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EAST SUSSEX FIRE AUTHORITY 
 

POLICY & RESOURCES PANEL 
 

THURSDAY 17 NOVEMBER 2011 at 11:30 HOURS 
 

MEMBERS  
 
East Sussex County Council  
 

Councillors Livings, Ost, Scott, Sparks, Thomas and Waite. 
 
Brighton and Hove Council  
 
Councillors Pidgeon and Rufus. 
 
You are requested to attend this meeting to be held at East Sussex Fire & Rescue Service 
Headquarters, 20 Upperton Road, Eastbourne, at 11:30 hours. 
 

AGENDA 
  
768. To (a) confirm all participating Members have undertaken to observe the Authority's 

Code of Conduct, (b) check if any wish to amend their written declarations of interests 
under Part 3 of the Code and (c), in relation to matters on the agenda, seek declarations 
of any personal or personal & prejudicial interests under Part 2 of the Code. 

  
769. Apologies for Absence. 
  
770. Notification of items which the Chairman considers urgent and proposes to take at the 

end of the agenda/Chairman‟s business items. 
  
 (Any Members wishing to raise urgent items are asked, wherever possible, to notify the 

Chairman before the start of the meeting.  In so doing they must state the special 
circumstances which they consider justify the matter being considered urgently). 

  
771. To consider any public questions and petitions. 

  
772. Non-confidential Minutes of the last Policy & Resources Panel meeting held on 1 

September 2011 (copy attached). 
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773. Callover. 
  
 The Chairman will call the item numbers of the remaining items on the open agenda. 

Each item which is called by any Member shall be reserved for debate. The Chairman 
will then ask the Panel to adopt without debate the recommendations and resolutions 
contained in the relevant reports for those items which have not been called. 

  
774. Revenue Budget and Capital Programme Monitoring 2011/12 – joint report of the 

Chief Fire Officer & Chief Executive and Treasurer (copy attached).  
  
775. Fire Authority Service Planning Processes for 2012/13 and beyond – joint report of the 

Chief Fire Officer & Chief Executive and Treasurer (copy attached). 
  
776. Responses to Government Consultations– report of the Chief Fire Officer & Chief 

Executive (copy attached).   
  
777. Treasury Management Update – report of the Treasurer (copy attached).  
  
778. Exclusion of the Press and Public 
  
 To consider whether, in view of the business to be transacted or the nature of the 

proceedings, the press and public should be excluded from the remainder of the 
meeting on the grounds that, if the public and press were present, there would be 
disclosure to them of exempt information. NOTE:  Any item appearing in the 
confidential part of the Agenda states in its heading the category under which the 
information disclosed in the report is confidential and therefore not available to the 
public. A list and description of the exempt categories are available for public inspection 
at East Sussex Fire & Rescue Service Headquarters, 20 Upperton Road, Eastbourne, 
and at Brighton and Hove Town Halls. 

  
779. Confidential Minutes of the last Policy & Resources Panel meeting held on 1 

September 2011 (copy attached).  (Exempt categories under paragraphs 3 and 4 of the 
Local Government Act 1972).   

  
780. Fire Authority Service Planning Processes for 2012/13 and beyond – service 

prioritisation update – confidential joint report of the Chief Fire Officer & Chief 
Executive and Treasurer (copy attached).  (Exempt categories under paragraphs 3 and 
4 of the Local Government Act 1972).  

  
781. Industrial Action – confidential oral report of the Chief Fire Officer & Chief Executive.  

(Exempt categories under paragraphs 3 and 4 of the Local Government Act 1972).  
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782. Joint Control update – confidential oral report of the Chief Fire Officer & Chief 
Executive (copy attached).  (Exempt categories under paragraphs 3 and 4 of the Local 
Government Act 1972). 

  
783. Merger/Collaboration update – confidential oral report of the Chief Fire Officer & Chief 

Executive.  (Exempt categories under paragraphs 3 and 4 of the Local Government Act 
1972).  

  
  
  
  
  
  
  

 ABRAHAM GHEBRE-GHIORGHIS 
 Monitoring Officer 

 East Sussex Fire Authority 
 c/o Brighton & Hove City Council 
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Agenda Item No. 772 

EAST SUSSEX FIRE AUTHORITY  
 

Minutes of the meeting of the POLICY AND RESOURCES PANEL held at East Sussex Fire 
& Rescue Service Headquarters, 20 Upperton Road, Eastbourne, at 10.00 hours on 
Thursday 1 September 2011. 
 

Members Present: Councillors Howson, Livings (Chairman), Ost, Pidgeon, Rufus, Scott 
and Waite. 
 

N.B.  Councillor Howson attended the meeting in place of Councillor Thomas, having been 
nominated by the Monitoring Officer in consultation with the relevant Group spokesperson. 
 

Also present:  
Mr. D. Prichard (Chief Fire Officer & Chief Executive), Mr. G Walsh (Deputy Chief Fire Officer), 
Mr. G. Ferrand (Assistant Chief Fire Officer), Mrs. D. Williams (Assistant Chief Officer – 
Corporate Services), Ms. L. Woodley (Deputy Monitoring Officer) and Mrs. S. Klein (Clerk). 
 

759. DECLARATIONS OF INTEREST 
  
759.1 (a) It was noted that all participating Members had undertaken to observe the 

Authority‟s Code of Conduct; 
   
 (b) It was noted that no Member wished to amend their written declarations of 

interests under Part 3 of the Code; 
   
 (c) It was noted that, in relation to matters on the agenda, Councillor Scott declared 

a personal interest as his brother-in-law works for the Fire & Rescue Service.  It 
was noted that no other Member wished to declare any personal or personal and 
prejudicial interests under Part 2 of the Code. 

  
760. APOLOGIES FOR ABSENCE 
  
760.1 Apologies were received from Councillors Sparks and Thomas. 
  
761. ANY OTHER NON-EXEMPT ITEMS CONSIDERED URGENT BY THE 

CHAIRMAN/CHAIRMAN’S BUSINESS 
  
761.1 There were no urgent items. 
  
761.2 The Chairman reminded Members of the Memorial Service taking place for Maurice 

Skilton MBE at St Mary‟s Church, Eastbourne at 15.00 hours on Tuesday 6 
September. 

  
761.3 The Chairman also informed Members of the death of Albert Green, a past Deputy 

Chief Fire Officer for Eastbourne Borough Fire Service – his funeral would take place 
on Monday 12 September 2011. 
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762. TO CONSIDER ANY PUBLIC QUESTIONS AND PETITIONS 
  
762.1 There were none. 
  
763. NON-CONFIDENTIAL MINUTES OF THE POLICY & RESOURCES PANEL HELD 

ON 14 JULY 2011 
  
763.1 RESOLVED – That the minutes of the meeting held on 14 July 2011 be approved as a 

correct record and signed by the Chairman. (Copy in Minute Book). 
  
764. CALLOVER 
  
764.1 There were no items on the agenda to be reserved for callover. 
  
765. EXCLUSION OF PRESS AND PUBLIC 
  

765.1 RESOLVED – That items 766 and 767 be exempt under paragraphs 3 and 4 of 
Schedule 12A to the Local Government (Access to Information) (Variation) Order 2006 
and, accordingly, are not open for public inspection on the grounds that they include 
information relating to the financial or business affairs of any particular person 
(including the authority holding that information), information relating to any 
consultations or negotiations, or contemplated consultations or negotiations, in 
connection with any labour relations matter arising between the authority or a Minister 
of the Crown and employees of, or office holders under, the authority. 

  

 The meeting concluded at 11:08 hours. 
  

 Signed                                                                  Chairman 
  

 Dated this         Day of  November 2011 
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Agenda Item No. 774 
EAST SUSSEX FIRE AUTHORITY  
  
  

Panel: Policy and Resources 
  
Date: 17 November  2011 

  

Title:  Revenue Budget & Capital Programme Monitoring 2011/12 
  

By: Chief Fire Officer & Chief Executive and Treasurer  
  

Purpose of Report: To report on issues arising from the monitoring of the 2011/12 
Revenue Budget and Capital Programme as at 30 September 
2011. 

  

 
RECOMMENDATION: 

 
The Panel is asked to note:  
(i) the projected 2011/12 Revenue Budget outturn;  
(ii) the projected Capital Programme outturn; 
(iii) the progress against the 2011/12 savings target 
(iv) the provision of £150,000 in Balances to fund maritime 

response pending resolution of national funding. 
 

MAIN ISSUES  
 
1. This is the third report covering the period April to September 2011.  The projected 

Revenue Budget outturn for 2011/12 is an underspend of £228,000 that compares to 
the £238,000 reported to the Fire Authority at its meeting in September. 

  

2. Appendix 1 details the overall Revenue Budget spend and projected outturn. 
  
3. Appendix 2 shows the summarised Directorate Budgets with projected outturn. 
  
4. Appendix 3 shows the planned use of Balances 2011/12. 
  
5. Appendices 4, 5 & 6 present the projected outturn on the Capital Programme over the 

whole project, the projected spend for the current year and Capital Financing. 
  
6. Appendix 7 shows progression against the 2011/12 savings targets. 

  
  

Des Prichard                                                            Sean Nolan 
CHIEF FIRE OFFICER & CHIEF EXECUTIVE         TREASURER 
2  November 2011 
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1. INTRODUCTION  
  

1.1 The financial information contained in this report is based upon the budget report 
enquiries as at 30 September 2011 and the projected outturn is shown in the summary at 
the end of this report as Appendix 1.  

   

2. OVERALL MONITORING POSITION SUMMARY 
  

2.1 The table below summarises the change from previously reported 2011/12 Revenue 
Budget and Capital Programme spending positions. 

  
 Projected Outturn 

 Last report 
CFA 8 
September  

This 
report to 
P&R 17 
November 

Movement 

 £,000 £,000 £,000 

Revenue (See paragraph 3) (238) (228) 10 

Capital (See paragraph 5) (278) (237) 41 
 

 
3 
 
3.1 

 
ISSUES TO NOTE 
 
Wholetime:  The current projected spend is expected to match the budget provision.  
This takes into account 11 potential retirements in 2011/12. 

  

3.2 The table below summarises the position for the current year.  The strength includes 3 
personnel seconded to other bodies outside the Service and 1 internal secondment that 
are funded externally, as well as 2 staff on unpaid leave.  It also includes 3 staff either on 
maternity leave now or who will be by the end of the financial year.  April to September 
figures represent actual figures.   

  

 Wholetime Establishment projected movements from April 2011 to March 2012 
 Establishment Strength Over(Under)  

 

 Base (April 419) 
(May) 418) (Sept) 421 

   

 

 April 430 11  

May* 430 12  

June 429 11  

July 427 9 2 retirements end of June 
1 maternity 

August 427 9  

September 427 6  

October 423 2 4 retirements end of September 

November 420 (1) 3 retirements end of October 
2 maternity  

December 420 (1) 1 unpaid returns 

January 420 (1)  

February 420 (1)  

March 418 (3) 2 possible retirements 
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3.3 Retained:  The retained spend is projected currently to be on budget.  
  

3.4 Mobilising and Communications Centre:  This budget is projected to be on line 
assuming current strength over establishment and continues to support transition to 
any new mobilising structure post RCC project closure. 

  

3.5 Support Staff:  The Support Staff budget is projected to be on line. 
  

3.6 Training: The training budget is projected to be on line. 
  

3.7 Other Employees’ budgets:  There is a small underspend of £2,000 to be reported.  
  

3.8 The overall position on Employees in the light of the above factors is an underspend 
of £2,000. 

  

3.9 Premises:  At the last meeting of the Fire Authority, it was reported that the Premises 
budget was projected to overspend by £63,000, due principally to additional charges 
for business rates of £57,000. A rebate is still being sought from the District Councils. 
There is also considerable pressure on the building maintenance budget which is the 
subject of a review. There is likely to be a requirement to utilise some use of the 
current overall Revenue Budget underspend and the Panel will be advised of the 
outcome in due course. 

  
3.10 Transport:  There is currently a small underspend of £26,000 related to fuel, but this 

is a volatile area of spend and will continue to be closely monitored. 
  
3.11 Supplies and Services:  There are no material changes since the last meeting. 
  
3.12 Support Services:  There are no material changes to report since last meeting. 
   

3.13 Income:  There are no material changes to report since last meeting. 
  
3.14 Pensions:  There are no material changes to report since last meeting.  
  

3.15 Treasury Management and Capital Financing:  There is a projected surplus in the 
region of £8,000 relating to bank interest receipts. This has been reduced by £25,000 
since last Fire Authority meeting to meet additional Internal Audit costs that fall 
outside of the Audit Plan. 

  

3.16 In summary, the Revenue Budget is projected to underspend by £228,000.  
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4. BALANCES  
  
4.1 The table below sets out the opening Balances at the start of the financial year, 

planned use of Balances and predicted closing Balances at 31 March 2012. 
  
  General 

Fund 
Earmarked 
Reserves 

Capital 
Programme 
Reserve 

Total 

 £,000 £,000 £,000 £,000 

Opening Balance 1 April 2011 3,254 1,242 1,152 5,648 

Planned transfers in 200 0 1,000 1,200 

Less Planned Use (105) (1,242) (1,000) (2,347) 

Projected Closing Balance 31 
March 2012 

 
3,349 

 
0 

 
1,152 

 
4,501 

 

  
4.2 It should be noted that in line with the practice adopted in previous years, the 

earmarked Revenue Balances listed in Appendix 3 previously reported and agreed by 
the Fire Authority will only be called upon when any underspends in the current year 
have been fully utilised. This avoids unnecessary withdrawals. 

  
4.3 At CMT in October, it was reported that the Maritime Coastguard Agency (MCA) 

funding of the national response to fires at sea by the Maritime Incident Response 
Group (MIRG) will cease on 14 December 2011. It is considered that there is an 
operational case for continuing for the Service to provide an off shore firefighting 
capability, in addition to our statutory duty for dealing with ships on fire in port whilst 
discussions continue nationally on securing this important national resilience and 
capability.  There is already an earmarked provision of £40,000 in Balances (See 
Appendix 3) that was to fund the Maritime Team temporarily in 2011/12. CMT consider 
a longer term interim provision should be considered that does not impact on the 
Revenue Base budget pending resolution of the national maritime response funding 
arrangements. It is, therefore, proposed to earmark a total of £150,000 in Balances for 
this purpose.  This method of funding should be considered temporary in nature until 
the outcome of the national debate is fully resolved, as the most appropriate means to 
sustain the provision without it adversely affecting the current Revenue Budget 
provision and requiring additional compensatory savings that might not finally be 
required. 

  
5. CAPITAL PROGRAMME PROJECTS 
  
5.1 
 

Appendices 4, 5 and 6 summarise the main issues involved within the Capital 
Programme. Appendix 4 presents the projected outturn over the life of each scheme. 
Appendix 5 shows the budgeted spend for 2011/12 only and Appendix 6 shows 
projected resources.  

  
5.2 After taking into account previously agreed variations by the Fire Authority, the 

projected outturn is an underspend of £237,000 in the year (See Appendix 5). The 
overall position which is for current spend over the life of the projects is a projected 
underspend of £234,000. 
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5.3 
 

There are two schemes that are projected to overspend by over 10% on the base 
budget and these have both been previously reported to Panel. These are:  

 Refurbishment of Lewes and Bexhill: The final cost has been established at 
£677,000, which is 12% over the original budget of £605,000.  This compares to 
the 16% over budget as previously reported at £699,000.  The final outcome of 
the internal audit investigation to establish the reasons for the overspend on this 
project is expected shortly. 

  

 Wadhurst Drill Tower: The latest projected overspend is £38,000 which is 25% 
over the base budget provision of £150,000. This compares to the 17.3% 
previously reported and is a result fundamentally of the need to redesign and 
reinforce the base of the new drill tower following the discovery of soft ground 
and to substantially change the drainage system to accommodate the use of 
foam and training on site. 

  
5.4 The Capital Programme is being reviewed as part of the 2012/13 Service Planning 

exercise and the Draft 2012/13 Capital/Asset Strategy. 
  
6. SAVINGS TARGET 2011/12 
  

6.1 The required savings in 2011/12 amount to £653,000, as approved by the Fire 
Authority at its meeting on 3 February 2011. Appendix 7 summarises the current 
position from which it will be noted that over half of the savings at £376,000 are 
deemed to have been achieved already with another £252,000 projected to be 
achieved. 

  

6.2 At this stage of the year, only £25,000 has yet to be confirmed as achievable.  
  

7. SUMMARY 
  

7.1 This report highlights the current position on the main areas of spending for both capital 
and revenue. There are no outstanding issues at this stage.  
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East Sussex Fire & Rescue Service Outturn Projection after April to September 2011      Appendix 1 
 

 Base 
Budget 

Variations Current 
Budget 

Actual to 
Date 

Projected 
Outturn 

Projected 
Variance 

 £,000 £,000 £,000 £,000 £,000 £,000 

Employees 25,621 399 26,020 12,748 26,018 (2) 
Premises 2,227 84 2,311 1,250 2,375 64 
Transport 1,339 (37) 1,302 859 1,276 (26) 
Supplies & Services 4,637 8 4,645 2,246 4,645 0 
Support Services 486 17 503 200 503 0 
Capital Financing 2,313 0 2,313 0 2,313 0 
Less Income (431) (424) (855) (404) (855) 0 

Total 36,192 47 36,239 16,899 36,275 36 

Treasury Management (1,440) (64) (1,504) (40) (1,512) (8) 
Pensions 3,251 17 3,268 1,528 3,012 (256) 

Total Expenditure 38,003 0 38,003 18,387 37,775 (228) 

Transfer from Balances       
Transfer to Balances 1,200 0 1,200 0 1,200 0 

Total Gross Expenditure 39,203 0 39,203 18,387 38,975 (228) 

Financed by:       
Formula Grant (14,452) 0 (14,452) (7,600) (14,452) 0 
Council Tax (24,674) 0 (24,674) (1,238) (24,674) 0 
Council Tax Collection Fund 
(Surplus)/Deficit 

 
(77) 

 
0 

 
(77) 

 
0 

 
(77) 

 
0 

 (39,203) 0 (39,203) (8,838) (39,203) 0 
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East Sussex Fire & Rescue Directorates Outturn Projection after  April to September 2011                                   Appendix 2  

 

 Base 
Budget 

Variations Current 
Budget 

Actual to 
date 

Projected 
Outturn 

Projected 
Variance 

 £,000 £,000 £,000 £,000 £,000 £,000 

Corporate Services 2,059 (117) 1,942 1,097 1,942 0 

Service Support 5,825 (44) 5,781 3,253 5,819 38 

POD 4,184 8 4,192 2,020 4,192 0 

Service Delivery 19,837 180 20,017 10,425 20,023 6 

Central 7,298 (27) 7,271 1,592 6,999 (272) 

Total 39,203 0 39,203 18,387 38,975 (228) 
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Use of Balances 2011/12          Appendix 3 

  

Planned use of Balances 2011/12 (from 2010/11)  £,000 

IMD HR system Replacement 300 

Mobilising & Control 210 

Replacement Mobile data Terminals (MODAS) 200 

Fire safety management  100 

RDS Training 70 

Data Loggers 69 

LAA Grant (Volunteers scheme) 57 

IMD Strategy (MIS) 55 

Relocation expenses for staff vacating Service Houses 50 

Outstanding Other minor Commitments 41 

Maritime Incident Response Group (MIRG) 40 

Safe Drive 19 

Coaching for Safer Communities 31 

  1,242 

Planned Use of Balances 2011/12  

Fire Safety Management System additional resourcing 105 

  

Total Planned Use of Balances 2011/12 1,347 

  

  

 
 
Note: Position at 30 September 2011. Excludes additional £110,000 for MIRG to take total provision to £150,000 agreed by CMT on 18 October 2011
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East Sussex Fire & Rescue Service Capital Programme Monitoring April to September 2011                                                                           Appendix 4
     
Capital scheme Base 

Budget 
Variations Total 

approved 
budget 

Spend 
previous 

years 

Spend 
2011/12 

Total 
Spend 

Orders 
placed 

To be spent  
2011/12 

To be spent 
in future 

years 

Forecast 
outturn 

Variance 
on 

approved 
Budget 

 

  £,000 £,000  £,000 £,000  £,000 £,000 £,000 £,000 £,000 £,000 £,000  

Schemes starting in 2011/12                        

Barcombe Drillyard & Drainage 40   40  3 3 20   23 (17)  

Bexhill Partial Re-roof 40  (10) 30  30 30    30 0  

Crowborough Internal Refurbishment 350 670 1,020   0  50 970 1,020 0  

Heathfield DDA needs /Extension 110   110  2 2 4 101 3 110 0  

Retained Stations Re-wire 60 (40)  20   0 19 1  20 0  

Seaford Drill Tower 30 (20)  10  5 5  2  7 (3)  

Land Acquisition Newhaven 1,000   1,000   0   1,000 1,000 0  

Aerial Rescue Pump  105 105   0  105  105 0  

ALP (buy out of lease)  81 81  81 81    81 0  

Compressor (STC)  18 18   0 15 3  18 0  

Replacement Appliances 470 480  950  299 299 651   950 0  

IMD WAN 200   200   0   200 200 0  

Total schemes starting 2011/12 2,300 1,284 3,584  420 420 709 262 2,173 3,564 (20)  

Schemes from previous years               

Refurbishment Lewes & Bexhill 605 27 632 575 90 665 12   677 45  

Retained Stations Refurbishment 150  150 60 11 71 1 4  76 (74)  

The Ridge Foam Facility/Yard 
Renewal 

 
84 

  
84 

 
33 

 
1 

 
34 

    
34 

 
(50) 

 

Wadhurst Drill Tower 150  150 162 3 165  23  188 38  

Window Replacement stations 
11,18,22 

 
100 

  
100 

 
65 

 
2 

 
67 

 
2 

   
69 

 
(31) 

 

Wadhurst Refurbishment & Rewiring 85 (10) 75 75 2 77    77 2  

BA/CFT Training Facilities STC 400 40 440 290 6 296    296 (144)  

Replacement MIS/Adaptations 150  150   0   150 150 0  

Expansion of WAN 1,600 (1,569) 31   0   31 31 0  

Replacement Ancillary Fleet 2010/11 30  30  15 15   15 30 0  

Total schemes from previous years 3,354 (1,512) 1,842 1,260 130 1,390 15 27 196 1,628 (214)  

Total 5,654 (228) 5,426 1,260 550 1,810 724 289 2,369 5,192 (234)  
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Capital Spend in 2011/12      Appendix 5  
       

Capital scheme Budget 
spend 

2011/12 

Spend 
2011/12 

Orders 
placed 

Still to be 
spent in 
2011/12 

Outturn Variance on 
2011/12 
Budget  

  £,000 £,000 £,000 £,000 £,000 £,000 

Schemes starting in 2011/12             

Barcombe Drillyard & Drainage 40 3 20  23 (17) 

Bexhill Partial Re-Roof 30 30   30 0 

Crowborough Internal Refurbishment 50   50 50 0 

Heathfield DDA Compliance & Extension 110 2 4 101 107 (3)* 

Retained Stations Rewire 20  19 1 20 0 

Seaford Drill Tower 10 5  2 7 (3) 

Land Acquisition Newhaven 0    0 0 

Aerial Rescue Pump 105   105 105 0 

ALP ( buy out of Lease) 81 81   81 0 

Compressor STC 18  15 3 18 0 

Replacement Appliances 2011/12 950 299 651  950 0 

IMD WAN 0    0 0 

Total schemes starting in 2011/12 1,414 420 709 262 1,391 (23)* 

Continuing schemes from previous years             

Refurbishment Lewes & Bexhill 57 90 12  102 45 

Retained Stations Refurbishment 90 11 1 4 16 (74) 

The Ridge Foam Facility/Yard Renewal 51 1   1 (50) 

Wadhurst Drill Tower (12) 3  23 26 38 

Eastbourne, Bexhill, Battle Replacement Windows 35 2 2  4 (31) 

Wadhurst Refurbishment & Rewiring 0 2   2 2 

BA/CFT Training Facilities STC 150 6   6 (144) 

Replacement MIS/Adaptations for FiRecontrol 0    0 0 

Expansion of WAN 0    0 0 

Replacement Ancillary Fleet 2010/11 15 15   15 0 

Total schemes from previous years 386 130 15 27 172 (214) 

Programme Total 1,800 550 724 289 1,563 (237)* 

* Total varies by £3k compared with Appendix 4 due to a future spend profile on the Heathfield scheme 
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Capital Resources 2011/12      Appendix 6 

 
Original 
Budget 

Variations 
Total 

Budget 
Income 

Received 
Projected 

Resources 

Variance 
on 2011/12 

Budget 
spend 

  £,000 £,000 £,000 £,000 £,000 £,000 

Capital Programme Reserve (1,152)  (1,152)  (1,152) 0 

Capital Receipts (560)   (560)  (463) (560) 0 

Government Grant      (1,203) (1,203) (1,203) 

Revenue transfer to Capital Reserves (1,000)   (1,000)   (1,000) 0 

Total Income (2,712) 0 (2,712) (1,666) (3,915)*  (1,203) 

 

* Note: The current projected Capital Resources available for 2011/12 are £3.915m compared with projected spend of £1.563m from Appendix 5 

above, giving a possible capital resourcing surplus to £2.352m.   
 
Should an early decision be taken to progress a land purchase for a new Newhaven Fire Station, this could utilise part of this surplus.  Currently, 
an initial provision of £1m for land purchase has been included in the Medium Term Capital Asset Strategy in 2012/13. (Prior to any site specific 
proposals or valuations).  Settlement on land acquisition for Newhaven is affordable in 2011/12 subject to land availability and completion of 
negotiations.  Alternative advance acquisitions for other future major capital development projects should also be given strategic consideration.   
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Savings schedule compared to actuals savings in 2011/12   Appendix 7  

Directorate 
Lead Savings Title Scheduled Achieved 

 
projections Variance 

   £,000 £,000 £,000 £,000 

ACFO Reduction in consultant fees 7    (7) 

DPP Community Safety Grant 30 30   0 

ACO (CS) Reg. Man. Board (contingency sum only) 42 42   0 

ACO (CS) Audit Commission fees 15 15   0 

ACO (POD) Trainee FF training 25 25   0 

ACFO In house hydrant MIS and not operating Hydra 6 6   0 

ACFO Undertake specified fibre optic work in house 10 10   0 

ACFO Oakleaf Estate Management annual support 11 11   0 

ACFO Fleet Maintenance budget reduction 20   20 0 

DRR CAD operator post 32 27  (5) 

ACO (POD) 
Reduction in quantity of office supplies from 
Business Services 8    (8) 

DRR 
Selective alerting policy for retained and day 
crewed personnel 30   30 0 

DRR Selective alerting 50   50 0 

DRR Revision of MIRG provision 25   25 0 

ACO (POD) Conference attendances 11   7 (4) 

DPP Children‟s Education Manager 16 16   0 

DPP Secondary Schools Education 12 12   0 

ACFO Desktop computing lifing profile 30 30   0 

ACO (POD) Equality Scheme and other ED material 14   13 (1) 

ACO (POD) Recruitment advertising 46  46 0 0 

ACO (POD) No replacement equipment Comms 8   8 0 

ACFO Increase in H & S external training income 4    4 0 

ACFO Array of reduction in service contracts 40   40 0 

ACO (POD) Streamline L & D programmes  34 34   0 

ACO (CS) Insurance Portfolio 10 10   0 

DPP Fire Engineer/Fire Policy merger of posts 45 45   0 

ACFO Cancelling F.A.S.T. membership 7 7   0 

ACO (CS) ESCC Financial Services 10 10   0 

ACFO Fleet mileage 10% reduction 35   35 0 

DRR Rope Rescue Capability 10   10 0 

DRR 
Introduce a maximum crewing policy for retained 
personnel 10   10 0 

Total   653 376 252 (25) 
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Agenda Item No. 775 
EAST SUSSEX FIRE AUTHORITY  
  

Panel: Policy and Resources 
  

Date: 17 November 2011 
  

 Title:  Fire Authority Service Planning Processes for 2012/13 and 
beyond 

  

By: Chief Fire Officer & Chief Executive and Treasurer 
  

Purpose of Report: To update the Panel on the latest Medium Term Service 
Planning arrangements.  

  

  

RECOMMENDATION: The Panel is asked to consider the latest roll forward of the draft 
Medium Term financial plan to support our service planning 
processes and implications of accepting a possible Council Tax 
Freeze grant in 2012/13 and provide any strategic advice to 
officers prior to further papers being produced over the period 
December to February 2012. 

  

MAIN ISSUES  
 

1. The Medium Term Service Planning (MTSP) arrangements are quite complex this 
year as they are becoming increasingly interconnected with the requirements for the 
Joint Control Project with WSFRS and currently, to a lesser extent, until the merger 
decision is taken, the implications of preparing for merger.  

  

2. The situation is being further clouded by the following issues:  
  Local Government Resource Review implications 
  Council Tax capping proposals 
  Government reviews on public sector pensions following Hutton Review 
  Inflation proving higher than national estimates predicted 
  Continued economic frailty and potential risks of growing collection fund 

deficits 
  Recent Chancellor‟s announcement to offer 3% grant to Police & FRAs for 

one year only if they adopt a nil council tax increase, which is, as yet, 
unsupported by any formal DCLG Circular providing the required detailed 
guidance. 

  

3. In addition to the usual service planning and budgeting principles rolled forward from 
previous years covering issues such as sustainability; prudency; commitments only 
rolled forward; new service investments backed by business cases met from 
compensatory savings; and the progressive implementation of the outcomes of the 
service prioritisation work completed last year, some further guiding principles have 
had to be adopted in preparing this year‟s MTSP which are set out below:  
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  No new service investment unless absolutely business critical 

 Any previously identified service prioritisation savings not now achievable 
must be met from compensatory savings 

 Joint Control Project presumed to be fully funded from DCLG grant (bid made 
– Ministerial acknowledgement given), decision due 2 December 2011 

 Other merger implications separately identified at a strategic level only until 
final detailed decisions are made at implementation stage – as such ESFRS 
Base Budget, Capital Asset Strategy and IMD Strategy all kept as ESFRS 
specific. 

  

4. This remains an early projection of the MTSP that will not need to be approved until 
the January 2012 Fire Authority meeting followed by the need to agree any final 
changes at the February 2012 meeting culminating in setting the precept for 
2012/13.  

  

5. As such, there remains some further work to do prior to bringing the final outcomes 
before Members for approval as follows:  
The progress made to date with each item is identified in parenthesis - 

 a)  corporate cross checks done for consistency;  (nearing completion)  
 b)  any emerging outcomes from other national, regional and local strategic 

policy changes; (done as far as information available ) 
 c)  any policy shifts arising from the final outcomes of the Local Government 

Resource Review; (awaited).   
   

6. The key outcome of the Government‟s latest formula grant announcements is that 
the Fire Control Total reductions over the period 2010/11 to 2014/15 are confirmed 
at 20% cash (as opposed to 25% which included their inflation factors).   This has 
resulted in ESFRS being able to restore £0.733m grant back into the MTSP over the 
four year period.  However, it is important to note that the only known information at 
present is at the Fire Control Total level for years 2013/14 and 2014/15.  The 
individual impacts at FRA level are only known for 2010/11 to 2011/12 at -5.7% and 
2011/12 to 2012/13 at + 0.3%.  ESFRS are then modelling -9.3% from 2013/14 to 
2014/15 and -5.3% from 2014/15 to 2015/16 to bring in an expected reduction of 
20% overall using the latest control total profiles.   

  

7. The most critical issue for Members to consider are the implications of any firm 
announcements on the offer of one year council tax freeze grant for:  

 ESFA and its medium term service planning priorities and the consequential 
impacts upon council tax payers 

 The impact upon any council tax equalisation arrangements being considered 
on the merger ( further explanations will be given at the meeting on this 
particular issue) 
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 From an ESFRS perspective, a Council Tax Freeze means a loss of permanent 
funding of £0.7m per annum after the grant ceases and as such unless recovered 
from higher than predicted council tax increases of 2.5%, will mean further 
equivalent savings required from 2013/14 onwards i.e. on top of the additional 
service prioritisation savings approved last year from 2013/14 onwards which 
already equate to 47 FTE posts. 

  

8. Appendix 1 presents the draft of the roll forward ESFA Medium Term Financial Plan 
which supports our MTSP assuming the offered one year Council Tax Freeze Grant 
is not accepted.  Shortfalls are predicted to occur in 2015/16 of £1.217m; and   
£1.973m p.a. by 2016/17.  (Please bear in mind Joint Control is expected to deliver 
£0.5m p.a. full year effect saving to ESFRS (half share) by start of 2014/15 at latest. 
As such further savings from merger or otherwise will be required from 2015/16 
onwards.   

  

9. Appendix 2 presents the draft of the roll forward ESFA Medium Term Financial Plan 
which supports our MTSP assuming the offered one year Council Tax Freeze Grant 
is accepted.  Shortfalls are predicted to occur in 2013/14 of £0.124m, 2014/15 of 
£1.000m; 2015/16 of £2.226m; and £2.654m p.a. by 2016/17.  Please bear in mind 
Joint Control is expected to deliver £0.5m p.a. full year effect saving to ESFRS (half 
share) by start of 2014/15 at latest. As such further savings from merger or 
otherwise will be required from 2014/15 onwards. 

  

10. Crucially, such further savings if not achieved through merger or a compensatory 
council tax increases in excess of 2.5% from 2013/14 can only come from 
discretionary services, further operational employee savings, freezing of investment 
costs or radical streamlining and outsourcing of support services.   

  

11. There is an item in the confidential part of this agenda to reconsider the previous list 
of service prioritisation posts scheduled to be saved from 2013/14 onwards and 
consider other options available.  

  

12. An update people and communications plan is being prepared, but any 
communication on possible outcomes is still considered premature, other than the 
general staff updates taking place on what is happening and why; the scale of 
potential impacts; and when further news can be announced following detailed 
Member consideration of the Merger in December 2011 and Budget in 
January/February 2012. Anything prior to this full assessment and views of Members 
would still not be based upon fact and approved policy.  As such, whilst the 
considerations continue, for the best of reasons, the draft medium term service 
planning proposals must remain strictly confidential until after the Fire Authority has 
approved the initial proposals in January 2012 and made further and final decisions 
in February 2012.  

  

Des Prichard Sean Nolan 
CHIEF FIRE OFFICER & CHIEF EXECUTIVE TREASURER 
4 November  2011  
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APPENDIX 1 
REVENUE BUDGET MEDIUM TERM PROJECTIONS 2011/12 - 2016/17  
WITHOUT COUNCIL TAX FREEZE GRANT (Council Tax 2.5% from 2013/14)  
Remodelled to reflect 20% Grant reduction over  4 years compared to 25% previously (extra £733k funding over the period)  

  2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 
  £m £m £m £m £m £m 
Net Budget requirement - Latest MTFP ( see assumptions below) 39.203 39.794* 38.553 38.928 40.190 41.628 
Less Formula grant reduction (20% over 4 Years) 13.834 13.885 12.520 11.738 11.738 11.738 
Collection Fund Surplus/deficit 0.077 0.000 0.000 0.000 0.000 0.000 
Council Tax Grant 0.618 0.618 0.618 0.618 0.000 0.000 
No Council Tax Grant Freeze grant 12/13 0.000 0.000 0.000 0.000 0.000 0.000 
Council Tax (nil increase 11/12, then 2.5% per annum) 24.674 25.291 25.923 26.572 27.236 27.917 
Total Financing from Precepts & Grants 39.203 39.776 39.061 38.928 38.974 39.655 

(Shortfall)/Surplus after use of one off transitional funds 0.000 0.000 0.509 0.000 (1.217) (1.973) 
One off funds available   0.188         
One off funds available - b/f     0.188 0.346     

Surplus remaining /(Deficit met from balances or further savings)   0.188 0.697 0.346 (1.217) (1.973) 
Original shortfall on 11/12 budget and 2011/12 MTFP   0 0 (0.622) (1.408)   
Difference   0.188 0.697 0.968 0.191 (1.973) 

Surplus/(Shortfall Still to Fund) WITH Freeze grant (C Tax 2.5%)   0.000 (0.124) (1.000) (2.226) (2.654) 
Compared to WITHOUT Freeze Grant    0.188 0.697 0.346 (1.217) (1.973) 
DIFFERENCE - Surplus/(Deficit)   (0.188) (0.821) (1.345) (1.009) (0.681) 

* Net Budget requirement adjusted by additional use of transitional funds required under this option for 2012/13 compared with Appendix 2 

Assumptions 
INCLUDED: 
Inflation 5.9% avge 2012/13, then 3% 
Pay 1.28% 2012/13, then 2% 
All savings identified in Service Prioritisation included 
All known commitments from  2011/12 included 
Latest IMD Strategy costs have been included above but remain uncommitted for 
subsequent Panel approval in January 2012. This is to indicate maximum resource 
pressures for future Panel consideration.  As such uncommitted provisions included 

above are: 2012/13 £93,000; 2013/14 £12,000; 2014/15 £1,000; 
2015/16 £479,000; 2016/17 £267,000.  
Latest Capital Asset and Fleet strategy included 

 

EXCLUDED: 
No Increase in Employers Pensions Contributions 
CT Collection Fund deficits/surpluses 
Savings from Joint Control Room 
Savings from Merger business case 
Transition costs in 2012/13 leading to Merger 
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   APPENDIX 2 

REVENUE BUDGET MEDIUM TERM PROJECTIONS 2011/12 - 2016/17           

WITH COUNCIL TAX FREEZE GRANT (Council Tax 2.5% from 2013/14) 
    

  
Remodelled to reflect 20% Grant reduction over  4 years compared to 25% previously (extra £733k funding over the period)  

  2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 

  £m £m £m £m £m £m 

Net Budget requirement - Latest MTFP ( see assumptions below) 39.203 39.917 38.553 39.279 40.535 41.628 

Less Formula grant reduction (20% over 4 Years) 13.834 13.885 12.520 11.738 11.738 11.738 

Collection Fund Surplus/deficit 0.077 0.000 0.000 0.000 0.000 0.000 

Council Tax Grant 0.618 0.618 0.618 0.618 0.000 0.000 

Council Tax Grant Freeze grant 12/13 0.000 0.740 0.000 0.000 0.000 0.000 

Council Tax (nil increase 11/12 and 12/13, then 2.5% per annum) 24.674 24.674 25.291 25.923 26.571 27.236 

Total Financing from Precepts & Grants 39.203 39.917 38.429 38.279 38.309 38.974 

(Shortfall)/Surplus after use of one off transitional funds 0 0.000 (0.124) (1.000) (2.226) (2.654) 

Surplus remaining /(Deficit met from balances or further savings)   0.000 (0.124) (1.000) (2.226) (2.654) 

Original shortfall on 11/12 budget and 2011/12 MTFP   0 0 (0.622) (1.408)   

Difference   0.000 (0.124) (0.378) (0.818) (2.654) 

Surplus/(Shortfall Still to Fund) WITH Freeze grant and CT at 2.5%   0.000 (0.124) (1.000) (2.226) (2.654) 

Compared to WITHOUT Freeze Grant    0.188 0.697 0.346 (1.217) (1.973) 

DIFFERENCE - Surplus/(Deficit)   (0.188) (0.821) (1.345) (1.009) (0.681) 

 Assumptions  
INCLUDED: 
Inflation 5.9% avge 2012/13, then 3% 
Pay 1.28% 2012/13, then 2% 
All savings identified in Service Prioritisation included 
All known commitments from  2011/12 included 
Latest IMD Strategy costs have been included above but remain uncommitted 
for subsequent Panel approval in January 2012. This is to indicate maximum 
resource pressures for future Panel consideration.  As such uncommitted 

provisions included above are: 2012/13 £93,000; 2013/14 £12,000; 
2014/15 £1,000; 2015/16 £479,000; 2016/17 £267,000.  
Latest Capital Asset and Fleet strategy   

 

EXCLUDED: 
No Increase in Employers Pensions Contributions 
CT Collection Fund deficits/surpluses 
Savings from Joint Control Room 
Savings from Merger business case 
Transition costs in 2012/13 leading to Merger 
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Agenda Item No. 776 
EAST SUSSEX FIRE & RESCUE SERVICE  

  
Panel: Policy & Resources  
  

Date: 17 November 2011 
  

Title:  Responses to Government Consultations 
  

By: Chief Fire Officer & Chief Executive  
  

Purpose of Report: To inform the Panel of responses to recent Government 
consultations. 

  

 
RECOMMENDATION: 

 
The Panel is asked to note the Authority‟s responses in relation to:  
(i) the Local Government Resource Review;  
(ii) amending Regulations for the Firefighters‟ Pension Scheme  

and the New Firefighters' Pension Scheme; and 
(iii) Fire Capital Grant. 

 

MAIN ISSUES  
  
1. The Government has recently issued consultations on the Local Government Resource 

Review, amending Regulations for the Firefighters‟ Pension Scheme and the New 
Firefighters Pension Scheme and Fire Capital Grant. 

  

2. Appendix 1 sets out the Authority‟s response to the Local Government Resource 
Review. 

  
3. Appendix 2 sets out the Authority‟s response to the Amending Regulations for the 

Firefighters‟ Pension Scheme and the New Firefighters Pension Scheme. 
  
4. Appendix 3 sets out the Authority‟s response to Fire Capital Grant. 
  
  
  
  
Des Prichard  
CHIEF FIRE OFFICER & CHIEF EXECUTIVE  
28 October 2011 
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1. INTRODUCTION 

  
1.1 The Government has recently issued consultations on the Local Government 

Resource Review, Amending Regulations for the Firefighters‟ Pension Scheme (1992) 
and the New Firefighters Pension Scheme (2006) and Fire Capital Grant. 

  
1.2 The responses made on behalf of the Fire Authority are attached and a brief 

description of the scope of the consultations is indicated in the paragraphs below. 
  
2. LOCAL GOVERNMENT RESOURCE REVIEW 
  
2.1 This consultation sought views on the Government‟s proposals to change the way local 

government is funded by introducing retention of business rates. It also sought views 
on options for enabling authorities to carry out Tax Increment Financing within the 
Business Rates Retention System. The consultation period ended on 24 October 
2011.  

  
2.2 Officers attended a Fire Finance Network meeting at DCLG from which it was 

confirmed that there is no consensus amongst fire authorities nationally. Many 
attending that meeting favoured remaining with the current grant system, especially as 
fire funding is to be reviewed at the end of the current 4-year review period 2014/15.   

  
2.3 A response has been sent specifically to the questions that related to non-billing 

authorities such as East Sussex Fire Authority. On balance, it was felt that fire and 
rescue authorities should not be directly exposed to the potential adverse financial 
volatility inherent within the proposed system. At the same time, we remain concerned 
that as a primarily source of resource income, stagnation arising from a fixed resource 
base does little to encourage local dialogue with our respective business communities 
and locally responsive service provision. 

  
2.4 Appendix 1 sets out the Authority‟s full response to the Local Government Resource 

Review. 
  
3. AMENDING REGULATIONS FOR THE FIREFIGHTERS’ PENSION SCHEME (1992) 

AND THE NEW FIREFIGHTERS PENSION SCHEME (2006) 
  
3.1 The Government commissioned Lord Hutton to review public service pension schemes 

to make them affordable and sustainable in the long-term. In his interim report, Lord 
Hutton recommended that, if the Government wanted to make short term savings, then 
raising employee contributions would be the most effective way. The Government 
accepted Lord Hutton‟s rationale and announced at the Spending Review the intention 
to raise employee contributions in public service pension schemes equivalent to 3.2% 
of pensionable pay, to be phased in over three years from April 2012.  
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3.2 On 19 July 2011, the Chief Secretary to the Treasury set out to Parliament the 
Government‟s timetable for the proposed increase in employee contribution rates and 
discussions with business partners around the wider pension reforms. The Department 
set out its approach to taking forward the proposed reforms for the firefighters‟ pension 
schemes in its letter of 28 July, and has published a separate consultation on the 
proposed 2012/13 increase in employee contribution rates. Therefore, this particular 
consultation does not deal with the recommendations of the Independent Public 
Service Pensions Commission, or the Spending Review announcement to increase 
employee contribution rates. 

  
3.3 Prior to publishing this consultation, the DCLG had engaged with key stakeholders 

including Employer and Union representatives through the Firefighters‟ Pension 
Committee, where the key proposed changes to the Firefighters‟ Pension Scheme 
(1992) outlined in this consultation were discussed. This consultation also takes into 
account the results of an earlier consultation in 2009 on the proposed changes to the 
definition of pensionable pay. 

  
3.4 The consultation sets out a number of policy proposals in respect of suggested 

changes to the two fire service pension schemes, namely, the Firefighters‟ Pension 
Scheme (1992) and the New Firefighters‟ Pension Scheme (2006). 

  
3.5 Appendix 2 sets out the Authority‟s full response to the amending Regulations for the 

FPS and NFPS. 
  
4. FIRE CAPITAL GRANT 
  
4.1 This consultation sought views from Fire & Rescue Services on the Government‟s 

proposal to establish a bidding process targeted to efficiencies as a distribution method 
for Capital Grant Funding for 2012-2015. The consultation period ended on 21 October 
2011. 

  
4.2 Capital grant, was a new unringfenced funding stream in the Comprehensive Spending 

Review 2007 for fire and rescue authorities and was distributed in part according to 
population levels. This funding was introduced following the end of Private Finance 
Initiative funding. This is the only capital funding stream that is continuing.  

  
4.3 As part of the Spending Review 2010, the Department for Communities and Local 

Government secured capital grant funding for fire and rescue authorities in England of 
£70m per annum. £70m was distributed on a formula basis to fire and rescue 
authorities in 2011, distributed by allocation of a fixed sum to every authority with the 
balance distributed according to population. £500k was baseline for every fire and 
rescue authority and East Sussex benefitted with a grant of £1.203m in 2011/12.  
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4.4 The Government is proposing that future funding, to be used to target efficiency 
savings, is distributed based on a combination of: 

   an efficiency fund, administered via a bidding process, and 

   a pro-rata distribution using the current distribution method 

  
4.5 Feedback was sought on bid criteria, the proportion of funding available for distribution 

versus the proportion of funding available to be bid against, and the number of bidding 
rounds and sharing best practice. However, the vast majority of FRAs, evidenced by 
the responses on the CFOA Community Finance Forum, supported retaining the 
current distribution criteria and the response from East Sussex confirmed that view.  

  
4.6 Appendix 3 sets out the Authority‟s full response to Fire Capital Grant. 
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Appendix 1 to Agenda Item No. 776 
Proposals for Business Rates Retention 
 
 Consultation Response from East Sussex Fire Authority 
 
Thank you for your consultation paper issued on 18 July for which a response was 
requested by close of business today.  
 
This response has not been approved by Members of the Fire Authority as there 
has been no meeting suitable within the consultation timetable to which a report 
could be presented for consideration.  This response will be presented to Members 
shortly and any fundamental changes will be advised, but are not expected.  
 
The initial consultation paper highlighted the fact that police and fire and rescue 
authorities have limited levers for driving business growth in an area.  Given the 
significant statutory nature of the two emergency services, and particularly FRAs – 
resourced essentially to both respond to and mitigate risk to life in local 
communities – there is significantly less scope to change community service 
provision and the related operational activities in line with fluctuating funding.  This 
is particularly relevant bearing in mind Fire & Rescue Services must now consult 
widely on any changes via the established Integrated Risk Management 
processes.  Therefore, this Authority, on balance, does not believe that fire and 
rescue authorities should be directly exposed to the potential adverse financial 
volatility inherent within the proposed system, yet it remains concerned that as a 
primarily source of resource income, stagnation arising from a fixed resource base 
does little to encourage local dialogue with our respective business communities 
and locally responsive service provision 
 
The back-loaded grant reductions proposed within the Spending Review 2010 will 
have a significant impact on all fire and rescue authorities.  East Sussex has been 
planning for a reduction in government funding for the duration of the current 
review period 2011/12 – 2014/15.  We hope to achieve the necessary reductions in 
expenditure by making efficiency improvements in everything we do – and without 
any significant adverse impacts on the Service we deliver to the public and local 
businesses.  However, following years of efficiency savings being absorbed, some 
service reductions are now inevitable based upon these current projections.    
 
Consequently, it is imperative that the outcome provides a greater degree of 
certainty and stability in future funding resources.  However, it seems that the 
resource distribution status quo will remain as an underlying feature, and this is, 
perhaps, the greatest issue for our Members when one compares the quantum 
difference in comparative grant levels between different FRAs and the low level of 
grant already received locally.  
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You will also be aware of the proposal currently being considered by East Sussex 
Fire Authority and West Sussex County Council Fire Service to merge to achieve 
further savings and maintain service provision to our communities – this is the only 
means by which the further grant cuts can be absorbed without further loss to 
community provision and resultant decline in response standards. This is the 
subject of continuing discussions with the Fire Minister and DCLG. 
 
In summary, ESFRS give a guarded support for the proposal to provide 
guaranteed funding to fire and rescue authorities for the last two years of the 
Spending Review period, but welcome the Government‟s intention to fully review 
the way in which we are funded beyond 2015/16.  We look forward to helping to 
shape and comment on these proposals in due course. 
 
Given this position we have commented only on the most relevant consultation 
questions. 
 
Impact on non-billing authorities  
 
Q25: Do you agree with these approaches to non-billing authorities?  
 
Yes, it seems sensible to treat police and fire and rescue authorities differently to 
billing authorities and county councils; and, to fix funding at the levels agreed in the 
2010 Spending Review.  We also welcome the proposed review of the way in 
which police and fire and rescue authorities are funded from 2015/16 onwards. 
 
 
Technical Paper 3 – Non-billing Authorities 
 
Q4: Do you think that single purpose fire and rescue authorities should be 
funded:  

a) through a percentage share of each district council’s billing authority 
business rates baselines (pre-tier split), subject to any tariff or top up 
required to bring them to their baseline funding level; or  

b) through fixed funding allocations for 2013-14 and 2014-15, through an 
adjustment to the forecast national business rates?  

 
Given the number of changes to funding during the Spending Review period – and 
proposals for future funding arrangements – we feel that stability (and early 
determination of funding allocations for 2013/14 and 2014/15) is vitally important. 
With that in mind, we support option b. 
 

Richard Charman 
Director of Financial Services 
East Sussex Fire and Rescue Service 
24 October 2011           
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Appendix 2 to Agenda Item No. 776 
 
Amendments to the Firefighters’ Pension Scheme (1992) and the New 
Firefighters’ Pension Scheme (2006) 
 
Consultation Response from East Sussex Fire Authority 
 
 
Introduction 
 
East Sussex Fire Authority (ESFA) is mindful of the financial context under which 
the pension reforms are made in attempting to reduce the cost of public 
spending. ESFA note that the proposed Amendment Order is not directly part of 
the wider pensions reform process but, rather a „tidying up‟ of the specific parts of 
the existing Firefighters‟ Pension Scheme (1992) and the New Firefighters‟ 
Pension Scheme (2006), in order to remove some legal or practical barriers to 
operating those schemes most effectively.  
 
Consultation Responses: 
 
1. Rule A14 – Compulsory Retirement 
 
The Authority acknowledges that any decision to compulsorily remove a 
firefighter from employment is already dealt with in accordance with equalities 
and employment law, so revoking Rule A14 will have little or no impact on what 
happens in practice now. In that sense, Rule A14 should be revoked because it 
is not necessary.  
 
The greater discretion and flexibility under the changes to commutation rules are 
welcomed, as confirmed in (3) below, but note the Authority‟s view that the 
additional cost be met from pensions fund rather than revenue account.  
 
The Authority is not able to assess the impact of the removal of rule A14 would 
have on scheme savings. It is not apparent how £50,000 per person saving was 
arrived at by GAD as there is no clear explanation in note 4 attached to 
Paragraph 1.8. It is unlikely that voluntary exit for a firefighter retiring before age 
50 and with 25 years‟ service would occur for the very reason that a deferred 
pension would occur. What would be the incentive waiting until aged 60 for a 
pension.  
 
2. Indexation Change 
 
The representative bodies have made clear their opposition to the decision by 
Government to change the factor used for indexation for pensions in payment or 
deferred pensions from RPI to CPI and it is now known that the matter is to be 
subject to a Judicial Review.  
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A consequence of moving from RPI to CPI is that there will be a significant 
reduction on the overall projected pension deficit and this is reflected in all public 
sector pension liabilities going forward. For East Sussex, the annual Statement of 
Accounts has indicated a reduced projected pension liability of around £30m. If 
this was to be reflected across the whole scheme there might be a substantial 
reduction to the projected deficit. On the other hand, for our staff, it has meant a 
reduction in their expected income in retirement. 
 
Can it be assumed that GAD has factored the impact of the change from RPI to 
CPI into their projections for future liabilities? This is important as it will influence 
both employer and employee contributions going forward. 
 
3. Commutation – General Provision 
 
ESFA agree with this proposal but would have preferred the additional costs 
relating to lump sum commutation to be met from the pension fund account 
rather than an additional cost to the Fire Authority‟s revenue account. That would 
be an even greater incentive to Fire Authorities to realise savings and reduce 
future pension liabilities. See comments also in response to (1) above. 
 
4. Pensionable pay and average pensionable pay 
 
The suggestion that FRAs decide which allowances are taken into account in the 
calculation of Additional Pension Benefits (APB) is welcome as the general 
inclusion of more payments could greatly increase contributions and employer 
costs. 
 
The Representative Bodies do not agree with DCLGs view that the flexible duty 
allowance is temporary, because it forms part of basic remuneration for those 
staff employed on the flexible duty system and is a contracted payment for those 
staff. Officers conditioned to the flexible duty system (FDS) are very rarely seen 
to move to a non-FDS post and that in itself gives a permanency to the role that 
is not normally removed. The Authority believes this allowance should remain 
pensionable under defined benefit (final pay or CARE) and not as an APB for the 
reasons mentioned above. 
 
 
5. Exemption from payment of pension contributions 
 
As the Consultation states, members of the FPS who joined before age 20 must 
pay pension contributions for over 30 years before having the option to retire at 
age 50. This is alleged to be indirectly linked to age discrimination because the 
earliest a member can retire is at age 50 with 25 years‟ service.  
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The Authority are therefore supportive of the principle of either refunding 
contributions or applying a payment holiday for those employees affected whilst 
noting that the Authority, as employer, will continue to make contributions. It is 
noted that this applies retrospectively to 1 December 2006 when the Employment 
Equality (Age) Regulations 2006 came into force. 
   
The refund of payments is clearly addressing an overpayment and the 2.7m 
referred to in Paragraph 1.49 is therefore not a real cost to the scheme. 
 
ESFA is aware that APFO have made a detailed response on behalf of Chief Fire 
Officers so no further comments are made here on Paragraphs 1.50 – 1.53 as 
there are clearly on-going detailed discussions being held between APFO, FPC 
and DCLG.  
 
6. Review of Medical Opinion 
 
No comments  
 
7. Appeals on non-medical grounds 
 
No comments 
 
8. Abatement 
 
The proposal on abatement appears to now cover only re-employment with a 
Fire Authority whereas it was first proposed that it apply to any employment in 
the public sector.  This is a more sensible approach as it would not be easy to 
keep track of many employment moves after retirement, particularly outside of 
local government. However, this proposal appears to be in direct contrast to the 
recommendation from Lord Hutton which acknowledges that the principle of 
abatement is inappropriate. 
 
The Fire Authority‟s has a role in ensuring value for money for tax payers and to 
ensure we can recruit and retain the very best staff in a cost effective and 
affordable way. The continuing use of abatement might inhibit this aim as it can 
be seen as a disincentive to retention of those staff with the required knowledge, 
skills and experience.  
 
 
9. Pensions Tax and Other Amendments 
 
No comment, except that the Authority assumes these proposals do not affect 
actual pension benefits but simply, as specified in the consultation document, 
align terminology with later legislation and with HM Revenue and Customs‟ rules 
and definitions, as set out in the Finance Act 2004. 
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Appendix 3 to Agenda Item No. 776 
 
 
Distribution of Fire Capital Grant Consultation:  
 
Consultation Response from East Sussex Fire Authority 
 
 

QUESTION 1 
Do you have a view about the proportion of funding that ought to be 
available for distribution versus the proportion of funding that ought to be 
available to bid against? 
 
RESPONSE 
East Sussex Fire Authority believes fundamentally that a system of bidding 
creates winners and losers and all FRAs are in need of capital support to help 
them sustain investment through these financially stringent times.  To progress 
with a bidding system now will inevitably mean some FRAs will have to further 
reduce their already depleted capital investment programmes.   
 
In addition, all FRAS are having to streamline their financial services support and 
the added bureaucracy to comply with bidding will potentially further 
disadvantage cash strapped FRAs as well as those without the benefit of 
economies of scale.    
 
As such it is considered that for fire capital funding should only be distributed 
through continuing with the existing arrangements and that there should not be a 
bidding process.  
  
The current system is logical and straight forward and it is not unusual for fire 
capital grant to be used to facilitate efficiencies. The current Medium Term 
Capital Asset Strategy at East Sussex Fire Authority includes a majority of the 
examples given the Consultation with the Fire Capital Grant a key resource.  
 
Even if the DCLG had available additional resources to help meet such large 
scale projects as restructuring, it could be argued that the project should yield a 
return equivalent to its costs over time, and therefore negate the need for grant 
bearing in mind the prudential guidelines principles. 
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QUESTION 2 
What are your views on our proposal of one bidding round? 
 
RESPONSE 
Again, this is not supported.  Any form of bidding introduces complexity, 
bureaucracy and a degree of subjectivity. If one bidding round was the chosen 
option, this may not deliver the transparency required and will be likely to 
encourage over-bidding and ill afforded investment in „glossing up‟ business 
cases.   ESFRS invested significant staffing resources in the last bidding process 
organised by the predecessor to DCLG – „Capital Challenge‟ – only to be advised 
the bid was very good but regrettably unsuccessful due to the sheer size of some 
of the other projects for which FRAs had bid.  The level of corporate input 
required which still resulted in failure could no longer be afforded in terms of our 
reduced staffing availability.  
 
QUESTION 3 
If there is one round, are you content that we should reserve the option for 
a second round if there are significant under allocations? 
 
RESPONSE 
It seems unlikely that there would be under allocations. If so they could be 
distributed and we return again to the simple formula arrangement currently in 
place. 
 
 
QUESTION 4 
As an alternative, do you think a bidding round for each year would be 
better? 
And if so, why? 
 
RESPONSE 
ESFRS does not support the bidding option. In addition, as there is no guarantee 
of funding beyond 2012/13 it seems pointless to consider multiple year bids. Bids 
for later years will be aspirational and do not give any certainty to medium term 
planning.  
 
QUESTION 5 
Do you think that these are the right criteria for assessing bids for Capital 
Grant Funding? If not, what would your proposals be? 
 
RESPONSE 
The pay-back criteria is well established however delivering a decision two 
months before the start of the financial year makes planning very difficult. As 
stated above, ESFRS does not support any bidding process. 
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QUESTION 6 
Do you agree with the approach on accountability and monitoring? 
 
RESPONSE 
The whole bid process introduces the concept of earmarked funding which 
removes flexibilities currently enjoyed. It adds a layer of audit and cost far 
beyond the current grant determination arrangements. However, the grant 
determination could be tightened to ensure Fire Capital Grant is indeed spent on 
fire and rescue and not subsumed within other multi-service authorities that are 
responsible for fire. 
 
QUESTION 7 
How do you think best practice could be shared with the rest of the fire and 
rescue service? 
 
RESPONSE 
FRAs are sufficiently focussed in that best practices are shared with existing 
network arrangements e.g. CFOA, CLG, Fire Service College, representative 
bodies and national strategies such as procurement and national frameworks. 
The light touch referred to only transfers the bureaucracy from the auditing 
bodies to FRAs. Bidding is not supported. 
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Agenda Item No. 777    
EAST SUSSEX FIRE AUTHORITY 
  

Panel:                                 
 

Policy & Resources 

Date: 17 November 2011 
  
Title: Treasury Management – An update on the amendments to 

our Strategy for  2011/12  
  
By: Treasurer 
  
Purpose of Report: To inform the Policy and Resources Panel of the changes in 

the Treasury Management Strategy.  This is required 
because of changes to market conditions.  A report will be 
considered for approval by the Fire Authority on 8 
December 2011 regarding the activity in the first six months 
of the year and changes to our Strategy. 

 

 

RECOMMENDATION: The Policy and Resources Panel is asked to note the 
amendments to our Strategy for 2011/12. 
 

MAIN ISSUE 
 

1. To keep the Policy and Resources Panel informed of the changes in the Treasury 
Management Policy for 2011/12.  Under the Local Government Act 2003 and the 
Prudential Code for Capital Finance 2004, the Fire Authority is required to agree an 
amendment to the treasury management strategy, details of which are set out in the 
supporting information.    

 

Sean Nolan 

TREASURER 

4 November 2011 

 

Background Papers  

East Sussex Fire Authority  2 June 2011 – Agenda Item No 559 Treasury Management – 
Stewardship report for 2010/11 
3 February 2011 – Agenda Item No 525: Treasury Management Strategy for 2011/12 
9 December 2010 – Agenda Item No 495 Treasury Management – half yearly report for 
2010/11 
CIPFA Treasury Management in the Public Services (updated in November 2009) 
Code of practice and cross sectional guidance notes 
Local Government Act 2003 
Local Government Investments –Guidance from the former Office of the Deputy Prime 
Minister 
CIPFA Prudential Code in November 2009 
Communities and Local Government –Changes in the Capital Finance System 
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TREASURY MANAGEMENT-CHANGES TO THE FIRE AUTHORITY STRATEGY FOR 
2011/12 
 
1. INTRODUCTION 
  
1.1 The Fire Authority‟s treasury management activities are regulated by a variety of 

professional codes and statutes and guidance: 
  
 a) The Local Government Act 2003 (the Act), which provides the powers to 

borrow and invest as well as providing controls and limits on this activity; 
 

 b) Statutory Instrument (SI) 3146 2003 develops the controls and powers within 
the Act; 
 

 c) The SI requires the Fire Authority to undertake any borrowing activity with 
regard to the Chartered Institute of Public Finance and Accountancy (CIPFA) 
Prudential Code for Capital Finance in Local Authorities; 
 

 d) Under the Act the former Office of the Deputy Prime Minister has issued 
Investment Guidance to structure and regulate the Authority‟s investment 
activities. 

  

1.2 The Fire Authority has adopted the CIPFA Code of Practice for Treasury Management 
in the Public Sector and operates its treasury management service in compliance with 
this Code and the above requirements.  These require that the prime objective of the 
treasury management activity is the effective management of risk, and that its 
borrowing activities are undertaken on a prudent, affordable and sustainable basis and 
its treasury management practices demonstrate a low risk approach. 

  

1.3 The Code requires the regular reporting of treasury management activities to: 
 

 a) Forecast the likely activity for the forthcoming year (in the Annual Treasury 
Strategy Report); 

b) Review actual activity for the proceeding year; 
c) A mid year review (this report) ; and 
d) Change our Strategy (this report) 

  

1.4 This report sets out information on: 
  
 a) A summary of the strategy agreed for 2011/12 and the economic factors 

affecting the strategy in the first six months of this year; 
b) The Fire Authority‟s treasury activity during the first six months on borrowing and 

short term investments; and  
c) Amendments to the Strategy for 2011/12. 
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2. 2011/12 
  
2.1 Original Strategy for 2011/12 
  

2.1.1 At its meeting on 3 February 2011, the Fire Authority agreed its treasury 
management strategy for 2011/12, taking into account the economic scene 
including forecast levels of interest rates. At the same time, the Treasury 
Management Policy Statement was agreed for 2011/12 as set out below. 

  
2.1.2 East Sussex Fire Authority defines its treasury management activities as: 
  
 “The management of the organisation‟s cash flows, its banking, money market and 

capital market transactions, the effective management of the risks associated with 
those activities; and the pursuit of optimum performance consistent with those 
risks.” 

  
 The Fire Authority regards the successful identification, monitoring and 

management of risk to be the prime criteria by which the effectiveness of its 
treasury management activities will be measured.  Accordingly, the analysis and 
reporting of treasury management activities will focus on their risk implications for 
the organisation. 

  
 This Authority acknowledges that effective treasury management will provide 

support towards the achievement of its business and service objectives.  It is 
therefore committed to the principles of achieving best value in treasury 
management, and to employing suitable performance measurement techniques, 
within the context of effective risk management. 

  
 Borrowing 
  

2.1.3 The Fire Authority has had a strategy to borrow to support the Capital Programme 
and lend out other cash (rather than using internal borrowing). Historically, this had 
meant that the interest rate earned on cash balances was higher than the interest 
rate paid on loans from the Public Works Loans Board (PWLB).  In the last few 
years, this interest rate differential had been removed.  In the short term therefore, 
it was agreed that although the limits would allow new borrowing, external 
borrowing would only take place if the rates available were so low that the long-
term benefits significantly exceeded the short term cost.  In practice, no new PWLB 
borrowing had taken place since January 2008. 

  
2.1.4 Opportunities to reschedule debt had been monitored, but have not arisen as yet.  

The PWLB increased all of its lending rates on 20th October 2010 (the day of the 
Government‟s Comprehensive Spending Review) by 1% on all rates.  However, it 
did not increase the rate of interest used for repaying debt so that not only the cost 
of our future borrowing had increased, but our opportunity to restructure our debt 
when market conditions allow had been significantly reduced. 
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 Investment 
  

2.1.5 When the strategy was agreed in February of this year, it emphasised the 
continued importance of taking account of the current and predicted future state of 
the financial sector.  The following comments from Sector (our Treasury 
Management advisors) on the outlook for 2011/12 were taken into account 

  
 (a) Short-term rates are expected to remain on hold for a considerable time.  The 

recovery in the economy has commenced, however recent growth figures are 
unlikely to be sustained.  The danger of a double-dip recession is fading but the 
crisis in the euro-zone, the prospects of tight economic policies at home and 
tenuous consumer confidence means the threat has still not evaporated 
completely. 

 (b) The Government‟s determination to cut the size of the public sector deficit 
considerably more quickly than its predecessor will be a drag upon activity in the 
medium term.  The void left by significant cuts in public spending will have to be 
filled by a number of alternatives – corporate investment, rising exports and 
consumers‟ expenditure.  In terms of sheer magnitude, the latter is the most 
important and a strong recovery in this area is by no means certain. Without a 
rebound in personal spending, any recovery in the economy is set to be weak 
and protracted. 

 (c) The Bank of England admits that inflation will remain above target until 2012. 
Inflation performance remains a key risk to the future course of interest rates.  
Nevertheless, the perceived need to counter the fiscal squeeze via 
accommodative monetary policy suggests that barring deterioration from the 
current situation, the Monetary Policy Committee (MPC) will be prepared to hold 
rates at very low levels until the latter stages of 2011. 

 (d) The outlook for long-term interest rates is favourable in the near term but is set to 
deteriorate in the latter part of 2011.  Yields will be suppressed by continued 
investor demand for safe haven instruments following the uncertainties and 
unfolding tensions within the entire Eurozone.  In addition to this, the market has 
been underpinned by evidence of decelerating activity in major economies and 
the coalition government‟s apparent determination to deal with the parlous state 
of public sector finances. 

 (e) However, while the UK‟s fiscal burden will almost certainly ease, it will be a 
lengthy process and deficits over the next two to three financial years will still 
require a very heavy programme of gilt issuance. Eventually, the absence of the 
Bank of England as the largest buyer of gilts will shift the balance between 
supply and demand in the gilt-edged market.  Other investors will almost 
certainly require some incentive to continue buying government paper.  This 
incentive will take the form of higher yields.  

  

2.1.6 The strategy going forward was to continue with the policy of ensuring minimum 
risk but will also need to deliver secure investment income of at least bank rate on 
the Fire Authority‟s cash balances.  (The actual target is bank rate plus 0.5%). 
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2.1.7 As will be clear from the events globally and nationally over the last three years, it 
would be impossible in practical terms to eliminate all credit risk. The Fire 
Authority seeks to be as prudent as possible. 

  
 Original Strategy for 2011/12 
  
2.1.8 The strategy ensured that in the economic climate a prudent approach was 

maintained.  This would be achieved through investing with selected banks and 
funds which met the Authority‟s rating criteria.  The emphasis would continue on 
security (protection of the capital sum invested) and liquidity (keeping money 
readily available for expenditure when needed) rather than yield. The strategy 
continued with this prudent approach. 

  
2.1.9 It was also recognised that movements within the money markets happen with no 

notice and the Treasurer may have to amend this strategy in order to safeguard 
Fire Authority funds. As in the past any such actions will be reported to the next 
Fire Authority meeting. 

  

2.1.10 It was not expected that any new external borrowing will be undertaken in 
2011/12, however the limits set out in paragraph 4 would allow such borrowing. 
External borrowing will only take place if the rates available were so low that the 
long term benefits will significantly exceed the short term cost. 

  
2.1.11 Opportunities for cost effective repayment of existing debt and restructuring 

opportunities will be constantly monitored and will be taken if and when they 
emerge. 

  
2.1.12 The Fire Authority balances will be invested in line with the following specific 

policy:- 
  
 Up to a maximum of £3m deposited up to a period of up to one year with any of 

the following    
  

Bank / Fund                                                          
Barclays                                                                                        
Lloyds/HBOS                                                                                
Nat West/RBS                                                                              
Santander UK                                                    
HSBC                                                                                           
Nationwide                                                                                  
Individual Treasury Type Money Market Funds (AAA rated)     
Individual Cash Type Money Market Funds (AAA rated)           
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 Only banks which were eligible for the Government‟s Credit Guarantee Scheme 

AND met the following minimum rating criteria for at least two of the designated 
agencies to be used. 

 

Ratings Agency Long Term Short Term 

Fitch AA- F1+ 

Moody AA3 P-1 

Standards and Poors AA- A-1+ 
  
 The policy retained the ability to revert to some, or even extensive use of the 

Government‟s Debt Management Account Deposit Facility (DMADF) if market 
conditions tighten. 

  
2.1.13 The strategy going forward will continue with the policy of ensuring minimum risk 

but will also need to deliver secure investment income of at least bank rate on 
the Fire Authority‟s cash balances.  (The actual target is bank rate plus 0.5%). 

  
2.1.14 Additional requirements under the Code of Practice require the Fire Authority to 

supplement credit rating information.  Whilst the above criteria relies primarily on 
the application of credit ratings to provide a pool of appropriate counterparties for 
officers to use, additional operational market information has been and will 
continue to be applied before making any specific investment decision from the 
agreed pool of counterparties.  This additional market information (for example 
Sovereign ratings, Credit Default Swaps, equity prices, the Sector security and 
liquidity model and the CIPFA National treasury risk model as well as media 
updates etc.) will be assessed when comparing the relative security of differing 
investment counterparties. 

  
2.1.15 All of the investments will be classified as Specified Investments.  These 

investments are sterling investments of not more than one-year maturity with 
institutions we deem to be high credit quality or with the UK Government (Debt 
Management Account Deposit Facility).  These are considered low risk assets 
where the possibility of loss of principal or investment income is small.   The Fire 
Authority does not have any Non Specified Investments which are ones of more 
than one-year maturity or with institutions which have a lesser credit quality.    

  
2.2 
  
 Sector (our Treasury Management advisors) have set out the Economic factors 

affecting the Strategy in the first six months of 2011/12 and the outlook for the 
next six months. 
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 Global Economy 
  
2.2.1 The Euro zone sovereign debt crisis continued with Spain, and particularly Italy, 

being the focus of renewed market concerns that they may soon join with Greece, 
Ireland and Portugal in needing assistance.  This uncertainty and the lack of a co-
ordinated or credible Euro zone response, left commentators concerned over the 
potential impact of sovereign default and resulting effect on the Euro zone banking 
sector.  The approval by various countries of the €440bn bail out fund in 
September has brought temporary relief to financial markets but this does not 
provide a credible remedy to the scale of the Greek debt problem or the sheer 
magnitude of the potential needs of other countries for support. 

  
2.2.2 This, coupled with political difficulties in the US over their plans to address the 

budget deficit, the size and control over the US sovereign debt, and the 
subsequent loss of the AAA credit rating from Standard and Poor‟s, has led to a 
much more difficult and uncertain outlook for the world economy.  Growth 
prospects in the US, UK and the euro zone have been lower than expected, with 
future prospects similarly cut.  Whilst not a central view, concerns of a double dip 
recession in some Western countries have increased. World stock markets fell in 
the second quarter of 2011/12 as a consequence. 

  
 UK Economy 
  
2.2.3 Following zero growth in the final half of 2010/11 the UK economy grew by a 

weaker than expected 0.1% in the first quarter of 2011/12, providing a knock on 
effect to future growth prospects.  Growth prospects will be governed by UK 
consumer sentiment, which is currently subdued due to falling disposable income.  
Higher VAT, overhanging debt, high inflation and concerns over employment are 
likely to weigh heavily on consumers into the future. 

  
2.2.4 The announcement by the Monetary Policy Committee (MPC) on 6 October of a 

second round of quantitative easing of £75bn emphasised how seriously the MPC 
now views recession as being a much bigger concern than inflation.  Although 
inflation remains stubbornly high, the MPC‟s expectation of future falls resulting in 
an under shoot of its 2% target opened the way for this new round of QE. 

  
2.2.5 International investors continue to view UK government gilts as being a safe 

haven from the EU sovereign debt crisis.  The consequent increase in demand for 
gilts has helped to add downward pressure on gilt yields and sent PWLB 
borrowing rates to low levels. 
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Outlook for the next six months of 2011/12 

  
2.2.6 There remain huge uncertainties in economic forecasts due to the following major 

difficulties: 
  
  the increase in risk that the UK, US and EU could fall into recession 

 the likely political gridlock in the US preventing significant government fiscal 
action to boost growth ahead of the Presidential elections in November 
2012 

 the potential for a major EU sovereign debt crisis which could have a 
significant impact on financial markets and the global and UK economies 

 the degree to which government austerity programmes will dampen 
economic growth; 

 the potential for further quantitative easing, and the timing of this in both the 
UK and US 

 the speed of recovery of banks‟ profitability and balance sheet imbalances  
and the risk of substantial losses being incurred on EU sovereign debt 

  
 The overall balance of risks is weighted to the downside: 
  We expect low growth in the UK to continue, with a low Bank Rate to 

continue for at least 24 months, coupled with a possible further extension of 
quantitative easing.  This will keep investment returns depressed. 

 The expected longer run trend for PWLB borrowing rates is for them to rise, 
primarily due to the need for a high volume of gilt issuance in the UK, and 
the high volume of debt issuance in other major western countries.  
However the current safe haven status of the UK may continue for some 
time, postponing any increases until 2012. 

  
2.3 Interest on short term balances 
  
2.3.1 Base interest rate has stayed at 0.5% in 2011/12 to date.  The rate is the lowest 

ever rate and the rate has remained unchanged for the longest period on record.  
The last change was on 5 March 2009. 

  
2.3.2 There have been continued uncertainties in the markets during the year to date as 

set out in the previous paragraphs. 

  
2.3.3 Additional market information including Sovereign ratings,  Credit Default Swaps, 

equity prices, the Sector security and liquidity model and the CIPFA National 
treasury risk model as well as media updates etc have been used to assess the 
relative security of differing investment counterparties. 
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2.3.4 The strategy for 2011/12, agreed in February 2011, continued the prudent approach 
and ensured that all investments were only to the highest quality rated banks and 
only up to a period of one year.  A more prudent approach has been adopted with 
all investments being on call (overnight only). 

  
2.3.5 The total amount received in short term interest for the six months to 30 September 

2011 was £55,894 at an average rate of 0.95%.  This was above the average of 
base rates in the same period (0.5%) but fell just short of the aim to secure 
investment income of at least base rate plus 0.5% on the Authority‟s general cash 
balances. This is against a backdrop ensuring, so far as possible in the financial 
climate, the security of principal and the minimisation of risk.  This Fire Authority has 
continued to follow an extremely prudent approach with security and liquidity as the 
main criteria before yield.  

  
2.4 Long term borrowing 
  
2.4.1 The Fire Authority borrows long term to finance its Capital Programme.  The 

Public Works Loan Board (PWLB) is a body set up by the Government that makes 
sums available for local authorities to borrow long term for capital spending and to 
refinance existing loans.  Their rates were generally the cheapest available in the 
market on a like-for-like basis until last October (the day of the Government‟s 
Comprehensive Spending Review) when it increased all of its lending rates by 1%. 
There is now only a marginal difference between the PWLB and market loans.    

  
2.4.2 No borrowing was undertaken in the first six months of 2011/12.   
  
2.4.3 The total outstanding loan debt at 30 September 2011 is £11,123,000 which did 

not change from 31 March 2011.  The interest rate remains at 4.617%. 
  
2.4.4 In the first six months of this year, although the interest rates were monitored 

proactively to look for savings from early repayment of some loans and their 
replacement by new borrowing at a lower interest rate, no opportunities arose.  
Monitoring of opportunities for the rescheduling of loans will continue in the 
remainder of this and future years and the debt will be restructured when and if 
market conditions are favourable.  In view of the relatively new debt outstanding 
and the existing interest rates close to those currently in the market, as well as the 
penalties for early repayment of loans, the opportunities for restructuring of debt 
for the Fire Authority may be limited.  When the PWLB increased all of its lending 
rates in October 2010, it did not increase the rate of interest used for repaying 
debt so that not only the cost of our future borrowing has increased but our 
opportunity to restructure our debt when market conditions allow has been 
significantly reduced.   
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2.5 Amendments and Revised Strategy for 2011/12 
  
2.5.1 Our Treasury Management Policy recognises that movements within the money 

markets can happen with no notice and the Treasurer would have to amend this 
strategy in order to safeguard Council funds. 

  
2.5.2 Although our Strategy allows for investments up to one year, the continuing 

uncertainties in the markets dictated that we continued with a mainly overnight (on 
call) policy with some small investments amount in percentage terms of three 
month investments.  In the summer we switched to a complete on call policy and 
by mid September all of our investments could be returned within a working day. 

  
2.5.3 On 7th October, the ratings agency Moody‟s reduced the credit ratings of twelve 

UK financial institutions including NatWest/RBS, Lloyds / HBOS and Santander 
UK.  On 13th October, the ratings agency Fitch reduced the credit ratings of two 
UK financial institutions NatWest/RBS and Lloyds / HBOS.  The Moody‟s rating 
changes reduced NatWest / RBS from AA3 (long term) and P-1 (short term) to A2 
and P-1.  Lloyds / HBOS rating was reduced from AA3 and P-1 to A1 and P-1.  
The Fitch rating changes reduced NatWest / RBS from AA- (long term) and F1+ 
(short term) to A and F1.  Lloyds / HBOS rating was reduced from AA- and F1+ to 
A and F1.  These rating agency reviews were part of a previously announced (May 
2011) reassessment of the likely level of systemic (Government) support these 
institutions would get IF they were to get into financial difficulty in the future. The 
resultant downgrading should not necessarily be construed as indicating that 
these institutions are experiencing difficulty that would result in a default. 

  
2.5.4 The consequence of the bank downgrades means we are operating outside our 

normal rating criteria with two banks i.e. ~ NatWest/RBS and Lloyds/HBOS ~ 
which fall below our minimum rating agency thresholds but within overall policy 
because the Treasurer has discretion. 

  
2.5.5 Our current position is that we have continued to invest in both Nat West/RBS and 

Lloyds/HBOS because: 
  
  The high level of Government Ownership of NatWest./RBS (83%) and 

Lloyds/HBOS (40.2%).  
 

 UK Sovereign rating remains at AAA. 
 

 We have an overnight policy and monies can be withdrawn without 
notice. 

 
 Nat West/RBS is the Fire Authority‟s banker. 

  
2.5.6 The changes above will require the Strategy for 2011/12 (set out in Paragraphs 

2.1.8 to 2.1.15 of this report) to be amended to continue with the prime objective of 
the effective management of risk and following our prudent policy. 
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2.5.7 Under paragraph 2.1.12, where the Fire Authority funds will be invested are 

changed as follows: 
  
 (A) UK Investment Without Government Equity Holding 
  
 Up to a maximum of £3m deposited up to a period of up to one year with any of 

the following: - 
  
 The current policy stance is overnight but the policy allows changes to reflect 

market conditions if and when they improve. 
  

Bank / Fund / Local Authority 

Barclays 
Santander UK 
HSBC 
Nationwide 
Individual Treasury Type Money Market Funds (AAA rated) which invest in 
Government Securities only 
Individual Cash Type Money Market Funds (AAA rated) 
Another Local Authority (Equivalent to the low risk of investing with the 
Government but not formally rated ) 

  
 Only banks which meet the following minimum rating criteria for at least two of the 

designated agencies to be used. 
  

Ratings Agency Long Term Short Term 

Fitch AA- F1+ 

Moody AA3 P-1 

Standards and Poors AA- A-1+ 
  
 (B) UK Investment With Government Equity Holding of minimum of 30% 
  
 We are taking 30% as a minimum level of significant associated company 

influence.  In practice it serves as a trigger to formally review our position. 
  
 Up to a maximum of £3m deposited up to a period of up to three months with the 

following: - 
  
 The current policy stance is overnight but the policy allows changes to reflect 

market conditions if and when they improve. 
  

Bank  

Lloyds/HBOS 
Nat West/RBS 

 
 Only banks which meet the following minimum rating criteria for at least two of the 

designated agencies are to be used.  The banks will not be used if the UK 
Sovereign rating falls below AAA. 
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Ratings Agency Long Term Short Term 

Fitch A F1 

Moody A2 P-1 

Standards and Poors A A-1 
 

 The policy retains the ability to revert to some, or even extensive use of the 
Government‟s Debt Management Account Deposit Facility (DMADF) if market risk 
conditions tighten. 

  

2.5.8 In addition to the Credit Ratings Agencies, various methods have and will be used 
to monitor the Banks and Funds and these are set out in paragraph 2.1.14.  Other 
very safe alternative investments will be explored when they become available. 

  

2.6 Summary of the Changes to our Strategy 
  

2.6.1 The changes in our policy can be summarised as follows:-  
  

 The new policy splits the investments into two groups, 
(A) UK Investment Without Government Equity Holding and  
(B) UK Investment With Government Equity Holding of minimum of 30% 

  

 UK Investment Without Government Equity Holding 
  

  The reference to the Government‟s Credit Guarantee Scheme has been 
deleted as it is not now relevant. 

 

 Investments can be made to other Local Authorities.  (Equivalent to the low 
risk of investing with the Government but not formally rated ) 

 

 The policy would allow investments up to one year but would only be used 
if market conditions improve.  The current policy is overnight only. 

  

 UK Investment With Government Equity Holding of minimum of 30% 
  

  Lloyds/HBOS and Nat West/RBS included within UK Investment With 
Government Equity Holding of over 30% 

 

 The investment allowed up to three months but the current policy is 
overnight and allows changes to reflect market conditions if and when they 
improve. 

 

 New lower ratings criteria but the banks will not be used if the UK 
Sovereign rating falls below AAA. 

  

2.6.2 It was continued to be recognised that movements within the money markets can 
happen with no notice and the Treasurer would have to amend this strategy in 
order to safeguard Fire Authority funds.  As in the past, any such actions would be 
reported to the next Fire Authority meeting. 

 
  


