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To demonstrate that the Authority has fulfilled the objectives it lays out, the Prudential Code requires
the following indicators to be set and monitored each year.

Estimates of Capital Expenditure: The Council’s capital expenditure plans are the key driver of treasury
management activity. The output of the capital expenditure plans is reflected in the prudential
indicators, which are designed to assist members’ overview and confirm capital expenditure plans.

Capital Expenditure and Financing Revised Estimate Estimate Estimate
£m £m £m £m
Total Expenditure 82.5 108.4 41.1 224
Capital Receipts 12.0 2.0 2.0 0.0
Prudential Government Grants 41.8 68.9 0.4 0.0
Section 106 and Revenue 2.4 0.0 0.0 0.0
Ind icato rS Borrowing 26.3 37.5 38.7 22.4
Total Financing 82.5 108.4 41.1 224

Estimates of Capital Financing Requirement: The Capital Financing Requirement (CFR) measures the
Authority’s underlying need to borrow for a capital purpose.

31.3.24 31.3.25 31.3.26 31.3.27 31.3.28

Capital Financing Requirement

Total CFR




The peak change in debt levels is estimated at £73m over the forecast period during which we also have
£58m of debt maturities. Total new borrowing required will therefore be around £131m (including a
£10m minimum liquidity float and subject to capital spend being in line with forecast).

Gross Debt and the Capital Financing Requirement: To ensure that over the medium-term debt will only
be for a capital purpose, the Authority should ensure that debt does not, except in the short term,
exceed the total of capital financing requirement in the preceding year plus the estimates of any
additional capital financing requirement for the current and next two financial years.

2023/24 2024/25 2025/26 2026/27 2027/28

External Debt Actual Estimate Estimate Estimate Estimate
£m £m £m £m £m
Debt at 1 April 169.5 160.2 175.3 203.3 232.8
Expected Change in Debt -9.3 15.1 28.0 29.5 8.8
. Other Long-term liabilities 0.0 4.0 4.0 4.0 4.0
P ru d e nt I a | Expected Change in Long-term Liabilities 0.0 0.0 0.0 0.0 0.0
4 Gross Debt at 31 March 160.2 175.3 203.3 232.8 241.6
I n d I Cato rs Capital Financing Requirement 211.6 232.5 260.6 290.1 298.9
Under/(Over) Borrowing 51.4 57.2 57.3 57.3 57.3

Ratio of Financing Costs to Net Revenue Stream: This is an indicator of affordability and highlights the
revenue implications of existing and proposed capital expenditure by identifying the proportion of the
revenue budget required to meet financing costs, net of investment income. As borrowing arrangements
typically form very long-term commitments, once drawn the ability to generate savings from this portion
of Council spend is very limited.

Ratio of Financing Costs to Net Revenue 2023/24 2024/25 2025/26 2026/27 2027/28

Stream Actual Estimate Estimate Estimate Estimate
General Fund 6.70% 7.23% 8.83% 9.73% 9.86%

Including non-financial investment financing 0.66% 0.84% 0.71% 0.67% 0.65%




The Benchmark forecasts our need to borrow over a 50-year period. This aids decision making when it
comes to the quantum and term to be chosen, the aim being to avoid cost of carry revenue implications
and avoid the trap of defaulting to ultra-long tenors just because the yield curve tail slopes downward. It
represents the level of our anticipated borrowing and in the ordinary course of business would not be
expected to be exceeded. It therefore should closely mirror the Operational Boundary.

The Benchmark (across) shows that after peaking in 2027/28 both the Capital Financing Requirement and
borrowing are forecast to reduce steadily in the long-term. This is however subject to change dependent
on the size of future Capital Programme borrowing levels.

The benchmark assumes:

» future capital expenditure beyond the current programme funded by borrowing of c£5m a year on average
» minimum revenue provision on new capital expenditure based on an annuity profile of c30 years average

» No changes to Reserves beyond the current MTFP period (3 years)

> existing borrowing (dark bars) is replaced as it matures.
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Prudential

Indicators

Adoption of the CIPFA Treasury Management Code: The Authority adopted the Chartered Institute of
Public Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2021
Edition in February 2023.

Authorised Limit for External Debt: This is a key prudential indicator that represents a control on the
maximum level of borrowing. This is a legal limit beyond which external debt is prohibited and can only
be set or revised by full Council. It reflects the level of external debt which, while not desired, could be
afforded in the short term, but is not sustainable in the longer term. The Authorised Limit is a statutory
limit determined under section 3 (1) of the Local Government Act 2003. The Government retains an
option to control either the total of all councils’ plans, or those of a specific council, although this power
has not yet been exercised.

2024/25 2025/26 2026/27 2026/28

Authorised Limit

£m £m £m £m
Borrowing 260 280 300 310
Other Long-term Liabilities 40 30 30 30
Total Financing 300 310 330 340

Operational Boundary for External Debt: This is the limit beyond which external debt is not normally
expected to exceed. (i.e. prudent but not worst case). It links directly to the Authority’s estimates of
capital expenditure, the Liability Benchmark, capital financing requirement and cash flow requirements
and is a key management tool for in-year monitoring. Other long-term liabilities comprise finance leases
and other liabilities that are not traditional loans but still form part of the Authority’s debt.

2024/25 2025/26 2026/27 2027/28

Authorised Limit

£m £m £m £m
Borrowing 230 250 260 250
Other Long-term Liabilities 30 20 20 20
Total Financing 260 270 280 270




In accordance with MHCLG statutory guidance the Council sets Limits and Indicators to quantify its risk
appetite when making, adding and retaining investments. Limits are set for both Financial (Treasury)
investments and non-financial investments. The 2025-26 Prudential Indicators for non-financial
investments are listed below. Those for Treasury investments are listed elsewhere in this report and in
the Treasury Management Strategy Statement for 2025-26. The Limit for non-financial investments held
during 2025-26 will be £80m.

Authorised Limit for External Debt: This is a key prudential indicator that represents a control on the
maximum level of borrowing. This is a legal limit beyond which external debt is prohibited and can only
be set or revised by full Council. It reflects the level of external debt which, while not desired, could be
Pru d e ntla | afforded in the short term, but is not sustainable in the longer term.

Indicators — Non-

2023/24 2024/25 2025/26 2026/27

Authorised Limit - Non-Treasury

= = £m £m £m £m
Other Long-term Liabilities 0 0 0 0
I nvestments Total Financing 80 80 80 80

Operational Boundary for External Debt: This is the limit beyond which external debt is not normally
expected to exceed. (i.e. prudent but not worst case). It links directly to the Authority’s estimates of capital
expenditure, the Liability Benchmark, capital financing requirement and cash flow requirements and is a
key management tool for in-year monitoring. Other long-term liabilities comprise finance leases and other
liabilities that are not traditional loans but still form part of the Authority’s debt.

2023/24 2024/25 2025/26 2026/27

£fm £m £fm £fm

Operational Boundary - Non-Treasury

Borrowing 60 60 60 60

Other Long-term Liabilities 0
Total Financing 60 60 60 60

o
o
o




Investment

Management
Practices

All investment activities present risk exposure for the Council. The council’s policies and practices
emphasise that the effective identification, management and containment of risk are the prime objectives
of investment risk management activities. The Section 151 Officer will formulate suitable criteria for
assessing and monitoring the financial and non-financial risks of investments. The criteria for investments
will be agreed by Cabinet.

The Council’s General Risk Management Framework for Non-Financial Investments
(IMP 1):

Strategic risks Capital investment decisions must be aligned to the Council’s Corporate Plan, be
driven by Value For Money considerations, and support service objectives. The
Leadership Team are responsible for implementing this strategic alignment. The
Council will undertake an annual review of commercial and service investments
(where existing) with a view to divestment, to avoid or minimise additional external
borrowing, where value can no longer be demonstrated, or strategic objectives have

changed.
Capacity To Whilst funding availability is the critical limiting factor on the Council’s capital
Deliver investment plans, additional consideration will be given to the capacity and skills

requirements for delivering funded schemes. This will include, technical knowledge,
procurement expertise and project management capacity. The leadership Team are
responsible for ensuring the Authority has the necessary capacity to deliver and
maintain all capital schemes.

Financial risks In considering the affordability of its capital plans, the Council will consider all the
resources available on a forward basis, across the totality of its capital plans.
Revenue income and expenditure forecasts for the forthcoming year and the two
following years will be confirmed in the MTFP, with longer term impacts on the
Authority assessed during the scheme approval process. The financial resilience of
any tenant will be considered as party of the initial due diligence and before agree
any subsequent lease.



All investment activities present risk exposure for the Council. The council’s policies and practices
emphasise that the effective identification, management and containment of risk are the prime
objectives of investment risk management activities. The Section 151 Officer will formulate suitable
criteria for assessing and monitoring the financial and non-financial risks of investments. The criteria for
investments will be agreed by Cabinet. The overall approach toward risk management of non-financial
investments is set out in IMPs across.

General Risk Management Framework for Non-Financial Investments (IMP
1):

Macroeconomic There are many external market risks which can impact the delivery and/or
success of capital investments but are beyond the Council’s control. Associate
Directors are responsible for monitoring and addressing these risks. Where
feasible these risks will be transferred.

Investment
Management Credit and

Where income is derived from an asset, the creditworthiness of the

Pr t counterparty counterparty will be assessed as part of initial due diligence before entering a
a C ICeS commitment and regularly monitored throughout the duration of the
arrangement.
Operational Liquidity Risk —the S151 Officer will be responsible for monitoring the

realisability of all non-financial investments and for factoring this into the
annual retention reviews.

Environmental and Consistent with the Council’s Declaration of Climate Emergency all capital
social investment will have regard to the various policies maintained by the
Authority. The policies can be viewed here.



https://www.nelincs.gov.uk/your-council/policies-and-strategies/

All investment activities present risk exposure for the Council. The council’s policies and practices
emphasise that the effective identification, management and containment of risk are the prime
objectives of investment risk management activities. The Section 151 Officer will formulate suitable
criteria for assessing and monitoring the financial and non-financial risks of investments. The criteria for
investments will be agreed by Cabinet.

The Council’s General Risk Management Framework for Non-Financial
Investments (IMP 1):

Governance All Non-Financial investment projects must initially be presented as a Business
Case to the Business Development Group (BDG) before any commitment is made.
BDG will recommend (or not) the project to the Assistant Directors Group for final

I nVEStment approval for addition to the Council’s Capital Programme.
Management

In the case of Commercial Investments, the S151 Officer retains a final veto due to
the potential implications for the Council’s future access to borrowing.

Pra Ct| Ces The Capital Programme is then approved quarterly by Cabinet, with Officers being
responsible for the provision of robust evidence to support Members decision-
making

Progress against the agreed Capital Programme will be reported to Cabinet
qguarterly. NB Some larger schemes have additional reporting frameworks (see
previous pages for further details)

Reputational  The Council will —as part of its due diligence — consider any potential reputational
risk arising from investment in a non-financial asset. This will include potential
issues arising from the activities of a tenant/counterparty. Whilst such activities
could be hidden from the Council, all reasonable steps will be taken to ensure that
all aspects of the investment are aligned with the Councils strategies and general
ethos.




Investment
Management

Practices

Category of Non-
Financial
Investment

Objective

Criteria

Risk Management
and Governance
arrangements

Exit Plan

Material Non-Financial Investment — Freshney Place Shopping Centre -
Acquired 2022

Service Related (not primarily for yield)

As a critical site within the Grimsby Town Centre Masterplan, the asset was
acquired to protect the operation of the shopping centre (safeguarding 1700
local jobs) and its contribution to the town centre and wider North East
Lincolnshire economy, whilst also retaining provision to develop the scheme
that will support the wider transformation of the town centre. Close fit with
Building The Economy We Need objective of the Local Plan.

Place Making (Regeneration)

Promotion of Business Growth (Economic Benefit)

Given the strategic importance of the site to Grimsby town centre, the Council
has a moderate-high risk tolerance on the project

Target Net Income 2025/26 = £1.65M

Given the specialised nature of the asset, day to day operations are managed
by Queensbury Retail and Montagu Evans

Internal oversight is undertaken by Freshney Place Development Board
Scrutiny is undertaken by a Cabinet Sub- Committee

Continued ownership will be reviewed annually against prevailing market
conditions, the Council’s risk appetite and competing priorities. This will be
further reviewed once the current Leisure Development has been completed.



Investment
Management

Practices

Category of
Non-Financial
Investment

Objective

Criteria

Risk
Management
and
Governance
arrangements

Exit Plan

Material Non-Financial Investment — Cartergate Office Building - Completed 2015

Service Related (not primarily for yield)

Regeneration of the Cartergate area of the Town Centre
Securing a key local employer’s presence in the town that retains skilled jobs in the
area in keeping with Building The Economy We Need section of the Local Plan

Regeneration

Skills Retention

Promotion of Business Growth (Economic Benefit)

Given the proximity of the site to Grimsby town centre, the Council has a moderate
risk appetite toward the project

Target Net Income 2025/26 = £0.3M

Day to day facility management is undertaken by EQUANS

Internal oversight is undertaken by the Asset Management Team

Scrutiny is undertaken by Audit & Governance Committee

Borrowing for the development is linked to the associated lease cashflows so should
the premises be vacated, there would be no ongoing revenue liability on taxpayers
for any borrowing.

Continued ownership will be reviewed annually in the light of the prevailing market
conditions, the Council’s risk appetite and competing priorities. This will be reported
to Cabinet as part of the annual budget setting process.



Investment
Management

Practices

Category of
Non-Financial
Investment

Objective

Criteria

Risk
Management
and
Governance
arrangements

Exit Plan

Material Non-Financial Investment — E-Factor Loan - Completed 2025

Service Related (not primarily for yield)

To facilitate regeneration of St James House in a key area of the Town Centre
already identified for development.

Securing a local partner’s presence in the town that retains skilled jobs in the area
in keeping with Building The Economy We Need section of the Local Plan

Regeneration

Skills Retention

Promotion of Business Growth (Economic Benefit)

Given the proximity of the site to Grimsby town centre, the Council has a moderate
risk appetite toward the project

Target Net Income 2025/26 = £0.1M

Day to day loan management is undertaken by the Economic Development team
Internal oversight is undertaken by Finance and Legal

Scrutiny is undertaken by Audit & Governance Committee

Borrowing for the loan is linked to the associated repayment cashflows (which
include a 1% uplift) so the associated risk on taxpayers reduces as the loan is repaid

The loan is secured by property assets (with a margin) which could be recovered if
the loan was defaulted upon.
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Stronger Economy: Stronger Communities.
Together we can be stronger.

Our Council Flan pledges to work with partners to invest in our people and our place.


https://www.nelincs.gov.uk/assets/uploads/2022/02/NELC-Council-Plan-a11y.pdf

MEDIUM TERM FINANCIAL PLAN 2025/26-2027/28
2025/26 | 2026/27 | 2027/28
| £000 | £000 [ £000
Revenue Support Grant 116400 11902 12128
Business Rates Retention 5992 H81568| K9 735
" Council Tax Income 77443 800680 82348
Med iu m_Te rm Cumulative ASC Precept 14704] 14.851| 14,926
Collection Fund - Council Tax 1,200 0 0
2 . I I Collection Fund - Business Hates 370 0 0
FlnanCIa P an New Homes Bonus 414 150 150
Improved Better Care Fund 9,942 10,240 10,547
Social Care Support Grant 20167 20772 21,395
Adult Social Care Market Sustainability and Improvement Funding 3411 3,889 4. 091
202 5/26 v Extended Producer Responsibility (pEPR.) 3,124 3,218 3.314
Recovery Grant 5432 5595 5763
. Children's Social Care Prevention 1,653 1,600 1,648
2027/8 ove Vi ew Domestic Abuse Safe Accommodation Grant 486 501 516
Employers NIC Increase Funding 1613 1,626 1,627
TOTAL FUNDING 207,491 212,561 218,187
Budget Envelopes 182 087 186773 191,020
(Other Budgets 20054 26625 30,024
TOTAL REVENUE SPEND 202,141 213,398| 221,044
Met Contributions to Earmarked Reserves 5,350 3,150 3,150
TOTAL BUDGET REQUIREMENT 207,491 216,548| 224,194
FUNDING SURPLUS | (GAP) 0| (3,987) (6,008)
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Stronger Economy: Stronger Communities.
Together we can be stronger.

Our Council Flan pledges to work with partners to invest in our people and our place.


https://www.nelincs.gov.uk/assets/uploads/2022/02/NELC-Council-Plan-a11y.pdf

Information to be included in the final report, once the budget
consultation has been finalised.

Budget Consultation
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Stronger Economy: Stronger Communities.
Together we can be stronger.

Our Council Flan pledges to work with partners to invest in our people and our place.


https://www.nelincs.gov.uk/assets/uploads/2022/02/NELC-Council-Plan-a11y.pdf

Prior to 2020/21 the Council was less reliant on Government grants as local businesses and residents
provided an increasing proportion of overall funding. However, since 2022/23 this proportion has since
started to reduce, as the amount of social care specific grants has grown alongside local taxation
revenue. We have seen a larger reduction in this proportion in 2025/26 due to the Governments funding
reform, which incorporates other factors, such as deprivation into the allocation model.

M Local Taxation as % of Total Funding
250

200

150

77% 72%

100 849 81% 81% 78%

84% 86%
50

Financial
Resilience -

0

208/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26
Total Funding Local Taxation

FU ndin The cost of living increased sharply across the UK during 2021 and 2022. The annual rate of inflation

g reached 11.1% in October 2022, a 41-year high, before easing in subsequent months. Despite this council
tax levels remain lower than if they had risen in line with inflation since 2009/10. We have seen a
cumulative increase in Council Tax of 42% since 2009/10. This compares to an increase in the consumer
price inflation (CPI) index of 45% since 2009.

Gap Between Inflation & Council Tax Increases (Including Adult

% Social Care Precept)
50

40
30
20
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Mid Year CPl === NELC CT Increase




The Council’s general fund balance is currently £8.3M. The general fund, as a percentage of net current
expenditure was 2.87% on the 2023/24 outturn.

The chart below demonstrates that the Council’s general reserves have remained roughly in line with the
unitary council average over the past six years, however the England average saw a large peak in general
reserve balances during 2021/22. This is due to the Covid, with a number of authorities carrying grant
funding forward in unallocated reserves.

General Fund as a % of Net Current Expenditure
5.5%

5.0%

Financial
Resilience -

Reserves

2.5%
2017/18 2018/19 2019/20 2020721 2021/22 2022/23 2023/24

====NELC ==@=FEngland Average  ==@==lJnitary Average

The general fund as a percentage of net current expenditure is in line with the unitary council average.
While our earmarked reserves are more volatile, and more limited in their application, the general fund
provides resilience at a time of reducing real terms funding for local government.

The adequacy of Council reserves is assessed formally on an annual basis, as part of the budget setting
process.




Total reserves are expected to decrease from 2024/25 onwards. There remains a risk that balances
may be insufficient to meet in-year pressures, resulting in use of General Fund balances.

Service specific reserves remain low and project a decrease over time and are largely fully

committed.
Council Reserves - Forecast Closing Balance

30.0

250 /\

- \\' el (General

1 1 S == Corporate
Financial =
Resilience — 100 _a—— —Total
[ @ @ |

Reserves 5

0.0 T T T T

2023/24 2024/25 2025/26 2026/27 2027/28

Planned top up of reserves in 2025/25 will provide additional resilience against specific risks and
support ongoing change programme.




Financial
Resilience -

Demand

According to ONS estimates, North East Lincolnshire's 2025 total population stands at 159,843, of which
36,138.50 (22.61%) are of pensionable age. ONS projections suggest that by 2043, 158,816 people will be
resident in North East Lincolnshire, of whom 43,859 (27.62%) will be of pensionable age. Indicating a
growth of 5.01 percentage points to the proportion of persons of pensionable age in the 19 years between
2024 and 2043.

At the end of the latest MTFP period, projections show the over 65s to reach 24.12%, and 7.26% for the
over 80s. The projections for NELC follow the same trend as both the Yorkshire and Humber and England,
however our % of older people within our area remains higher than average for both and the gap
continues to grow.

Population Projections for Over 63's
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Population Projections for Over 80s

12%
10%
8%
6%
4%
2%
0%

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043

==f==NELC Over 80's % =fli=Yorkshire & Humber Over 80's % England over 80's %




Children Looked After (CLA) numbers continue to place funding pressures on the Council. We have seen
numbers more than double between 2017 and 2023. However, through continued transformational
improvements we continue to see reductions in looked after of numbers. Our current number of looked
after children as or January 2025 is 440. This is a reduction of 135 since the previous reporting period.

The graph of CLA numbers per 10,000 resident under-18s shows the increasing gap between NELC and
our statistical neighbours slowly closing. The 2023/24 (last published) figures show that numbers have
reduced by 32, which is only 28 above our CiPFA nearest neighbours.

Looked After Children Numbers Over Time
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Stronger Economy: Stronger Communities.
Together we can be stronger.

Our Council Flan pledges to work with partners to invest in our people and our place.


https://www.nelincs.gov.uk/assets/uploads/2022/02/NELC-Council-Plan-a11y.pdf
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