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BUDGET OVERVIEW

This is the third consecutive year a Budget Book has been produced which has drawn together
the various major pieces of work that will enable the Authority to make a decision on its budget
and precept. These include:

A Financial Reserves Policy

The Medium-Term Financial Plan
An Efficiency Plan

The Capital Expenditure Strategy
The Treasury Management Strategy

The Minister of State for Local Government announced, on 6 December 2007, the first three-
year provisional settlement for local government covering 2008/09 to 2010/11. The Minister
further announced, on 26 November 2008, the figures for the second and third years of the
settlement.

The provisional Formula Grant for Bedfordshire and Luton Combined Fire Authority was set at
£11.144M for 2009/10, which represents a 2.05% (£224,000) increase over the previous year.
These details were circulated to Members at both the first and second Budget Workshops on
12 December 2008 and 14 January 2009 respectively. The final figures were confirmed on
21 January 2009 and have not changed from the provisionals.

The increase in grant is after a floor damping has been applied to smooth increases and ensure
that each Fire and Rescue Authority receives a minimum increase of 1.4%. As a result this
Authority's grant has been scaled back by £340,727.

The Settlement was followed by an indication that the Chancellor expected that all authorities
should keep their Council Tax increase substantially below 5% in 2009/10. Taking this into
consideration, and the discussions at the two Budget Workshops, it is proposed to set the
Council Tax, at Band D, at £81.63. This represents an increase of £2.79, which is an increase
of 3.5% over that set in 2008/09.

KEY BUDGET INFORMATION

2009/10 Change
Budget Requirement (EM) 27.842
Tax Base 204,101 0.4%
Precept Requirement (EM) 16.660
Band 'D' Council Tax £81.63 3.5%
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RECOMMENDATIONS

The Combined Fire Authority is requested to consider this report and determine for 2009/10
that:

1. The Revenue Budget be approved at £28,286,559, including a contingency for pay and
prices inflation of £729,000, and reduced by contributions of £443,815 from ear-marked
and general reserves to £27,842,744.

2. This budget requirement of £27,842,744 be met through:

Revenue Support Grant £2,089,781

Business Rate Income £9,054,005

and that subject to (3) below the Fire Authority Precept requirement be determined at
£16,698,958.

3. The precept in (2) above be reduced by £38,185, being the Fire Authority's share of the
estimated net surplus on the Council Tax Collection Funds for 2008/09 for each of the
Borough/District/Unitary Councils, to £16,660,773.

4, That pursuant to the provisions of the Local Government Finance Acts 1992 and 1999
and all other relevant statutory powers, the Secretary of the Authority issue Precepts in
the necessary form to each of the Borough/Unitary Councils indicated in Column 1,
requiring those Authorities to make payments of the sum indicated in Column 2 in eleven
equal instalments, and payments for the Authority's share of the estimated surplus or
deficits on the Council Tax Collection Funds for 2008/09, in ten equal instalments on the
agreed dates, of the sum indicated in Column 3.

Unitary Councils £ £
) 2) 3)
Bedford Borough 4,476,679 71,362
Luton Borough 4,507,609 (45,538)
Central Bedfordshire 7,676,485 12,361
Total 16,660,773 38,185
5. That the amount of Council Tax calculated, in accordance with the Local Government
Finance Act 1992, to be payable in respect of each category of dwelling be confirmed as
follows:
Valuation Band Tax Payable Compared to Council Tax for Band
Band D (Expressed in £
Fractions)

A 6/9 54.42

B 7/9 63.49

C 8/9 72.56

D 1 81.63

E 11/9 99.77

F 13/9 117.91

G 15/9 136.05

H 2 163.26
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TREASURER'S STATEMENT

Section 25 of the Local Government Act 2003 requires the Treasurer to report to the Authority
when it is making the statutory calculations required to determine its Council Tax and the
Authority is required to take the report into account when making the calculations. The report
must deal with the robustness of the estimates included in the budget and the adequacy of the
reserves for which the budget provides.

Dealing firstly with the robustness; an improved budget scrutiny process was introduced two
years ago following the Best Value Review of Finance. This has been followed again this year
with additional improvements introduced. Members have again also been involved in debating
the more important details at two Members' Budget Workshops, and both Officers and Members
have arrived at the budget setting meeting fully briefed on all the major issues. Given this
background, | can confirm my satisfaction as to the robustness of the estimates presented to
you in this report.

Members will be aware, from previous discussions and the presentations at the two Budget
Workshops, of the need to make adequate provision for Reserves and Working Balances. The
requirement for financial reserves is acknowledged in Statute and Sections 32 and 43 of the
Local Government Finance Act 1992 require precepting authorities to have regard to the level of
reserves needed for meeting estimated future expenditure when calculating the budget
requirement.

CIPFA published a Guidance Note on Local Authority Reserves and Balances in February 2003
and it is the responsibility of the Treasurer to advise the Authority concerning the level of
reserves and the protocols for their establishment and use.

The importance of sound working balances, reserves and provisions cannot be over
emphasised. It is critical, particularly where an emergency service is involved, to have
adequate working capital. A working balance is needed to even out the peaks and troughs of
cash flow. It guards against the need (and cost) of regular short-term borrowing. Apart from the
day to day fluctuations in cash flow, the working balance will be made up principally by the level
of reserves and provisions.

There are three main purposes for the establishment and maintenance of reserves:

e A working balance to help cushion the impact of uneven cash flows and avoid unnecessary
temporary borrowing.

e A contingency to cushion the impact of unexpected events or emergencies.

e A means of building up funds, often referred to as earmarked reserves, to meet known or
predicted liabilities.

A full review of the level of reserves, which involved myself, was undertaken in November 2008
and reported both to the Members' Budget Workshops and to the Performance Achievement
Scrutiny Group on 14 January 2009. This Group endorsed a general reserve of £2.237M for
2009/10 and this has been included in the Authority's resources.

In addition, a further £163,740, is being held as the net surplus on the previous
Borough/District/Unitary Councils' Collection Funds which, as previously endorsed, is being held
as an earmarked reserve against any future deficits. This total includes the amount detailed
earlier for 2009/10.
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THE BUDGET BUILD-UP : REVENUE EXPENDITURE

Revenue Budget Procedure

The process for the preparation of this year's Revenue Budget was discussed in detail at both
Members' Budget Workshops. By way of summary:

e CFA approved its Budget Strategy on 9 June 2008 (Minute reference 08/09/fa/20).

e The Service's Functional Command Team reviewed last year's process on 1 May 2008 and
set down the budget process to be followed for 2009/10.

e Revised guidance notes were issued to all Budget Managers on 13 August 2008.
e Budget scrutiny process overseen by a Functional Command Team Budget Scrutiny Group.

e Review of budget proposals considered by the Treasurer and Principal Officers on
18 November 2008.

Inflation

The anticipated cost of inflation between 2008/09 and 2009/10 is £729,000. This is based on a
2.5% increase on pay and for prices. This sum is broken down in detail in Appendix 2 of the
Medium-Term Financial Plan.

The pay awards for all staff have been included at 2.5%, after discussion with Members at the
Budget Workshops. Non-uniformed pay increase is from 1 April 2009 and for Firefighters and
Control Staff from 1 July 2009. The 2.5% contingency allowed for price increases has also
been discussed at the Budget Workshops.

Budget Reductions

The Medium-Term Financial Plan (Appendix 2) shows a number of reductions to the base
budget, totalling £1.330M. These relate to the implications of previous budget decisions,
including the deletion of the nine firefighter posts approved for two years in 2007/08; savings on
insurance premiums resulting from the two year tendering process in November 2008;
increased investment interest income in excess of the budgetted figures; a review of the
provision for ill-health retirements; and a 1.5% efficiency savings on non-pay related budgets.

Budget Increases

Three budget increases have been added to the base budget, totalling £137,000 i again as
detailed in the Medium-Term Financial Plan. These include the reinstatement of the budget
provision for the Easter bank holidays deleted last year, on-going incremental costs of the non-
uniformed job evaluation process and the revenue implications of the Capital Programme.



Spending Pressures

The Authority faces a number of Service pressures i highlighted in the Medium-Term Financial
Plan. The Service's Functional Command Team Budget Scrutiny Group considered some
eighty-six project budget bids from Budget Managers, totalling in excess of £1.3M. All these
were considered in detail against a risk matrix and the Authority's Strategic Objectives and
given a red, amber or green rating. The 'green-rated' projects were further examined and

reduced to a manageable number.
(E677,600) and detailed on page 7.

Workshop on 14 January 2009.

Summary of Revenue Expenditure

Thirty-two are being brought forward for approval
These were considered in detail at the 2" Budget

2008/09 2009/10
Budget Area Budget
£000 £000
22,819 Employees 23,180

892 Premises 1,031
1,170 Transport 1,119
2,491 Supplies and Services 2,590

454 Agency and Contracted Services 466

542 Capital Financing 600
(576) Income (700)

27,792 Net Revenue Expenditure 28,286
(849) Reserves Funding (482)
33 Contribution to Reserves (Collection Fund Surplus) 38
26,976 Budget Requirement 27,842

A detailed breakdown of the revenue budget can be seen on page 8.




What the Money is Spent On

Employees
81%

Capital Financing
2%

Premises
4%

Agency & Contracted
Services
2%

Supplies and Services

7% Transport

4%

Funding the Budget

£000

2008/09 Budget 27,792
Full-Year Effect and Forecast Variations to Budget (1,193)
Inflation 729
Budget Pressures 958
Less Funding from Reserves (482)
Contribution to Reserves (Collection Fund Surplus) 38
Budget Requirement 27,842
Financed by:
Business Rate Income 9,054
Government Grant 2,090
Precept 16,660
Collection Fund Surplus 38
Total Financing 27,842
Where the Money Comes From

Funding from General

Government
Grant

Income _ reserves
2% [ 2%

Council Tax
58%

7%

Business Rates
(via Govt)
31%




Summary of FMS 3 Projects

Ref Description 2009/10 2010/11 2011/12 Strategic
Increase | Increase | Increase | Objective
5/6/65 | Property Repair and Maintenance 64,300 -22,800 -41,500 3
10 Data Analyst Officer 37,800 0 0 4
11B/69 | Temporary HMO Officer and Support 52,800 -47,000 0 2,3,4
12/85 | New Dunstable Station Running Costs 35,900 -20,000 0| 1,2,3,4
16 Faith Based Football Community Project 8,000 0 0 1,2
26 Community Safety i Volunteer Scheme 5,700 0 0 1
34/37/ | Operational Equipment
38/44 24,600 -15,500 0 3
43 BA Equipment 3,700 -3,700 0 3
46/72/ | Computer Software/Licensing Contracts
73/78 19,400 0 0| 1,2,3,4
47 Community Consultation 29,700 -29,700 0 3
48 Audit and Review 19,600 -19,600 0 3
57 Firelink Phase B Installation 12,500 -12,500 0 3
59 Continuation of Flexi-Duty Officer
Secondment Training Scheme 29.400 0 0 3
61/62/ | Firefighter Training Courses
66 92,600 | -111,100 0 3
63 Permanent Driving Instructor 30,400 0 1,2,3
64 Permanent Uniformed Service Training
Instructor 46,200 0 0 1,2
68 Recruits in Training 92,000 31,000 0| 1,2,3,4
80 Theatre in Education Community Project 16,000 0 0 1,2
82 Asset Management Accommodation Review 15,000 -15,000 0 3
86 Smoke Alarm Fitters 42,000 0 0 1,2, 4
Overall Total 677,600 | -265,900 -41,500




Summary of Subjective Analysis

2008/09 2009/10
£000 £000
Employees
15,156 Uniformed 15,380
1,540 Retained 1,587
1,047 Control 1,065
3,573 Non-Uniformed 3,947
1,503 Indirect Employee costs 1,201
22,819 Total Employees 23,180
Premises
67 Cleaning and Grounds Maintenance 76
189 Heating and Lighting 236
380 Insurance, Rents and Rates 410
256 Repairs and Maintenance 309
892 Total Premises 1,031
Transport
167 Maintenance 161
206 Car Allowances 205
174 Fuel and OIl 187
623 Leasing Costs 566
1,170 Total Transport 1,119
Supplies and Services
58 Subscriptions 57
6 Bank Charges 6
334 Clothing and Uniforms 295
261 Operational Equipment 201
354 Information Technology 575
144 Hydrants and Breathing Apparatus Maintenance 133
56 Catering and Catering Equipment 63
84 Printing and Photocopying 62
34 Stationery 29
35 Subsistence 32
169 Telephones 170
956 Other Supplies and Services 967
2,491 Total Supplies and Services 2,590
454 Agency and Contracted Services 466
542 Capital Financing 600
(576) Income (700)
27,792 Net Revenue Expenditure 28,286
(849) Reserves Funding (482)
33 Contribution to Reserves (Collection Fund Surplus) 38
26,976 Budget Requirement 27,842
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THE BUDGET BUILD-UP : CAPITAL EXPENDITURE

The Prudential Code, introduced as part of the Local Government Act 2003, came into effect
from 1 April 2004 and has removed the previously rigid capital financing rules. The Code
requires an Authority to ensure capital expenditure is both prudent and affordable.

The Capital Budget for 2009/10 amounts to £1.838 M and is summarised below:

Schemes £000
Replacement Dunstable Station (final retention) 102
Vehicles including Fire Appliances 887
Property Schemes (excluding Dunstable) 849
Total Expenditure 1,838

A schedule setting out the medium-term capital programme for 2009/10 to 2011/12 is on
page 10.

As discussed at the 2" Members' Budget Workshop on 14 January 2009, this year's capital
programme continues to support the purchase of fire appliances and other fire and rescue
vehicles. A full option appraisal of the various financing methods was undertaken two years ago
by the Service's Budget Scrutiny Team, resulting in capital funding being the most
advantageous.

The revenue budget accounts for the financing costs of the schemes in 2009/10 and future
years. In addition, the budget also includes any additional revenue running costs.

A summary of how the capital programme will be financed is shown below. The PWLB loan has
already been taken out, at preferential rates, in August 2008.

£000
PWLB Loan 1,838
Capital Receipts 0
Capital Grant 0
Total Financing 1,838




BEDFORDSHIRE AND LUTON COMBINED FIRE AUTHORITY
CAPITAL PROGRAMME

Scheme Capital Capital Capital Source Additional Additional Additional
Budget Budget Budget of Revenue Revenue Revenue
2009/10 | 2010/11 | 2011/12 Finance Running Running Running
Costs Costs Costs
2009/10 2010/11 2011/12
£000 £000 £000 £000 £000 £000
Minor Capital Works 50 50 50 L
Dunstable Station Replacement 102 L
Stopsley i Upgrade of
Accommodation 20 L
Vehicles 887 779 175 L
Environmental Improvements 50 L
Upgrade HQ Administration
Office 25 L
Access Security Controls (All
Sites) 70 L 5 0 0

Conversion of Bar Area to
Training and Community Rooms

(Luton) 25 L
Replacement Heating System
(Bedford) 60 L

Conversion of Bar Area to
Community Facility and DDA
Access (Toddington) 20 L

E-Learning and Meeting/Training
Room for Staff and Community
Access and Engagement

(Ampthill) 15 L
Secure Bicycle Storage

(Bedford, Kempston and HQ) 9 L
Improvement and Enhancement

of Kitchen (Kempston) 8 L
Conversion and Modifications to

Southern Area Office 60 L

Security Barrier and Palisade
Fencing to Drill Yard and Fuel
Tank (Bedford) 9 L

RTC Training: Vehicle Secure
Fenced Storage Compounds for
Improving Stations Access for

Community Use 98 L
Diesel Tanks (Leighton Buzzard,

Luton and Toddington) 39 L
Community Facility (Leighton

Buzzard) 18 L

E-Learning/IT Room for Staff and
Community Access and
Engagement (Harrold) 5 L

E-Learning/IT Room for Staff and
Community Access and
Engagement (Potton) 5 L

Portacabin for Gym (Harrold) 10 L

Provide Disabled Facilities
Station for Staff and Community
Access and Engagement
(Stopsley) 30 L

10




Removal of Bar and Conversion
to Training and Community

Rooms (Bedford) 15 L
E-Learning/IT Room Station for

Staff and Community Access

and Engagement (Biggleswade) 5 L
Replacement Compressor

(Luton) 12 L
Conversion of Bay Areas to

Community Room (Luton) 125 L 10 0
Conversion of Bar Area to

Training and Community Rooms

(HQ) 66 L
Total 1,838 829 225 Total 15 0
Capital Financing Summary

L =Loan 1,838 829 225 L
C = Capital Receipts 0 0 0 CR
G = Grant 0 0 0 G
Total 1,838 829 225
Additional Revenue Running Costs 15 0 0
Additional Revenue Implications

of Capital Financing 58 77 27

Total Additional Revenue Costs 73 77 27

11
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APPENDIX 1

FINANCIAL RESERVES POLICY

General Reserves

The level of reserves held will be consistent with the overall financial environment and the
key financial risks faced by the Fire Authority. This risk assessment will be carried out at
least once a year and will take account of circumstances at the time and the Annual
Governance Statement. The risk assessment will be carried out by the:

Treasurer

Assistant Chief Fire Officer

Head of Finance and Corporate Support
Chief Accountant

The assessment findings will be reviewed by the Performance Achievement Scrutiny Group
and an agreed assessment will be reported to the Combined Fire Authority.

Any reserves in excess of the assessed amount will, in the first instance, be considered to
fund one-offftime limited expenditure and, secondly, to support recurring revenue
expenditure over the medium-term subject to the key consideration of sustainability.

The benefit of holding non-earmarked reserves is that the Fire Authority can manage

unforeseen financial risks without the need to make immediate offsetting savings, with the
potenti al real i mpact this coul d Imaaditien, iotarestu s er s @
earned on the approved balance of £2.237M at the current investment interest rate of 4.01%

is £89,700 over a full year.

Earmarked Reserves

Earmarked Reserves will be held for two main reasons. The key factors that determine their
level are set out below:

e Where grant funding has been provided in a particular year for a specific project, but has
not been fully spent, the creation of an earmarked reserve enables the funds to be
utilised in the following financial year, subject to the agreement of the funding body.

e Carry forward of underspend - some services commit expenditure to projects, but cannot
spend the budget in year. Reserves are used as a mechanism to carry forward these
resources.

e Other earmarked reserves will be set up from time to time to meet known or predicted
liabilities.

All requests for earmarking underspends will be considered by the Functional Command
Team (FCT) in May of each year and reported to the Combined Fire Authority in the
Statement of Accounts. The following principles, which appear in the Revenue Budget
Management Arrangements Handbook, will be applied to the process:



e The process is intended to facilitate the effective and efficient use of public funds. The
process is NOT intended as a way to circumvent the budget process and have items of
expenditure agreed which had previously been rejected as part of the budget scrutiny
process.

e The amount of request should be subject to a minimum of £1,000 and a maximum of
£500,000.

e The relevant budget should be underspending by at least the amount of the request.

e The underspend should not have been 'offered’ up and already taken as a saving during
the financial year.

In March each year, the Head of Finance and Corporate Support will circulate to Budget
Managers details of the programme and timetable to be followed for carrying forward
earmarked reserves.

Monitoring Policy
General Reserves and Balances

The level of general reserves and balances will be monitored and reported to Functional
Command Team and Performance Achievement Scrutiny Group at least twice a year.

Earmarked Reserves

The budget for each earmarked reserve wil
budget and, as such, will be monitored monthly as part of the regular budget monitoring
process.

In addition, earmarked reserves will be monitored in detail at least twice a year. Firstly,
when they are initially approved and, secondly, half way through the financial year when
each budget manager will be required to report to Functional Command Team on actual
expenditure to date and forecast expenditure for the year for each reserve.

Back to contents




APPENDIX 2

BEDFORDSHIRE AND LUTON COMBINED FIRE AUTHORITY

Medium-Term Financial Plan
2009/1071 2011/12
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1. Introduction

This is Bedfordshire and Luton ComberrmRndncidFi re Au

Plan. lItis a three year plan and covers the financial years 2009/10 to 2011/12 and seeks to
build upon the work undertaken in developing previous Plans. The BLCFA continues to
strive to deliver the expectations of the national modernisation agenda, which is set out in
the Fire and Rescue Services Act 2004 and National Framework 2008/10. To be able to rise
to the challenges that it faces, whilst at the same time endeavouring to continue to improve,
this MTFP has been developed to ensure that resources are adequate and appropriately
directed so as to deliver the aims and objectives and key priorities of the Authority.

The BLCFA has a planning process which incorporates integrated risk management
planning, community safety planning and other aspects of service delivery. These are
capturedin 't he Aut h o rCorpoyate flanStee finanaakimplications of which are
then fully integrated into the annual budget requirements. However, the plans are forward
| ooking and have implications for f utfoaethe
purpose of the MTFP to provide the financial framework within which budgeting and funding
decisions can be made.

In addition, the Authority has an effective strategic risk management process which identifies
key risks and puts into place controls to manage these risks. The outputs from this process
are used as part of the financial risk assessment that is carried out each year which
determines the most appropriate level of reserves for the Authority to hold.

In 2005 the Authority was assessed as weak, in the first Comprehensive Performance
Assessment (CPA) for Fire and Rescue Authorities. Since that time the Authority put into
place specific Improvement Plans to remedy the identified weaknesses and following a
Corporate Assessment undertaken by the Audit Commission in July 2008, the Authority was
found to have improved in a number of areas and was given an overall assessment rating of
'Fair'. Additionally in 2008 the Authority was subject to the national fire and rescue
performance assessment undertaken by the Audit Commission. The assessment includes:

e an assessment of improvement or deterioration in performance, measured through a
scored direction of travel assessment. The assessment is outcome-focused and is
informed by findings from the following two assessments of the fire and rescue authority;

e a use of resources assessment. This assesses the auth
range of financial themes including the FRAs arrangements for providing value for
money (VfM), and provides a scored assessment on these; and

e A scored fire and rescue service assessment which has an emphasis on service
delivery and includes a performance information element and an operational assessment
of service delivery (OASD) (provided by Department for Communities and Local
Government (CLG)).

In January 2009, the Audit Commission published its performance assessment report and
the Authority achieved the following results.

Direction of Travel Improving adequately
Use of Resources Performing well
Service Assessment Performing well

year s ¢
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In striving to build upon and further improve the above performance it will be essential to
maintain and develop close working relationships with partners in the public, private and
other sectors. At the same time the BLCFA remains determined to manage its resources
effectively and keep Council Tax as low as possible.

In 2004/05, BLCFA became a precepting body and is required by the Local Government
Finance Act 1992, as amended by the Local Government Act 2003, to set a budget
requirement and levy a tax on local council taxpayers each year. With the additional
requirement to maintain adequate reserves, this places even more emphasis on the need for
effective medium-term financial planning.

Since that time the Authority has remained in a pressured financial situation and has had to
make some difficult decisions in order to present acceptable and affordable budgets.

2. Executive Summary

This Plan reflects the Authorityds intent.i

with regard to achieving value for money. It outlines a financial framework which takes into
consideration a number of influencing factors. The financial figures that it contains have
been drawn together from a range of financial forecasts, which naturally rely more heavily on
estimates and assumptions for the later years. The most significant aspects of the Plan are
outlined in brief in the paragraphs below.

National Context - In recent years the Fire and Rescue Service has come under much
scrutiny, the outcome of which has been the passing of the Fire and Rescue Services Act
2004 which represented the most comprehensive reform of the statutory framework for more
than fifty years. Under the Act the Government produces a National Framework which

provides c¢cl arity on the Governmentdés expectations

drawing together priorities and objectives which are then presented within the local context
of the Bedfordshire and Luton Fire and Rescue Service. In addition to the National
Framework, the Government has introduced a range of new Statutory Instruments, which
between them impose new duties, including the requirement to respond to emergencies
other than fire, such as road traffic collisions, Chemical, Biological, Radiological and Nuclear
(CBRN) incidents, serious flooding and major search and rescue incidents. The new
responsibilities are not limited to response but also extend to the need for the Fire and
Rescue Service to play a key role in Civil Contingency Planning.

Service Pressures and Objectives - The new duties commented on above represent a
significant extension t o t,hwhilst Aome d&dditionalgyalt vas
been provided by the Government to assist with funding some of these, there are some for
which no direct provision will be made. Equally, there are areas of the Service where
developments are being pursued due to the longer-term benefits that they will bring, many of
which require priority funding. This particularly applies to the provision of operational
vehicles and equipment which will allow for a more tailored approach to ensure a more
effective use of resources to manage operational risk.

respon:



Government Funding - The Comprehensive Spending Review 2007 was a zero-based
central government review, looking at what had been delivered to date and included a
number of value for money reviews of specific areas. It established Government spending
priorities and expected efficiencies and savings over the three years, 2008/09, 2009/10 and
2010/11 and the results have now been announced by ministers as part of the provisional
local government settlement. The CSRO7 outcome for the Fire and Rescue Service reflects
Go v e r n mteinkingdban the fire and rescue service and the need to equip it with the
capabilities needed to meet the challenges of the twenty-first century including the threat of
terrorism and natural disasters.

In setting its budget the BLCFA has to consider the overall funding constraints set out by the
Government. CSR 07 introduced a three year financial settlement and has been influenced
by the priorities given in the National Framework which outlines expectations on the Service
over the medium-term.

Targeting Expenditure - In line with the National Framework and local priorities the
Authority has over the previous few years targeted its resources into prevention work. The
strategic financial plan is that by 2015/16 the Authority will be spending 10% of its net
expenditure on prevention work. This will be achieved by increasing capacity in the
geographical command areas including the increased use of firefighters in prevention work.
This will be further enabled by changes in the current duty systems which will lead to a more
effective risk based usage of time.

Revenue and Capital Plans - Following consideration of these influencing factors it is
possible to produce estimates of financial impact and these are set out in three-year
Revenue and Capital Plans.

The proposed cash limits for the Revenue Budget are set out below in Table 1. In each year

the planned level of expenditure gives rise to Council Tax increases significantly below 5%,

and are in |line with the Governmentoés own ass
increases reflected within the last published Spending Review.

TABLE 1: Summary Revenue proposals for Service Requirements 2009 - 2012
Strategic 2009/10 2010/11 2011/12
Objective £000 £000 £000
Community Safety 1&2 556 561 564
Firefighting and Rescue 1,2&3 15,404 15,379 15,423
Emergency Response Support 2&3 2,876 2,838 2,839
Training and Development 3 1,915 1,838 1,839
Human Resources 3 1,153 1,143 1,143
Corporate Support 4 4,006 4,810 5,601
IT and Communications 3&4 1,328 1,329 1,330
Strategic Management 4 1,048 1,002 1,002
Net Revenue Expenditure 28,286 28,900 29,741
Contribution to/(from) Reserves (444) (250) (200)
Budget Requirement 27,842 28,650 29,641




The Authoritybdés plans for revenue
levels of capital investment. In Table 2 below the capital investment proposals and the
strategy for funding it are summarised for the three-year period.

spending

TABLE 2 : Summary Capital Investment Proposals 2009 i 2012

2009/10 2010/11 2011/12

£000 £000 £000
Firefighting and Rescue 352 50 50
Emergency Response Support 926 779 175
Training and Development 535 0 0
Corporate Support 25 0 0
Total Expenditure 1,838 829 225
Financed by:
Borrowing 1,838 829 225
Grants 0 0 0
Capital Receipts 0 0 0
Total Funding 1,838 829 225

The rest of this MTFP provides a more in depth explanation of the issues that have been
commented on in the summary above.

3. National Context

Service planning, and therefore financial planning, must take place with due regard to the
national economic and public expenditure plans. This part of the Plan covers in broad
outline the context within which the budget and MTFP have been framed.

National Framework

The Government has made a number of announcements regarding its expectations for the
national Fire and Rescue Service and the level of support that it is prepared to give, both in
policy and financial terms. The most comprehensive of these and, of particular relevance to
the Fire and Rescue Service, is the National Framework 2008/09 to 2010/11. The
framework sets outt he Governmentés priorities and
Service. It does this by making clear:

e the Government 6s expectations for the Fi
e what Fire and Rescue Authorities are expected to do; and
e the support the Government will provide in helping them to meet these objectives.

This MTFP has been developed in support of the delivery of the Framework objectives, in so
far as they are relevant to this Authority.

The main areas that are focussed on within the Framework are:

e Prevention, Protection and Response - which covers the core business of Fire and
Rescue Authorities in analysing risks and taking action to meet and mitigate the effect of
those risks.

e Resilience i which covers the delivery of the key resilience programmes and the actions
authorities need to take to ensure they are fully equipped to meet the demands of the
resilience agenda.
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e Diversity and Workforce i which covers the importance of mainstreaming diversity in
all levels of the Fire and Rescue Service and workforce development, training and health
and safety.

e Governance and Improvement i which covers institutions in place to support the
delivery of Fire and Rescue Authority business, the new Local Government White Paper
framework including Local Area Agreements, Performance Assessment and Finance.

The Improvement Agenda

As commented on earlier, the changes brought about by the Fire and Rescue Services Act
2004 represent the most significant change to face the Fire and Rescue Service in over fifty
years with the most significant outcomes being the move towards a risk based approach for
determining mechanisms for service delivery. The BLCFA has developed a three year
Integrated Risk Management Plan (IRMP) that serves as a public statement of how the
Authority identifies and manages risk within its area and how it proposes to address the
many issues which relate to this aspect of its activity. The annual action plans arising from
the IRMP have a direct relevance to the development of the budget that is needed to support
the Plan.

Financing of Fire and Rescue Services

Combined Fire Authorities are funded by a mixture of Government grant, redistributed
business rates and council tax. The Government decides its funding priorities via its
Spending Review process, which for the first time has set out three year limits for spending.
The latest Spending Review was in 2007 and is the basis for the 2008/09, 2009/10 and
2010/11 financial settlements.

Historically, there has been a gap between spending and that provided for in Settlements,
leading to pressures on funding from council tax. The Government has attempted to
address this gap by a process termed 'resource equalisation' whereby the Government
brought its spending assumptions more closely in line with actual spending. This was purely
a presentational issue and resulted in no actual additional funding being made available.

Expenditure Forecasting Group

By using figures supplied by Fire and Rescue Services throughout the country, the
Expenditure Forecasting Group produces base level for spending in future years. These are
provided to the Government for consideration during spending reviews. The bases are
arrived at by taking the forecast of expenditure and increasing it by making assumptions
about increases in expenditure and savings in subsequent years. Following consideration of
submissions from all Local Government services, the Government published its first three
year spending plans for the period 2008/09, 2009/10 and 2010/11, as part of the
Comprehensive Spending Review 2007.

Government Spending Plans for Fire and Rescue Services CSR07 2008 - 2011

In the announcement made of funding provided for the Fire and Rescue Service over the

three years covered by CSRO07, the Government confirmed its commitment to providing

funding to continue to modernise the service and equip it with the capabilities needed to

meet the challenges of the 21st century including the threat of terrorism and natural

disasters. I n the Governmento6s view the CSR process F
likely to face Fire and Rescue Authorities over the next three years. Over the three years

2008/09, 2009/10 and 2010/11 the average increase in formula funding is 2.4%, 1.4% and

1.4% and the minimum increase for any authority over the same period will be 1%, 0.5% and

0.5%.



The Government published provisional 2009/10 figures in December 2008, and following
consultation, published the final figures in January 2009.

The figures for Bedfordshire and Luton Combined Fire Authority are detailed below:

Local Government Finance Settlement and 2008/09 and 2009/10 (Formula Grant)
2008/09 2009/10
£M £M % Change
Bedfordshire and Luton Combined Fire
Authority 10.920 11.144 2.05

The allocations for 2010/11 have been made on an indicative basis, but it is the
Government 6s policy only to alter those indicat:i

Also identified in the three years settlement were Capital Grants for Fire Authorities totalling
£33M and £44M in years 2009/10 and 2010/11. These grants are to assist Fire Authorities
to improve their estate, support transition to Regional FiReControls and support the national
New Dimension Programme. Full details of the grants can be found on page 15.

Changes to Financing Firefighters Pensions - There was a major change to the funding
arrangements for Combined Fire Authorities from 2006/07 relating to the financing of
pension payments. Prior to 2006/07 firefighters pensions were paid on a 'pay-as-you-go'
basis. This meant firefighters contributions into the Scheme offset any payments out. In
years where there were exceptional numbers of firefighters retiring, for example linked to
recruitment drives years ago when shift patterns changed, this placed a financial burden on
the Authority in that year in order to pay the required lump sums. The fact that firefighters, to
a certain extent, can choose when to retire, added to the unpredictability and made financial
planning problematic.

In 2006, in an attempt to smooth out these peaks and troughs the Government introduced a

new funding arrangement. From 2006/ @Blicedandart of
any shortfall in pensions funding met by Government grant. One exception to this is that

Authorities are still responsible for the payment of ill health retirements.

Changes to the Formula Spending Share - The Government reviewed the system used to
distribute formula grant from 2006/07, and moved away from setting notional levels of
expenditure and taxation, replacing them with a system that focuses on relative needs and
ability to raise taxes. These changes have impacted across the whole of Local Government,
not simply for Fire and Rescue Authorities. However, one feature of the old system that has
been kept is 'damping’. This guarantees that all Authorities receive at least a minimum level
of increased funding in order to provide some stability. For 2009/10 this minimum has been
set at only 1.4%. The chart below shows the impact of the damping on Bedfordshire and
Luton Combined Fire Authority.
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Capping - In order to exercise controls over the levels of public sector spending the
Secretary of State has reserve powers to enforce Local Authorities to set Council's taxes
that meet Government expectations. This means either 'capping' an Authority, ie insisting a
reduction in council tax in that year or by 'nominating’ an Authority, whereby council tax is
not required to be reduced in year, however a 'nominated' budget is set from which future
increases are measured, ie reduces future increases by more than other Authorities would
be subjected to. Government expectations are that Council Tax increases for 2009/10 will
average significantly less than 5%.

The Efficiency Agenda

In CSRO7 the Government has re-affirmed that identification of efficiency savings will be
required in order to keep Council Tax increases down and to provide resources that can be
used to keep pace with increased demand or provide funds for reinvestment in service
improvements.

For the three year period that the CSRO7 covers, there is an expectation that English Fire
and Rescue Authorities will deliver £110M (equivalent to 1.6% per annum) of cashable net
annual efficiency savings when compared to net revenue budgets for 2007/08. This equates

to a three year target of £1.259M for this Authority and it is the Governmentd s  vthate w
moving forward with this will be essential if Fire and Rescue Authorities are to continually
improve and provide value for money to the taxpayer.

The challenge is to provide sustainable on-going savings rather than efficiencies related to
one-off savings and the Authorityd &fficiency Plan for 2008/09 to 2010/11 can be found at
Appendix 3 of this Budget Book.



The Strategy for Securing Efficiency Gains

The Bedfordshire and Luton Combined Fire Authority are committed to managing its
resources efficiently and effectively. Achieving efficiencies through procurement,
collaboration with others or introducing new ways of working is key to the Aut ho
approach to delivering its services. Significant cashable savings have been found which
have been used to resource new responsibilities (such as the new duties that have arisen
from the Fire and Rescue Services Act 2004) and to drive forward the improvement agenda
So as to achieve the expectations laid down within the National Framework. Not least they
have enabled this Authority to continue to keep council tax increases to a reasonable level,
despite having to fund higher than inflation pay increases and significant increases in energy
and fuel costs.

The Authority seeks to ensure that business cases and option appraisals are prepared to
support new investment decisions and to ensure that resources are used in the most cost
effective way.

There is an ongoing determination on the part of Members and Officers to build on past
successes, to secure continued value for money and to focus on areas for improvement to
deliver quality services.

Capital Investment - The Local Government Act 2003 introduced a new approach to capital
investment for Local Government which allowed Authorities to borrow for capital expenditure
purposes so long as they could afford to service the debt. As part of the grant formula
calculations an assumption is made about the level of capital expenditure which the
Government is prepared to 'support’. This means that they provide sufficient funds within the
formula grant to fund this level of capital expenditure, any expenditure above this level is
called unsupported and funding is required from Council Tax. Until 2006/07 BLFRS did not
pl an any unsupported borrowing. However,
2007/08 to fund the building of a new Dunstable Community Fire Station and to reflect the
change of policy in acquiring vehicles through capital rather than via leasing.

4, Local Context

The Bedfordshire and Luton Fire and Rescue Service operates fourteen fire stations
strategically placed across the County of Bedfordshire and Luton. It serves a population of
almost 600,000 spread across approximately 123,000 hectares. There are nearly a quarter
of a million domestic properties and 16,000 public and commercial buildings. The
Government has designated Bedfordshire and Luton as one of four national growth areas,
triggering a period of major investment over the next ten years in housing and the transport
infrastructure. Bedfordshire and Luton can expect 40,000 more homes by 2021, with a
further 57,000 by 2031. These extra homes will imply a population increase of 200,000 by
2031, which will have budget and operational implications. In addition a significant number of
large scale business/retail/lentertainment and transport projects are expected to be
commenced or completed in the next three years including:

Re-development of the former Vauxhall Motors Site in Luton

Re-development of the Power Court site in Luton

Re-development of the Western part of the Bedford Town Centre

Creation of the National Institute into Research of Aquatic Habitats (NIRAH) in Stewartby
Creation of a Center Parcs Forest Village in Warren Wood, Woburn

Further Widening of the M1 Motorway

Creation of a M1/A5 link (the Dunstable Northern Bypass)
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e Creation of the Bedford Western Bypass
e Creation of a dual carriageway between M1 Junction 13 and Bedford
e Upgrading of the roads between the M1 Junction 10A and Luton Airport

The Role of the Fire and Rescue Authority

The Fire and Rescue Service has for some years been implementing fundamental changes
to the way in which it delivers its services, much of which has focussed on shifting the
emphasis to a more proactive preventative culture. Whereas in the past it has been down to
individual Fire and Rescue Services to determine whether or not to invest in promoting
community fire safety, recently these have become statutory responsibilities through the new
Fire and Rescue Services Act 2004; which makes specific reference to new challenges
ahead relating to preventing fires and making communities safer. It does this by making it a
duty to promote fire safety, rescue people from road traffic collisions and respond to other
types of emergency, such as flooding, to name but a few. In summary, the role of the
Service has greatly expanded from that previously set out in the 1947 Act.

Aside from the Service-specific developments which need to be taken into account in the
coming years, the Authority faces a number of other changes, common to many other Local
Authorities. Many of these will flow from socio-economic changes, including population
change, demographic shifts and the growth in flexible working practices, such as home
working. Together with the 2004 Act these present the Service with some difficult
challenges which will call upon different approaches to engage the public and introduce a
need to work with partners across the widest possible provider spectrum in order to maintain
an effective and efficient service which provides value for money.

The Authoritydss ovdoalprovi sieonamn Sdivice wHich ésn t

underpinned by a set of aims and objectives which were revised in early 2008 in recognition
of these challenges and are used as the basis for developing its medium-term plans.

AI m S To maximise the zafety of our communitias
by whatever means possibla

To deliver a modern, wall-managed and effective fire and rescue

service of which we can all be proud.

To reach these Aims the Authority has established four strategic level objectives
that are Specific, Measurable, Achisvable, Realizt and Tims-bound to support
and guide the activities of the service.

Cur objectives are:

To reduce the number of fires, emergency incidents and
consequential deaths & injuries in our communities.

To manage rizsk and respond effectively
to emergencies

To create a safe, fair & caring workplace for our staff & develop
the competencies they need to fulfil their roles.

To ensure high standards of corporate governance and
continued Service Improvement.

11



Developmentoft he Aut HFmancial Rléns

The aims and objectives underpin all of the plans and activities of the Authority to ensure
that the service that it delivers makes the most effective use of its resources. The next part
of this MTFP sets out the resource considerations surrounding the achievement of the aims
and objectives, given the changing environment in which the BLCFA now operates. It
covers the development of the medium-term revenue and capital plans which outline the
financial resources needed to support the day to day activities of the Authority as well as
planned investment in its assets.

Core Principles

The Authority is in the process of embedding into the culture of the organisation, the need to
provide the best quality service through the most efficient route available. This will ensure
that, where possible, efficiency measures are used to free up existing resources, enabling
them to be redirected to new and emerging pressures.

Targeting Expenditure and Service Priorities

In line with the National Framework and local priorities the Authority is planning to target its
resources into prevention work. In 2005/06 4.2% of its net expenditure was on prevention,
which continued the increase from previous years.

In order to achieve this, the Authority is taking a risk based approach to the provision of its
services and a number of projects have either been completed or are underway as part of its
IRMP programme. The aim is to target resources in those areas identified as highest risk
and to increase prevention work.

In addition and as part of the strategic planning process, the Authority will continue focusing
on three overriding priorities for 20009/
objectives and will be afforded significant and priority resources in 2009/10. The priorities
are:

e Safer Homes and Roads
e Helping Young People
e Operational Safety and Training

To seek future economies of scale the Authority has implemented a plan of collaborative
work with both Cambridgeshire and Peterborough Combined Fire Authority and Essex Fire
Authority. It is envisaged that this collaboration as well as the procurement work stream of
the East of England Regional Management Board will identify potential areas for efficiency
gains and more effective working together. Areas of collaboration already in place or being
investigated include:

Recruitment Campaigns
Assessment Development Centres
Fleet and Workshops

Internal Audit Provision
Insurances

Legal Services

Training

IT Infrastructures

12
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Work in relation to the risk modelling of the County has suggested that the current sighting of
stations is a good fit with the risk profile of those areas served. Discussions have been
underway in relation to anticipated housing developments which are beyond the scope of
this financial plan, but which will seek to future-proof current service provision. This does
however also reduce the potential for efficiencies which may be achievable by other
Authorities who have more scope for potential re-sighting of stations where risk profiles have
changed over time.

Over the years the Authority has been at the forefront of maximising its resources by the
introduction of a range of different duty systems to support the needs of the local
communities. Whilst this has meant that benefits have already been reaped over a number
of years, it does mean that the capacity to further materially change duty systems and gain
efficiencies is reduced. That said, it is expected that changes to the Flexible Duty, Day Duty
and Shift Duty systems will be implemented from 1 April 2009.

The Authority, however, recognises that it is unlikely to achieve the scale of efficiencies
demonstrated by those Authorities who started the IRMP process in a position of perhaps
having only one duty system, giving them more options for change and scope for
efficiencies. That said, the Authority is still reviewing using the risk based approach and a
number of IRMP projects already completed have resulted in changes in policies which have
supported strategic objectives and enabled savings to be directed towards prevention work
rather than operational response.

The Authority has a dual approach to Community Safety by using non-uniformed and
uniformed staff in prevention work and sees the benefits, both in cash and utilisation of
resources, of using dedicated non-uniformed staff to provide targeted home fire safety
checks. In addition to this it also utilises firefighters' capacity created by reduced numbers
of turnouts following both changes to policy and the impact of prevention work.

Investment Planning
Maintaining and improving the BLCFA®s i nf,
for management purposes, this is broken down into three categories of investment; namely:

¢ Land and Buildings
¢ Fleet and Operational Equipment
¢ Information and Communication Technologies (ICT)

For each category of investment a separate programme of projects exists which spans a
three year period. Because of the nature of the types of projects included in the
programmes it has been the practice for some time to phase plans over a medium-term time
frame in order to show the way some schemes run over several years.

In line with best practice the Land and Buildings Programme is developed so as to meet
ongoing maintenance demands as well as to support the development of land and buildings
investment and its subsequent management.

The ICT Programme contains projects designed to develop and maintain the
communications and technological infrastructure, to support both operational and
organisational needs.

The Fleet and Operational Equipment Programme reflects the need to maintain a
comprehensive fleet of vehicles with acceptable asset lives, equipped to the correct standard
to meet current and planned service delivery requirements.
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Traditionally IT, vehicles and operational equipment have either been leased or funded from
revenue and hence do not feature in the capital programme, but are the subject of revenue
bids for funding. Following the introduction of the Prudential Code, work has been
undertaken to review the cost effectiveness of leasing compared with long-term borrowing
and a number of previously leased items have now been included as part of the three year
capital programme.

Any proposed schemes are assessed against set criteria to establish the extent to which
they support the strategic objectives and Authority priorities.

The Authority has implemented an Asset Management process that ensures all its assets
are procured, maintained and disposed of in an efficient and effective way to provide Value
for Money to the Council Tax payer.

Reserves

As a Precepting Authority there is a requirement from the Local Government Act 1992 for
BLCFA to hold reserves in order to meet any unforeseen emergencies and manage uneven
cash flows. At the time of setting the 2004/05 budget an extensive review was completed in
order to identify the required level of reserves. This was based upon a risk matrix and
probability of an event occurring. An annual assessment of the level of reserves is now
undertaken, and as part of the 2009/10 budget scrutiny process a general reserve
requirement of £2.237M has been identified and will be held by the Authority.

Earmarked reserves are held for specific items, for example, where there is one year only
funding for a project which is then delayed. The transfer to earmarked reserves then allows
the funding to be utilised in the following year. The process is rigorous and requires a
decision by Functional Command Team and a set of laid down criteria must be met.

Forecast Formula Grant Settlements

BLCFA receives 38% of its funding via Government grant and re-distributed non-domestic
rates, hence estimating the grant settlement is important. For 2008/09 the Government
announced a three year settlement for the first time. This has aided planning and the
increase for 2010/11 has been estimated using the CSRO7 information.

Capital and Revenue Investment Programme 2009/10 - 2011/12

Details of the programmes for capital investment are shown in the attached Appendix 1.
This programme has been developed using the following assumptions: In the medium-term
it is assumed that there will be no plans to change the type or location of fire stations and
therefore funds have not been allocated for any work of that nature, therefore all investment
in premises continues to be directed towards maintenance and the provision of new facilities
for training and enhanced national resilience. As mentioned previously, the Authority has
received additional Capital Grant monies of £1,382,847 for the years 2009/10 and 2010/11.
These monies wildl be directed to specifi
premises more open and accessible to the public and enable them to be used as a
community resource.

Historically, vehicles and equipment for frontline response and community fire safety have
followed certain levels of specification and requirements. Following a comprehensive review
of the emergency response fleet, a number of innovative changes will be made to the current
fleet. These changes will deliver a fleet of vehicles aligned to the emergency response
required to be mobilised to the identified risk profile of Bedfordshire and Luton.
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For information systems the picture is somewhat more complex. There are two related
major projects impacting during the medium-term, FiRelink and FiReControl. These are
being managed at national and regional levels and relate to the replacement of the main
scheme radio system and the rationalisation of control rooms respectively. Both are having
a significant impact on the Authority and have led to an increase in workload and cost as
systems and technical infrastructure require adapting to enable a smooth transition onto the
new platforms. Planning their impact is difficult as both projects are being managed by
Government appointed contractors and are subject to change as projects are worked up.
Estimated sums have been included in the revenue budget especially in relation to FiRelink.

The capital programme is fully funded by long-term borrowing as detailed in Appendix 1.

Grant Funded Projects

In recent years the Authority has been in receipt of a number of grants which were ring-
fenced for specific projects. The known specific grants being given by central government for
2010/11 and 2011/12 are as follows:

FiReControl Implementation Grant i A grant to assist all Fire Authorities in the transition to
Regional FiReControl Centres.

2009/10 £90,453
2010/11 £107,365
Total £197,818

Fire Capital Grant - A grant to allow BLCFA to take forward additional investment to
improve its estate, support Integrated Risk Management (IRMP) development and
improve working conditions for staff, including provision of facilities which will help
the meeting of equality and diversity targets.

2009/10 £633,240
2010/11 £749,607
Total £1,382,847

New Dimension Programme i A grant to assist in the continued need to support the
Aut h o NewtDymerssion capabilities, and specifically for BLCFA the requirement
to maintain its Mass Decontamination capability fit for purpose in a level 4 incident.

2009/10 £36,414
2010/11 £37,142
Total £73,556

The Medium-Term Revenue Plan
This is perhaps the most important part of the MTFP as it sets out the Au t h o revehug
budget strategy for the next three years and shows the predicted impact on the Council Tax.
It captures all of the forecasts and assumptions set out throughout this document, including
the revenue implications of the capital budget. The proposed changes to the resource
requirements have been categorised into generic headings covering base budget
commitments, pressures and developments and efficiency savings. These are then applied
to the existing revenue base budget to arrive at the draft revenue budgets for the medium-
term. As time progresses there are likely to be many changes to the assumptions which lay
behind these figures, but as they currently stand they provide a sound basis on which to plan
futur e yr@ehessodesaueallocation.

15



Base Budget Commitments

The

B L C F Audget for eunning the Service in 2008/09 was £27.0M, however, after

adjusting for the amount of £816,000 previously funded from reserves this increases to
£27.8M. In addition, there are a number of pressures which require funding in order to
maintain the service:

1.

Base Budget Reductions T The removal of items, which were required for one year
only in 2008/09, has resulted in savings of £589,200. A further saving of £252,000
has been achieved as a result of the two year temporary funding of nine firefighter
posts coming to an end; this sum had been included to assist in meeting the large
number of retirements during 2007/08 and 2008/09. However, £30,000 has been
added for enhanced payment for the Easter bank holidays (this sum had been
removed from the 2008/09 budget as Easter fell in March 2008 and was, therefore, a
cost in 2007/08).

Impact of Pensions Funding Changes - From 2006/07 new arrangements were
introduced which saw all pension costs being paid for from a pension account (that is

separate fromthe BLCFAG6s budget), which is funded b
and employeesd contributions with Government
Gover

employersé contributions is set by the
uniformly across all Authorities. However, the CFA is still responsible for the on-
going cost of ill-health retirements and the last three-year budgets have been
increased accordingly. However, this provision has been reviewed and, as a result of
fewer ill-health retirements than anticipated, a saving of £72,700 has been able to be
achieved.

Forecast Variations i The predominant items in this grouping in the past related to
the revenue implications of the capital programme, which includes the additional
revenue financing costs for the building of the new Community Station at Dunstable,
completed in August 2008, and non-uniformed staff payments resulting from the
previous re-evaluation of the pay scales as part of the equal pay process. However,
in addition for 2009/10 substantial savings of £415,400 have been achieved. These
have been achieved through increased investment income (on transactions made for
a year at interest rates before the recent reductions), savings for two years on
insurance premiums following a tendering exercise jointly with eight other FRAs and
a 1.5% efficiency savings on non-pay related budgets.

Inflation:

Staff Pay - for the BLCFA direct employee costs amount to £22.0M or over 77% of
the budget and as a result the annual pay awards have a significant impact on future
expenditure levels. This budget will fund wholetime and retained operational staff,
emergency fire control operators and full-time and part-time support staff. All of the
Aut horityds pay awards ar e det sand)iotheetban
through the Employersdé representatives
direct influence on the outcome and, therefore, the use of estimates for budget
projections is required. A provision of 2.5% has been included.

Non-Pay Inflation i this includes all non-pay items, from indirect employee costs
such as recruitment, occupational health and health and safety related provision and
operational training, through to premises, transport, supplies and services. Non pay
inflation of 2.5% has been provided for 2009/10 which totals £180,000. In addition, a
further sum of £49.000 has been included to cover areas where notification of
increased costs are higher than the 2.5% inflation rate allowed.
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All of the above are summarised in Table 3 below.

TABLE 3 - Base Budget Commitments 2009/10 7 2011/12
2009/10 2010/11 2011/12

£000 £000 £000
Impact of previous budget decisions (811) (289) (42)
Impact of pensions changes (73) 41 42
Forecast Variations (309) 163 124
Inflation 729 699 716
Total (464) 614 840

5. Other Budget Pressures i The Service faces a number of other budget pressures.

A summary of the FMS 3 projects from Budget Managers being taken forward have
been referred to and are detailed earlier on page 7 in the Revenue Budget Build-Up
Section of this Budget Book.

In addition, as referred to at the 2™ Budget Workshop, provision has been made to
implement the Service's revised ICT Strategy, to provide funding to enhance the
Authority's Business Continuity arrangements and to resource the relevant Local
Area Agreements following Bedfordshire's local government reorganisation from
1 April 2009.

Pressures and Developments

I n addition to inflationary growt h, t hastoAut hor i
continue to be able to provide adequate resources for all of the new developments that face

the Fire and Rescue Service. As identified earlier in this document, the National Framework

provides guidance on the general direction and timetable for developments within the Fire

and Rescue Service, in line with Government expectations. The Authoritybés owl
accord with the broad objectives contained within the Framework, and the following

paragraphs comment on each of the key priorities and the resulting budget impact over the

medium-term.

Fire Prevention and Risk Management

For many years the BLCFA has been at the forefront of change in the shift of emphasis
away from reactive firefighting to preventive fire safety measures. We established a central
Community Safety Team with specific responsibility for delivering a wide range of community
fire safety projects, supporting schools educational programmes in community safety,
working with Crime and Disorder Reduction Partnerships and other agencies to reduce
arson and improve fire safety and implementing the National Strategy for working with
Children and Young People. A review of how these services were being delivered was
undertaken in 2008 with the result that resources have now been re-directed away from the
central Community Safety Team to create and embed Risk Reduction teams in each of the
Servicebds Ar e His €wisaged that seams will allow localisation of delivery to
meet the different specific needs of the communities based in the Northern and Southern
areas of Bedfordshire and Luton. The Authority has also further developed its Risk Planning
Unit to undertake detailed assessments of risks to life and the deployment of resources,
which are needed as part of the integrated risk management planning. The allocation of
resources in 2006/07 was a major step forward in creating capacity to resource these new
ways of working and provide a sufficient resource to deliver the planned activities in the
medium-term. However, there is now an increasing need to further analyse data to further
assist decision making especially with regards to the number of stations, appliances and
personnel required to mitigate identified risks.
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Development and Training

All Operational staff play a direct role in prevention and intervention of fire and other
emergencies whilst managerial, administrative and technical staff resource support functions
such as finance, information systems, property and personnel services. Many roles require
specialist skills. It is essential that a system is available so that people and posts can be
matched to the best effect. The Authority has implemented, in collaboration with other
partners, Assessment Development Centres that assess the potential of individuals to
undertake different roles within the Fire and Rescue Service. Such a diverse workforce
captures a wide range of specialist skills and knowledge that not only has to be maintained,
but also developed so as to be able to adapt and respond to the changing focus of the
service and respond to new equipment and emerging technologies.

In addition, the Authority has recognised that the safety and welfare of its staff is paramount

a n dlraiding for Operational Safetyd conti nues to be one of t he
2009/10. The Authority is committing significant and additional resources into training and
development opportunities that will ensure that personnel are fully equipped with the
knowledge and skills required to mitigate the risks that they face on a daily basis.

Working Together

The Fire and Rescue Services Act 2004 recognised that some activities in relation to
Services were the responsibility of Government, such as setting overall objectives, some
were for local Fire and Rescue Authorities, such as risk management planning, and some
were best carried out at a regional level. This approach is given weight in the National
Framework which specifically tasks Regional Management Boards with the delivery of some
of its planned items. A main benefit that is capable of being achieved through any type of
collaborative working is the achievement of efficiency savings, either through taking
advantage of a combined buying power or by sharing resources to achieve a common
outcome. Aside from collaborative working the BLCFA also has to make financial provision
for the national FiReControl project, which is the rationalisation of all Control Rooms onto a
regional basis. Although much of the additional project cost will be met by Government
under the New Burdens principle, Authorities are expected to meet any additional costs (net
of savings) in future years, as well as any costs of tailoring the national solution to meet local
needs. Estimates have been made in relation to medium- term funding that this project will
require, although at this stage it has not been possible to quantify these with any accuracy
and they may therefore be subject to change in later years.

In summary, the funding of both commitments and pressures has resulted in the following
budget changes over the period of the medium-term strategy:

Table 4 - Budget Changes Year on Year
Strategic 2009/10 2010/11 2011/12
Objective £000 £000 £000
Community Safety 1&2 128 5 3
Firefighting and Rescue 12&3 233 (25) 44
Emergency Response Support 2&3 (29) (38)
Training and Development 3 (132) 77)
Human Resources 3 40 (20)
Corporate Support 4 21 804 791
IT and Communications 3&4 237 1 1
Strategic Management 4 4) (46) 0
Net Revenue Expenditure 494 614 841
Contribution to/(from) Reserves 372 194 150
Budget Requirement 866 808 991
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BEDFORDSHIRE AND LUTON COMBINED FIRE AUTHORITY

CAPITAL PROGRAMME

APPENDIX 1

Scheme Capital Capital Capital Source Additional Additional Additional
Budget Budget Budget of Revenue Revenue Revenue
2009/10 | 2010/11 2011/12 Finance Running Running Running
Costs Costs Costs
2009/10 2010/11 2011/12
£000 £000 £000 £000 £000 £000

Minor Capital Works 50 50 50 L

Dunstable Station Replacement 102 L

Stopsley 1 Upgrade of

Accommodation 20 L

Vehicles 887 779 175 L

Environmental Improvements 50 L

Upgrade HQ Administration

Office 25 L

Access Security Controls (All

Sites) 70 L 5 0 0

Conversion of Bar Area to

Training and Community Rooms

(Luton) 25 L

Replacement Heating System

(Bedford) 60 L

Conversion of Bar Area to

Community Facility and DDA

Access (Toddington) 20 L

E-Learning and Meeting/Training

Room for Staff and Community

Access and Engagement

(Ampthill) 15 L

Secure Bicycle Storage

(Bedford, Kempston and HQ) 9 L

Improvement and Enhancement

of Kitchen (Kempston) 8 L

Conversion and Modifications to

Southern Area Office 60 L

Security Barrier and Palisade

Fencing to Drill Yard and Fuel

Tank (Bedford) 9 L

RTC Training: Vehicle Secure

Fenced Storage Compounds for

Improving Stations Access for

Community Use 98 L

Diesel Tanks (Leighton Buzzard,

Luton and Toddington) 39 L

Community Facility (Leighton

Buzzard) 18 L

E-Learning/IT Room for Staff and

Community Access and

Engagement (Harrold) 5 L

E-Learning/IT Room for Staff and

Community Access and

Engagement (Potton) 5 L

Portacabin for Gym (Harrold) 10 L
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Provide Disabled Facilities
Station for Staff and Community
Access and Engagement

(Stopsley) 30 L
Removal of Bar and Conversion

to Training and Community

Rooms (Bedford) 15 L
E-Learning/IT Room Station for

Staff and Community Access

and Engagement (Biggleswade) 5 L
Replacement Compressor

(Luton) 12 L
Conversion of Bay Areas to

Community Room (Luton) 125 L 10
Conversion of Bar Area to

Training and Community Rooms

(HQ) 66 L
Total 1,838 829 225 Total 15
Capital Financing Summary

L = Loan 1,838 829 225 L
C = Capital Receipts 0 0 0 CR
G = Grant 0 0 0 G
Total 1,838 829 225
Additional Revenue Running Costs 15 0 0
Additional Revenue Implications

of Capital Financing 58 77 27

Total Additional Revenue Costs 73 77 27
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APPENDIX 2

MEDIUM-TERM FINANCIAL PLAN 2009/10 2010/11 2011/12

£000 £000 £000
Base Budget 27,792 28,286 28,900
Full-Year Effect of Previous Budget Decisions -589 -23 0
Additional 2 Bank Holidays 30 0 0
Nine Firefighter Posts -252 0 0

Impact of Pensions Funding Changes
Firefighters Pension Scheme (lll Health) -73 41 42

Forecast Variations

Non Uniformed Incremental Drift 34 25 11
Savings on Insurance Premiums -147 61 86
Investment Interest Increase -146 0 0
Revenue Implications of Capital Programme 73 77 27
1.5% Efficiency Savings -123 0 0
Total Forecast Variations -309 163 124
Inflation

Firefighters pay (FYE of 2.4% in 2008-2009, FYE of annual increase thereafter) 85 89 91
Firefighters pay (2.5% for 9 months) 266 272 279
Retained Pay (as per firefighters) 38 40 41
Control pay (as per firefighters) 23 23 24
Non Uniformed pay (2.5%) 86 89 91
Member Allowances (2.5%) 2 2 2
Other (2.5%) 180 184 188
Increased Costs in Excess of 2.5% 49 0 0
Total Inflation 729 699 716

Budget Pressures

2009/10 FMS 3s 678 -266 -42
ICT Strategy 200 0 0
Emergency Fire Service Cover 50 0 0
Local Area Agreements generated from Local Govt Reorganisation 30 0 0
Estimated Net Revenue Expenditure 28,286 28,900 29,741
Contribution from earmarked reserves -482 -250 -100
Contribution to reserves from Collection Fund Surplus 38 0 0

Estimated Budget Requirement 27,842 28,650 29,641
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Budget Requirement Increase Year on Year
% Budget Increase

Financed By

Redistributed Business Rates (NNDR)
Revenue Support Grant (RSG)
Collection Fund Surplus

Council Tax (the remainder)

Total
Band D Equivalent Tax Base
% Change on Band Ds

Leading to an Average Council Tax (Band D) of

% increase

22

2009/10
£000

494
1.8%

9,054
2,090
38
16,660

27,842
204,101
0.42%

81.63

3.54%

2010/11 2011/12
£000 £000

614 841
2.2% 2.9%

11,386 11,634
0 0
0 0
17,264 18,007

28,650 29,641
204,101 204,101
0.00% 0.00%

84.59 88.23

3.63% 4.30%
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Introduction

This Efficiency Plan sets out the corporate efficiency aims of Bedfordshire and Luton
Combined Fire Authority. These have been set to ensure progress is made to achieve
efficiency targets set by Central Government and in accordance with the guidance
contained in Fire and Rescue Circulars 58/2007 and 26/2008. The Authority is
committed to managing its resources efficiently and effectively and continually seeking
better Value for Money.

The plan is designed to put in place mechanisms to identify, research and produce
efficiency savings for 2008/09 and going forward over the next two years.

An Action Plan showing the key dates for the implementation of the Strategy and for the
submission of both the 6édForward Looking

6Backward Looking Annual Efficiency Statement

be reported to the Performance Achievement Scrutiny Group.

Work has already commenced on reviewing
and it is intended that the updated strategy and associated actions will be implemented
in April 2009.

The National Picture

The Department for Communities and Local Gover nment 6 s (CLG)
clarified the Go v e r n nefficendy sigenda for Fire and Rescue Authorities. It stated
that the one efficiency target has been set for all English Fire and Rescue Authorities
(FRAS) is to achieve an efficiency target of £110M (equivalent to 1.6% per annum) over
the three CSRO7 years. The Circular also statedthat6 movi ng f or war d
agenda is essential if FRAs are to continue with modernisation improvements and
provide value for mo Hteajso dordirmed Hhat ad par ofatiiee
consultation on the 2008/11 National Framework, CLG are consulting on a requirement
that 'Fire and Rescue Authorities should continue to report efficiencies on an individual
authority basis; but Communities and Local Government will also provide a facility and
guidance for authorities to report collectively on efficiency savings delivered through the
Regi onal Management Boardé.

The efficiency target must be O6écashabl eb
that maintain the same or a better level of service provision whilst reducing the
resources needed to deliver that same service. They are those where there is a direct
auditable financial saving or benefit, which releases money to the FRA to spend
elsewhere or recycle within a service.

Efficiency is an integral component of the wider improvement agenda and the new
arrangements formalise the process. Essentially, Fire and Rescue Authorities will
complete a forward and a backward looking Annual Efficiency Statement (AES). The
forward looking gives an outline of the strategy for securing efficiency gains, the key
actions to be taken and the expected gains that are expected to result from them. The
backward looking sets out the efficiency gains achieved in the past period; these are
audited as part of the Use of Resources and Value for Money judgements.
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3.1

3.2

3.3

4.1

The Local Picture

Bedfordshire and Luton Combined Fire Authority has long practised the development
and implementation of prudent revenue and capital spending strategies that minimised
the financial impact on the local taxpayer, but at the same time working towards
achieving a high level of service delivery. It has adopted a Value for Money (VFM)
Strategy which is underpinned by a robust Value for Money review process.

The Authority is committed to the continuous examination and review of its working
practices striving towards providing value for money together with meeting its stated
priorities.

In response to the CLG's Circulars in respect of Efficiency within English Fire and
Rescue Services, this work can now be formalised.

Corporate Efficiency Aims

The Fire Authoritybés strategic ai m, i n
gains is to achieve greater outputs or improved service quality from the same (or less)
resources. In support of this, the targets for the Fire Authority are to:

e continue to strive towards delivering efficiency gains in line with best practice;

e ensure all service plans include the drive towards efficiency identification and
achievement, whilst ensuring satisfactory levels of performance and service
delivery to the people of Bedfordshire and Luton;

e embed a robust procurement strategy;

e ensure effective use of resources is integrated into the organisation.

2008/09 1 2010/11 Efficiency Plan

The plan for Bedfordshire and Luton Combined Fire Authority has been produced taking
account of all CLG guidance, known at this time. The Plan will be subject to ongoing
review and will be reported on a regular basis to the Performance Achievement Scrutiny

Group.

Based on the current guidance and using the 2007/08 actual expenditure of £24.971M

as abaseline,t he Aut horityds annual t are @asdotlowvs: f or
2008/09 2009/10 2010/11
Counterfactual Spend* £25.595M £26.235M £26.891M
Efficiency Target 1.6% per annum £409,500 £419,800 £430,300

The total three year target equates to £1.259M.

t
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*The baseline for the CSR07 VFM programme is set as the 2007/08 actual outturn with
the assumed counterfactual spend being the expected profile of expenditure should no
VFM action take place (eg the baseline rolled forward and uplifted for inflation).

The Plan sets out the anticipated efficiency gains and reflects there being a balance of
unplanned efficiencies to meet the target. The table below details those efficiency gains
that have been identified.

Efficiency and Productivity Gains 2008/09 | 2009/10 | 2010/11 Total
£000 £000 £000 £000

Reductions Included in the 2008/09,

2009/10 and 2010/11 Budgets 81.8 75.8

Redeployment of Fire Safety

Administration Manager Post 35.6

Procurement Savings 31.0

Internal Audit Savings 54

Savings on Insurance 61.0 86.0

Saving on Rates 14.2 0.6

Renegotiation of Staff Allowances 46.9

Reduction in Flexible Duty Posts 68.0

Decreased lll-Health Retirements 116.0

Commmunity Safety Review 87.4

Loss of Procurement Post Due to

E-requisitioning Project 9.6

Savings on Radio/Mobilising System

Maintenance 40.0

Savings Due to Fleet Review 9.9 6.6

Total 229.0 540.2 6.6 775.8

(Shortfall)/Surplus from Target (180.5) 120.4 (423.7) (483.8)

On-going work within the Service which includes Efficiency reviews, Value for Money
initiatives and the implementation of the Community Risk Management Plan will assist
the delivery of further efficiency and productivity gains to meet the current cumulative
total shortfall from target and possibly deliver above target gains.
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Introduction

This Capital Strategy outlines how Bedfordshire and Luton Combined Fire Authority
intend to optimise the use of available capital resources to assist in achieving its
objectives. The strategy therefore sets out the corporate framework for planning and
financing capital in pursuit of the Au

Capital expenditure is a considerable cost to the Authority and it is necessary to
ensure that work, projects and equipment of a capital nature are properly identified,
evaluated and prioritised whilst ensuring associated revenue implications are fully
understood and affordable.

Historically, the Authority has used a number of sources of capital financing to fund
capital projects, including borrowing, specific grants, capital receipts, revenue
contributions and leasing.

The Authority is committed to ensuring that Value for Money (VFM) is embedded in
the decision making process, and the Capital Strategy takes account of the concept
of VFM through the capital decision making framework that is in place.

The Role of the Capital Strategy

The Capital Strategy has a significant role to play in assisting the Authority to achieve
its objectives. The Authority has a vision of 'to provide an excellent Fire and Rescue
Servicebo, and witwolstrategictaimé:s vi si on has

e To maximise the safety of our communities by whatever means possible.

e To deliver a modern, well managed and effective Fire and Rescue Service of
which we can all be proud.

It is essential that the Authority has a capital portfolio that fully supports the vision
and priorities that have been set. It is also essential that the provision of appropriate
capital assets considers all aspects of VFM, ensuring benefit for the Authority and the
local taxpayer.

The purpose of this strategy is therefore to provide a framework that transparently
demonstrates how the investment of capital resources contributes to the
achievement of the vision and key priorities set out in the Corporate Plan and
Integrated Risk Management Plan (IRMP).

The Strategy:

¢ Shows how the investment of capital resources contributes to the achievement of
key priorities set out in the Strategic Plan.

e Provides a framework for the consideration of capital options that are competing
for scarce capital resources.

e Provides a framework for the management and monitoring of the capital
programme.

e Sets out the processes for generating capital investment proposals and the
appraisal of options.

e Demonstrates how the revenue implications of capital investment are taken into
account.

thori t)



2.5

3.1

3.2

3.3

3.4

3.5

¢ Raises the profile of capital and asset management with Members, staff, partners
and the public, to ensure the economic, efficient and effective use of the
Aut horityds assets.

By implementing the Capital Strategy, the Authority has a framework in place to
consider and implement recommendations from the Strategic Asset Management
Plan and the individual asset management plans for Land and Buildings, Vehicles
and Operational Equipment and ICT. This approach will also ensure that capital
investment is sustainable, and VFM is routinely considered across all aspects of
capital investment.

Managing the Capital Strategy

A Capital Strategy Team (CST) will oversee all developments relating to the use and
management of capital resources in respect of the capital programme, ensuring that
asset planning, acquisition, financing and use is consistent with the Strategic Plan
and IRMP.

The CST will ensure that the capital programme is formulated so as to support the

delivery of the Authoritybds priorities.

Preparation of the capital programme.

Assessment of the capital programme bids.
e Assessment of capital value for money considerations.

e Advice to the Performance Achievement Scrutiny Group of ongoing and
upcoming capital schemes.

e The commissioning of post implementation reviews.

e Assessment of revenue implications of the capital programme and individual
schemes.

e Informing the content of the Medium-Term Financial Plan in relation to capital
expenditure and associated revenue implications.

The CST will also oversee compilation and review of the Asset Management Strategy
and ensure that information flows between the Capital Strategy, AMPs, ICT Strategy,
HR Strategy, Service Delivery Strategy and Medium-Term Financial Strategy.

The Membership of t hegyFeamisiacfadldwvs: Capi t al
e Chief Fire Officer

e Deputy Chief Fire Officer

e Assistant Chief Fire Officer

e Head of Finance and Corporate Support

e Specialist staff seconded to the CST as required

The CST is supported by a Capital Working Group to assist in developing capital
investment submissions for consideration by CST, and to prepare the capital
programme based on CST recommendations. The membership of the group is as
follows:

e Head of Finance and Corporate Support
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6.2

6.3

6.4

6.5

e Chief Accountant
e Property Manager
e Strategic Support Manager

e Information Systems Manager

The Capital Strategy and the Strategic Planning Process

The Capital Strategy will reflect the key strategic plans of the Authority. It is essential
that all key strategic documents produced by the Authority inform the Capital
Strategy, and it is equally important that strategic documents give consideration to
the capital framework that is in place when considering proposals that impact on
assets and capital expenditure.

The strategic planning process links the key plans and strategies of the organisation
including budget planning, IRMP, and the Corporate Plan.

The Role of Partnerships

The Authority recognises that strategic priorities can only be achieved by working in
partnership with other agencies.

The advantages of partnership working are clear; with government funding streams
becoming increasingly target based and focused on partnership working, the benefits
of partnership working could include access to additional sources of funding for the
Authority.

Key Strategic Priorities and the Capital Strategy

The strategic priorities are driven by t he Aut h oorpiovidg énsexcelléns i o n

Fire and Rescue Service'. In undertaking to fulfil the vision, a key document is the
IRMP which assesses the risks to communities of Bedfordshire and Luton from fire
and other emergencies.

The IRMP ensures that the Authority fully understands the nature and extent of the
risks to the community and the actions that need to be prioritised to address these
risks. The Plan sets out how to reduce these risks, as well as how to deliver services
effectively, taking account of external influences such as the National Framework,
national assessment processes, improvement plans and the financial resources
available to the Authority.

As detailed above in paragraph 2, the Authority have agreed two strategic aims.
These aims are realised through a number of strategic objectives and in particular a
number of annual priorities which generate specific projects that may have
implications for capital expenditure.

The Capital Strategy is designed to assist in achieving these objectives and priorities.
By ensuring that the Authorityds capit
the Corporate Plan places upon them, financial planning can ensure resources are
sustainable in the years ahead.

The practical implications of how the Capital Strategy supports the Strategic Plan by
providing information relating to the links between the strategic priorities of the
Authority are set out in the following section.
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6.6 Consultation is a key aspect of setting strategic priorities, and the Authority
undertakes consultation with the public in relation to the IRMP and the Corporate
Plan. The Aut hority discusses budget priorities i
non-domestic rate payers to ensure that the public have input to strategic policy and
budget setting processes.

7. Links between Strategic Priorities and Capital Investment

7.1 The Authority recognises that there is a requirement to invest in capital assets to
realise its strategic priorities. The Capital Strategy has four key strands to its
approach to capital investment and asset maintenance:

7.1.1 Buildings:

Repairs and Maintenanceinvest ment in oO0fit for purposed f
essential in providing a community safety service that meets the demands of a

modern fire and rescue service. The Authority has undertaken a complete review of

its existing premises and, by investing in existing property maintenance, the Authority

can continue to provide building assets to meet its strategic aims.

7.1.2 Capital Investment:

The Authority has historically provided a significant element of capital funding for the
replacement or ongoing enhancement of building stock. However, the Fire and Rescue
Service improvement agenda requires the Authority to assess existing building stock
and take consideration of the role of community fire stations and how this impacts on
the existing estate. A recent example of this approach is the new Dunstable Fire
Station which has been designed to meet the needs of staff and the public. Investment
in the new station was related to all of the strategic priorities and the IRMP, and has
resulted in a modern fit for purpose Community Fire Station that provides an asset for
the benefit of the local communities. The Authority recognises that there is a
requirement to invest in the building stock and has undertaken a review of building
assets with a view to producing options for improvement and replacement in line with
the IRMP and the Sustainable Community Strategies and Local Area Agreements
developed by the relevant Local Strategic Partnerships. Additionally, future capital
investment decisions will need to be mindful of the Fire and Rescue Service Equality and
Diversity Strategy 200871 2018and i n particul ar supposupportt he s
delivery of government commitments to promote equality and diversity, tackle disadvantage,
and build cohesive and sustainable communities.

By investing in existing building stock and identifying requirements for new buildings,
the Authority can demonstrate a commitment to meeting its strategic priorities
through capital investment. It is recognised that the community engagement agenda
and associated improvement to building stock will require capital investment. This
investment requirement has been acknowledged by the Authority i see section 9.

7.1.3 Vehicles and Equipment:

The Authority plans for vehicle and equipment replacement over a fifteen year period.
The Authority is committed to ensuring that its front line appliances, which provide
vital means of responding to incidents, are fit for purpose. To this end, a
twelve/fifteen year lifespan policy for rescue pumps and special appliances has been
adopted.



The replacement programme is fully costed and is included within the capital
programme and Medium-Ter m Fi nanci al Strategy. The Aut
acknowledges the necessity of ensuring that adequate provision is made for new and

replacement equipment as appropriate. The ongoing replacement programme
demonstrates value for money by replacing appliances and equipment within the

most appropriate timescales. Increasingly, the IRMP has required the Authority to

examine alternative types of vehicles and, to this end the Authority is examining

alternative vehicles that may offer increased efficiency and improved value for

money. The Authority will also have regard to the National Procurement Strategy

when considering capital acquisitions.

7.1.4 National Modernisation Projects:

The Authority is committed to the Government's strategy of preparedness in order to
deal with the impact of any exceptional incidents that could occur within the country.
The Capital Strategy takes into account t he
building infrastructure is capable of providing the necessary support for this type of
work. The Authority is committed to supporting two key national projects aimed at
ensuring there is a resilient infrastructure in place to deal with large scale, and
widespread incidents. The FiReControl project will provide a regional control centre
in Cambridge as part of a national network of control centres. Firelink will provide a
wide area radio network offering resilience and inter-operability between fire and
rescue services. Local funding implications of these national projects have been
slow to emerge and at this stage, no capital commitments have been built into the
capital programme. Financial details will be included in future strategies as the
financial implications of the new projects are made available to the Authority.

8. Capital Resourcing

8.1 There are numerous methods of financing the capital programme. Historically, the
Authority has utilised borrowing, leasing, capital grants, capital receipts and revenue
contributions to fund the capital programme.

8.2 The Authority has identified the need to review its estate and ensure that buildings
are fit for purpose and meet the requirements of the public and staff.

8.3 The Authority undertakes an assessment of the most cost-effective means of funding
the capital programme. Future programmes that include increased expenditure in
relation to building works will be assessed according to capital investment criteria
including:

e Expected duration of service for new assets.
o Potential for fundamental changes to service provision over a 25 year period.

e Likelihood of alternative methods of finance becoming available over the short to
medium-term.

e The revenue implications of capital expenditure.
e Demonstrating VFM.

8.4  The Local Government Act 2003 introduced a new Prudential regime for capital
expenditure. Local Authorities are free to borrow if they can afford the debt without

extra government support. Authorities must, however, demonstrate to Members that
capital spending plans are affordable, sustainable and prudent.

5



8.5 The Chartered I nstitute of Publ i c Finance
requires the Authority to report a number of key prudential indicators. Authorities are
free to undertake unsupported prudential borrowing, subject to meeting certain
criteria.

9. Resource Allocation

9.1 The existing capital programme is mainly concentrated in the areas of premises and
vehicle acquisition. Resource allocation has, in the past, matched the requirements
of the capital programme, subject to this being affordable.

9.2  Any capital expenditure bid requires an investment appraisal process to be followed
that assesses the suitability of the proposed capital works against key criteria. These
bids will be considered by the Capital Strategy Team as part of the medium-term and
annual budget setting process.

9.3 Resources will be allocated to specific projects depending on the outcome of the
assessment of capital bids (see 8.4).

10. Capital Programme i Implementation and Monitoring

10.1 Capital resources are dependant on Supported Capital Expenditure Approvals
(SCER), capital receipts, capital grants, revenue cont r i buti ons and the |
potential to prudently afford additional borrowing. As the Authority examines its
building portfolio and identifies areas for capital investment, there is likely to be a
requirement for capital investment that will require funding from these and other
available funding streams.

10.2 The capital programme is approved by the Authority on an annual basis and provides
details of the expected programme over a three year period.

10.3 The capital programme is monitored by the Servi c e 6s Capi t al Wor king
view to monitoring expenditure and timescales of individual projects against plan.

11. Capital Strategy Review

11.1 The Capital Strategy will be reviewed annually to ascertain its effectiveness and
enable updates as necessary.
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SUMMARY OF TREASURY MANAGEMENT STRATEGY FOR 2009/10

1.

11

1.2

2.1

2.2

3.1

4.

4.1

Prudential Code

The Prudential Code for Capital Finance came into effect on 1 April 2004 of which
certain requirements concern the Treasury Management Strategy. The first
Prudential Indicator for treasury management is adoption of the CIPFA Code of
Practice for Treasury Management in the Public Services. The Bedfordshire and
Luton Combined Fire Authority has adopted this Code.

The Prudential Indicators in paragraph 5.1 below replace the limits previously
approved for overall borrowing, short-term borrowing and exposure to variable
interest rates.

Treasury Management Operations

The treasury management operations have

finance staff since 1 April 2006. In order to support this function, the Authority also
contracts Sector Treasury Services to provide independent, professional treasury
advice.

Treasury management activities will be undertaken with the objectives of maximising
return/minimising cost, consistent with minimising risk. When investing, the over-
riding principle will be the maintenance of the capital sum.

Current Treasury Position

The anticipated treasury position as at 1 April 2009 is as follows:

Principal Average
Rate

Fixed rate borrowing PWLB £10.355M 4.22%
Variable rate borrowing - -

Total debt £10.335M

Investments £7.200M 6.08%
Prospects for Interest Rates
Interest rates are expected to be:

2009/10 2010/11 2011/12

Short-term rates 0.00% to 0.75% 0.00% to 1.25% 0.00% to 1.25%
Long-term rates 0.00% to 0.75% 0.00% to 1.25% 0.00% to 1.25%

bee



5.

5.1

6.1

6.2

6.3

7.1

8.1

8.2

9.1

Treasury Limits

The Authority has resolved that the following prudential indicators shall apply:

2009/10 2010/11 2011/12
Authorised limit for external debt £13.800M £14.200M | £14.200M
Operational boundary £11.900M | £12.300M | £12.300M
Upper limit for fixed interest rate exposure* | £153,000 £185,000 £195,000
Upper limit for variable interest rate £51,000 £62,000 £65,000
exposure *

* Fixed/variable rate cost of net debt/investment.

Borrowing

Borrowing will be undertaken to finance the capital programme.

The additional financing requirement for capital expenditure in each of the years
2009/10 to 2011/12 is estimated to be £1.838M in 2009/10, £0.829M in 2010/11 and
£0.225M in 2011/12. It is expected that the Public Works Loans Board will make
funds available to satisfy this requirement.

Short-term borrowing from the money market will be undertaken, if required, from
time to time, pending the receipt of revenues and long-term borrowing.

Debt Rescheduling

Debt rescheduling will be considered if beneficial opportunities are identified.
Specified Investments

Surplus funds will be invested through the money markets. Temporary investments
will be for terms of up to 364 days. Exact terms will be dependent upon our cashflow
requirements, prevailing interest rates and advice from our Treasury Management

Advisors.

Investments will only be made with other local authorities, central government and
those organisations included in the approved lending list (see Appendix B).

Non-specified Investments

No non-specified investments will be made.
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2.1

INTRODUCTION

The Bedfordshire and Luton Combined Fire Authority has customarily considered an
annual Treasury Management Strategy Statement under the requirement of the
CIPFA Code of Practice on Treasury Management, which was adopted by the
Authority as part of Financial Regulations. The 2003 Prudential Code for Capital
Finance in Local Authorities introduced new requirements for the manner in which
capital spending plans are to be considered and approved, and in conjunction with
this, the development of an integrated treasury management strategy.

The Prudential Code requires the Authority to set a number of Prudential Indicators,

certain of which replace the borrowing/variable interest limits previously determined

as part of the strategy statement, whilst also extending the period covered from one

to three years. This report therefore incorporates the indicators (see Appendix A) to

which regard should be given when determining t h e Aut horityés t
management strategy for the next three financial years.

The suggested strategy for 2009/10 in respect of the following aspects of the treasury
management function is based upon officerso
with leading market forecasts.

The strategy covers:

the current treasury position;

prospects for interest rates;

treasury limits in force which will limit treasury risk and activities of the Authority;
the borrowing strategy;

debt rescheduling;

the investment strategy.

It is a statutory requirement under Section 33 of the Local Government Finance Act
1992, for the Authority to produce a balanced budget. In particular, Section 32
requires a local authority to calculate its budget requirement for each financial year to
include the revenue costs that flow from capital financing decisions. This, therefore,
means that increases in capital expenditure must be limited to a level whereby
increases in charges to revenue from:

e increases in interest charges caused by increased borrowing to finance additional
capital expenditure, and
e any increases in running costs from new capital projects;

are limited to a level which is affordable within the projected income of the Authority
for the foreseeable future.

TREASURY MANAGEMENT OPERATIONS

The treasury management operations have bee
finance staff since 1 April 2006. In order to support this function, the Authority also

contracts Sector Treasury Services to provide independent, professional treasury

advice.
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Treasury Management 1is the management
money market and capital market transactions; the effective control of the risks
associated with those activities; and the pursuit of optimum performance consistent
with those risks.

All treasury management activities involve both risk and the pursuit of reward or gain
for the Authority. The policy of the Authority in the case of lending is to achieve the
optimum return consistent with minimising risk; the over-riding principle being to
maintain the capital sum. In the case of borrowing and debt management, the
objective is to minimise cost, consi st
longer-term financial position by sound debt management techniques. Above all the
Aut horityados priwhetheryendod ¢r darrowing e is to achieve the
effective containment of risk.

The Prudential Indicators and Treasury Management Strategy are formulated to
augment these principles and to assist in achieving these objectives.

CURRENT TREASURY POSITION

The Authority borrows to finance its capital programme from the Public Works Loans
Board (PWLB), the agency through which the Government makes funds available to
local authorities at what are usually favourable rates of interest.

As at 1 April 2009, the Authority is expected to have long-term fixed rate borrowing of
£10.335M bearing interest at an average rate of 4.22%, with maturity dates ranging
from 46 to 49 years.

The Authority invests surplus cash, and borrows to fund temporary shortfalls, through
the money markets. In addition, it also has an overdraft facility with its Bankers to
fund temporary shortfalls It also invests surplus cash within its Special Interest
Bearing Account (SIBA) at its Bankers.

The Authority is currently a net investor of funds. During 2008/09 it had levels of
investment ranging from £3.5M to £7.2M. The level of investment at 1 April 2009 is
estimated to be £7.2M.

No short-term borrowing has taken place during 2008/09 and it is not expected that
any short-term borrowing will be outstanding at 1 April 2009.

PROSPECTS FOR INTEREST RATES

Short-Term Rates

The current bank base rate is 1.50% on 13 January 2009. Sector, our Treasury
Management Advisers, forecast a fall to 0.5% by the end of 2008/09, with this to
remain at 0.5% throughout 2009/10. Forecasts from UBS suggest an increase in
2009/10 to 0.75%, whilst Capital Economics suggest a decrease in 2009/10 to
0.00%. Despite this range of opinion, there appears to be a consensus that base
rate will reduce and should range between 0.00% and 1.25% for the next two
financial years.

of
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4.2

Long-Term Rates

In 2007/08 the PWLB introduced extended maturity periods for borrowing of up to
50 years. The yield curve is currently positive with short-term yields lower than
longer-term yields.

Sectorods f or ecast -50ygarinterest ratet will varyf&ikeBn 385%
and 4.25% during the three years under review.

Ql Q2 Q3 Q4 Ql Q2 Q3 Q4
2009 | 2009 | 2009 | 2009 2010 | 2010 | 2010 | 2010

Bank Rate 0.50% | 0.50% | 0.50% | 0.50% | 0.50% | 0.75% | 1.00% | 1.25%

10 yr PWLB 3.10% | 2.75% | 2.55% | 2.55% | 2.55% | 2.85% | 3.25% | 3.65%

25 yr PWLB 4.00% | 3.95% | 3.95% | 3.95% | 4.00% | 4.15% | 4.35% | 4.45%

50 yr PWLB 3.85% | 3.80% | 3.80% | 3.80% | 3.85% | 3.90% | 4.00% | 4.25%

4.3
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Yield Curve

The vyield curve is generally positive as rates are increasing as the period to maturity
increases. The yield curve is expected to be positive during 2009/10 even with the
low interest rates, because the relationship for the PWLB loan rates are directly
measured with Debt Management Office (DMO) benchmark gilt yields.

TREASURY LIMITS FOR 2009/10 TO 2011/12

It is a statutory duty under Section 3 of the Local Government Act 2003, and
supporting regulations, for the Authority to determine and keep under review how
much it can afford to borrow. The amount so determined is termed the 'Affordable
Borrowing Limit'.

The Authority must have regard to the Prudential Code when setting their Affordable
Borrowing Limit, which essentially requires it to ensure that total capital investment
remains within sustainable limits and, in particular, that the impact upon future
council tax levels is acceptable.

Whilst termed an 'Affordable Borrowing Limit', the capital plans to be considered for
inclusion incorporate those planned to be financed by both external borrowing and
other forms of liability i such as credit arrangements. The affordable borrowing limit
is to be set, on a rolling basis, for the forthcoming financial year and two successive
financial years.

The Authority must also have regard to its exposure to interest rate and liquidity risk.
Limits are placed on the levels of both fixed and variable interest rate borrowing and
on the maturity profile of new borrowing.
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The new regulations allow the Authority to make investments with a maturity in
excess of 364 days. However, limits must be placed upon the amount that may be
invested in this way. At present, there are no plans to invest for longer than 364
days.

PRUDENTIAL INDICATORS

The prudential indicators, attached at Appendix A, are relevant for the purposes of
setting an integrated treasury management strategy. The following paragraphs
provide a brief explanation:

Affordable Borrowing Indicators

CIPFA have not provided detail on how the indicator for incremental impact on Band
D Council Tax should be calculated, but it should provide Members with details of the
impact the approval of the capital programme and its financing will have on the
overall Council Tax. The future years' estimates do not commit the Authority, they
merely provide an estimate of the likely impact.

The ratio of financing costs to net revenue stream shows how much interest and
principal payments on debt, minus investment interest, are as a percentage of all
revenue expenditure. Included within the indicator are proposals from both the
revenue budget and capital programme.

Capital Indicators

The capital financing requirement measures the

borrow for a capital purpose. In accordance with best practice, the Authority does
not associate borrowing with a particular capital scheme.

External Debt Indicators

The indicator for the authorised limit for external debt (£13.8M in 2009/10) is the
maximum the Authority will allow itself to borrow in each financial year. It includes
long-term debt, overdrafts, other long-term liabilities and short-term borrowing (to
cover temporary cash shortages).

The operational boundary (£11.9M in 2009/10) is the day-to-d ay or &énor mal 6

borrowing. It includes all long-term debt plus the normal overdraft limit.

Members should note that the authorised limit determined for 2009/10 will be the
statutory limit determined under Section 3(1) of the Local Government Act 2003, any

breach of this |imit wil!/ result in the

Treasury Management Indicators

Whereas the borrowing limits are concerned only with debt, the limits on both the
fixed and variable interest rate exposure consider the net position, ie borrowing less
investments.

The indicators for interest rate exposure shown above indicate that in 2009/10 the
upper limit for fixed interest rate exposure will be £153,000 and that the upper limit of
variable interest rate exposure will be £51,000.
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Under existing regulations, the Authority is restricted from making investments for
periods in excess of 364 days. The new regulations remove this restriction but as
there are currently no plans to place long-term investments this limit is set at nil.

The maturity structure of fixed rate borrowing indicator was introduced to ensure that
the Authority considers future liquidity and maturity risk when formulating its
borrowing strategy. Although the limits shown indicate a continuance of past policy of
borrowing for the longest period available, the Authority will nevertheless seek to
avoid having excessive debt maturing in any one year. At present all of the
Aut h o r10.83%\ lsan fhance is due to mature between 2055-58. However, this
will be monitored and is expected to be re-profiled before it matures.

BORROWING STRATEGY
The main objectives of the borrowing strategy for 2009/10 are:

to minimise the revenue cost of new debt;

to effectively manage the Authorityés
to effect funding at least cost commensurate with risk; and

to monitor interest rate movements and borrow accordingly (ie to borrow short-
term and/or at variable rates when rates are 'high’, long-term and at fixed rates
when rates are 'low").

Borrowing is undertaken each year to finance the capital programme. The additional
financing requirement for 2009/10 for capital expenditure is estimated to be £1.838M.

Any borrowing to finance the capital programme is expected to be undertaken
through the PWLB. However, if interest rates available from the money market are
lower than those of the PWLB, borrowing from the money markets will be considered.

The PWLB has stated that under the Prudential Code it will continue to be the
primary source of capital financing for local authorities if the proposed borrowing is
within relevant legislation and the borrowing powers of the Authority T ie if the
requirements of the Prudential Code have been met.

While long-term interest rates are not expected to change significantly during
2009/10, there will nevertheless be short-term fluctuations due to the volatility of
market sentiment. Interest rates are continuously monitored to seek to take
advantage of this volatility to secure the most favourable rates.

During 2009/10 temporary debt may be required from time to time to finance
expenditure pending receipt of revenues and undertaking long-term borrowing.
However, temporary borrowing is not anticipated in 2009/10.

DEBT RESCHEDULING

The current structure of the Authorityés

little opportunity for beneficial debt rescheduling. However, the position will be
monitored, and should changing market conditions give rise to favourable
opportunities for debt rescheduling, then those opportunities will be considered.

debt

deb
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INVESTMENT STRATEGY

The investment of surplus funds is governed by the Local Government Act 2003.
This Act requires local authorities to have regard to the CIPFA Code of Practice on
Treasury Management in the Public Services and to guidance issued by the
Secretary of State. The investment strategy that follows has been formulated to
comply with both the CIPFA code and the CLG guidance.

The CLG guidance requires the Authority to distinguish between ‘specified
investments' and 'non-specified investments'.

Specified Investments
These are sterling investments that do not exceed 364 days and are with:

e an organisation that has a high credit rating,
e other local authorities or,
e central government.

Strategy for Specified Investments

The Authority expects to have a net surplus of funds throughout 2009/10 and will
invest those funds through the money market with those organisations included on its
approved lending list (attached as Appendix B).

The Authorityds approved Il ending |ist
thus deemed to have a high credit rating:

e UK and Foreign Banks with a short-term rating of F1 or F1+ and a long-term
rating of AA- or higher.

¢ UK Building Societies with a short-term rating of F1 or F1+ and a long-term rating
of AA- or higher.

Ratings are those given by Fitch, the credit rating agency. In compiling the lending
list, other factors such as legal rating and individual rating, which Fitch also provide,
have been taken into consideration. The lending list is regularly reviewed to ensure
that the organisations included maintain their credit ratings at the required level.

Investments will be made for terms of up to 364 days. The Authority will consider its
cash flow requirements, prevailing market conditions and advice from its Treasury
Advisers when determining exact terms for each investment, in order to ensure that it
is both favourable and prudent. At the time of writing, interest rates are at a low point
and are expected to drop further over the next few years.

Non-Specified Investments
These are any other investments that do not meet the criteria in 9.3 above.

The Authority has no investments other than the short-term investment of surplus
cash through the money market. Under previous regulations the investment of
surplus cash was restricted to periods not exceeding 364 days. Under the new
regulations that restriction is removed, however investments that do exceed 364 days
are classified as non-specified investments because of the greater degree of risk
they carry.

necl
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11.3

The Authority6smakeaitunlikdlylthatinvestments in exeess of 364
days would be considered and consequently no non-specified investments are
authorised.

BANKING ARRANGEMENTS

The Authoritybés objective is to minimise the
requirements by using, wherever possible, automated transmission systems for

making payments and the receipt of income and by reducing the volume of bulk

handling by the bank, such as cash.

The Authority's banking services are provided by National Westminster Bank plc.
CONCLUSION

The preceding sections set out the Authorit
This policy will be kept under constant review, recognising the need for flexibility if
circumstances change. Regular reporting will ensure compliance with the agreed

strategy and enable any necessary changes, due to altered circumstances, to be

swiftly notified to the Authority and agreed.

The principal objective will be to achieve the optimum return from investments and to
reduce the cost of borrowing, commensurate with the assessment and minimisation
of risk.

Further information can be obtained from:

Head of Finance & Corporate Support
Fire & Rescue Service Headquarters
Southfields Road

Kempston

Bedford

MK42 7NR

Vic Logan
Treasurer



PRUDENTIAL INDICATORS

APPENDIX A

Prudential Indicator 2008/09  2009/10 2010/11  2011/12
Affordability Indicators
Ratio of financing costs to net revenue stream 0.29% 1.36% 1.60% 1.61%
Estimated incremental impact of capital
investment decisions on Band D Council Tax (£0.05) £0.14 £0.19 £0.07
Capital Expenditure Indicators £000 £000 £000 £000
Capital Financing Requirement 6,830 8,223 8,661 8,252
External Debt Indicators
Authorised Limit for External Debt
Borrowing 12,735 13,000 13,600 13,800
Other long-term liabilities 1,008 800 600 400
Total 13,743 13,800 14,200 14,200
Operational Boundary for External Debt
Borrowing 10,835 11,100 11,700 11,900
Other long-term liabilities 1,008 800 600 400
Total 11,843 11,900 12,300 12,300
Treasury Management Indicators
Upper limit for fixed interest rate exposure (54) 153 185 195
Upper limit for variable interest rate exposure (18) 51 62 65
Upper limit for total principal sums invested for
over 364 days (per maturity date) 0 0 0 0
Maturity structure of fixed rate borrowing during
2008/09: Upper Limit Lower Limit
Under 12 months 0% 0%
12 months and within 24 months 0% 0%
24 months and within 5 years 0% 0%
5 years and within 10 years 0% 0%
10 years and above 100% 100%
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BEDFORDSHIRE & LUTON COMBINED FIRE AUTHORITY
APPROVED LENDING LIST

APPENDIX B

Fitch Ratings Investment
Organisation Short-Term Long-Term Individual Support Limit
Other Local Authorities, Police and Fire Authorities - - - - £5M
Central Government - UK Debt Management Office Deposit
Facility - - - - £5M
UK Clearing Banks and Subsidiaries:
Abbey plc Fl+ AA- B 1 £5M
Alliance & Leicester plc F1+ AA- B/C 1 £5M
Barclays Bank plc F1+ AA B 1 £5M
Cater Allen F1+ AA- B 1 £5M
HBOS plc F1+ AA- C 1 £5M
Lloyds TSB Bank plc Fl+ AA- A 1 £5M
HSBC Bank plc F1+ AA A/B 1 £5M
National Westminster Bank plc F1+ AA- E 1 £5M
Royal Bank of Scotland plc F1+ AA- E 1 £5M
UK Building Societies
Nationwide F1+ AA- B 1 £5M
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BEDFORDSHIRE & LUTON COMBINED FIRE AUTHORITY

APPROVED LENDING LIST

Fitch Ratings Investment
Organisation Short-term Long-term Individual Legal Limit
Foreign Banks
Australia
Commonwealth Bank of Australia F1+ AA A/B 1 £5M
National Australia Bank F1+ AA A/B 1 £5M
Canada
Royal Bank of Canada F1+ AA A/B 1 £5M
France
BNP Paribas F1+ AA A/B 1 £5M
Netherlands
Bank Nederlande Gemeenten F1+ AAA A £5M
Rabobank International F1+ AA+ A £5M
Spain
Banco Popular Espanol Fi1+ AA A/B £5M
Banco Santander Central Hispano Fi1+ AA A/B £5M
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Monitoring of 2008/09 Prudential Indicators

1a)
1b)

2b)
2b)

3 (a&b)

4)

5)

6)
7)
8)
9)
10)

11)

12)

13)

14)

15)

Operational Boundary
Other Long-Term Liabilities
Total

Authorised Limit
Other Long-Term Liabilities
Total

Actual External Debt

Ratio of Financing to Net Revenue

Actual Ratio

Estimates of incremental impact
Net borrowing

Ensuring good treasury practice

Estimate of Capital Expenditure
Actual Capital Expenditure

Estimate of Capital Financing
Requirement

Actual Capital Financing
Requirement

Adoption of Code of Practice

Interest Rates (corrected)
Upper i variable

Upper fixed

Lower - variable

Lower - fixed

Maturity Structure of Borrowing
Under 12 months

12-23 months

24-59 months

5-9 years

10 years and above

2008/09

2008/09 Estimated
9,400 10,835
1,000 1,008
10,400 11,843
11,300 12,735
1,000 1,008
12,300 13,743

Actual Not Estimate

1.59% 0.29%

Actual Not Estimate

£ £
0.00 (0.05)

2,478 1,934

Actual Not Estimate
7,204 6,830

Actual Not Estimate

y y

-18

-54

-6

-42
0% 0%
0% 0%
0% 0%
0% 0%
100% 100%

APPENDIX 6

Comment

Lower ratio due to slippage on
Dunstable and increased
investment interest

No longer required

Lower than budget due to slippage

Reduced Capital Financing
requirement due to slippage on
Dunstable

2008/09 not yet available



APPENDIX 7

BEDFORDSHIRE AND LUTON COMBINED FIRE AUTHORITY

Statement on Minimum Revenue Provision 2008/09




For the financial year 2008/09 all local authorities, including Fire and Rescue, are required to
prepare a Minimum Revenue Provision (MRP) Statement that sets out how the Authority will
discharge its statutory duty to make prudent revenue provision to fund the costs of borrowing
for its Capital Programme. The ramifications of this decision is how much MRP is accounted
for in the Accounts for the year concerned.

Currently the Authority makes provision in the annual revenue accounts and budget for MRP
in accordance with its Medium-Term Financial Plan. Since the introduction of the Prudential
Code in 2004, this calculation has been based on the Regulatory Method. This is calculated
by applying 4% to the closing capital financing requirement of the previous financial year
(which is identical to the opening balance for the year in question), minus an Adjustment A
(which is a complex calculation based on 1 April 2004 when the Prudential Code was
introduced).

During 2007/08, new Regulations came into force which now offers four possible options for
calculating MRP:

Continuation of the Regulatory Method
Capital Financing Requirement (CFR) Method
Asset Life Method

Depreciation Method

In addition, an Authority can opt to use any other reasonable basis provided that it can justify
it as being prudent.

The Practitioners' Guide to Capital Finance in Local Government anticipates that most
authorities will continue to apply Option 1 and the decision of Bedfordshire and Luton
Combined Authority is to continue to use Option 1, the 'Regulatory Method', to discharge its
statutory duty to make a prudent provision in the accounts for MRP. This Statement is
effective in demonstrating that prudent provision will be made.



