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1.0 Recommendations

1.1 That the estimates of revenue income and expenditure for 2003/04 and 2004/05 for
the General Fund are considered and a level of income and expenditure approved.

1.2 Thatthe prop'osafs for revenue service 'de've!opmeﬂts for 2554!05 aré é:'énside'reci‘

1.3 That }i_he proposatls for new capital investment for 2004/05 are considered.

1.4 That the revised 3-year financial projection on the General Fund be noted.

1.5 That the financial position of the Council’'s Housing Revenue Account be noted.

1.6 That a level of Council Tax for 2004/05 be proposed.

1.7 That the information stemming from recommendations 1.1 to 1.6 be used as the
hasis for the budget consultation process.

2.0 Pumose of Reg&orﬁ

Mo
-

To detail the Council's overall financial position for the 2004/05 budget round, which

has been considered by the Service and Financial Planning Working Group on 15
December 2003 and 77 January 2004. Essentialiy, it builds on the projections and
financial strategy approved by this Committee in July 2003, which also reported the
budget out-turn position for 2002/03. The report covers the following:

W W A O S

The Councii’s annual financial settiement for 2004/05
The General Fund 3-vear financial projection
Risk Analysis

Council Tax levels

Proposals for revenue service improvements 2004/05
The Housing Revenue Account (HRA)



3.0

3.1

3.2

3.3

3.4

3.5

3.6

3.7

o Capital Resourses
a Prudential Borrowing

. Pmposais for new capital mvestmeni 2{}94/85

ﬁeta%!
The Council’s Annual Financial Settlement 2004/05

This Eé'én .a'hﬁu'ail statement that provides local authorities with the level of
Government funding for the next financial year. it is a crucial element for this Council
as it forms the main income stream for funﬁ ng Genei‘ai Fund services.

The Ong na? se’fﬁement recei veci i E\Eevember 205}3 md {:a‘%ced an increase f@r the
Council of 2.4% (the average for Districts across the Country) and equated to
approximately £113,000 per year. However, due to'a change in the method of -
providing subsidy for rent allowance and council tax benefit, the Council loses

approximately £128,500 per year, which gave a pot@nt ial reducise}n in grant of
£15,000 per vear. =

in add!’iarz the Council continues to be substantially below the Government's funding
formula, i.e. the Government's assessment of what the Council should receive to
provide an adequate level of service. For 2003/04, the Government had capped
increases in grant to protect those authorities that were worse off under the new
Government formula. This Council should have received an zncrease of around 25%,
but was capped at 12.5%.

Th;s dampanmg of grant has cant nued for 2004/05 Out of 24% Dasmct Counc is,
South Derbyshire has the 30" biggest shortfall in grant. Due to this and the overall
reduction in grant for 2004/05, the Council made representations to the Government
over its posstlon

On 10" December 2003, the Chancelior made his pre-budget speech in which he
indicated additional resources for local autherities of around £340m. This effectively
changed the original announcement and subsequently new figures were issued to all
Councils.

For South Derbyshire, the headiine increase was 6.1% (District average was 4%},
and equates to additional grant of approximately £280,000 per year in total.
However, after allowing for the reduction in benefit subsidy (£128,500), the overali
increase is £161,500 (3.1%). However, the Council is still substantially underfunded
compared to the Govemmen% s formuia by approxxmateiy £42m.

These latest figuras have been built into the Council's fmanafa?pré;ecf on. However,
it should be noted that these figures are still provisional as they are subject to
consuitation. This period ends on the o January 2004.



 General Fund 3-year Financial Projection

3.8 This is detailed in Appendix 1 and summarised in the table below. This does not
take into account any resources that still may be allocated to meet new spending

3.9

3.10

3.11

312

3.13

demands. .
2003/04 | 2004/05 | 2005/06 | 2006/07

DETAIL £ £ £ g
Net Revenue Spen;ding - 18,070,205 8,710,945 | 9,457,442 10,025,438
Less Financing D A
Government Grants 5,188,325 5,022,461 1 5,122,810 5,225,368
Council Tax 3,432,200 3,681,276 . 3,898,600 | ' 4,151,563
From Earmarked Resawes 35%,360_ 65,940 53,137 54 896
Gross DeficitSurplus () |~ 79311|  -58732| 382795| - 53,500

- Projected Baianceg 2,389,624 2,448,356 | 2,085,561 | 1,472,052

The Council’'s overall financial position on its General Fund continues to stay fairly
healthy, with projected balances (before any new spending is approved) well above
the level of £1/2m approved as'part of the Council’s financial strategy. This'is mainly
due 1o increases in income from Planning and Building Regulation Fees, fogether
with bank interest being earned on the Council's “set-aside” capital receipts.

In addition, the Council no longer needs to provide for the *Commutation Adjustment”
as the Government has relaxed the requirement to meet future costs associated with
this issue. The previous 3-year projection approved by the Council in July 2003 had
planned to contribute around £575,000 into an earmarked reserve. This is no longer
required. R : . o

The increase in resources has allowed some additional spending to be
accemmod_ated within the above projection. For example:

b A provision for further increases in contributions to the County Council's Pension
Fund, based on an interim valuation.

o Additional costs associated with the Local Pian Inquiry in 2003/2004.
o The phasihg in of increases in Members’ Allowances over this planning period.

In addition, the projection also takes into account some contingencies, mainly ralating
to & fall in income (from current levels) in the last 2 years of this planning period. The
projection allows for increases in Council Tax of 4.5% in the 3 years 2004-2007.

The other policy committees (including a separate report to this Commitiee} have

considered in detail the probable out-turn for 2003/04 and base budget for 2004/05.
Appendix 2 provides a summary of the main changes to the projection from that
approved in July 2003.



3.14 Whaisﬁ the curmnt 3- year pmJect on remams heattﬁy the pasmon in the §onger term |
gives cause for concern. There are still underlying budget pressures as evsdenced
by the forecasteci budget def" csts in 265}6 and 20()?

3. 15 The ex’{ent of the deficit is increasi ng each yea{ as pro;ected spendmg is nsmg at a
faster rate than projected income. in the medium ferm, action will need to be taken o
~address this position to reduce the impact on fimited Counczi reserves.

Risk Anaiysis

3.16 There is a range of factors that will have an impact on the above projection and these
are considered in the table below, alongside proposed action io add{esa "ahase

f;nancza% nsks

Risk

Action

Insurance Costs — these have risen

continue fo rise and/or claims do no‘i
| improve, this could place an
increased burden on budgets.

| sharply over the last 2 years. [f these -

Projection reflects increased insurance
costs. Insurers working with Council's
Risk Management Group to reducs
claims. Re-tendering the current
insurance contract is being considered as
an option.

Pension Costs — indications suggest -
a significant increase in employer.
ccntﬂbunons from: the neﬁ Vaiua’zion

: 20{}5/06

A.contingency has been built into the

projections based on an interim valuation
1 of the Pension Fund. Actual costs will

now depend on perfarmance af the Fund

| over the next year.

income Projections — especially . -
planning fees and bank deposit =

{ .can fluctuate with the state of the
aconomy and house building in
general. This can be beyond Ehe
Council's control. :

income — planning fees in particular

Costs difficult to assess. General

| reserves maintained at a higher level io

provide a more realistic cushion and -

projections assume a reduction’in income

by 2006/07 compared fo current levels.

Affordability of underlying service
pressures — for example in refuse
coliection, recycling and other
national targets.

General reserves being maintained at a
nigher ievel to provide a realistic cushion.
in addition a key milestone Tor 2004/05 1o
meet a key aim of the Council is to extend
the current “scoring system” to existing
services. This tool to be used as a means
of mapping out a plan for repricritising
council spending fo ensure that it mests
the changing needs of local residents and
regional and national priorities.

Loss of Government Grant — naw
census data from 2001 likely fo be
fed into Government's formula from
2005/06. Census figure for the
Council lower than the current
population estimate used in the
formula.

Effect very uncertain, as it will depend on
how the formula works relative to ather
authorities. Should continue to make
representations (along with family group)
to the Government concerning the
apparent shorfall in current funding under
the Government’s formula.




3.17

3.18

3.19

3.20

3.21

| Programmed fuﬂdmg sncreasmgiy 1 General reserves being maintained at a

' Although Government graﬂ;ﬁ.nthese '

1 {erm.

being used by the Government fo -~ | higher level to provide a realistic cushion.
fund certain areas such as Piannmg, Should be monitored on a regular basis.
Benefits and Crime & Disorder. o S R AT T e

areas has been used for more “one- |
off” spending, additional staff likely to
be employed on an on-going basis.
Question over the continuation of
Government suppor‘i in the Ee}nger B

Council Tax Levels

As stated earlier, the projection builds in increases of 4.5% per year for the next 3
years to 2006/07. It should be noted that the tax base and surplus or deficit on the
Council’'s Collection Fund that are included in the projection for 2004/05, stili need to
be approved by Councii on 22™ January 2004. Although these may weii vary tney
shouid not have any segnlﬂcant effect on the Overa%i pos:tson -

in prowdmg the addmaﬂai resources on 10"%‘ December a Gavemmeﬂ% statement

made it clear that they expected to see council tax increases "in low single figures.”
In addition, they reiterated their intention to use thei ir powers to cap ncreases for

mdw;duai author;hes ;f they felt this was necessary

in the last 2 years ‘the Councsl has set reiatavefy Eow increases (3 8% and 3. 5%}
Based on a 4.5% increase in 2004/05, 3-year balances are projected at '
approximately £1,472,000 as at 31* March 2007.

Proposals for Revenue Service Improvements 2&84!05_

The new spending proposals submitted by Divisional Managers are summarised in
Appendix 3. These were scored against criteria approved by this Committee and
members have previously received full details of all bids submitted. The Service and
Financial Planning Working Group were due to meet on 77 January 2004 fo discuss
these proposals and an update will be provided at the meeting.

The Housing Revenue Account (HRA)
This has been considered in detail by the Housing and Community Services

Committee, including the increase in the level of councit house rents for 2004/05,
The financial projection is summarised in Appendix 4.

3.22 To satisfy the work programme required for the Siock Options Review, a financial

3.23

forecast has been made to 2010; i.e. the Government's target date for achieving the
Decent Homes Standard. This shows that the HRA will fali into deficit from 2006/07,
this deficit increasing year on year to 2008/10.

Due to the current level of HRA balances, this deficit can be sustained until 2008/09,
after which the level of balances wili fall to just above the minimum level of £1/2m. By

Pl Wl P

2G09/10, the HRA will have an accumulated deficit of around £267,000.

3.24 As previous HRA reports have highlighted, this is due fo the continuing reduction in

the HRA’s income base, i.e. rents (& combination of iower rents overall due io rent



' restructurmg together wsth councsi house sates) and houssng subsmy agam due to
: councai house saies rec:%uc ng Govemmen*z subsedy S :

3.25

3.26

Some fu riher‘ anal ysss espec;ai?y around Sensmvsty, is ba ﬂg under&akeﬂ for the
Stock Options Review. In addzt ion, the Housing and Community Services Committee
considered the main financial risks associ ated wr%h ‘me pm;ectmn L

Hausmg repairs spend in particular, continues ‘io be rﬂvsewed as thisis perhaps the
main area of cost where there may be some degree of flexibility and control. There
may also be potential for using capital resources to finance some of the projected
repairs expenditure. However, this could have an impact on the level of resources for
other capital investment elsswhere in the Council.

3.27 The base estimates make no provision for any service improvements overthe 2004

3.28

3.25

3.30

3.31

3.33

3.34

to 2010 planning period. Any growth in service provision during this per'od could
resuit in the HRA falli ng be!ow its minimum ieve% of baiances much ear ier. -

En essence the Counc;i wxEE neeﬁ ’{o take some tough decss:ons to dec;de whether it

~can achieve savings of £767,000 over the next 8 years {i.e.'to offset the deficit of

£267,000 and maintain a minimum balance of £0.5m). Effectively, this will require
savings of approximately £130,000 to be achieved in each of the next 6 years before
tak:ng mto account any add;’nonaé savings to fmance service mpmvemen{s '

As agreed by Housmg and Commumty Semces Commiﬁee recent!y there is aiscs a
need to drive forward performance improvement and there is a limit to what can be
achieved with current staffing levels without these service developments. inevitably
there is a balance between any service deveicapmem and aﬁorcfab:i;ty, .wh:ch
members will need {o consider. . R :

Capital Resources

As reported to this Committes in October 2003, with effect from 1 April 2004,
Government funding in the form of “Credit Approvais” to support local authority
borrowing will cease to exist. In accordance with the Government’s new Prudential
System, counciis will be free to borrow money within a pre-determined local limit, as
long as they can demonstrate that the interest charges associated with it are
affordable and sustainable in the medium to longer term.

The Government is continuing to support new capital investment. However, the
Counctl will probably need 1o continue to finance most of its new capital investment
from its own resources generated from asset sales (mainly council houses and land).
In addition, the Council is also relying more heavily on partnership funding.

in the fast 2 {o 3 years, asset sales have been fairly significant, and the Council has
not vet commitied all of its useable receipts from previous years, in addifion, the
Council has generated a relatively significant amount this year, mamty ihrough
Councit House sales.

However, in accordance with Government regulations, the Council is only allowed to
spend 25% from the sale proceeds of housing assets, the remaining 75% has to be
set-aside for debt repayment; 100% of the proceeds from non-housing assets can be
re-invested.

Furthermore, with effect from April 2004, these set aside amounis will be pald direct
o the Government. All receipts will then be pooled nationaily and redistribuied



based on regional strategies. Certain receipts, for example sales of morigage
portiolios, empty properties and unused land, are not Su bject 1o pooling if they are
reinvested in Regeneratmn or A‘forﬁabie Housmg KPR

3.35 Given this, the Councaé can expect o have ihe fol Eow rsg resources available to
finance new capital investment from 2004/2005.

TE000 .

Govemme'ﬂ’{ Allocation — Single Capital Pot 534
Useable Capital Receipts 2,225
Total Resources 2,758
Less Appraved ﬁamm!iments - e '
Prsvaie Sectc}s' Renewai Gran’ss 2084/05 R ' 550 -
Contribution to Maurice Lea Memorial Park 137
Potential Contribution to Etwall Leisure Centre 250
Geographical Survey in Gresley Cemetery 2004/05 - 4 "~ 10|
Renovation of Cemeieries (4-year programme to 2086/0?)) 75
Repayment of Covenants 2004/05 = 470
Resources now Available | 1,267

3.36 The Council has complete freedom in how it uses these resources. However, they
are finite and once used, there is no guarantse that they will be replenished in the
future. In addition, the following shouEd be noted:

@ This does not take into ascount any {ecelpts that are lkeEy to be generated in
-2&04!05 e _ :

o Adduiionai Govemment fundmg for Disabl ed Faci :ty Grants not yet known

o The Council has previously approved further annual allocations for Private Sector
Renewal Grants of £550,000 to 2007/08 depending on available resources.

o Repayment of Covenants will continue to 2008/10 at the rate of around £1/2m per
year. This is not avoidabie,

u Fuiure Government support not easy {o predict due to pooling of capital receipts
and resource allocation via Regional Boards.

Major Repairs Allowance (MRA)

3.37 in addition o the above resources, the Council also receives the MRA, which is the
main capital allocation provided by the Government {o finance capital investment in
council housing. It is caiculated on a formula basis that reflects the age and condition
of a Council's housing stock. It is effectively paid as a fixed amount per property.

3.38 The Government want to see these resources invested in the stock to help Council’s
meet the Decent Homes Targets in 2004 and 2010. The Council's aliocation over the
next 3 years is expected to be as follows:



- 1-2003/04 (Actualy - | £1.90m |
12004/05 (Provisional} | £1.87m |-
2005/06 (Projected) | £1.85m
2006/07 {Projected) £1.84m

3.38 The Coungil has been utilising this funding mainly for major refurbishment’s {kifchens

and bathrooms) together with window and central heating repiacements. The yearly
programme is set and monitored by the Housing and Community Services .
Committee. _ BRI S S ey

Prudential Borrowing

3.39 As highiighiﬁed earlier, the Council is now free to borrow 'ménéy M’Ehin a giréi -

3.40

3.41

3.41

4.0

4.1

5.0

5.1

6.1

7.0

7.1

determined local limit, as long as it can demonstrate that the interest charges and
debt repayment associated with it are affordable and sustainable in the medium fo
longer term. ST e e T

The local limit will be based on a measure of the Council's overall indebtedness (net
value of its fixed assets, less debt and other long-term liabilities). It is fikely to be
around £18.8m (based on figures contained in the 2002/03 statement of accounts).

However, it is not the limit in itself that is critical, but rather the affordability of the
resultant debt charges. For illustration and using current interest rates, every
£100,000 borrowed would incur annual interest charges of around £5,000, plus

-principal repayments depending on the type and term of the loan. The term of the

loan should be determined by the period from which benefits are likely to accrue.
New Capital Investment Pmpdsais 2004/05

The new spending proposals submitted by Divisional Managers are summarised in
Appendix 5. These were scored against criteria approved by this Committee and
members have previously received full details of all bids submitted. The Service and

Financial Planning Working Group were due to meet on 7™ January 2004 to discuss
these proposals and an update will be provided at the meeting. '

Financial mplications

As detailed in the report

Cornorate Implications

As detailed in the report

Community impilications

As detailed Eﬁ ihe report

Conclusions

The Committee is requested to consider carefully the income and expenditure
proposals (including proposed new spending) for the Council in the light of its overall

financial position, and to approve a set of proposals to be used as the basis for
budget consultation



8.0 Backaround Papers

o The Local Gevernment Finance Settlement (and associated papers) 2004/05

u Housing Subsidy Determination (and associated papers) 2004/05

o Budget Out-turn 2002/03, Financial Strategy and Updated Financial Projections fo
2005/06 (as reported to Finance & Management Committee 24" July 2003}
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 APPENDIX 2

" General Fund - Changes to 3~Yea{r Pmie&:ﬁéu

(4 years 2003/04 Probable to 2006/07 Projection)

: Pro;ected Baiances {m Jufy ’?{}{}3) @ 3 I /03/06

:' Additional Cﬂsﬁs (tﬁ 2803/06} :
' New Spendmg approved in JLly .

Frovision for Pension increase in 2005/06 L
Addmonzﬂ costs of Local Piaﬁ Inqun’y (03/{}4 oniy) -
Inereased Audit Fees .

Increase i Members' Aﬂowanses

Reduction in Debt Charges rscharged to HRA

General Fund Sabmdy for Rent Rebates (from 05/06)
Provision for Interim Local Plan . -

Verification I‘ramf*work (Funded by Beneﬁt Granf)
Provision for Annual Regradings

Provision for on~going costs of new Capital Projects

Additional Income (to 2005/06)

Planning & Buiiding.Reés Fees

Bank Deposﬁ Income .

- Increase in Govemment Grant (compared t@ }u}y mrecast}
Housing Benefit Admin Grant (incl 03/04)

Increase in Tax Base and Tax Collection

Add - No g‘equiremént to provide for Commautation
Total - Favourable Variances

Add - Other Variances (Net)

Iess - Projected Deficit 2006/07

'-_i’mje_cied Balances @ 31st Mfaréh 2007 :

£ £ £

840,500

121,550
186,000
100,000

67,000
257,500

231,250

24,000
130,000
80,000
20,000
50,000 o

1,167,300

456,000

703,500

40,000

566,250

45,000

1,810,750
574,500
2,385,250
7,050

563,500

11,472,000
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ANNEXE ‘B’
PROPOSALS OF THE SERVECE & FENANGQAL PLANMNG WORKENG GRQUP .

. As stated in Paragraphs 3.20 and 3.41 of the main repart this group met on 7”‘
January 2004, to discuss proposals for revenue service improvements and new capital

investment.

Generai-?und.ﬁe?ééué Accéanf |

z To maintain balances at the end of the 3-year fo;'écasﬁng period (2006/07) of

£700,000 to £750,000.

o Against this, additional new spending is proposed, as follows:

3-year SR
Proposal Costto  Comment
_ . SDDC TR
Recruitment and Retention 200,000 | As recommended by the
L ' - -+ Recruitment and F{etent ion
' | Panel)
increased Refuse Collection to meet 275,000
District Growth and extending the R
Compost Scheme
General Fund effect of proposed Housing 60,000 | As reported to this Commifiee
Services Restructure on 11" December 2003
Provision for Property Mainienance 50,000 o
L3P and Preparation of Community 70,000 | Total cost £180,000, but
Strategy. o ;nciude a Prsnc:pai Pohcy ' - £110,000 partnershﬁp fundmg
Officer | expected
Crime and Disorder Audit & Strategy 5,000 | 2004/05 oniy
Destination Management System 12,300
{Tourism)
Anti Social Behavior Officer (o include a 30,000
Neighborhood Wardens Feasibility Study
in 2004/05)
Community Drugs Officer 14,500
Youth Engagement through Sport (to 35,000
_include SportsBreak project in 2004/05)
National Forest Tourism Partnership 8,300
Literature
Liberation Day 1,000 | 2004/05 only
Community Parinership Officer 26,500
exira Licenses for Flare System 5,600
Total — 3-year Estimated Cost to SDDC | 795,200




2. Eﬁect on Genem% Baiances R |
These propssais wsu%d reduce baiances at 3153 Mamh 208? %0 £?4ﬂ 555}

In addition, a report elsewhere on this Agenda concerning the sale of some council
property (although generating a capital receipt) would reduce Council rental income by
£11,000 per vear {£33,000 over the 3-year forecasting penod} Th s wou d feéuce the
above figure to £707,550 at 315 March 2007. -

This is based on a projection for Council Tax increases of 5%

3. Planning Delivery Grant

It is anticipated that the Council will continue fo receive this Government G rant fm the
next 3 years (estimated at £100,000 per year - £300,000 over the 3-year planning
period). If is proposed that these resources are reinvested in developing the Planning
Service and that the Environmental and Development Services Committee atiocate
thesé resources once the granr has been finalised.

it is expected that the grant we%i fﬁnd devel opment proposais in pamcutar for add:t:ona%
staffmg and 1.7, investment. : :

4. Developments to the Licensing Service

t is proposed that additional expenditure in taking on Liguor Licensing, i.e. the
Ltcemsng Enf{}rcemﬂnt Officer (£76,500 over 3 years) and a Licensing Team Ass stant
(£58,400 over 3 years;) be funded from fees and charges levied fer grantmg licenses.
This will need to be kept under review. . _

b



' 5. Capital Investment

It is proposed that in accordance with previous practice, that approximately £300,000 to
£400,000 of new invesiment is released from 2004/05.

Against this, additional new spending is proposed, as follows

Cost io
Proposal SBDC | Comment
(E) |
Disability Access improvements 100,000 | To kick-start the programme
by addressing the highest
priorify works.
Burglary Prevention Project 24,000
Provision of Artificial Turf Pifch (Pingle 12,250
School)
Community Partnerships Scheme 150,000
Development of Coton Park Community 30,000
Facility
Additional resources for Housing 10,000
Condition & Energy Saving Survey
Rosliston Bungalow — Window 8,000 | Based on an updated
Replacements guotation
Modernising Play Sites 60,000 | To f&pd works ai upto 2 sites
Total ~ Estimated Cost to SDDC | 385250

This would leave potential resources of around £872,000 to mest future commitments
and for future capital investment.

§. Other lssues

The Working Group were keen to see that the commitment contained as an action in
the Council's Corporate Plan to review existing services against the “scoring system”
be undertaken during the early part of 2004/05.

The Working Group also confirmed that they wished o maintain the commuiation
reserve at its current level and would review any use of this reserve in accordance with
the overall financial strategy of the council.

Led






