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FOREWORD TO THE BUDGET FROM COUNCILLOR THOMAS KEMP — EXECUTIVE BOARD MEMBER FOR FINANCE

The 2026/27 budget has been developed against a backdrop of significant financial pressure and with a sustained period of funding
uncertainty now being replaced with the most far-reaching set of changes the Local Government finance system has seen.

In addition, the combination of economic uncertainty, inflationary pressures and rising demand for Council services is increasing the
pressures being felt on Council Services. Despite these challenges the approach adopted seeks to preserve the Council’s sound financial
position and take a considered approach to mitigating these exceptional circumstances. With the steps taken the budgets present a
balanced and sustainable financial position which continues to focus on delivering services.

The Local Government Finance Settlement for 2026/27 also includes provisional allocations for 2027/28 and 2028/29.

East Lindsey District Council remains sovereign in terms of its constitution and budget as do the Councils we are in partnership with and
our priorities are to ensure that the Council remains financially resilient, able to deliver services it has to by law and to provide support
to the District’s most vulnerable residents.

In addition, despite the challenges of the past few years, we continue to work to develop new opportunities, deliver services in different
ways in order to create efficiencies, and new income streams to support the Council’s revenue budget. With this in mind and following
the success of ‘ELIF 1° where we have been successful in delivering the outcomes for the four priority themes which we set, we are
proposing to create a new scheme and allocate £10m for ‘ELIF 2’ with the four priority themes remaining the same.

Another key component of the Council budget is its share of business rates income which has seen a significant change following the
settlement in December.

The Council has maintained a capital resource base commensurate with our capital delivery ambitions.

The Budget for 2026/27 proposes:

e A Council Tax increase of £5.13 per year (for Band D properties this is equivalent to 10p per week).

e Continued generation of additional efficiencies, shared services and income from commercial activities guided
by our Delivery Plans.

e Increased capital investment in Council assets to help generate new income streams, reduce running costs, and
help deliver services more efficiently.
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Councillor Thomas Kemp, Portfolio Holder for Finance
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1.1

1.2

1.3

14

EXECUTIVE SUMMARY

Overview 2025/26 2026/27
ELDC Precept £8.262m £8.724m
Council Tax Increase 2.97% 2.99%
Council Tax Band D £171.54 £176.67
Government Funding £3.327m £11.478m
Retained Business Rates used to £19.940m £12 335m*
support budget

Reserves £32.742m £33.841m
Capital Programme (General Fund) £54.071m £89.102m**

* See note at 4.4
** Full Capital Programme including current year to 2030/31

INTRODUCTION

This Appendix sets out the 2026/27 budget estimates and Medium Term Financial Strategy (MTFS) for the period 2026/27 to
2030/31 for the Council’s General Fund. The Medium Term Financial Strategy sets out the current and forecast future costs of
the Council and is linked to the Sub-regional Plan and Annual Delivery Plan, which sets out the aims and ambitions of the Council.

The MTFS establishes a set of financial policies and principles which aim to provide a sound basis for maintaining the financial
integrity of the Council over the medium term.

This Appendix sets out:

e The Council’s Medium Term Financial Strategy for the period 2026/27 to 2030/31.
e The 2026/27 General Fund Revenue Budget & Financing.

e The General Fund Reserves Position.

e The General Fund Capital Programme and Financing.

¢ Risks, key issues, sensitivity and monitoring.

The unprecedented challenges faced through recent years have continued into 2026/27, with significant inflationary pressures
and changing service demands. The final government settlement delivered in February for East Lindsey included Revenue
Support Grant (£9.906m), Adjustment Support Grant (£986k) and Recovery Grant (£586k) following conclusion of the Fair Funding
Review.
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In 2026/27, a budget is proposed that allows expenditure to be financed through the creation of efficiencies and appropriate
funding in order to smooth the impact of the council’s ongoing pressures. This means that the Council can continue to provide
services whilst also supporting its overall objectives. The Council will continue to strive to be as efficient as possible in all its work,
building on the SELCP Partnership with its partners whilst ensuring it maximises the income it receives.

BUDGET ASSUMPTIONS

2.1

Table 1 - Assumptions which influence the 5-year financial strateqy

Assumption 2025/26 2026/27 2027/28 2028/29 2029/30 | 2030/31
Budgeted inflation 0% 3.7% 2.0% 2.0% 2.0% 2.0%
Pay costs increase 2 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Full Time Equivalent Employees 430.82 426.75 407.75 400.14 395.14 395.14
Staffing levels * 96% 96% 96% 96% 96% 96%
;Zﬁﬂ;gggbiﬁt;’e”nﬁéi asgﬁ'e'f:etf 23.8% 18.4% 18.4% 18.4% 18.4% |  18.4%
fe”S'O”.C."”t”b”t'O” cash amount to £700,000 £105,000 £108,000 £112,000 £112,000 | £112,000
und deficit on scheme

Return on cash investments © 4.10% 3.38% 3.25% 3.25% 3.25% 3.25%
Return on Property Fund investments © 4.00% 3.50% 3.50% 3.50% 3.50% 3.50%
Tax base increase ’ 2.04% 2.50% 1.50% 1.50% 1.50% 1.50%
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Notes to Assumptions

These assumptions reflect, where known, future changes which may arise from the implementation of the Council’s organisational
development plans including the South and East Lincolnshire Councils Partnership with Boston Borough Council and South Holland
District Council (see Section 10):

1.

Inflation increases have been reviewed throughout the MTFS and are included at appropriate levels. Ongoing inflationary
pressures and wider economic uncertainty continue to make the forecasting of future expenditure increasingly volatile.

A pay award for 2025/26 was agreed by the National Joint Council for Local Government Service offering an increase of 3.20%
on all pay points with effect from 1 April 2025. For 2026/27 onwards a 3.0% award has been assumed.

An annual saving in staff costs (£700k) is built into the budget (equivalent to 4% of the staff budget) due to anticipated staff
vacancies during the year.

Based on the 2025/26 Pension Triennial Valuation the pension contribution will be 18.4% in 2026/27 with an additional lump sum
amount payable towards the deficit on the pension scheme reducing from £700k per annum to £105k in 2026/27 — this rate is
applied only to those staff in the local government pension scheme.

Any vacant posts are assumed to be within the pension scheme. The pension contribution rate is assumed to stay at 18.4%
throughout the life of the MTFS.

. These are the estimated returns on cash and the estimated yield on the current budgeted £19.3m in property funds.

The tax base projections for 2026/27 has provided for a growth of 1,213 band D equivalent properties. Future growth has been
projected at 1.50% (see section 4.6 and Table 3).
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3.1

3.2

3.3

3.4

3.5

3.6

3.7

RESOURCES

The following section of the Appendix outlines the resources that will be available to the Council under 5 headings, Business
Rates, Council Tax, Revenue Support Grant and other Government Grants, Fees and Charges and Other Income.

The Final Local Government Finance Settlement for 2026/27 was released in February 2026 with further supporting information
following. The 2026/27 Settlement includes provisional allocations for 2027/28 and 2028/29 and as such delivers the first multi-
year settlement in a decade.

The settlement reflects changes made through the 2024 Autumn Budget & Spending Review, 2025 Budget and 20 November
2025 Policy Statement which collectively results in an unprecedented level of change to the Local Government Finance system
and significant added complexity. Given the scale of change being experienced, the main areas of change within the settlement
are set out below.

Funding Floor — MHCLG has decided to implement a 2-tier system of funding floors. This means that some Local Authorities will
receive varying levels of funding protection depending on how far from the newly assessed level of funding they are. East Lindsey
will receive 95% protection of income, as the Fair Funding Assessment reduction of more than 15% by 2028/29, is anticipated.
The transitional protection amounts are payable where relevant over a three-year period to 2028/29 therefore there remains a
high degree of uncertainty beyond 2028/29. East Lindsey will receive £496k in 2027/28 and £1.555m in 2028/29 before reducing
to Nil from 2029/30 onwards.

Recovery grant — The 2025/26 Recovery Grant continues at a national level, East Lindsey will see their Recovery Grant remain
flat at £586k per annum, the same as 2025/26 throughout the term of the MTFS.

Consolidated Grants in Core Spending Power - Changes from previous years include 4 new consolidated grants, bringing together
16 funding streams over the multi-year Settlement, alongside grants that have been rolled into the Revenue Support Grant. Of
these 4 grants, 2 are applicable to East Lindsey District Council — Homelessness, Rough Sleeping & Domestic Abuse Grant and
the Crisis & Resilience Fund.

For authorities which were in business rates pools in 2025/26, figures for their Fair Funding Assessment (in particular revenue
support grant) and funding floor allocations have shifted due to restated 2025/26 baselines due to new treatment of pooling gains.
An ‘Adjustment Support Grant’ of £986k will be provided in 2026/27 to negate the impact. As it stands, 2027/28 and 2028/29
impact will not be negated by the ‘Adjustment Support Grant’ thereby affecting the position by £1.377m each year compared to
those figures reported in the Provisional Settlement received in December.
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4.1

4.2

4.3

4.4

4.5

SPENDING PLANS

Under the current arrangements for retained Business Rates, where a Council collects rates above an assessed baseline level
set by the Government, a levy is applied that is paid to the Government. In order to avoid this levy a business rates pool was
adopted with the County Council and other districts within Lincolnshire.

The Business Rates Pool for Lincolnshire will not continue into 2026/27 due to the unknown impact of the Business Rates Reset;
any levy payable on Business Rates growth will now be due to Central Government.

A revaluation exercise for Business Rates will take effect from 1 April 2026, with 5 new multipliers replacing the current 2
multipliers. A provision has been put aside for any potential appeals based on intelligence from the Council’s advisors to cover
any effects from this, but there still remains a large amount of uncertainty in this area.

Table 2 provides details of the anticipated business rates figures for 2026/27 and provisional figures for 2027/28 to 2030/31. As
a result of the reset of the Business Rates Retention System from 1 April 2026 as part of the Governments Fair Funding Review,
the net Retained Business Rates income has reduced significantly from prior years. This is compensated by an increase in the
Revenue Support Grant further detailed in Table 5.

As well as the potential for the authority to attract additional income through retained business rates there is also the risk of
uncertainty through a reduction in the amount of business rates that it collects, this has been further exacerbated by economic
impacts. This coupled with uncertainties relating to appeals against rateable values for business premises, with the potential for
successful appeals being backdated makes estimating income accurately extremely challenging and potentially volatile.

Table 2 — Business Rates

Business Rates (Income)/Expenditure 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31
£'000 £'000 £'000 £'000 £'000 £'000

Gross Retained Business Rates (16,417) | (25,010) (25,510) | (26,021) | (26,541) (27,072)
S31 Grant (7,795) - - - - -
Tariff to Government 8,171 19,145 19,528 19,919 20,317 20,723
Pre-levy Income (16,041) (5,865) (5,982) (6,102) (6,224) (6,349)
Renewable Energy - standard (100% retained by ELDC) (998) (1,182) (1,305) (1,430) (1,559) (1,689)
Renewable Energy - additional (100% retained by ELDC) (4,429) (4,929) (4,928) (4,927) (4,926) (4,925)
Levy payment to Lincolnshire Pool 1,355 - - - - -
Safety Net Receipt - (41) (42) (43) (44) (45)
Estimated (Surplus)/Deficit on the Collection Fund 173 (318) - - - -
Net Retained Business Rates Income (19,940) | (12,335) (12,257) | (12,502) | (12,753) (13,008)
Reduction/Increase in Resource 7,605 78 (245) (251) (255)
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4.6

4.7

4.8

COUNCIL TAX

The MTFS assumes a Council Tax increase in line with the maximum allowed under the Local Government Settlement. In the
case of ELDC for 2026/27 this is a £5.13 (2.99%) per annum increase (for band D properties). The increase is reflected through
the life of the MTFS. See Table 3 below for the estimated changes in the tax base and council tax collected.

Table 3 — Council Tax

2025/26 2026/27 2027/28 | 2028/29 | 2029/30 2030/31

a | Council Tax Base (band D 48,166 49,379 50,120 50,871 51,635 52,409
equivalents)

b | Council Tax band D (£.p) 171 .54 176.67 181.89 187.29 192.87 198.63
Annual Increase £ 4.95 513 522 5.40 5.58 5.76
Annual Increase % 2.97% 2.99% 2.95% 2.97% 2.98% 2.99%

¢ | Annual Council Tax collected (a x b) £ | (8,262,396) | (8,723,788) | (9,116,145) | (9,527,630) | (9,958,650) | (10,410,000)
éor‘””euc"’t‘;j”grease in Council Tax (395,683) | (461,392) | (388,521) | (407,484)| (426,659) (426,659)

d | Surplus on the Collection Fund £ (83,779) (144,000) - - - -
Gross Council tax (c + d) £ (8,346,175) | (8,867,788) | (9,116,145) | (9,527,630) | (9,958,650) | (10,410,000)

The tax base for 2026/27 has been increased by 2.50% and by 1.50% per annum thereafter. This is based on the latest projected

house building trajectory.

Table 4 — Precepting Authority Band D charges

Authority Proposed Band D amount | Increase over 2025/26 | Increase over 2025/26
(£.p) (£.p) %o
Lincolnshire County Council 1,673.01 47.16 2.90%
Police and Crime Commissioner 333.09 14.94 4.70%
East Lindsey DC 176.67 5.13 2.99%
Parishes (average) BC BC BC

*Figures are Draft / TBC at this stage — LCC and PCC Precepts are expected to be received late February

Revenue Support Grant and Other Government Grants

The table below builds in RSG throughout the MTFS period following the outcome of the funding review. Other main non-specific
grants received by the Council relate to the Funding Guarantee in 2027/28, 2028/29 and Recovery Grant throughout the MTFS
period.
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4.9

4.10

Table 5 - Revenue Support Grant and other Non-Specific S31 Government Grants

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

£000 £000 £000 £000 £000
Revenue Support Grant (1,441) (9,906) (8,367) (6,759) (6,759) (6,759)
Funding Guarantee (665) - (496) (1,555) - -
New Homes Bonus (635) - - - - -
Recovery Grant (586) (586) (586) (586) (586) (586)
Adjustment Support Grant - (986) - - - -
Total Received (3,327) (11,478) (9,449) (8,900) (7,345) (7,345)
Annual Change in Resource £ 446 (8,151) 2,029 549 1,555 -

Fees and Charges

The Council is dependent on direct payment for many of its services in the form of various fees, charges and rents. Fees and
charges play an important role in the effective delivery of services; they not only raise income but can control access to
services, help the council respond to competition, fund investment and guide client behaviour.

In some cases, the levels of fees are set by the Government and the Council has no control over what is charged. Where the
Council has had control, it has not always increased these charges in line with inflation or other market conditions. Given future
uncertainties it is assumed that the budget should apply inflationary increases to all discretionary fees and charges on an annual
basis.

Table 6 - Fees, Charges and Rental Income

Budget Area 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31
£000 £000 £000 £000 £000 £000

Building Control Fees (489) (514) (539) (566) (595) (624)
Planning Fees (including pre-planning advice) (1,374) (1,531) (1,607) (1,688) (1,772) (1,860)
Car Parking Income (3,202) (3,379) (3,547) (3,725) (3,911) (4,106)
Market Stall Fees (100) (90) (95) (114) (120) (126)
Kingfisher Caravan Park (1,186) (1,312) (1,378) (1,447) (1,520) (1,596)
Waste Services (1,796) (2,105) (2,211) (2,321) (2,437) (2,559)
Commercial property rental income (2,462) (2,514) (2,644) (2,780) (2,922) (3,070)
Sales, Fees and other Direct Income (4,361) (4,604) (4,674) (4,742) (4,819) (4,900)
TOTAL (14,970) (16,049) (16,695) (17,383) (18,095) (18,842)
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4.1

Other Income

The Council also receives other forms of income, as shown in the following table.

Table 7 - Other Income

2025/26 2026/27 2027/28 2028/29 2029/30 2030/31
£000 £000 £000 £000 £000 £000

Interest on Investments™ (3,184) (2,391) (1,892) (1,785) (1,796) (1,834)
Housing Benefit Subsidy and Rent
Rebates Subsidy. (25,698) (19,302) (15,102) (11,828) (9,276) (7,287)
Housing Benefit/Universal Credit
Overpayments (300) (300) (300) (300) (300) (300)
Council Tax and Housing Benefit
Administration Grant (412) b, (412) (412) (412) (412)
Court Income & Council Tax Penalties (401) (401) (401) (401) (401) (401)
Local Authority Grants including Disabled
Facility Grants (1,530) (335) (154) (154) (154) (154)
Other Government Grants (incl. Register
of Electors, Discretionary Housing
Payments, Flexible Homelessness grant, (17,539) (12,674) (8,328) (7,519) (7,552) (5,963)
Homelessness Reduction new burdens
grant and Towns Fund)
Other Grants and contributions (2,813) (8,546) (8,653) (6,535) (6,660) (6,788)
Use of Reserves (8,012) (1,951) (3,918) (1,601) (1,599) (1,650)
TOTAL (59,887) (46,311) (39,159) (30,535) (28,150) (24,789)

*Assumptions have been made on investment income levels due to a variety of factors

Universal Credit. There is a corresponding reduction in expenditure in section 4.19 below for offset.
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Use of Reserve values will change as and when new schemes are approved for inclusion within the budget.

Reductions in the Housing Benefit Subsidy income reflects current anticipated levels of activity affected by the roll out of

Reduction in Other Government Grants primarily relates to grant funding associated with the Capital Programme.

Reduction in Other Grants and Contribution primarily relates to funding associated with the Capital Programme.




Summary

Table 8 — All sources of income

2025/26 2026/27 2027/28 2028/29 2029/30 2029/30
£000 £000 £000 £000 £000 £000
Business Rates (Table 2) (19,940) (12,335) (12,257) (12,502) (12,753) (13,008)
Revenue Support Grant (Table 5) (1,441) (9,906) (8,367) (6,759) (6,759) (6,759)
Recovery Grant (Table 5) (586) (586) (586) (586) (586) (586)
Funding Guarantee (Table 5) (665) - (496) (1,555) - -
Adjustment Support Grant (Table 5) - (986) - - - -
New Homes Bonus (Table 5) (635) - - - - -
Council Tax (Table 3) (8,346) (8,868) (9,116) (9,528) (9,959) (10,410)
Funding subtotal (31,613) (32,680) (30,823) (30,930) (30,057) (30,764)
Fees, Charges, Rents (Table 7) (14,970) (16,049) (16,695) (17,383) (18,095) (18,842)
Other Income (Table 8) (59,887) (46,311) (39,159) (30,535) (28,150) (24,789)
Fees, Charges & Other Income subtotal (74,858) (62,360) (55,855) (47,918) (46,245) (43,630)
Gross Budgeted Income (106,471) (95,040) (86,678) (78,848) (76,302) (74,394)
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4.12

4.13

4.14

2026/27 SPENDING PLANS

Table 9 below shows the estimated Council spending plans for the next 5 years. It shows expenditure analysed by the
CIPFA Standard classification. The paragraphs below the table provide explanations for the main variances across the
MTFS.

Table 9 — Spending Plans

Description 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31
£°000 £°000 £000 £000 £°000 £000

Employees 21,853 22,911 23,717 23,336 24,127 24,963
Premises 3,770 3,671 3,632 3,578 3,611 3,645
Transport 1,268 1,741 1,477 1,487 1,501 1,516
Supplies & Services 7,900 7,423 7,798 7,157 7,233 7,292
Drainage Board Levies 5,391 5,450 5,723 6,009 6,309 6,625
Transfer Payments 30,631 22,794 18,225 14,788 12,119 10,044
Capital Charges 17,727 11,624 8,172 5,899 6,089 4,673
Third Party Payments 12,635 13,145 13,425 12,873 12,984 13,345
Interest on Borrowing 10 10 10 10 10 10
Contributions to Reserves 7,581 6,271 4,499 3,711 2,318 2,281
Gross Expenditure 108,766 95,040 86,678 78,848 76,301 74,394

Employee costs have been prepared in accordance with the Council’s Pay Policy. Pay generally has been increased by salary
increments due to staff, and by an estimated 3.0% increase in 2026/27 continuing at 3.0% thereafter. Pension cost estimates
have been prepared on the basis of current staff in the pension scheme at October 2025/26, and all vacant posts assumed to be
within the pension scheme. There have been some staffing changes which are mainly grant funded as a result of successful
bidding to government departments. The employee costs also include the latest results of the Pension Triennial Review.

Since 2015, the Council has chosen to apply a pay supplement specifically to support its lowest paid employees and assist them
in meeting the cost of living. This supplement, reviewed each April, ensures their earnings align with the real Living Wage as set
by the Living Wage Foundation. The Living Wage Foundation announced a new rate of £13.45 per hour in October 2025. The
Council's lowest paid employees are currently earning £12.65 per hour in line with NJC pay scales. Applying the Real Living Wage
supplement with effect from 1 April 2026 will impact the lowest paid employees and after the budgeted 3% increase for 2026/27
the supplement enhancement amounts to an additional £1,608. The NJC pay award is often not implemented until later in the
year, when implemented if the NJC hourly rate is above the Real Living Wage rate, the supplement will no longer be applicable.
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4.15

4.16

417

4.18

4.19

4.20

4.21

Premises budgets are now reflective of the actual volumes in 2025/26 and adjusted to factor inflationary pressures.
Transport costs are set using average fuel prices and usage.

Supplies and Services budgets have increased slightly due to agreed increases in council contracts for inflation and additional
project costs offset by grant.

Internal Drainage Board (IDB) increases are set out in the table below. 2026/27 increases have been built in with increases from
the drainage boards confirmed by their Boards. The Council is liaising with the local Internal Drainage Boards to work towards
limiting future increases where possible. Lobbying of government is also underway with the impact of this loss of revenue to the
Council due to the embedded levy having an impact every year that passes.

2021/22 2025/26 2026/27 Increase | Increase | Increase Increase
Internal Drainage Board (Actual) | (Actual) Draft 2026/27 | 2026/27 | 2021/22 | over 2021/22
g £ £ Budget £ % £ £1%
£

Lindsey Marsh Drainage Board 3,057,100 | 4,252,303 | 4,252,303 - 0% 1,195,203 39.10%
The Witham Third District Internal 350,042 | 593267 | 624,196 | 30929 | 521% | 265154 73.85%
Drainage Board
\é\ggmrzm Fourth Internal Drainage 390,580 | 545529 | 573,733 | 28204 | 5.17% | 183,144 46.89%
Total 3,806,731 | 5,391,099 | 5,450,232 | 59,133 | 1.10% | 1,643,501 43.17%

Transfer Payments — Housing Benefit expenditure linked to anticipated levels of activity affected by the roll out of Universal Credit.
There is a corresponding impact in section 4.12 (Table 7).

Capital Charges — Changes in capital charges relate to revisions to the capital programme between years which do not affect the
General Fund bottom line as they funded from reserves.

Third Party Payments - These budgets reflect payments to Public Sector Partnership Services and other outside bodies.
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5.1

5.2

BUDGET REQUIREMENT

The budget requirement is formed by comparing resource prediction and spending plans as set out in Table 10 below

Appendices 1a and 1b bring together the budgeted expenditure and income and show the overall MTFS position analysed by

income and expenditure type, service area and by portfolio budgets.

Table 10 — Budget Requirement

2025/26 2026/27 2027/28 2028/29 2029/30 2030/31
Estimate | Estimate | Estimate | Estimate | Estimate
£000 £000 £000 £000 £000 £000

Fees, Charges & Other Income (table 9) (74,858) (62,360) (55,855) (47,918) (46,245) (43,630)
Gross Expenditure (table 10) 108,766 95,040 86,678 78,848 76,301 74,394
Parish Precepts 3,804 3,880 3,958 4,037 4,118 4,200
Efficiency Target — IDB (1,584) - - - - -
Efficiency Target (712) - - - - -
Net Budget 35,417 36,560 34,781 34,967 34,174 34,963
Funded By
Retained Business rates (table 2) (20,113) (11,976) (12,215) (12,459) (12,709) (12,963)
Business Rates Collection Fund (table 2) 173 (318) - - - -
Business Rate Safety Net (Table 2) - (41) (42) (43) (44) (45)
Revenue Support Grant (table 5) (1,441) (9,906) (8,367) (6,759) (6,759) (6,759)
Specific Grants (table 5) (1,251) (1,572) (1,082) (2,141) (586) (586)
New Homes Bonus (table 5) (635) - - - - -
Parish Precepts (3,804) (3,880) (3,958) (4,037) (4,118) (4,200)
ELDC Council tax (table 3) (8,262) (8,724) (9,116) (9,528) (9,959) (10,410)
Council Tax Collection Fund Surplus (table 3) (83) (144) - - - -
Total Funding (35,417) (36,560) (34,781) (34,967) (34,174) (34,963)
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5.3

6.1

6.2

OTHER BUDGET ISSUES

In order to meet its obligations, equality impact assessments will be carried out when the nature of proposed changes to
services and the potential mitigation (if any) is clear, so that the implications of decisions are fully understood as they affect
specific groups and communities. These have been, and will continue to be, regularly undertaken and considered as part of
the decision making process.

RESERVES

In order to comply with the requirements of the Local Government Act 2003, the Authority must undertake a review of the level
of reserves as part of annual budget preparation. A review of the reserves has been undertaken to make sure thatthey  have
a defined purpose, identified and approved values for additions to and usage of each reserve, and that they are set at an
appropriate value which identifies the current and future requirements and risks the Council might face. This has included an
assessment of risk registers, pressures upon services, inflation and interest rates and any underwriting arrangements.

The proposed budget has been developed on the basis of not requiring any long-term support from reserves for the revenue
budget.

General reserves

The General Fund balance is estimated to stand at £1.822m for the next five years, which the Council’'s Section 151 Officer
believes to be prudent for the Council at this time, when taken in the context of the other reserves that the Council holds for budget
risk management.
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Specific Reserves

Table 11 — Reserve Balances

Forecast Forecast Forecast Forecast Forecast Forecast

Balances at | Balances at Balances at Balances at Balances at Balances at

Reserve 31st March 31st March 31st March 31st March 31st March 31st March
2026 2027 2028 2029 2030 2031
£'000 £'000 £'000 £'000 £'000 £'000

Investments Volatility Reserve 2,077 2,077 2,077 2,077 2,077 2,077
Economic Growth Reserve 1,843 1,843 1,666 1,611 1,611 1,611
Business Rates Volatility Reserve 5,795 5,595 5,595 5,595 5,595 5,595
Property Fund Reserve 153 153 153 153 153 153
Housing Reserve 4,239 3,707 3,815 3,977 4,142 4,312
Repairs and Maintenance Reserve 298 412 526 640 754 868
Carbon Reduction Reserve 880 996 1,094 1,008 923 837
Insurance Reserve 779 719 659 599 539 479
Capital Reserve 223 223 223 223 223 223
Service Transformation Reserve 674 739 559 624 689 754
Legal and Appeals Reserve 291 291 291 291 291 291
Technology Reserve 475 543 611 679 747 815
Corporate Priorities (Investment) Reserve 9,524 12,813 13,640 15,423 15,914 16,461
Wellbeing Reserve 622 751 880 1,009 1,138 1,266
Extended Producer Responsibility Reserve 1,647 2,479 2,633 2,623 2,455 2,141
LGR Reserve - 500 - - - -
Specific Reserves Total 29,520 33,841 34,422 36,532 37,251 37,883
General Fund 1,822 1,822 1,822 1,822 1,822 1,822
Total 31,342 35,663 36,244 38,354 39,073 39,705

* Commitment regards “ELIF 2” on ‘Corporate Priorities (Investment) Reserve’ not factored into reserve balances but is factored into investment income cash flows

Page 19 of 31




Investment Volatility Reserve
Holds year end balances on operational surpluses/deficits that can be used to mitigate a downturn in investment income, also to deal
with the impact of regulation changes.

Economic Growth Reserve

The Council plays a key role in driving economic recovery through growth which is recognised in this reserve, the purpose of which is
to fund revenue and capital schemes that support economic growth that are not funded through other means or to support grant
funding bids.

Business Rates Volatility Reserve
To be used to mitigate significant changes in business rate income.

Property Fund Reserve
This reserve holds year-end balances on operational surpluses/deficits and is used to mitigate impacts of the funds as required.

Housing Reserve
Mainly grant linked this is used to support capital acquisitions and strategic housing solutions.

Repairs and Maintenance Reserve

The Council will hold a list of its assets and have developed a replacement schedule which reflects the life of assets and the likely cost
of either maintenance or replacement. The purpose of this reserve is to receive, hold and release monies that allow the council to plan
for and maintain its assets.

Carbon Reduction Reserve
This reserve will allow a pool of money to undertake projects that payback by reducing ongoing fuel and utility costs. All business
cases drawing on this reserve must detail the expected payback value into this fund over a 10-year period.

Insurance Reserve

The Council has opted for a level of self-insurance. The purpose of this reserve is to provide a pool of money to cover the cost of any
uninsured losses. The level of the fund will require annual review to reflect the extent of self-insured losses that the Council wishes to
accept.

Capital Reserve
This reserve consists of past and annual revenue contributions. It may be used to finance the capital programme depending on future
plans.
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Service Transformation Reserve

The purpose of this reserve is to support the Councils need for Service Transformation and assist with the delivery of its savings
targets. All projects drawing upon the fund would be required to make a positive contribution towards the savings targets within the
Medium-Term Financial Plan.

Legal and Appeals Reserve

The purpose of this reserve is to recognise the varying level of legal related events that the Council is required to participate in. Such
events will be varied however planning/property related appeals will draw often on this reserve where there is inadequate provision
within the annual revenue budget. All costs recovered on legal work will be used to replenish this fund.

Technology Reserve

The purpose of this reserve is to provide funding for improvements in computer systems and other related technology. The Council
hopes to become less reliant on recurring technology costs but recognises through PSPS there will need to be investment in core
systems.

Corporate Priorities (Investment) Reserve
This reserve is being utilised in accordance with the priorities set out by the Council. It reflects a large Business Rates windfall and is
being deployed to the benefit of the district. This reserve will be used to cover any grant funding timing risks where they may occur.

Wellbeing Reserve
Used in line with the Wellbeing contract managed by the Council on behalf of partners across a multi-year contract.

Climate Change Reserve
For implementation of smaller schemes, help fund preparation for larger capital scheme bids and also fund feasibility reports.

Extended Producer Responsibility Reserve
This grant is to contribute towards the costs of disposing of waste already in the system so available for general use as those costs are
already being financed.

LGR Reserve
The purpose of this reserve is to fund any Local Government Reorganisation transition costs.
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6.3

Movement In Specific Reserves

Specific reserves are set up to provide funds for known future commitments or provide resources for unexpected events. Given
the risks and uncertainties facing both the local and national economy the Council is committed to retaining robust levels of

reserves, whilst ensuring resources are available to enable efficient service delivery.

Table 12 — Movement in Specific Reserves

S 2026/27 I 2026/27
Contribution To Reserves £'000 Contribution From Reserves £000
Housing Reserve Housing Reserve
Homelessness Prevention Grant (199) Capital Programme - Community Housing Fund 645
Rough Sleeper Initiative 9
Good Homes Alliance 77

Repair & Replacement Reserve Repair & Replacement Reserve

Replacement and Refurbishment - Vehicles Payback (154) Capital Programme - Annual Flood Works 40
Insurance Reserve 60
Business Rate Volatility Reserve
Capital Programme - Supporting Affordable Homes 200

EPR Reserve EPR Reserve

Extended Producer Responsibility (1,512) Food Waste 680

Service Transformation Reserve

Elections contribution (65)

Technology Reserve (68)

Wellbeing Reserve

Surplus of New Wellbeing Contract (129)

Carbon Reduction Reserve

Warm Homes Grant (116)

Corporate Priorities Reserve Corporate Priorities Reserve

Revenue contribution to ELIF (4,029) Investment Fund Manager 55
Markets Support 85
Capital Programme - Supporting Affordable Homes 100

Contribution To Reserves Total (6,271) Contribution From Reserves 1,951
Net Contribution (To)/From Reserves (4,320)
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7.0

71

East Lindsey Investment Fund (ELIF 2)

The Council launched the original £10m East Lindsey Investment Fund in September 2024.

Following the success of this fund in delivering the outcomes for the four priority themes, it is proposed to create a new scheme
and allocate £10m for ELIF2. The four priority themes will remain the same as ELIF1 which are:

o Pride in East Lindsey Grant Schemes
o Community Development Initiatives
o Tourism and Events Programme

o Business Support and Enabling Growth

Pride in East Lindsey Grant Schemes: £2m
The Council recognises the importance of the sense of ownership and pride the community feels for their place and environments.
A £1m grant scheme, which was launched in September 2025 was significantly over-subscribed.

It is proposed to extend this scheme for another two years with an allocation of and additional £2m to support community
organisations, parish and town councils, public sector partners, charity and voluntary sector to bid for grants to deliver projects
and initiatives ranging from £2k to £50k.

Community Development Initiatives: £1.5m

A wide-ranging set of activities focused on addressing East Lindsey challenges such as ageing population, affordable housing,
supporting the vulnerable and healthy living have been supported over the last year.

It is proposed to continue this valuable work with an allocation of a further £1m over the next two years.

In addition, a grant scheme of £500k is proposed to support parish councils in bringing forward projects that matter to the
communities within the parish areas.

Tourism and Events programme: £2m
Activities and projects under this theme support increase in footfall and spend in the economy by promoting our towns, the Wolds
and coast as places to visit, live, work and invest in.

It is proposed to allocate additional £2m to maintain and enhance our natural and built environment, heritage buildings, visitor
destinations, tourism infrastructure and cultural assets along with a year-round programme of events. Projects supported through
this theme could include Culture House, Embassy Theatre, Sutton on Sea Colonnade, Spilsby Sessions House, and Alford Manor
House to support the delivery of arts and cultural engagement and tourism promotion.
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7.2

7.3

Business Support and Enabling Growth: £4.5m

Supporting priority economic sectors and businesses through development of skills, learning and employment opportunities,
enabling growth and attracting Investment are key priorities for the Council. Local Plan and flood defences to protect our coastal
communities and coastal economy are key enablers for growth in our area.

Itis proposed to allocate £2.5m to deliver employment sites, prepare Local Plan and match fund Lincs 2100 strategy in partnership
with County Council, Environment Agency and Lindsey Marsh Drainage Board.

In addition, it is proposed to launch a £2m growth fund to enable infrastructure development for bringing forward delivery of
strategic residential, employment, education, leisure and tourism sites, matched by private sector investment.

Governance Arrangements

The ELIF Board will remain in place, consisting of those members noted below. The Board will meet bimonthly, with minutes
circulated for agreement and actions taken for record.

Programme Director Programme Manager
Theme Leads Project Leads
Section 151 Officer / AD Finance PSPS Finance representative

*Deputies can be nominated

In those months that the ELIF Board does not meet, the Programme Director will report to the Executive Board on progress to
keep them appraised. Prospective projects will be required to fill out application forms providing detail of the project scope, key
dates, specific resources required, anticipated benefits, location, sustainability (beyond ELIF funding), finances, key metrics and
impacts/outcomes. Once the application form is complete it must be submitted to the ELIF Board for their consideration.

Recommendations
In keeping with the arrangements in place for the first phase of the East Lindsey Investment Fund, it is recommended:

e That delegated authority will remain for the Director of Economic Development and Assistant Director Theme Leads in
consultation with the relevant Portfolio Holder and the Director of Finance and Section 151 Officer to utilise the Investment
Fund to support enabling activity.

o Delegate authority to the Director of Finance and Section 151 Officer to vary the Council's revenue or capital budget, up to the
limit of £10m for schemes approved under the parameters of ‘ELIF 2’.

¢ Funding will be provided from Reserves namely the Corporate Priorities Reserve. Contributions from the reserve will only be
formalised on approval of projects following the outcome of the Boards consideration of the individual project application.

¢ Any surplus monies/ underspend against approved project resources will automatically be decommitted and will require a
further project application for any alternate use before being committed from Reserves for the purposes of ELIF.
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8.0

8.1

CAPITAL PROGRAMME AND TREASURY MANAGEMENT

The Council’s proposed summarised 5 year Capital Programme and its 5 year capital resource projections are shown in the table

below, further detail of individual projects can be found in Appendix 2:

Table 13 — 5 year Summarised Capital Programme, funding and resource implications:
Scheme 2025/26 | 2026/27 | 2027/28 2028/29 | 2029/30 | 2030/31 Total

£'000 £'000 £'000 £'000 £'000 £'000 £'000
Projects (excl. Towns Funds, UKSPF & LUF) 22,663 16,283 7,573 4,036 3,732 3,221 | 57,508
Towns Fund 13,700 111 - - - - 13,811
UKSPF 1,069 - - - - - 1,069
Pride in Place - 350 1,923 1,483 1,530 - 5,286
LUF 3,648 4,334 - - - - 7,982
ELIF 3,316 - - - - - 3,316
Total Approved 44,396 21,078 9,496 5,519 5,262 3,221 88,972
New Bids - 130 | - - - - 130
Total Draft Capital Programme 44,396 | 21,208 | 9,496 | 5,519 | 5,262 | 3,221 | 89,102
Funded By:
Capital Reserve (2,793) - - - - - | (2,793)
Capital Receipts (57) - - - - - (57)
Other Reserve (7,393) (3,476) (387) (195) (140) (140) | (11,731)
External Grants (32,660) | (10,639) (6,447) (3,959) (4,061) (2,531) | (60,297)
Internal Borrowing (1,428) (7,093) (2,662) (1,365) (1,061) (550) | (14,159)
External Borrowing - - - - - - -
Revenue - - - - - - -
S106s (65) - - - - - (65)
New Initiative/Contingency Reserve - - - - - - -
(44,396) | (21,208) (9,496) (5,519) (5,262) (3,221) | (89,102)
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8.2

8.3

8.4

7.5

9.1

The Capital Strategy and Asset Management plan will generate potential future capital investment requirements. Specific
schemes and values will only be included in the recommended programme when the need and likely costs have been further

established in detailed business cases, and the Council has ensured that it has sufficient capital and revenue resources to
implement such schemes.

The Treasury Management Strategy Statement pulls together the decisions of capital investment and our cash flow and revenue
budgets. The Council became debt free in 2023/24 following redemption of its PWLB debt.

Table 14 — Treasury Assumptions

Treasury Assumptions 2025/26 |2026/27 | 2027/28 |2028/29 | 2029/30 |2030/31
Average Investment Balances £522m | £36.3m | £24.7m | £21.5m| £21.9m | £23.1m
Investment assumptions - cash 410% | 3.38% | 3.25% | 3.25% | 3.25% | 3.25%
investments return
Investment assumptions — property fund o o o o o o
return (revenue return only) 4.00% 3.50% 3.50% 3.50% 3.50% 3.50%

These assumptions include:

The Council’s available cash balances and investment returns will be influenced by the future development of the Council’'s Asset
Management Plan and all decisions made regarding the use of the Council’s Reserves for capital and revenue purposes.

The Council is required to calculate a prudent provision of Minimum Revenue Provision (MRP) on its unfinanced capital
expenditure which ensures that the outstanding debt liability is repaid over a period that is reasonably commensurate with that
over which the capital expenditure provides benefits. Regulations have been further amended with full effect from April 2025 to

expressly provide that in determining a prudent provision local authorities cannot exclude any amount of Capital Financing
Requirement (CFR) from its calculation.

CONSULTATION

The budget proposals have been subject to review by the Overview Committee on 20 January 2026 with the minutes attached at
Appendix 7. A light touch online public consultation process was also undertaken for the 2026/27 budget. The reason for this was
due to the lateness of the Local Government Finance Settlement which gave very limited timescales for responses. Results from
the consultation were limited but generally were supportive of the budget proposals stating they were sensible, realistic and
avoided risky assumptions.
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10  SOUTH AND EAST LINCOLNSHIRE COUNCILS PARTNERSHIP PLANS

10.1 The Alignment and Delivery Plan, at Appendix 6 sets out the key pieces of work for the Partnership and this Council in 2026/27

and subsequent years. This builds on the Partnership’s work to date and seeks to continue to drive forward key priority areas for
this Council.
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11. RISK AND SENSITIVITY

11.1  The following table shows the key risks and how we intend to treat them through our risk management practices

Table 15 - Key Risks

Risk Likelihood Impact Mitigating Action
Fairer Funding and Business Rate , . .
reset/changes, Impact on Rural Councils High High To lobby as required
, . Special Interest Group established. MP’s being engaged and
IDB levy High High on-going liaison with ADA, MHCLG and Ministers.
Ongoing proactive management of opportunities in the market
Interest Rates Changing High High and staircasing of loans to maximise longer term lock and
premium rates in the LA market.
Growth plans mav require borrowing at Substantial external funding has been leveraged to the
plan y req 9 Medium Medium benefit of the Town and this is now fully incorporated into the
some point in the future .
Councils budgets.
Monitor service demand and impact on costs. Optimise use of
Increased demand for Homelessness . . : :
: . , . grant funding and closely monitor changes in service
Support Services — relating to High High . . o )
i requirements. Work with commissioners and suppliers to
Homelessness Reduction Act S . T
minimise benefit subsidy implications.
Prudent budget set to provide best estimate. Transitional
Lack of clarity for funding levels beyond , . arrangements have been applied in similar previous changes
, . High High . ) )
28/29 and spending review imposed on funding arrangements. Promptly review new
information as it becomes available.
The implementation of the Universal credit may impact on the
. . . . General Fund in terms of running costs for the Benefits
Universal Credit High Medium ; " : . ,
service and additional demand on other council services. This
will be closely monitored.
Volatility and fluctuation in business rates High High Regular monitoring of business rates, debt levels, recovery
action and impact of changes in government support.
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Pension fund deficit Medium Medium Review Pgnsmn fund data and use specialists as required to
support this process.
Additional bad debts as a result of . . The Cqu.ncn has pro-.actlve ert management and'pre—pay
A High High fee policies. Supporting business through economic
economic circumstances
development team support.
Increased maintenance costs of ageing . . Asset management plan. Pro-active rather than reactive
: Medium Medium :
physical assets maintenance programme
Inflation rises by more than budgeted . . Budget. assumptlgns kept up to date with most r_ecent
o Medium Medium projections. Inflationary pressures have now mainly come
projections
under control.
Court income projections are in line with budget. The budget
Court Income High Medium has not been increased due to concerns over collectability of
this income.
PSPS may be unable to deliver an Reviewing Service Level Agreements, activity levels and
effective service within the agreed Low Medium service priorities, development of a Transformation
contract price. Programme.
Early monitoring of deviations and reporting through to
Fee Income volatility High High Executive Board. Controlling costs where demand is
reducing.
To seek to pre-purchase were necessary, contract
Contract Cost volatility High High management to ensure that projects are maintained within
revenue and capital budget affordability levels.
Lack of funding to partners causing , . ,
displacement of service demand High High Engagement and realism
Inadequate capital resources to finance , . The Council has been effective in the disposal of older assets
. High Medium : o - ! :
future desired plans and very successful in achieving significant capital funding.
Central Government policy changes High High Engagement in consultation and policy creation
Reductions in NHB impacting on future Hiah Hiah Once a consultation is launched reviewing the proposals and
plans 9 9 lobbying as required.
VAT — partial exemption High Medium Close forecasting VAT partial exemption position
Failure to dgllver the required Medium High Effective programme and project management
transformation programme
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Regular Monitoring is reported of investment valuations to
Reduction in Investment Values High High Audit and Governance Committee and the Finance PFH. A
specific reserve is allocated for managing volatility.

Central Government policy changes High High Engagement in consultation and policy creation

Ensuring a robust performance management framework is in
Increased demand for services in general Medium Medium place so that significant increases in demand for services are
tracked, flagged and managed.

12. OPTIONS

12.1 There are no alternative budget options presented, however if Council does not accept the proposed budget, then any changes
to income or expenditure which will produce a revised balanced budget must be presented and approved at the Council meeting

13. RECOMMENDATIONS
13.1 Reason for recommendations - To comply with the budgetary and policy framework.

13.2 Recommendation — That Executive Board recommends to Council to approve:
e The General Fund Budget 2026/27 including the setting of Council Tax

e The Councils Capital Programme
e Other associated strategies, policies and plans as set out in the covering report and associated Appendices.
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