objective;
“Take account of the effect of the economic downturn
on residents, businesses and services in the County
Council’s business and financial plans to ensure that
the effects for local people are minimised as far as
possible in the short term and that, in the longer term,
the area is well placed to emerge in a strengthened
position at the end of the current period of economic
uncertainty” and be supported by a clear evidence
base of need in East Sussex related to the recession;
etc.

Procedures:

All projects seeking support must first be assessed
by the Strategic Economic Development and Skills’
Management Team (SEDS MT) (including
appropriate financial appraisals via Corporate
Resources Department).

e All projects up to £20,000 (minimum £5,000)
will be approved by the Head of Strategic
Economic Development and Skills but will be
referred to the Bidders Internal Group (BIG)
to ensure appropriate corporate links and to
ensure that there are no other relevant
issues that had not been considered by
SEDS.

e All projects supported above this value will
follow the same procedure but will also
require the approval of both the Director of
Policy and Communications and Head of
Strategic Economic Development and Skills
up to the value of £100,000.

e All projects above this value will also require
the lead Cabinet Member approval (Clir
Jones).

Review:

Annually as part of budget setting process.

Estimated Balance at 1/4/2010:

585

Added:

0

Withdrawn: 585

Closing Balance as at 31/3/2011:

0
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Redundancies Reserve

Purpose:

To meet one-off redundancy costs, generally
associated with ongoing staff cost savings, as part
of Reconciling Policy and Resources and the
Council’s overall drive to become a modern and
effective authority

Used how and when:

Bids will be invited at appropriate times from
departments towards such costs and contributions
will be made in the same year as the costs.

Procedures: On approval of Director of Corporate Resources and
Deputy Chief Executive, based on incidence of bids
approved. Significant redundancy cost could be
incurred during 2010/11 but difficult to scale at this
stage. £2.0m has been shown to give an indication
of likely scale.

Review: Annually

Estimated Balance at 1/4/2010: 2,139

Added: 500 | Withdrawn: 2,000

Closing Balance as at 31/3/2011: 639

Redundancies - DPS review

Purpose: To meet the potential redundancy costs arising
from the review of directly provided services (DPS)
within older people and learning disabilities.

Used how and when: When redundancy costs have been incurred as a

result of actions arising from the DPS review.

Procedures: Redundancy payments identified when incurred,
and on approval of Assistant Director of Resources,
Adult Social Care.

Review: As the implementation of the DPS review

recommendations are rolled out

Estimated Balance at 1/4/2010: 387

Added: 0 Withdrawn: 387

Closing Balance as at 31/3/2011: O

Management Capacity

Purpose:

To provide one-off funding to support priority
corporate and department projects.

Used how and when:

To be used over the period of the Medium Term Plan
as and when bids are approved.

Procedures: On approval of Director of Corporate Resources and
Deputy Chief Executive, based on incidence of bids
approved.

Review: Monthly budget monitoring with budget manager,

and half yearly adjustment to reserve if material.

Estimated Balance at 1/4/2010: 33

Added: 0

Withdrawn: 33

Closing Balance as at 31/3/2011: 0

12




Strateqgic Economic Development

Purpose:

To provide support for County Council projects that
promotes economic development.

Used how and when:

To be used over the period of the Medium Term
Plan as and when bids are approved.

Procedures: On approval of Assistant Director of Resources for
Chief Executive, based on incidence of bids
approved in accordance with Fund guidelines.

Review: Monthly budget monitoring with budget manager,

and half yearly adjustment to reserve if material.

Estimated Balance at 1/4/2010: 58

Added: 0

Withdrawn: 58

Closing Balance as at 31/3/2011: 0

Travellers Sites

Purpose:

To meet investment needs for the council’'s gypsy
and traveller sites.

Used how and when:

Since the management of sites was brought ‘in-
house’ in April 2007 both short and longer-term
investment needs are being identified. Funds will be
released to enable a programme of work to be
undertaken in a phased and managed way consistent
with our site management responsibilities.

Procedures: Released to revenue on approval of the Assistant
Director of Resources, Chief Executive's Department.
Review: Monthly budget monitoring with budget manager, and

half yearly adjustment to reserve if material.

Estimated Balance at 1/4/2010: 147

Added: 0

Withdrawn: 60

Closing Balance as at 31/3/2011: 87

Reserve for Winter Maintenance’

Purpose:

To smooth the financial impact of variations between
years in winter weather on road maintenance.

Used how and when:

Over/Underspends on winter maintenance budget
transferred to/from reserve at year end.

Procedures: Transactions are processed during closure of
accounts.

Review: Annually on closure of accounts when outturn is
known.

Estimated Balance at 1/4/2010: 0

Added: 100 Withdrawn: 0

Closing Balance as at 31/3/2011: 100
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Reserve for Schools/Colleges Balances

Purpose:

This represents underspendings carried forward by
schools under their scheme of local financial
management. This is set aside from the County
Council's general balances as a legal requirement,
and it may only be used by the individual schools.

Used how and when:

Over/Underspends on schools' budgets are
transferred to/from reserve at year end.

Procedures: Annual over/underspend is transferred to the reserve
during closing of accounts.

Review: Annually

Estimated Balance at 1/4/2010: 10,391

Added: 0 Withdrawn: 0

Closing Balance as at 31/3/2011: 10,391

County Fund Balance

Purpose:

In line with prudent financial management,
maintenance of a general balance (i.e. not specific to
any specified risk) to protect the Council in the event of
sudden in-year emergencies which cannot be expected
to be handled within departmental cash limits.

Used how and when:

Withdrawals as approved by Cabinet.

Procedures:

As part of the Medium Term Planning process.

Review:

Annually with the intention of maintaining the balance
at a minimum of 2.25% of the net budget.

Estimated Balance at 1/4/2010: 7,664

Added: 0

Withdrawn: 0

Closing Balance as at 31/3/2011: 7,664
Usable capital receipts — sales

Purpose: This reserve contains proceeds from the sale of
assets until they are used to finance new capital
investment.

Used how and when: Used at the end of the financial year to finance the
capital programme. Maximum usage determined by
Council when capital programme set.

Procedures: Usage of both the capital programme reserve and
capital receipts are delegated to the Deputy Chief
Executive & Director of Corporate Resources.

Review: The level of this reserve is dependent on the
successful sale of assets.

Estimated Balance at 1/4/2010: 4,092

Added: 0

Withdrawn: 1,000

Closing Balance as at 31/3/2011: 3,092
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