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COUNCIL
AGENDA
WEDNESDAY 3 FEBRUARY 2016 AT 1000

Item No. Page
No.(s)

PART 1 - OPEN ITEMS

1. Apologies for Absence

2. Urgent Items of Business

To note any urgent items of business which
the Chairman has consented to being
considered under the provisions of Section
100(B)4(b) of the Local Government Act

1972

3. Declarations of Interest

Members should declare the existence and
nature of any Disclosable Pecuniary Interest
and Non Statutory Interest as defined by the
Members’ Code of Conduct in respect of:-

a) any business on the agenda

b) any additional urgent items to be
considered

c) any matters arising out of the business
of those items

and withdraw from the meeting at the relevant
time, if appropriate.

4. Questions

(@)  Questions submitted by the Public None
pursuant to Rule 4.1.10 of the Council
Procedure Rules.

(b) Questions submitted by Members None
pursuant to Rule 4.1.10 of the Council
Procedure Rules.



Reports on special urgency decisions

In any event the Leader will submit reports to
the Council on the Executive decisions taken
in the circumstances set out in Rule 16
(special urgency) in the preceding three
months. The report will include the number of
decisions so taken and a summary of the
matters in respect of which those decisions
were taken.

Minutes of Last Meeting

To approve and the Chairman to sign the
minutes of the Council meeting held 6 January
2016.

Minute Book

Members may put questions for clarification in
respect of the minutes contained within the
latest Minute Book dated 3 February 2016.

Recommended ltems

(a) Standards Committee, 7 January 2016

Public Space Protection Orders
Recommendations on page 7

(b) Executive, 1 February 2016

Medium Term Financial Plan
Recommendations to Executive on pages
18/19. Minute extract from Executive is to
follow.

(c) Licensing Committee

Consideration of representations regarding
the proposed amendments to fees for
Hackney Carriages, Private Hire Vehicles and
Private Hire Operators

Recommendations on page 67

Treasury Management Strategy 2016/17 to
2018/19

None

See Minute
Book

Enclosed

9-63

64-67

Report to
Follow



10.

11.

12.

13.

HS2 Update
Presentation from Freda Jesudason, HS2
Project Team

Chairman’s Announcements

To receive any announcements that the Chair
of the Council may desire to lay before the
meeting.

Part 2 — Exempt ltems

The Local Government (Access to

Information) Act 1985, Local Government Act
1972, Part 1, Schedule 12a

Legal Services restructure
Recommendations on page 70

68-86



Agenda ltem No 8(a)

Bolsover District Council

Council

3rd February 2016

Public Space Protection Orders

Report of the Assistant Director Governance

This report is public

Purpose of the Report

To ask Council to amend the Council’s delegation scheme within the Constitution to
enable the Chief Executive Officer to decide whether Public Space Protection
Orders may be made.

Report Details

On the 7™ September 2015 the Cabinet resolved to make a Public Space Protection
Order (PSPO) under section 59 of the Anti-social Behaviour Crime and Policing Act
2014 (the Act). The Executive also resolved to include a delegation to the Chief
Executive Officer relating to the determination of Public Spaces Protection Orders in
the Delegation Scheme when it is next reviewed.

On the 7" January 2015 Standards Committee resolved to recommend to Council
that:

(1) the Officer Delegation Scheme is amended to enable the Chief Executive Officer to
authorise the making of Public Space Protection Orders under Part 4 of the Anti-
social Behaviour, Crime and Policing Act 2014 in consultation with the Leader or
Deputy Leader of the Council and the relevant ward Members and incur necessary
expenditure to create, manage or revoke Public Space Protection Orders; and

(2) Paragraph 10.26 of the existing Scheme of Delegation for Officers (authorisation of
alcohol exclusion zones) be removed.

In order to make a decision Council will require a brief background to the new
powers which were introduced by the Act.

PSPOs are orders that impose conditions on an area in order to address a
particular problem that is or is likely become detrimental to the local community's
quality of life. They replace powers to make Dog Control Orders (the power to place
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restriction on dogs and their owners), Designated Public Place Orders (the power to
restrict drinking in public spaces) and Gating Orders ( the power to restrict access
to public highways). The new power is far wider than the powers that it replaces
and can potentially be used to control any anti-social activity. For example the
recently made Shirebrook and Langwith Junction PSPO has the following
restrictions:

No consumption of alcohol

No unsealed vessels containing alcohol

No urinating

No littering

Not to congregate in groups of two of more persons within the alleyways which lead
to Shirebrook Market Place,

Not all of these restrictions could have been imposed by the old powers.

Due to their broad nature and versatility the new powers are akin to byelaws,
however they are far less bureaucratic than both bye law procedure and the powers
they replace.

There are a number of legal requirements that need to be satisfied. Section 59 of
the Act requires that before a local authority makes a PSPO it must be satisfied on
reasonable grounds that two conditions are met. The first condition is that either: (a)
activities carried on in a public place within the authority’s area have had a
detrimental effect on the quality of life of those in the locality, or (b) it is likely that
activities will be carried on in a public place within that area and that they will have
such an effect. The second condition is that the effect, or likely effect, of the
activities: (a) is, or is likely to be, of a persistent or continuing nature, (b) is, or is
likely to be, such as to make the activities unreasonable, and (c) justifies the
restrictions by the notice.

Orders last for 3 years however they may be extended.

A breach of an order is a criminal offence and could result in a fixed penalty notice
of up to £100 or on conviction a fine of £1000.

In addition due to the affect these orders will have on an area, officers consider that
the Chief Executive Officer should first consult with the Leader or Deputy Leader
before making a decision. Further in order to be effective there should be the power
to incur costs of making, managing and revoking the order. The recommendation
below reflects this.

Also the Chief Executive officer currently has power to make alcohol exclusions

zones. As alcohol exclusion zones (designated public place orders) have been
superseded by PSPOs this power should be removed from the delegation scheme.

Conclusions and Reasons for Recommendation

The Executive and Standards Committee are satisfied that the decision to make a
PSPO can be made by an individual as opposed to the Cabinet. By granting the
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5.1

5.2

5.3

power to the Chief Executive Officer the decision making process is simplified. The
Executive recommended that any decision be made in consultation with the Leader
or Deputy Leader. Standards Committee also recommends that the relevant ward
Members be consulted.

Consultation and Equality Impact

Not applicable

Alternative Options and Reasons for Rejection

For the Executive to continue to determine whether to make PSPOs. The Executive
and Standards Committee are satisfied that such decisions can be made by the
Chief Executive Officer.

Implications

Finance and Risk Implications

None

Legal Implications including Data Protection

As contained in the report

Human Resources Implications

None

Recommendations

That Council resolve that:

(1) the Officer Delegation Scheme is amended to enable the Chief Executive Officer to

authorise the making of Public Space Protection Orders under Part 4 of the Anti-
social Behaviour, Crime and Policing Act 2014 in consultation with the Leader or
Deputy Leader of the Council and the relevant ward Members and incur necessary
expenditure to create, manage or revoke Public Space Protection Orders;

(2) Paragraph 10.26 of the existing Scheme of Delegation for Officers (authorisation of

alcohol exclusion zones) be removed.

Decision Information

Is the decision a Key Decision? No
(A Key Decision is one which
results in income or expenditure to
the Council of £50,000 or more or
which has a significant impact on




two or more District wards)

District Wards Affected

Links to Corporate Plan priorities
or Policy Framework

8 Document Information

Appendix No | Title

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)

Report Author Contact Number

Jim Fieldsend, Senior Principal Solicitor

01246 242472

Report Reference —



Agenda ltem No 8b

Bolsover District Council

Executive

1st February 2016

Medium Term Financial Plan 2016/17 to 2018/19

Report of Councillor Ann Syrett, Leader of the Council

Purpose of the Report

1.

To secure the approval of Council to the proposed budget in respect of 2016/17
as part of a consideration of the Council’s Medium Term Financial Plan covering
the years 2016/17 to 2018/19.

To provide Elected Members with an overview of the Council’s financial position
in order to inform the decision making process.

Report Details

Introduction

This report presents the following budgets and financial plans for Executive to
consider:

e General Fund Revenue account which is attached as Appendix 1 to this
report.

e Housing Revenue Account (HRA) account which is attached as Appendix 2
to this report.

e Capital Programme which is attached as Appendix 3 to this report.

Once Executive has considered the position as set out within this report and the
associated appendices then any recommendations made by Executive will be
referred to the Council meeting of 3rd February 2016 in order to secure
agreement to the Council’s budget in respect of the 2016/17 financial year. It
should be noted that the report has previously been considered by both the
Budget Scrutiny Committee at its meeting of 21st January 2016 and by the Audit
Committee at its meeting on 18" January 2016.




While all of the above accounts are detailed separately within the report it is
important that Executive gives appropriate consideration to the Council’s overall
financial position which encompasses the three separate accounts as outlined
within this report and to the range of services that it is planned to deliver to local
residents. In addition to the consideration of the above three reports Council at its
meeting of 3rd February 2016 will also be requested to consider the Council’s
proposed Treasury Management Strategy which links the above three accounts
into the Borrowing and Investment strategy. This helps to ensure that the
Council’s financial plans are affordable, prudent and sustainable.

While this report is predominantly concerned with financial issues it needs to be
recognised that the Council’s financial plans are part of a wider service planning
framework incorporating both service plans together with the range of related
Council strategies and policies. This framework helps ensure that the available
resources are targeted at securing agreed Council priorities.

Within the reports which follow in respect of each of the Council’s main accounts
there are a number of common features. In particular financial projections are
provided with regard to the following:

e 2015/16 Estimated Outturn Position
This is the current year budget revised to reflect changes which have
taken place or which it is anticipated will take place during the remainder
of this financial year. It will therefore provide a more accurate indication of
the likely outturn position than the original budget in respect of the current
financial year.

e 2016/17 Original Budget
This is the proposed budget for the next financial year commencing
April 2016 which Council will consider for approval at its meeting on 3"
February 2016.

181

e 2017/18 and 2018/19 Financial Plan

In accordance with good practice the Council agrees its annual budgets
within the context of a Medium Term Financial Plan (MTFP) which
includes financial projections in respect of the next three financial years.
This approach provides the Council with a longer planning horizon over
which to develop service plans and to ensure that its underlying level of
expenditure remains in line with its underlying level of resources. Effective
multi-year planning is particularly important in the current climate given
that the Autumn Spending Review and other Central Government
announcements are based upon plans which incorporate significant year
on year expenditure reductions for local government.

Robustness of the Estimates

Under the provisions of the Local Government Act 2003 the Council's Section
151 Officer is required to comment on the robustness of the estimates made and
also on the adequacy of the proposed financial reserves. The Council’'s S151
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Officer (the Executive Director Operations) is satisfied that the methodology
adopted to calculate the estimates is robust, and provides Members with reliable
information on which to base their decisions. Likewise, the S151 Officer is
satisfied that the proposed level of reserves, are adequate to cover the issues
and potential risks which face the Council. The adequacy of the current level of
reserves is considered in Appendix 1 in relation to the General Fund, in Appendix
2 in relation to the HRA, and in Appendix 3 in relation to the Capital Programme.

In arriving at the assessment that the methodology adopted is robust the Chief
Financial Officer is satisfied that the policies upon which the estimates are based
are reasonable, and that these policies have been applied consistently across the
Council’s activities. The approach that has been adopted has taken account of
the following:

e The Council's actual expenditure and income both in the previous financial
year (2014/15) and to date in the current financial year as at the end of
September 2015. The views of cost centre managers concerning the level of
expenditure which will be incurred during the remainder of the 2015/16
financial year have also been taken into account. Where necessary these
figures have been validated by considering the incidence of income and
expenditure up to the end of December 2015. This process has enabled a
robust Estimated Outturn to be prepared in respect of the current financial
year (2015/16), which has formed the basis for the 2016/17 Budget and the
financial forecasts in respect of 2017/18 and 2018/19.

e With regard to estimates included within this report these have been
developed with and agreed by the responsible cost centre managers who
have the primary responsibility for managing them during the course of the
financial year. This process has helped to ensure that agreed service
developments, potential cost increases and changes in the level of demand
for services, etc. have been taken into account. While the Chief Financial
Officer is satisfied that the budgets which have been agreed are robust it
does need to be recognised that with the agreement of cost centre managers
non-employee related expenditure heads have been minimised and will need
to be carefully managed if the Council is to operate within its approved
budgets. This increases the risk of an overspend developing during the year
as there is reduced capacity to manage unforeseen items of expenditure.
This increased level of financial risk is taken into account in the Financial
Risk Register which has been developed in respect of each of the three main
accounts of the Council.

e The Accountancy Section have co-ordinated the preparation of the budget,
and have ensured that all estimates are reasonable and have been
developed in a consistent fashion. While the budgets that have been agreed
are challenging and will need to be reviewed in the light of changing
circumstances and priorities over the three year period of the Medium Term
Financial Plan the Chief Financial Officer is satisfied that they constitute a
firm foundation on which to base the Council’s financial management.
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2.

Conclusions and Reasons for Recommendations

This report presents a budget for consideration by Executive and Council. It seeks
to ensure approval to budgets in respect of the General Fund, the Housing
Revenue Account and the Capital Programme which are fully funded within the
year and therefore meet the Council’s legal obligation to agree a balanced
budget.

Consultation and Equality Impact

Consultation

Given that this budget report is based on the assumption that in overall terms
existing levels of service will continue to be delivered by the current staffing
establishment then there is no requirement for an extensive consultation process
to be undertaken. A specific meeting to consult on the impact of the proposed
budget on the local business and commercial sector was held on the 25"
January. The outcome of this meeting will be reported verbally at Executive and
at the meeting of Council on the 3" February.

The Council is required to consult with stakeholders on the proposed budget.
This consultation which is part of the Council’s service planning framework has
effectively been taking place throughout the financial year. These mechanisms
which include active participation in the Local Strategic Partnership, a range of
meetings with local groups and associations and a performance management
framework which actively considers customer comments and complaints helps
ensure that the Council remains responsive to local residents. These meetings
help to inform the Council’s understanding of the expectations of our local
communities. In addition the budget process has also sought to ensure that the
knowledge of Members in their role as Community Champions has been used to
inform the service development process.

It should be noted that the budget process itself does not propose any significant
change or amendment in the level of services provided to local residents, or any
significant change to staffing structures or ways of working. Where significant
change is planned this is subject to an appropriate consultation process - as set
out in the Organisational Review Policy - concerning the specific proposal under
consideration. The outcome of these consultation processes are reported back to
Executive or Council for consideration as part of the decision making process.

In terms of internal consultation on the budget consideration of a draft version of
this report has been undertaken by both the Budget Scrutiny Committee at its
meeting on 21st January and by the Audit Committee on the 18" January. The
main themes of the report have also been discussed at the monthly meetings
between trade union representatives and management.

12



Equality Impact.

4.1

5.1

Equalities issues are covered in the Service Plans which are linked to the
resources allocated by the budgets recommended for approval within the
Medium Term Financial Plan.

Alternative Options and Reasons for Rejection

Alternative options are considered throughout the report.

Implications

Finance and Risk Implications

These are covered throughout the report and associated Appendices but may
be summarised as follows:

General Fund

Estimated Outturn 2015/16:

The Council set the original budget for 2015/16 on the basis that it was
necessary to secure £0.350m of savings. Due to a variety of factors including
a reduction in debt charges (£0.6m), an improvement in non domestic rates
income (£0.2m), net reduction in general expenditure combined with the ability
to charge certain Invest to Save costs against the Transformation Reserve that
position has been managed to one where there is a currently anticipated
surplus of £1.317m. This is a significant achievement and provides the Council
with a firm basis to address its forecast financial position over the period of the
Medium Term Financial Plan. These underspends will be transferred to the
Transformation Reserve where they will be available to support agreed
priorities in future financial years.

Original Budget 2016/17:

The budget in respect of 2016/17 currently shows a shortfall of £57k. As part
of the Council’'s longer terms plans to reduce expenditure in line with the
reducing resource base officers are of the view that these financial savings will
be secured during the course of next financial year. With respect to the
element of Revenue Support Grant arising from the former Efficiency Grant
(£0.843m) it is proposed that this be transferred to the Transformation
Reserve. This will help maintain the momentum on the growth and
transformation agenda and crucially will put the Council in a better position to
secure the projected financial savings of £1.4m which it is anticipated will be
necessary by 2018/19. By allocating the Efficiency Grant to the Transformation
Reserve the Council will also be putting itself in a better position to manage
the impact of ongoing Central Government austerity measures over the period
of the current parliament. Managing our expenditure down over a period of

13



time is the approach most likely to protect the quality of services to local
residents. Given the Council’s performance over the previous four financial
years the efficiency target of £0.057m should be readily achievable. The
minimal level of savings required in respect of next year reflects the work that
the Council has continued to undertake in order to secure efficiencies and to
take advantage of the opportunities offered by the growth and transformation
agenda in previous years. A continuation of that approach is essential to
secure the necessary level of financial savings in future years whilst
minimising the impact on local residents. As part of a strategy for addressing
the Council’s financial position over the period of the current parliament it is
recommended that the Council agrees to an increase in Council Tax of 1.95%,
which will provide a £0.065m contribution towards balancing next year’s
budget.

Budgets 2017/18 and 2018/19

With the Autumn Statement and subsequent information concerning the local
government finance settlement released during December 2015 the Council
has updated figures in terms of both anticipated expenditure and Government
funding over the period of the MTFP. It does, however, need to be recognised
that under the localism agenda the Council’s budget is more dependent upon
Non Domestic Rates and other income which fluctuate depending upon wider
economic circumstances. Likewise, there is a significant change proposed in
respect of both New Homes Bonus and NNDR which currently account for
50% of the Council’s funding. While the savings target in respect of next
financial year is relatively modest the identified shortfall grows to £1.1m in
2017/18 and £1.4m in 2018/19. While these are significant savings that need
to be addressed it should be recognised that the position at Bolsover has been
significantly mitigated by our strong record in respect of economic growth.
Given the Government’s spending plans it is clear that further reductions will
continue to be required. While clearly these ongoing expenditure reductions
will continue to have an impact on services it should be noted that the
Council’s current approach if continued will enable changes to budgets and
service plans to be appropriately considered, planned and managed. This
gradual ongoing planned approach is the most appropriate method for
securing efficiencies to minimise the impact upon local residents.

Housing Revenue Account (HRA)

The key issue for the HRA over the period of this Medium Term Financial Plan
will be the Government’'s announcement made as part of the Budget
Statement in July 2015 that rent levels would be reduced by 1% p.a. for a
period of four years starting in April 2016. Given that the HRA Business Plan
together with the transfer of £94.3m of debt to Bolsover District Council were
based on rent increases in line with inflation as Council house rents moved
towards target rent the estimated loss of rent income for Bolsover District
Council is one of £0.4m in 2016/17, rising to one of £2m in 2019/2020 on the
basis of current low inflation rates. Over the four year period the Council sees
a cumulative loss of rental income of £5m, and given that rental levels in April
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2020 will be £2m below planned levels this loss of rental income will cost in the
order of £60m over the period of the 30 Year Business Plan. If inflation were
to average 1.5% over the next 4 years then the loss of rental income would
rise from £2m to one of £3m in the final year of the Government’s current rent

policy.

A policy objective for the Government is to secure savings on the welfare
budgets and given that nationally 60% of Council Tenants receive housing
benefit those savings amount to £2.4bn of the Government £12bn target for
welfare savings.

While the reduced rent levels may well be welcomed by tenants and may be
viewed as being preferable to other welfare cuts, they undermine the ability of
the Council’'s Housing Revenue Account to provide homes which exceed the
Decent Homes Standard and services which meet the expectations of our
tenants. Given the Council’s history of providing cost effective services,
together with the high standard of the majority of our housing stock Bolsover
District Council are in a better position than most authorities to manage these
reductions in rental income. In order to continue to provide expected levels of
service to our tenants and to fund the capital work necessary to maintain our
stock at the Decent Homes standard Officers will need to operate within a
range of more challenging budgets and secure significant efficiency savings. In
addition it will be necessary to manage the HRA Capital Programme carefully
to operate within the context of a rental stream which has the capacity to
support £5m to £6m of capital upgrades per annum (which is broadly
equivalent to current budgets). While the stock condition survey indicates that
the Council can continue to maintain its stock at a good standard it will be
necessary to phase the timing of work in line with the level of resources
available. In addition there will be a reduction in our capacity to build new
homes for local people. Council should, however, note that while our ability to
deliver new homes will be reduced that we remain in a position to deliver the
100 properties under the approved B@home initiative.

Officers will continue to monitor the position in respect of the HRA by
maintaining an up to date 30 year Business Plan. While officers are of the view
that the changes to rent setting arrangements can be managed without
impacting on its long term sustainability, other factors such as increasing
numbers of Right to Buy given the more generous discount rates, the potential
forced sale of vacant high value properties and the risk that the rent reductions
will go on beyond 2020 will threaten to undermine the financial viability of the
HRA.

Estimated Outturn 2015/16

The Estimated Outturn figures shown within this report are in line with those
previous reported to Executive in November 2015. While rental income was
reduced by £0.261m largely as a result of increased voids this has been offset
by reductions of a similar magnitude in the expenditure budgets. As a
consequence the estimated HRA working balance of £1.891m remains in line
with that agreed as part of the original budget for the year. While the Council
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was working towards securing general HRA balances of £2m this objective will
be difficult to achieve following the introduction of the policy of rent reduction.
While £2m may seem a generous ‘buffer’ it is less than £400 per property.

Original Budget 2016/17

The key issues for 2016/17 as set out above are that an average rent
reduction of 1% is required to comply with Government rent guidelines for
social housing. That has the impact of reducing the average rent for a Council
house from £85.28per week (on a 48 week basis) to one of £84.43 per week.
While the Council is conscious that even these reduced rent levels are a
significant burden on many of our tenants they are the only source of funding
to deliver a housing service which meets tenant expectations. It should also
be recognised that rental levels for Council housing are and will continue to be
significantly below those in the private rented sector.

Forecasts 2017/18 and 2018/19

The forecast position for the latter two years of the proposed MTFP effectively
project or roll forward the figures in respect of 2016/17. These figures indicate
that despite the range of recent changes to the HRA which have reduced the
future rental stream and made the loss of stock under Right to Buy more likely
that the HRA remains financially sustainable. This position is supported by the
HRA Business Plan which covers a 30 year period. Recent changes have,
however, substantially impacted on the financial model which underpinned the
localism of the HRA under which Bolsover District Council was allocated a
debt of £94.3m to repay. These changes which all serve to reduce the longer
term rental income of the HRA will add a further impetus to the ongoing work
to secure efficiencies in the delivery of the Housing service.

Capital Programme

Finally, with respect to the capital programme the majority of expenditure will
continue to be in respect of the HRA Programme which is funded by capital
resources ring fenced to the Council’s HRA. The financial provision to fund the
ongoing programme of housing refurbishment work is planned to continue at a
level of £5m per annum over the period of the proposed MTFP. After 2019/20
it will be necessary to increase the rate of spend as key elements of the
Housing Stock, such as roofs, kitchens and bathrooms need replacement. At
this stage given the reduced income flowing from the rent reduction it will
become more challenging to fund the required level of capital works from
within the resources available to the HRA.

In addition to this routine work the Council is also in the process of
commencing a £10m refurbishment at Bolsover Model Village which will
refurbish the buildings externally reinstating a number of the key original
features, whilst internally a major investment will be made in modernising the
houses including thermal insulation. These measures will be part funded by
the Heritage Lottery in respect of those houses which are privately owned. The
investment should help address the level of voids in the Council’s Housing
Stock in this area, whilst showcasing one of the District’'s key heritage assets.
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There is a more detailed report on the Executive Agenda of 1% February 2016
which provides further details concerning the New Bolsover scheme.

Since the introduction of HRA reform in 2012 the Council has already built 55
new houses and this programme is set to continue with work now commenced
on site  to deliver 7 homes on a former garage site at Rodgers Avenue
Cresswell. Further plans are in place for a further 93 new homes under the
B@home programme. While the Council only progresses building new Council
Houses on the basis that they are financially viable (generating income in
excess of expenditure), the increasingly challenging financial position of the
HRA will reduce the financial capacity for building new homes and place an
increased dependency upon external funding to make sites viable..

With regard to the General Fund the main schemes will include the revised
plans for service delivery within Bolsover town. The Council is working to
deliver a new contact centre co-located with Job Centre Plus on Cotton Street
in the centre of the town. It is anticipated that partner organisation currently
located in Sherwood Lodge will be moved into refurbished premises at Oxcroft
House, allowing the Sherwood Lodge site to be redeveloped by its private
sector owner. In addition work has now commenced on the enhanced Leisure
Facility at Clowne which should be open before the end of the next financial
year (2016/17). The Council is currently working with Shirebrook Town Council
in order to secure a shared contact centre located in the Market Square.
These facilities will serve to enhance the services that are provided to local
residents whilst contributing to the sustainability of three of the main towns
within the District.

Risk Issues

A Financial Risk Register has been developed in respect of each of the main
accounts and is provided at Appendix 1 Table 4, Appendix 2 Table 3, and
Appendix 3 Table 2.

5.2 Legal Implications including Data Protection

The Council is legally obliged to approve a budget prior to the commencement
of the new financial year in April 2016. This report together with the associated
budget timetable has been prepared in order to comply with our legal
obligations. The recommended budget in respect of the Council’s three main
accounts complies with the Council’s legal obligation to agree a balanced
budget.

There are no Data Protection issues arising directly from this report.

5.3 Human Resources Implications

e These are covered in the main report and supporting Appendices where
appropriate.
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6

Recommendations

That all recommendations below are referred to the meeting of full Council on the
3rd February 2016.

The following overall recommendations to Council are made:

a)

That the view of the Chief Financial Officer that the estimates included in
the Medium Term Financial Plan 2015/16 to 2018/19 are robust and that
the level of financial reserves whilst at minimum levels are adequate, be
accepted.

That officers report back to Executive and to the Audit Committee on a
quarterly basis regarding the overall position in respect of the Council’s
budgets. These reports to include updates on progress in achieving the
agreed range of savings and efficiencies necessary to secure a balanced
for the 2016/17 financial year, together with progress on actions to ensure
the longer term financial sustainability of the Council.

In addition to the above the following recommendations are made in respect of
each of the main accounts of the Council.

GENERAL FUND

a)

A Council Tax increase of 1.95% as part of a range of measures necessary
to manage the continued reduction in the level of central government
funding.

That the grant subsidy provided to Town and Parish Council’s in respect of
the Local Council Tax scheme is revised with the grant phased out by
March 2020, rather than the currently agreed date of March 2023.

c) The Medium Term Financial Plan in respect of the General Fund as set out in

d)

f)

Appendix 1 of this report be approved as the Estimated Outturn Budget in
respect of 2015/16, as the Original Budget in respect of 2016/17, and the
financial projection in respect of 2017/18 and 2018/19.

Officers continue to progress the implementation of measures designed to
secure the forecast surplus in respect of 2015/16 and the agreed savings
targets in respect of 2016/17 with progress to be reported back to
Executive, Budget Scrutiny and Audit Committee on a quarterly basis.

That any underspend in 2015/16 - above that necessary to increase
General Fund balances to £2m - is transferred to the Transformation
Reserve.

That delegated powers be granted to the Assistant Director Planning and
Environmental Health in consultation with the Leader of the Council to
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agree the Council’s response to the Government Consultation paper “New
Homes Bonus : Sharpening the Incentive”.

g) That delegated powers be granted to the Chief Financial Officer in
consultation with the Leader of the Council to determine whether the
Council should accept the offer of a four year financial settlement from
central government.

13  HOUSING REVENUE ACCOUNT

a) That Council sets its rent levels in line with Government regulations
reducing rent levels by an amount of 1% to apply from 1°' April 2016.

b) That the increases in respect of other charges as outlined in Appendix 2
Table 2 be implemented with effect from 1 April 2016.

c) The Medium Term Financial Plan in respect of the Housing Revenue
Account as set out in Appendix 2 Table 1 be approved as the Estimated
Outturn Budget in respect of 2015/16, as the Original Budget in respect of
2016/17, and the financial projection in respect of 2017/18 and 2018/19.

14  CAPITAL PROGRAMME

(a) The Medium Term Financial Plan in respect of the Capital Programme as set
out in Appendix 3 Table 1 be approved as the Estimated Outturn in respect
of 2015/16, as the Original Programme in respect of 2016/17 to 2018/19.

(b) The Assistant Director (Property and Estates) be granted delegated powers in
consultation with the Portfolio Member and the Asset Management group to
approve the utilisation of the £100,000 of AMP Refurbishment allocation,
which such approvals to be reported back to Executive through the Quarterly
Budget Monitoring Report.

(c) The Asset Management Group be requested to continue with its work of
identifying suitable assets for disposal or redevelopment in order to fund the
Council’s Capital Programme, reduce revenue costs and support the wider
regeneration of the District.

7 Decision Information

Is the decision a Key Decision? -
(A Key Decision is one which
results in income or expenditure to
the Council of £50,000 or more or
which has a significant impact on
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two or more District wards)

District Wards Affected All
Links to Corporate Plan priorities | RELEVANT CORPORATE AIMS
or Policy Framework The budget process seeks to target

resources in a manner which best
enables the Council to deliver
against its Corporate Aims. Effective
Service Planning and Budget
management are crucial to ensuring
that the Council targets its
resources at agreed service

priorities.
Document Information
Appendix No | Title
1 General Fund Revenue Account
2 Housing Revenue Account
3 Capital Programme

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)

Report Author Contact Number

Executive Director — Operations (01246) 242431
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APPENDIX 1

General Fund Revenue Account

Introduction

This report considers the element of the Medium Term Financial Plan relating to
the Council’'s General Fund Revenue Account budgets. As such it covers all of the
Council’s revenue expenditure other than those elements which relate to the
provision of Council Housing which are accounted for within the Housing Revenue
Account (HRA).

The General Fund Budget is one of the three constituent elements of the Council’s
Medium Term Financial Plan.

The recommended budgets for both 2015/16 (Estimated Outturn) and 2016/17
(Original Budget) are provided in Table 1 to this Appendix. Table 1 also details the
projected position — on the basis of current patterns of income and expenditure —
for both 2017/18 and 2018/19.

2015/16 Estimated Outturn

In February 2015 Members agreed a budget in respect of the current financial year
(2015/16). Given that the Council was faced with achieving a significant level of
savings this year it has been necessary to actively manage budgets and to remove
agreed savings from the budget. Given that the budget has been under a process
of ongoing revision the Revised Budget (the latest version considered by
Executive at its meeting on the 30th November 2015) has evolved from the
Original Budget approved in February 2015. For the purposes of this report, the
comparison in Table 1 shows the movement between the Original Budget and the
Estimated Outturn position. As part of the budget process it is recommended that
Members formally approve the Estimated Outturn position as set out within Table
1. The main reason for the variation between the Original Budget and the
Estimated Outturn is that the savings which were necessary to balance the budget
have now been recognised in reduced service expenditure, while increased
funding from reserves and S106 funding etc have been brought into the budget. All
of these amendments are reflected in changes in the approved budget at cost
centre level and have been subject to appropriate Member approval.

The key feature that has driven the Council’s financial position during 2015/16
continues to be the ongoing reduction in the level of Central Government grant
arising from the Government’s Comprehensive Spending Review of Autumn 2010.
In 2011/12 Bolsover was one of the 10 English local authorities which suffered the
maximum reduction in spending power which resulted in the decision to provide
Transition Grant in respect of 2011/12 (£2.311m) and 2012/13 (£1.930m), with
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Efficiency Grant of £1.064m in 2013/14, 2014/15 and 2015/16. Against this
background Bolsover District Council has taken appropriate measures in order to
bring its underlying level of expenditure back into line with its underlying level of
resources. With effect from 2016/17 Efficiency Grant has been incorporated into
the Revenue Support Grant and will be phased out over the same timescale as
RSG itself. For 2016/17 it amounts to £0.843m and in order to secure the
objectives of Efficiency Grant this sum will be transferred into the Transformation
Reserve.

The majority of the measures that have secured savings in previous and the
current financial year will continue to provide ongoing savings for the Council into
2016/17 and beyond. As such they have made an important contribution to the
financial sustainability of the Council. If these savings had not been secured then
the financial challenge which would have faced the Council during 2016/17 and
future years would have been significantly greater.

While budgets have been adjusted to minimal levels in order to maximise the level
of financial savings secured, officers have continued to operate a policy of
restricting expenditure wherever possible. While this management action may be
offset by upward cost pressures, officers are of the view that the Council will
achieve an outturn position with a significant underspend against the original
budget for 2015/16. The forecast Estimated Outturn position in Table 1
incorporates an assumed surplus of £1.3m which is reflected in a contribution to
balances. It should, however, be recognised that the continued availability of
Efficiency Grant in 2015/16 has made a significant contribution by covering a
range of costs on restructuring and service investment which otherwise would
have fallen on the General Fund.

Original Budget 2016/17

One of the key purposes of this report is for the Council to agree its detailed
income and spending proposals in respect of the next financial year which
commences on the 1% April 2016. The provisional budget which is recommended
for consideration by Members is detailed in Table 1 of this Appendix.

In developing the proposed budget the main elements which have been taken into
account are as follows:

e Financial Support from Government including Revenue Support Grant,
Specific Grants, New Homes Bonus and National Non Domestic Rates.

e Expenditure, income levels and efficiencies

e Options for the level of Council Tax in respect of 2016/17

e The need to maintain an appropriate level of financial reserves to protect
service delivery, organisational sustainability and maintain financial resilience.

e To maintain the Council’s underlying level of expenditure in line with the
forecast level of available resources in the light of the ongoing reductions in
the level of government funding.

Each of the above themes is considered in greater detail in the sections below:
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Level of Government Funding

10.The current financial year 2015/16 is the final year of funding covered by the

11.

Comprehensive Spending Review of October 2010. Following on from the General
Election of May 2015 the Government detailed its expenditure plans for the period of
the current parliament in the Autumn Statement of November 2015, with details at
authority level becoming available during December 2015.The key issues affecting
Bolsover District Council are as follows.

Revenue Support Grant

With respect to Revenue Support Grant the settlement has confirmed the previous
policy that Revenue Support Grant will be phased out. The announcement detailed
the amounts to be paid to Bolsover District Council as follows, £2.457m in 2016/17,
£1.906m in 2017/18 and £1.558m in 2018/19. Within the figure for Revenue Support
Grant is an amount of £0.843m in 2016/17, £0.654m in 2017/18 and £0.534m in
2018/19 which reflects the fact that BDC continues to benefit from Efficiency Grant.
Given that Efficiency Grant was a specific grant intended to enable those Council’s
suffering from the most serious grant reductions to reduce expenditure through
Invest to Save type initiatives it is proposed that this grant should continue to be
transferred to the Transformation Reserve. It will therefore continue to be available
to fund new initiatives to progress the Council’s Growth and Transformation agenda
which are central to the Council’s plans to ensure financial sustainability over the
medium term. While this funding could be allocated to support expenditure in the
current financial year that would make the process of adjusting to a reduced
underlying level of resources — when RSG/Efficiency Grant ends in 2019/20 -
significantly more difficult.

New Homes Bonus

12.As part of the Autumn Statement the Government also announced that it would be

undertaking consultation concerning future levels of New Homes Bonus.
Government has indicated that it wishes to consider a reduction from 6 to 4 years for
the payment, together with a review of the incentives that the grant provides for new
homes. While the scheme remains unchanged in respect of next financial year
(2016/17) it is relatively clear that with effect from 2017/18 a revised scheme will be
introduced. Given that the national expenditure totals for funding the grant are
consistent with a reduction to payment for a period of four years our assumptions
regarding New Homes Budget has been amended accordingly in respect of 2017/18
and 2018/19.This change results in a reduction of resources of £0.363m and
£0.462m respectively in 2017/18 and 2018/19. This reduction to a four year payment
with effect from 2017/18 allows our forward financial planning to reflect the likely
impact of the consultation process, however, it needs to be recognised that there are
a number of options set out in the Consultation process each option potentially
having a different financial impact on Bolsover District Council.

13. Alongside reducing the period of years for which New Homes Bonus is payable, the

Government is also seeking to sharpen incentives to help ensure that the grant
23



rewards those authorities who are performing well in promoting housing growth. The
Consultation process seeks views on the following options, with the proposed start
date being 2017/18 with the financial savings being recirculated within the local
government finance settlement to support those authorities with pressures on the
adult social care budget:

e Withholding the Bonus from areas where an authority does not have a
Local Plan in place. Under the Government’s preferred option previous year
allocations (prior to 2017/18) would not be lost, but future allocations would.
The Consultation paper is not clear as to what criteria would be used to
determine whether a Local Plan is in place. On the basis of our current
project plan while it is anticipated that the Local Plan will have been
published by March 2017, it will not at that stage have been subject to
inspection. Given the desirability of having a Local Plan in place at the
earliest opportunity together with the associated financial advantages,
Officers will continue to progress work on the Local Plan at the earliest
opportunity.

e Abating the Bonus in circumstances where planning permission has only
been granted on appeal. Under this option the Government would reduce
new in year allocations payments to authorities where residential
development is allowed on appeal.

e Only making payments for delivery above a baseline reflecting an estimate
of deadweight (homes that would be built anyway).

e While the Government’s preferred option is to reduce payments to a period
of four years as part of the consultation process it is considering whether to
reduce payments to 3 or 2 years.

The closing date for responses to “New Homes Bonus : sharpening the Incentive :
technical consultation” is 10" March 2016. Given the potential impact on the
Council and the opportunity to influence the options it is recommended that
delegated powers by granted to the Assistant Director Planning and Environmental
Health in consultation with the Leader of the Council to agree a response on
behalf of the Council.

National Non Domestic Rates (NNDR)

14.The Government also announced that a review of NNDR will take place with the
intention that by the end of this Parliament all NNDR will be retained locally.
Currently Bolsover District Council collects £10m of NNDR, of which £6m is paid to
central government. Any reform will, however, be ‘fiscally neutral’ ie it will not benefit
either central or local government financially, therefore to the extent to which a
Council makes a ‘profit’ from the switch to a fully localised NNDR it will be required
to accept additional financial responsibilities. This proposal amounts to a significant
reform of local government finance and may have a disproportionate impact upon
individual authorities even if in overall terms it is fiscally neutral. It does, therefore,
introduce a further element of uncertainty into our forward financial planning.

15. While a further review of NNDR is now underway this comes against the background
of a system which has already changed significantly over the last few years. In
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particular the Government now provides local authorities an incentive to grow NNDR
locally given that they currently retain 50% of the growth in NNDR levels against the
baseline figure. Whilst all local authorities are provided with an incentive in that they
will retain a proportion of any growth in Business Rates there is a safety net which
will protect those local authorities which suffer from a reduction in their local Non
Domestic Rating Base. There is accordingly a direct financial incentive for local
authorities to promote economic growth in their area, although local authorities
would take the view that they have already been active in promoting such growth in
order to protect and promote local employment. For Bolsover, there are a number of
schemes currently in the pipeline which should enhance the Non Domestic Rate
Base over the next two to three years. There is, however, the clear risk that these
may be offset by decline in other sectors of the local economy, or by the impact of
revaluation. There is a full revaluation of all properties scheduled for 2017 which
brings with it additional uncertainty. More generally whilst local authorities can
facilitate and promote growth it does need to be recognised that there are other
factors outside the influence of local authorities which are arguably of greater
significance in promoting economic growth (the national economic position,
geographical location, land availability). The localisation of business rates is,
however, clearly intended to provide local authorities with an incentive to promote
local economic development. With respect to next financial the budget has made the
assumption that the Council will not secure any additional benefit from NNDR
growth. Instead the potential NNDR growth anticipated for 2016/17is shown as part
of the efficiency savings to be achieved during the course of the year. This prudent
approach reflects the reality that under the Government’s localism agenda there is a
considerably greater degree of uncertainty over the level of income that will be
secured during the financial year, with assumptions about NNDR being subject not
just to new business opening but also to revaluation appeals and to existing
business closing or relocating.

16. Executive will be aware that in respect of 2015/16 that a ‘pool’ of all authorities
across Derbyshire was established in respect of Non Domestic Rate Income.
Membership of a Derbyshire Wide pool was agreed by Council at a meeting 22™
October 2014 in recognition of the fact that authorities which are members of a pool
generally benefit from retaining a higher level of locally generated NNDR income.
Within the budget we have assumed that this Council will continue to benefit from
membership of the Derbyshire Wide Pool, although the benefits are shown in the
potential level of growth rather than directly in the base budget. Given the
uncertainty concerning the availability of such income in respect of 2017/18 or future
years no assumptions have been made regarding additional income beyond next
year.

Four Year Settlement

17.As part of the Autumn Statement the Government has committed itself to providing
Council’s with an option of accepting a four year financial Settlement in order to
remove some of the uncertainties over longer term financial planning. Details of that
settlement have not yet provided, other than that those Council’s which accept will
need to submit an Efficiency Plan to central government. While details of the four
year settlement are anticipated shortly there is no timescale provided for a response.
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Officers are anticipating that it will be possible to report any proposed settlement to
Committee, but to ensure that the Council is in a position to respond within the
required timescales it is recommended that authority is delegated to the Executive
Director Operations to accept — or reject — a four year settlement in consultation with
the Leader of the Council.

Council Tax

18.0Over the period of the previous parliament the Coalition government made it clear
that it was opposed to any increase in Council Tax and provided grant support to
those Council’s following the policy of not increasing Council Tax. That policy was
linked with the objective of keeping inflation low. In the Autumn Statement of 2015
there was a distinct change of emphasis in that in addition to the existing flexibility
which allows authorities to raise Council Tax by up to 2%, those authorities which
provide Adult Social Care will be able to increase Council Tax by an additional 2% ie
up to 4% overall. While Bolsover — like other District Councils — will be ‘capped’ at
2%, the additional revenue raising powers to fund Adult Social Care indicates that
the Government is now of the view that modest increases in Council Tax may be
necessary to protect basic service levels, within the context of the policy objective of
reducing the national deficit.

19.1In addition to giving consideration to Council Tax as a means of raising revenue to
avoid reductions to basic services, it is also appropriate that Members give
consideration to the operation of the Local Council tax scheme. The scheme in
respect of next financial year (2016/17) was agreed by Council at its meeting of 6"
January 2016, however, given the financial shortfalls which the Council is facing
over the period 2017/18 and 2018/19 it is appropriate that further consideration is
given to the affordability of the current scheme. Executive will recall that when the
previous Government introduced the Local Council Tax scheme in April 2013 it
provided within Revenue Support Grant an amount of £400,000 in order to protect
Town and Parish Councils from the financial impact of the new regime whereby
10% of the costs were passed from Central Government to local authorities. The
general approach adopted by District Council has been to reduce the grant by 25% a
year over a period of 4 years, whereas Bolsover District Council adopted a more
gradual approach of reducing grant support by 10% a year. Under Bolsover District
Council’s current approach the scheme of subsidies would end in March 2023.

20.1In the light of the latest financial settlement it is questionable whether this approach
remains an affordable one for Bolsover District Council to maintain. The grant is
currently costing the Council £300k per annum, and it is recommended that
consideration is given reducing this grant by 33% a year from the year after next
(2017/18), which would give this Council a financial benefit of £51k in 2017/18 and
£102k in 2018/19. This would make a significant contribution towards easing the
financial pressures on this Council, and given that RSG will now end in 2019/20 it
seems appropriate that consideration should be given to ending a subsidy which is
no longer funded by National Government. The overall saving to this Council would
be as follows:
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2017/18 | 2018/19 | 2019/20 | 2020/21
£000's | £000s| £000's| £000’s
Saving based on March 2023 end (51) (102) (153) (204)
date (current policy)
Saving based on March 2020 end (102) (204) (306) (309)
date (option)
Additional Saving Secured (51) (102) (154) (102)

The impact of this proposal on individual Town and Parish Councils is set out in the
Table given in Table 3 to this Appendix. This decision is brought to Council for
consideration at this stage in order to be able to notify Parish Council’s of the
proposed change at the earliest opportunity, giving them an appropriate timescale
to agree 2017/18 budgets. While Members will be aware that this passes the
burden from the District onto the Parish Councils it should be noted that for the
Parish Councils the increased loss in grant amounts to 2% of the precept, which is
a significantly lower expenditure reduction than those faced by the District Council.
The phasing out of the current grant arrangements on a shorter timescale would
also have the significant advantage of reducing the complexity of the current
arrangements.

Expenditure, income levels and efficiencies

In developing the financial projections covering the period 2016/17 to 2018/19
which are included within Appendix 1 to this report, officers have made a number
of assumptions. The major assumptions which have been made are as follows:

e Pay increases of 1% in respect of all financial years across the period
of the Plan.

e No changes to employer superannuation contributions or to the lump
sum deficit recovery.

¢ No allowance has been made in respect of the Apprentice Levy of 1%
of payroll costs which is currently open for consultation. On the basis
that the Government’s current proposals are accepted then this will
cost an additional £90k p.a. Officers anticipate that it should be
possible to offset at least part of these costs through the employment
of apprentices, however, the potential cost pressure does need to be
recognised.

¢ No allowance has been made in respect of general inflation although
specific budget heads such as energy costs and business rates have
been amended to reflect anticipated price changes.

e New Homes Bonus to be payable for 4 years (reduced from the current
6 years) with effect from 2017/18, with no further losses arising from
the Government initiatives to introduce incentives around Planning
matters
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e With respect to Planning the Conservation and Heritage budgets in
respect of 2016/17 only they include a proposed increase of £75k in
order to allow a range of work to take place to improve the service in
line with recognised best practice. An additional budget of £50k is also
proposed in respect of Development Control to enable the utilisation of
agency staff in a flexible manner to protect what are in effect statutory
levels of service performance at a time when the high level of planning
applications requires additional resourcing to maintain performance.
This resource will also help to address the issue that more recently
Bolsover has been affected by a regional trend of difficulties in
retaining and recruiting staff against a background in which the private
sector is actively recruiting.

e Fees and Charges — service specific increases as agreed by Members.

21.The Government’s approach is that local government should seek to secure local
sources of funding rather than continuing to be dependent upon government
funding. In part the Government see this objective being realised by local authorities
maximising their local development potential by way of Non Domestic Rates (
growing the level of business activity) or by way of New Homes Bonus (increasing
housing numbers). In addition authorities have been encouraged to look at raising
other local sources of income. Over the past three years the Council has taken a
number of steps to improve the level of income that it receives from a range of
services and in particular Leisure. In addition the Council has secured full occupancy
of the Tangent Business Centre during the current year, whilst income levels from
Pleasley Vale have continued to grow reflecting higher occupancy levels. While
Officers will seek to continue to secure further incremental improvements it does
perhaps need to be recognised that the majority of gains that are readily achievable
have already been secured and are incorporated within the budget proposed in this
report.

22.While local authorities will continue with efforts to identify and secure additional
income with which to support services it is clear that both locally and nationally the
key opportunity for the Council to balance its budget arises in respect of managing
expenditure levels and securing efficiencies.

23.With respect to the next financial year the Council effectively has a savings target of
£0.057m in order to secure a balanced budget While this is a target that should be
easily achievable it is important to recognise that as the Government continues to
withdraw RSG and New Homes Bonus reduces that the Council’s financial position
becomes increasingly challenging with savings targets of £1.1m in 2017/18 together
with a further £0.3m in 2018/19. By maintaining an approach based on growth and
transformation across the period the Council will reduce the impact on services of
the ongoing reduction in central funding. On the basis that the Council takes action
in the next financial year to start the process of securing the £1.3m of savings
required then that will minimise the detrimental impact of funding cuts on local
residents as the Council will be able to adopt a more gradual and considered
approach to securing cost reductions. The areas where officers intend to seek to
secure savings are outlined below:
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Vacancy Allowance .

All vacancies — including maternity leave, requests for additional annual
leave, etc - will continue to be subject to review by Strategic Alliance
Management Team and will be controlled to secure financial savings. Where
appropriate reports will be brought forward for Members to consider the
disestablishment of lower priority posts which it is not considered appropriate
to fill. While this process has been in place for a number of years during the
current financial year it has generated limited financial savings. Savings in
employee costs now tend to arise as a result of a planned process managed
through the Transformation agenda. This reflects the fact that underutilised
capacity has been removed from the staffing structures over previous
financial years with further reductions in staffing levels perceived as
potentially resulting in significant detrimental impact upon service delivery.
Secondly, given the limited staffing resources available where posts are
vacant it is often necessary to utilise agency staff, etc — at higher cost — in
order to maintain services. While against this background it is not considered
to be appropriate to include a financial target with respect to vacancies in the
budget it is nonetheless important to review any vacancies in order to avoid a
situation in which the Council allows posts to be filled which do not meet its
priorities and which are unlikely to be a high priority in future financial years.

Transformation Agenda

Transformation, Secondments and Joint Working £150,000

As part of the decision made in the autumn of 2013 to progress the Strategic
Alliance as a vehicle for securing further savings it was agreed to progress a
transformation agenda. As part of this Transformation Agenda a savings
target of £150,000 in respect of 2016/17 is recommended. Further
secondments and joint working arrangements with North East Derbyshire
District Council will continue to be targeted to secure savings to Bolsover
District Council. Given that these measures generally arise as a result of
natural wastage they tend to involve minimal costs in terms of redundancy,
etc whilst minimising the impact on the workforce of the requirement to shrink
the size of the organisation.

Property Rationalisation Savings

While the Council has made significant financial savings during previous
financial years from more efficient use of property assets the main savings
from this area of work have already been secured. Officers will, however,
continue to explore options from reducing budgets as we vacate Sherwood
Lodge and from seeking to rent out the remaining space that is available at
The Arc. Given the progress that has been made in letting space to
Derbyshire County Council at Clowne, in securing full occupancy at the
Tangent and Pleasley Mills Business Centres the key requirement is to
consolidate the achievements that have been made to date. Accordingly it is
not considered appropriate to set a savings target in respect of 2016/17.
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24.The table below summarises the savings options that the Council is intending to
progress in 2016/17, together with detailing their financial impact upon 2017/18 and
2018/19:

Summary of Savings Opportunities

2016/17 | 2017/18 | 2018/19
£000’s £000’s £000’s

Efficiency Target / Budget Shortfall 57 1,149 1,359
Savings Proposals

NNDR Growth Target 2016/17 (200) (200) (200)
NNDR Growth Target 2017/18 (100) (100)
NNDR Growth Target 2018/19 (100)
Vacancy Management 0 0 0
Transformation, Secondments &Joint Working (150) (300) (450)
Council Tax Increase (65) (130) (195)
Accelerate Reduction in Local Council Tax 0 (51) (102)

Support Scheme to Town and Parish Council’s.

Total Savings Options (415) (781) | (1,147)
Unidentified Savings Target 358 (368) (212)
(Call on General Fund Balances) 358 (368) (212)

While the position in respect of next financial year is a good one, it is equally clear
that we see deterioration over the following two financial years even on the basis
that identified savings opportunities can be secured. In broad terms even allowing
for good progress on the Growth and Transformation agenda there remains an
underlying shortfall in the Council’s level of resources of £0.2m by 2018/19. It is
important that good progress is made in addressing the actual shortfall at the
earliest opportunity. Against this background Officers are of the view that Council
needs to consider very carefully the option of increasing the level of Council Tax
over the period of the current Medium Term Financial Plan. On the basis of the
details given above the impact of reducing levels of government support is that by
2018/19 it is likely that the Council will be facing decisions agreeing significant
reductions in service standards or ceasing to provide non — statutory services.
Given the importance of securing the above savings to the financial stability of the
Council, progress will be reported on a regular basis to Executive. It should also
be noted that it is proposed that the Council should approve that actual budgets
are amended to take account of identified savings as soon as those savings are
formally approved. This will help to ensure that cost centre managers are fully
aware of the budgets that they are working to, and that those savings which are
identified are fully achieved during the initial year.
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Options for Council Tax Levels

Members will recall that since 2011/12 the Council has decided not to increase
Council tax enabling the authority to take advantage of successive Government
schemes which provided grant to partially compensate for the income lost as a
result of a decision to freeze council tax. There is unlikely to be a similar scheme
in respect of 2016/17

Any decision concerning Council Tax Levels needs to be taken against the
background of the Council’s financial position over the period of the Medium Term
Financial Plan which can be summarised as follows:

2016/17 | 2017/18 | 2018/19
£000’s £000’s £000’s

Efficiency Target / Budget Shortfall 57 1,149 1,359

26

27

In summary officers are currently forecasting that over the period April 2015 to
March 2019 expenditure reductions (or increased income) of £1.4m will be
necessary. It should be noted that it is highly likely that a ceiling of 2% a year will
be placed on Council Tax increases over the period of this parliament. Therefore if
the Council is of the view that it may have difficulties in securing a balanced
budget over this period then it needs to give careful consideration to increasing
levels of Council Tax for 2016/17. In respect of the Council’s financial position the
Table of Proposed Savings given at section 23(above) sets out the currently
identified areas that could be targeted for securing savings. The indicative figures
suggest that on the basis of existing information there is a cumulative shortfall over
the period of the current MTFP in the order of £1.4m which is only partially
addressed by the savings opportunities identified. Given that Council Tax
increases of 1.95% over that period would secure additional income of £0.195m, it
provides a significant financial benefit.

While there are clear financial advantages for opting to increase the level of
Council Tax in 2016/17 in order to strengthen the Council’s underlying financial
position and to reduce the reliance on reductions to expenditure and services as a
means of balancing the budget, this needs to be balanced against the detrimental
impact which the current economic situation and increasing costs are having on
local residents. The impact of a decision to increase Council Tax levels by a figure
of 1.95% at the various Council Tax Bands is as follows:
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Band AEs) |[B(Es) |[C(£s) | ID(Es) |[EEs) |F(£s) |G(£s) |H(Es)
2015/16 | 105.43 | 123.00 | 140.58 | 158.15 | 193.29 | 228.44 | 263.58 | 316.30
Charge

1.95% 2.06 2.40 2.74 3.08 3.77 4.45 5.14 6.17
Increase

With 107.49 | 125.40 | 143.32 | 161.23 | 197.06 | 232.89 | 268.72 | 322.47
Increase

Total 2.07 2.41 2.76 3.10 3.79 4.48 5.17 6.20
Cost per

week

Members need to consider the option of an increase in Council Tax both in respect
of the benefits that would flow from protecting the level and quality of services to
local residents, against the detrimental impact of an additional financial burden on
local residents.

Financial Reserves

The Council’s main uncommitted Financial Reserves are the General Fund
Balance of £2.0m and the uncommitted element of the Transformation Reserve of
£3.6m. Against the background of the growing level of uncertainty surrounding
local authority income and the fact that the Council itself has reduced all budgets
to a minimal level thus reducing its financial resilience it is important that the
Council continues to review what is an acceptable level of General Fund balances.
Given that the Council has continued to effectively achieve the in year savings
targets and has a range of other balances available £2m would appear to be a
reasonable level of balances going forward. This position is supported by the
General Fund Risk Register as set out in Appendix 1 Table 2 which details the
financial risks currently faced by the Council which indicates notional financial risks
with a total value of £1.575m.

Risk Register

A financial Risk Assessment is set out in Table 4, which outlines the risks, the
mitigation which is in place, the potential impact and the probability of the event
occurring in order to arrive at a notional calculation concerning the potential
financial impact of the risks which the Council is currently facing. This indicates
that the identified risks which the Council is currently facing amount to £1.575m.
This is broadly in line with the current General Fund balances of £2m. An increase
of General Fund balances to a figure of £2m was agreed as part of the Revised
Budget for the current financial year. Given both the volatility of the local income
streams upon which the Council is increasingly dependent upon under the
localism agenda, together with the current level of uncertainty concerning future
levels of Government funding this would appear to be an appropriate level.

The assessment concerning the level of risk is essentially used for two purposes.
In the first place an understanding of the risks which the Council faces is crucial in
agreeing an appropriate level of financial reserves. Secondly, the identification of
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the risks is the first stage in the process of more effectively managing, or of
mitigating those risks. By identifying the risks it is possible to avoid them, to insure
against them, to transfer the risk, or most likely, actions can be taken to reduce or
to mitigate the risk. The Council’s Financial Risk Register is closely linked to both
the Strategic and Operational Risk Registers. The Council has in place a
comprehensive approach to Risk Management which is reported on a regular
basis to Executive, and this process will continue to be utilised in order to manage
the key financial risks.

RECOMMENDATIONS

The recommendations arising from this Appendix are set out in section 6 of the
covering report.
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Appendix 1 : Table 1

BOLSOVER DISTRICT COUNCIL APPENDIX 1 - TABLE 1
GENERAL FUND
Crriginal Estimated Orriginal
Description Budget Outturn Budget Forecast Forecast
201516 2015716 201617 201718 2018/19
E E £ E £

Growth Directorate 2,033 928 3,137,105 3,328,063 3,137,083 3077 HTE
Operations Directorate 6,378,638 6,475,263 6,555,872 6,648,095 6,761,111
Transformation Directorate 2,851,776 3,035,858 29725B0 2966728 2740277
Recharges to HRA and Capital (3,475,528) (3475528 (3.340887) (3442881} (3,450 695)
5106 Expenditure
Growth 120,233 331,228 o 1] L]
Transformation 42,334 5B5.372 177,734 b532 79,191
Het Cost of Services 8,056,628 10,080,340 9,693,262 0,318,558 0106760
Debt Charges BA2.020 201,234 666,752 17 385 64 303
Investment Interast (100,311) (133.415) {158,988) (165,854} (172 529)

9,748,337 10,247,218 10,204,026 10,070,080 0,000,534
Appropriations:
Contribautions o Reserves: 1,545,323 2,328,112 1,060,509 871,548 TE2.215
Contrbartion from Earmarked Reserves: (198,034 ) (930,585} {(170,501) (30,168} (5,000)
Contibation it , i
b ik Moy (33,578) {181,376} {183,943) (120,733} (25,944}
Efficisncy Measures (:350,000) ] o 0 o]
LContribartion from 5106 Holding Accounts (162,56T) (919,6000 {177.724) 18,532} (78,191)
TOTAL EXPENDITURE 10,548,420 10,543,760 10720447 10,784,204 10,632,614
Parish Precapis 2,227 081 2286 BEC 2745 BES 2285865 2,285 885
Coundl Tax Support Grant - Parish 343,025 343,025 308,723 277,850 250,065
TOTAL SPENDING REQUIREMENT 13,110,526 13472670 13,324,035 13344940 13,168,544
Bewvenus Support Grant from SFA {3,102,529) (3,102,529) (2,456,000) (1.905813) (1,557,899)
Coundl Tax Grant (15718} (37.019) (37.018) 1] 0 4]
Business Rates Astention
MNDA Poaling - Levy share (200,000) (456, 000) {200,000) 0 4]
Proportionate share {9,057 497) {9.290,233) (9,849.963) (10,121,822} (10,401,185}
Tariff payable 5,677,420 B577.420 5731 357 5880542 6,052,094
Section 31 grants received (332,452) (336, 159) {345,437) (354,971) (364 768)
Section 31 multiplier cap (58,730} (58,730} {60,351 [E2,016) (&3 728)
Lewy payment 607 508 844,009 867 334 891273 815872
Mew Homes Bonus Grant 1112 (117,312} (117,312) {117.,312) 4] 4]
Mew Homes Bonus Grant 12132 (193,348) (193,348} {193,346) o o
Mew Homes Bonus Grant 13114 (169,634) (168,638) {169,639) 0 4]
Mew Homes Bonwes Grant 1415 (282,058} (202 D58} {292,058) (282, 058) i}
Mew Homes Bonuws Grant 1516 (27T, 154) (2B5, 730} {377 ,164) (277,154} (277,154}
Mew Homes Bonus Grant 16817 0 ] (265,993) (265,943} (265,993}
Mew Homes Bonus Grant 1718 i} o] o (150,000} (150,000}
MNew Homes Bonus Grant 1818 0 0 o 0 (150,000}
COUNCIL TAX - BDC precept {3,189, 2T8) (3.188.2T8) (3,260,672) (3.260672) (3,260672)
Coundl Tax Increase 16817 0 o o [4] 4]
Coundl tax - Parish slement from above {2,227 081) (2,285,885}  (2,285865) (2,285,865} (2,285 865)
Gouncll Tax Gollection Fund Sarplus (50,447} {50,447} {91.310) [i] [i]
TOTAL FUNDING (13,110,526) (13, 442,888) (13,267,2000) (412,405540) (11,800,208)
FUNDING GAP [ {SURPLUS) o {270, 207) 56,636 1,148,371 1,358,247
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Appendix 1 : Table 2

APPENDIX 1 - TABLE 2

List of net budgets per cost centre per directorate

Estimated Base
Outturn Budget Forecast Forecast
2015/16 2016/17 2017/18 2018/19
£ £ £ £

Total for: Appropriations (10,089,399) (9,693,262) (9,318,558) (9,198,760)
G005 Joint Chief Executive Officer (GD0OS) 75,406 77,069 79,631 82,387
G006 CEPT (GOOG) 351,432 363,468 363,001 318,647
G010 Meighbourhood Management (G010} 83,800 E6,938 83,650 50,390
G017 Private Sector Housing Renewal (G017) 50,130 51,840 52,350 52,860
G020 Public Health {G0D20) (28,000) (28,000) (28,000) (28,000)
G021 Pollution Reduction (G021} 158,855 165,615 167,785 170,345
G022  Health + Safety (G022) (120) 1] o 0
G023 Pest Contral (G023) 49,540 48,720 50,150 50,580
G025 Food Safety (G025) 131,430 136,150 137,880 139,640
G026 Animal Welfare (G026) 92,850 96,830 99,220 100,440
G036 Enwircnmental Health Mgmt & Admin (GD36) 169,670 172,440 174,260 175,940
G053 Licensing (G053) (54,565) (52,285) (51,305) (57,085)
G054 Electoral Registration (G054) 184,636 172,827 173,537 174,856
G055 Democratic Representation & Management (GOS5) 534,537 536,729 536,869 537,019
G056  Land Charges (G056) 3,543 10,220 11,000 11,581
G057  District Council Elections (G057) 67,490 10,000 10,000 10,000
G058 Democratic Services (G058) 153,763 170,037 171,056 173,375
G060 Legal Services (G060) 156,834 173,771 177,275 179,694
G073 Planning Policy (G073) 267,825 262,595 237,071 239,441
G074  Planning Development Control (G074) (99,213) 111,312 60,154 64,526
G076 Planning Enforcement (G076) 65,255 75,798 79,061 81,016
G079  Planning Services Mgmt & Admin (G073) 19,687 20,377 20,556 20,779
G085 Economic Development (GO85) 136,710 27,550 27,550 27,550
G086 Alliance (GD26) 9,250 9,250 9,250 9,250
G0OE8 Derbyshire Economic Partnership (GD88) 15,000 15,000 15,000 15,000
G107 Home Improvement Agency (G107) |340) 0 o i}
G132 Planning Conservation (G132) 29,770 105,288 30,558 30,891
G143 Housing Strategy (G143) 35,126 23,985 24,400 24,825
G144 Enabling {Housing) (G144) 23,845 18,975 19,390 19,815
G145 Handy Van Service (G145) o 0 ] 0
G154 ERDF - Work for Yourself (G154) 11,222 0 o 0
G171 5106 Education (G171) 330,112 0 o 0
G172 5106 Affordable Housing (G172) 1,116 0 o 0
G176 Affordable Warmth (G176) (9,055) {4,365) (3,395) {2,195)
G178 ERDF - Bols Public Realm (G178} 65,049 0 o 1]
G191 Public Health {G191) o 0 o 1]
G192 Scrutiny (G192) 15,340 20,225 20,400 20,617
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G153
G154
G155
G156
G158
G209
G211
G212
G213
G214
G215
G216
G217
G218
G220
G223
G224
G225

G001
G007
G013
G018
G024
G028
G032
G033
G034
G038
G040
G041
G044
G046
G042
GOED
G0EL
GDE3
GOED
GOS0
G092

Economic Development Management + Admin (G193)

Assist Dir - Economic Growth (G134)

Assist Dir - Governance + Monitoring {G195])

Assist Dir - Planning + Env Health (G198)
CEPT Commissioning (G198)
Conservation - Carr Vale HLF Scheme
Help to Work (G211)

Budget Buddies (G212}

Volunteering (G213)

Healthy Weight (G214)

Community Health Checks (G215)
Raizing Aspirations {G216)

Residual WNF Schemes (G217}
MNamibia Bound (G218)

Locality Funding (G220)

Empty Property Officer

Prime Ministers Challenge Fund (G224)
Eats and Treates Events (G225)

Total for: Growth Directorate

Audit Services (G0D01)

Community Safety - Crime Reduction {GD07)

Community Action Network (G013)
Public Conveniences (G018)

Street Cleansing (G024)

Waste Collection (GO2E)

Grounds Maintenance (G032)

Vehicle Fleet (G033)

Depot - South Normanton (G034}
Concessionary Fares & TV Licenses (GD38)
Corporate Management (G040}

MNon Distributed Costs (G041)

Fimancial Services (G044}
Homelessness (GOME)

Town Centre Housing {G048)
Engineering Services (ESRM) (G080)
Drainage Services (G021)

Building Control Consortium (G083)
Premises Development (GOS3)
Pleasley Vale Mills (G030}

Pleasley Vale Electricity Trading (G092)

Estimated Base
Outturn Budget Forecast Forecast
2015/16 2016/17 2017/18 201813

£ £ £ £
189,378 202,440 209,558 217457
35,180 36,340 36,690 37,050
34,139 35,109 35,465 35,855
32,857 34,754 35,070 35,460
o 0 o o]
6,302 a ] u]
19,272 4,195 ] u]
10,982 0 ] 0
12,155 a ] u]
] 0 ] 1]
] 0 ] 1]
(10,202) 114,946 49,256 0
] 0 ] 0
25,500 3,400 ] 0
] 0 ] u]
17,000 17,520 17,690 17,870
46,500 0 ] 0
5,340 a ] 0
3,468,333 3,328,063 3,137,083 3,077,876
115,050 124,650 124,650 124,650
48,660 51,296 51,709 52,248
223,213 223,515 236,456 239,052
4,602 a ] u]
353,886 379,762 381,692 384,643
976,276 B53,771 845,564 B67,612
530,185 543,163 532,473 537,821
723,996 747,627 761,528 768,765
30,000 0 ] 1]
(9,120) {9,120) (8,820) (8,820)
108,303 110,160 115,540 115,980
706,650 688,951 688,951 688,951
307,485 316,549 319,484 323,101
153,128 159,896 160,887 162,113
{10,700) (10,700} {10,700) (10,700)
99,220 B0, 765 81,795 82,848
3,300 3,300 3,300 3,300
85,980 T1.570 78,346 79,129
(60,420) (31,106) (30,213) (29,299)
{140,202) (129,697) {127,854) {125,960}
{29,938) (38,671) {37,390) (35,095)
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G093
G095
G096
G097
G099
G100
G103
G104
G106
G111
G113
G123
G124
G127
G133
G135
G133
G142
G148
G149
G151
G153
G156
G159
G161
G162
G164
G167
G169
G190
G197
G199
G208
G219

G002
G003
G014
G015
G027

Sherwood Lodge (G093)

Estates + Property (G095)

Building Cleaning (General) (G096)
Groundwork & Drainage Operations (G097)
Catering (G093)

Benefits (G100}

Council Tax f NNDR (G103}

Sundry Debtors (G104)

Housing Anti Social Behaviour (G106}
Shared Procurement Unit (G111)
Parenting Practitioner (G113)
Riverside Depot (G123)

Street Servs Mgmt & Admin (G124)
Planning + Estates Admin (5127)

The Tangent Business Hub (G133)
Domestic Violence Worker {G135)
Sherwood Lodge Development (G138)
Community Safety - CCTV (G142)
Trade Waste (G148)

Recycling (G149)

Street Lighting (G151)

Housing Advice (G153)

The Arc (5156)

Council Tax Benefit Reform (G159)
Rent Rebates (G161)

Rent Allowances (G162}

Support Recharges (G164)

Facilities Management (G167}

Closed Churchyards (G169}

Executive Director - Operations (G190)
Assist Dir - Finance, Revenues + Benefits (G197)
Assist Dir - Street Scene (G199)

Assist Dir - Estates and Property (G208)
Community Cohesion Officer (G213)
Total for Operations Directorate

.C.T. (G002}

Reprographics (printing) (G003}
Customer Contact Service (GD14)
Strategy & Performance (GO15)
Emergency Planning (G027)

Estimated Base
Dutturn Budget Forecast Forecast
2015/16  2016/17 201718  2018/19
4 £ E £
15,195 16,217 o i
543,025 525,197 530,109 535,300
73,336 75,336 75,336 76,852
45,822 45,885 46,758 47,256
6,000 6,000 5,000 6,000
517,358 660,162 714,062 766,057
234,921 251,208 249,602 255,249
92,270 84,725 B6,313 88,126
70,039 72,173 72,824 73,631
34,760 34,760 34,760 34,760
44,628 45,991 46,381 46,865
167,875 175,080 177,609 180 448
62,571 69,798 71,200 71,963
465,214 48,584 49,032 49,585
{1,929) (15639)  (14,495) (13,324}
38,208 39,349 39,678 40,086
20,000 0 o i}
90,565 33,370 33,370 33,370
{61,792 (61,421) {51,290 (61,162)
77,664 227,302 227,582 227,197
25,563 25,811 26,062 26,316
10,870 12,049 12,158 12,294
274,627 229,920 233,831 237,902
(43,333) L] o i
{120,190) (202,205) {214,338) (227,198)
(135,218)  (142,479) (150,103) (158,108
(3.475,528) (3,410,307) (3,442,881) (3,459,695)
20,500 20,500 20,500 20,500
10,000 10,000 10,000 10,000
49,980 51,730 52,230 52,750
31,890 33,890 35,200 36,530
31,709 33,755 35,068 35,432
32,155 34,016 35,259 36,595
30,426 42,847 o i}
2,099,735 3,214,885 3,205,215 3,301,416
666,593 656,699 673,645 667,329
102,431 106,559 108,661 108,825
734,439 752,932 768,644 779,438
142,196 143,329 142,538 145,525
15,200 15,367 15,536 15,707
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G052
G0E1
G062
G0E3
G0&4
GOES
GO&E7
GO70
G071
G072
G112
G125
G126
G129
G146
G155
G160
G168
G170
G173
G179
G182
G185
G188
G189
G200
G201
G202
G203
G205
G206
G207
G222
G228

Human Resources & Payroll (G052)
Bolsover Wellness Programme (GO61)
Extreme Wheels (G0&2)

Go Football (G063

Bolsover Community Sports Coach Scheme (G064)

Parks, Playgrounds & Open Spaces (GDG5)
Culture & Heritage (G067

Outdoor Sports & Recreation Facilities (G070)
Creswell Leisure Centre (GD71)

Leisure Services Mgmt B Admin {GD72)
Frederick Gents S5chool Community Use (G112)
5106 Percent for Art (G125)

5106 Formal and Informal Recreation (G126)
Bolsover Apprenticeship Programme (G129)
Pleasley Vale Qutdoor Activity Centre (G146}
Customer Services (G155)

Clowne Leisure Centre (G160}
Multifunctional Printers (G168)

5106 Outdoor Sports (G170}

SE Community Sports (G173)

Streets Sports [G179)

Village Games (G182}

Club Link Makers {G185)

Bolsover Contact Centre (G188)

Executive Director - Transformation (G183)

Assist Dir - Customer Services + Improvement (G200)

Assist Dir - HR + Payroll (G201)

Assist Dir - Leisure (G202)

Sportivate (G203)

Badminton (G205)

Street Games (G206)

Cycling (G207)

Clowne Leisure Facilities Enhancement (G222}
Go Active Leisure Centre (G228)

Total for Transformation Directorate

Total for: General Fund

Estimated Base
Outturn Budget Forecast Forecast
2015/16 2016417 2017/18 2018/19

£ £ £ £
297,418 250,215 291,091 299,744
13,439 22,004 24,534 27,472
87 {1,801) {412) 42
11,916 11,448 11,650 11,808
125,212 133,826 138,001 139,699
46,705 48,224 47,277 47,474
44,654 32,579 32,908 33316
35,267 30,833 31,081 31,333
155,181 149,518 150,526 148,951
153,332 160,970 162,346 163,997
19,798 22,274 23,367 24,083
174,241 0 ] u]
117,080 91,995 9,532 79,191
71,956 32,825 15,495 u]
34,253 38,705 39,266 39,925
64,914 28,035 28,289 28,604
26,680 31,293 34,927 36,710
55,619 55,619 54,562 52,170
297,051 85,735 ] 0
1 0 0 u]
(2,849) 0 ] u]
4,773 0 o u]
4,457 0 o u]
o (15,141) (29,349) (28,510
50,105 51,850 52,360 52,880
33,152 35,043 35,365 35,755
48,530 33,110 34,400 35,730
33,302 35,199 35,515 35,905
(191) a o u]
] 0 ] u]
(3,.371) 0 o u]
300 0 o u]
47,460 0 ] u]
] 71,060 44,505 (193,635)
3,621,331 3,150,314 2,976,260 2,819,453
o o o 0
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Appendix 1: Table 3

APPENDIX 1 : TABLE 3

Expenditure Share of CT Scheme Scheme

Precept Support Ends March Ends March
Parish (2015/18) Grant 2023 2020
Ault Hucknall 34,000 2,856 476 951
Barlborough 97,797 6,482 1,080 2,159
Blackwell 107,379 11,809 1,968 3,932
Clowne 249,627 22,836 3,806 7,604
Elmton with Creswell 157,074 27,018 4,503 8,997
Glapwell 48,875 5,006 834 1,667
Hodthorpe 21,663 3,502 584 1,166
Langwith 92,158 17,286 2,881 5,756
Old Bolsover 213,628 29,267 4,878 9,746
Pinxton 156,788 16,390 2,732 5,458
Pleasley 63,768 7,972 1,329 2,655
Scarcliffe 49,757 9,333 1,556 3,108
Shirebrook 460,808 92,468 15,411 30,792
South Normanton 238,288 23,926 3,988 7,967
Tibshelf 123,917 12,679 2,113 4,222
Whitwell 170,338 19,893 3,316 6,624

2,285,865 308,723 51,454 102,805
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Appendix 1 : Table 4

BOLSOVER DISTRICT COUNCIL: GENERAL FUND RISK REGISTER

Risk and Mitigation in Place

Gross
Value of
Risk £000’s

Probability

Potential
Impact
£000’s

Overspend
budgets.
The financial information system and budget
monitoring arrangements are robust. The
Council has a good record of managing
spending against budgets.

Regular monitoring reports will be taken to
Executive, Council and Audit Committee.
Elected Members have a good awareness of
the Council’s financial position.

The development of the current budgets has
been based upon the active engagement of
cost centre managers.

on challenging revenue

1,000

30%

300

Reduction in Government Grant/NNDR/
New Homes Bonus or loss of other
income above the budgeted Ilevel
incorporated within the MTFP

Income Budgets have been established on a
prudent basis.

The position on income levels will be
monitored as part of the Council’s routine
budget procedures.

The Government has outlined financial
settlements over the next three financial
years

1,000

30%

300

Inability to achieve assumed level of
efficiencies.

Regular reports will be taken to Executive,
Council and Audit Committee, which will

monitor progress and ensure accountability.

The Council has a good record of achieving
savings over previous financial years

250

40%

100

Risk and Mitigation in Place

Gross
Value of
Risk £’s

Probability

Potential
Impact £’s
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4 Overspend on Capital Programme or 6,000 5% 300
underachievement of capital receipts
leads to a charge against the Revenue
Position
o The revenue framework outlined above will
also govern the position in respect of the
Capital Programme.
J The Council has agreed a general principle of
not entering into capital commitments unless
the resource required to finance those
commitments has been secured.
J The Council has access to the uncommitted
element of the Transformation fund as an
optional measure to avoid a charge on the
General Fund.
5. A major Business Continuity Issue arises. 2,000 10% 200
o The Council has in place Business Continuity
Plans and Insurance Arrangements which
are intended to address these risks.
J Previously in exceptional circumstances
Central Government has provided financial
support to authorities in these circumstances.
6. Increased cost of Welfare Reform including 500 25% 125
Council Tax Benefit as a result of increasing
costs not being fully covered by additional
government grant, or from the proposed
reforms of the service.
. Budgets have been established on a prudent
basis, however, part of the risk of cost
increase now falls upon local authorities.
7. An increase in employee costs associated 500 50% 250
with a national pay award, requirement to
retain key staff or with changes in local terms
and conditions.
o While the Council has made budget provision
for all known changes there remain risks
around the fact that key personnel could
leave for better remunerated posts
elsewhere, or that a challenge is made in
respect of existing terms and conditions.
Notional Potential Financial Impact of 1,575

Identified Risks
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APPENDIX 2

Housing Revenue Account

Introduction

This Appendix considers the elements of the Medium Term Financial Plan
relating to the Council’s Housing Revenue Account (HRA) budgets as part
of the Council's Medium Term Financial Plan. As such it covers the
Council’s revenue expenditure relating to the provision of Council Housing.
This financial and service planning framework has a direct impact upon the
quality of the housing service provided by the Council to our tenants.

The proposed budgets for both 2015/16 (Estimated Outturn) and 2016/17
(Original Budget) are detailed in Appendix 1 to this report. The Appendix
also details the projected position, on the basis of current patterns of
income and expenditure, for both 2017/18 and 2018/19.

2015/16 Estimated Outturn Budget

In February of 2015 Members agreed a budget in respect of the current
financial year 2015/16. That original budget is detailed in Table 1 of this
Appendix, where it can be compared against the Estimated Outturn Budget
for 2015/16. The position on the HRA has been monitored during the course
of the year with Estimated Outturn budgets for the HRA having only minor
changes to the Revised Budget figures reported and approved by the
Executive in November 2015.

The key points of change in arriving at the Estimated Outturn position are
outlined below:

Overall income anticipated to the HRA has reduced by £0.332m. The main
factor in this reduction is that rental income is £0.261m (1.2%) below the
original budget which has mainly arisen as a result of an increased
number of voids. While, contributions towards expenditure have reduced,
this is effectively offset by a reduction in related expenditure.

With respect to expenditure there has been an overall reduction of
expenditure of £0.327m against the approved budget. The main changes
included a reduction in expenditure in respect of the provision for bad
debts of £0.100m, together with a lower spend on repairs and
maintenance.

The reductions in both income and expenditure effectively balanced each
other out in financial terms, with the net result that the forecast surplus has
dropped from one of £0.015m to one of £0.010m. At the year end the
projected HRA Reserve is one of £1.891m.
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With respect to the period up March 2016 the impact of the April 2012
localisation of the HRA reform has resulted in minimal impact upon the
Council’s tenants. This was always the intended outcome. Underpinning the
reforms of 2012 was a core principle that each local authority became a
standalone landlord managing what amounted to a commercial HRA, with a
considerable level of local autonomy. A key factor in the successful
transition was that the initial settlement was a reasonable one which
protected existing levels of income and effectively insulated the HRA from
the austerity which applied to other areas of the public sector. Underlying
the HRA localisation was a Government calculation concerning the financial
viability of each individual Council’'s HRA which was used as the basis for
allocating debt. In the case of Bolsover District Council the debt transfer
amounted to £94.3m which costs in excess of £6m p.a in repayments which
is almost 30% of the rental income.

Local Authorities became responsible for managing HRA income to repay
debt, to ensure adequate financial provision to maintain and refurbish the
stock whilst meeting the service expectations of our tenants. Subsequent to
the initial debt settlement which was based upon affordability as calculated
by a financial model, the Government has introduced a range of significant
changes to the assumptions upon which the debt calculation was based.
These include changes in regulations making Right to Buy more attractive,
together with changes to the policy for setting council house rents. Both of
these — which are outlined in more detail below — have served to reduce the
rental stream against a background of essentially fixed costs such as debt
repayment, services to tenants and investment in tenants homes. The
combined impact of these changes has been to undermine what was a
reasonable settlement, with the extension of the public sector austerity
agenda into the Housing Revenue Account.

In terms of quantifying the impact of these changes amendments to the
Right to Buy legislation, together with the improving economic position has
resulted in the number of Right to Buy’s rising from the 8 per annum
assumed within the HRA Debt Allocation model, to a position where
approximately 40 sales will be completed during the current financial year.
For the HRA this represents a significant loss of income and the additional
homes sold in the current year alone will reduce the Council’s rental stream
by in excess of £100,000 every year, or £8m over the period of the
Business Plan. Legislation is also being proposed to require Councils to
dispose of their 10% of most valuable properties. While initial indications
are that this will largely impact on properties in the South (given the
relatively low value of houses in areas such as Bolsover), if the sales were
to be required on a local basis then there will be a further impact which it is
not possibly to quantify at this stage.
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Level of Council House Rents

8. Secondly, in addition to providing additional incentives for tenants to
exercise the Right to Buy, the Government has also reduced the income
stream to the HRA by adjusting national rent policy so that rent increases
were lower than allowed for in the HRA localisation model. National Rent
policy was first amended as part of the 2013 Spending Round when the
Government removed rent convergence from the formula, and switched the
calculation of inflation from RPI to CPI. Taken together and given that
Bolsover was way off ‘target rent’ these changes resulted in a loss of
income to the HRA in excess of £1m p.a. Government justified the ending of
the rent convergence policy on the basis that a majority of Council’s had
already reached target rents, however, this is not the case in Bolsover
where as a Council we started at a lower level of rent than many other
authorities.

9.  While the revised rent policy was intended to last for the 10 years from April
2015, the incoming Government changed that policy in the budget of July
2015. Accordingly, with respect to next financial year the Government is
requiring local authorities in common with all other providers of social
housing to reduce rental levels by 1% per annum. This policy has been set
to cover the four years from April 2016 to April 2019 and nationally will
contribute £2.4bn towards the Government target of securing £12bn of
savings from the welfare system. For Bolsover District Council this reduces
rental income by£0.4m in respect of 2016/17, with the loss of rental income
rising to an estimated £2m p.a. by 2019/20. Over the period of the 30 year
HRA Business Plan the loss of rental income is likely to amount to
£60m.The actual rental loss is, however, dependent upon the level of
inflation and the table given below demonstrates that the higher the level of
inflation over this period the greater the loss of rental income will be.

Estimated rent loss comparing new government policy to existing
policy. (£Em) — excluding RTB / New Build

Inflation | Year 1 Year 2 Year 3 Year 4 Year 1-4 | 30 year

0% 0.43 0.85 1.28 1.71 4.28 35.28
0.5% 0.53 1.07 1.61 2.15 5.37 74.28
1.0% 0.64 1.29 1.94 2.60 6.48 95.94
1.5% 0.79 1.15 2.28 3.06 7.60 120.61
2.0% 0.85 1.73 2.62 3.53 8.72 148.73
2.5% 0.96 1.95 2.96 4.00 9.87 180.74
3.0% 1.06 217 3.30 4.47 11.02 217.19

10. Given that the HRA needs to be financially self sufficient the reduction in
income will need to be accompanied by corresponding expenditure
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11.

12.

13.

14.

reductions. On the basis of current information that is likely to be managed
by a reduced capacity to operate a new build programmes (although the
currently agreed B@home programme will continue, together with a
rephrasing of debt repayments and the HRA capital programme. Officers
are currently of the view that the position can be managed with only a
limited impact on tenants — which reflects our low cost base — however, it
does need to be recognised that if more realistic rent increases in line with
inflation are not agreed from April 2020 then given the debt burden and
other fixed costs on the HRA the position will become increasingly difficult
to manage.

In the short term the major revision to the Council’s HRA is that it has been
necessary to reduce the level of debt repayment by a corresponding
amount with effect from next financial year. While the Council is still
operating on the basis that it will be able to repay its debt within the 30
years of the Business Plan, this reduction in the level of debt repayment
increases interest costs in future years and impacts on the Council’s ability
to construct new properties.

With respect to the change in the basis of setting rental levels this will have
a significant impact of the financial sustainability of the local HRA. In
addition to a reduced financial capacity to build new homes and slower
repayment of outstanding debt existing tenants may be adversely affected
by a rephasing of future capital upgrades. Whilst the Council will continue to
seek to secure efficiency savings there will inevitably be detrimental impact
on services to tenants.

In addition to the impact arising from changes in rent setting policy, the HRA
will be detrimentally affected by changes in the Supporting People
Programme operated by Derbyshire County Council. These changes to
Supporting People funding of services have been introduced in order to
offset the impact of central government reductions in grant support. While
negotiations are ongoing with respect to Supporting People funding on the
basis of current information there will be a reduction of grant in the region of
£0.350m, which given that this funding supported services in the Sheltered
Housing schemes will constitute a charge against the HRA.

Housing Revenue Account Budget 2016/17

The proposed HRA budget in respect of 2016/17 is presented in Table 1 to
this Appendix. There are three key changes which are driving the budget
position in respect of next financial year which are as follows:
e The change in rent setting policy which reduces the level of income
by £0.4m
e The reduction in the level of Supporting People grant which costs a
further £0.350m
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16.

17.

e Finally, there is a requirement to increase expenditure on the HRA
capital Programme to ensure that life expired assets such as heating,
kitchens etc are maintained at a Decent Standard. To meet the
increased need the expenditure on these items needs to increase in
2016/17 by £1.5m (from £4.2m to £5.7m).

Taken together these three factors represent a year on year increase in
costs of £2.25m. In order to address these increased costs it will be
necessary to reduce the repayment of debt from the £3.5m paid last year, to
a figure of £1m in 2016/17, followed by £1.1m in 2017/18 and £1.2m in
2018/19. In order to secure the objective of repaying the debt within the 30
year Business Plan period it will be necessary to accelerate debt repayment
in the later years of the Plan, which should be facilitated by the anticipated
return to rent increases at a level marginally above inflation from April 2020
onwards.

On the basis of the changes outlined above it is planned that the HRA will
generate a small in year surplus of £0.011m. This will increase the level of
general HRA reserves to a figure in the region of £1.9m at the end of March
2017. While previously Council had agreed to an increase to £2m given the
increasingly financial challenging position on the HRA it may now be more
appropriate to seek to maintain a level of £1.9m over the period of the current
MTFP, than to seek an increase to £2m.

Given the financial challenges which have been identified within this
Appendix it should be noted that Officers are continuing to monitor the
sustainability of the HRA primarily through the 30 Year Business Plan. One
of the major challenges facing the HRA following on from the changes
introduced by the Government is that of funding the programme of capital
works necessary to ensure that the Council can maintain its properties at
the Decent Homes standard. On the basis of the current 30 year Business
Plan the Council should be in a position to generate sufficient revenue to
fund a capital programme in the region of £5.5m per annum. On the basis of
the information held within the stock condition survey that should be
sufficient to fund a programme which will maintain the Council housing
stock at the decency standard, although use will need to be made of both
phasing of expenditure and headroom borrowing in order to ensure that the
Programme remains affordable during the later stages of the MTFP.

The measures outlined within this report enable the funding of HRA
expenditure budgets for 2016/17 which are essentially a roll forward budget.
Under the current proposals it is planned that tenants will see a continuation
of existing levels of service over the period of the current Medium Term
Financial Plan. Over the period of the 30 year Business Plan the budget
also helps put the Council in a position where Council Housing remains a
sustainable form of tenure offering good quality housing with robust tenant
rights at a rental level significantly below that available in the private rented
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19.

sector. In order to achieve this objective - against a background of reduced
income - it will, however, be necessary to secure further cost efficiencies
against a background of an already low cost service, in order to protect
services to tenants.

Planning Budgets 2017/18 to 2018/19

In line with established good practice the MTFP sets out the Council’s
projected financial position over a 3 year period. The forecasts in respect of
the latter two years are largely based upon a roll forward of the budgets in
respect of next financial year. With respect to debt repayments these will be
maintained at the reduced level of £1.141m in 2017/18 followed by 1.226m
in 2018/19 .While the level of debt repayment has needed to be reduced the
policy of continuing to repay debt at this stage of the Business Plan is
crucial both to reducing borrowing costs and in order to build up the funding
necessary to finance an accelerated programme of renovation work which
will be necessary in the later years of the 30 Year Business Plan. If debt is
not lowered at this stage then the funding will not be available to replace
bathrooms, kitchens, roofs, doors and windows as these major investments
become necessary.

Within the budgets in respect of these latter two years the key assumptions
that are made are as follows :

eThe Council applies the Government’s policy that rents in the social
housing sector are reduced by 1% a year for a period of 4 years
starting in April 2016.

e Interest rates remain low and stable with a rise in Bank Rate — which
determines short term borrowing and investment costs — in the region
of 1%.

eThat salary costs rise by 1% per annum across the period of the
current MTFP.

eNo changes to employer superannuation contributions or to the lump
sum deficit recovery.

*No allowance has been made in respect of the Apprentice Levy of 1%
of payroll costs which is currently out for consultation. On the basis
that the Government’s current proposals are accepted then this will
cost an additional £90k p.a. Officers anticipate that it should be
possible to offset at least part of these costs through the employment
of apprentices, however, the potential cost pressure does need to be
recognised.

eNo allowance has been made in respect of general inflation but
allowance has been made for specific items where that is considered
to be appropriate.
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Fees and Charges

While the main source of income for the HRA arises from property rents the
HRA is also dependent for its financial sustainability upon a range of other
charges. These charges are now set in the light of an agreed principle that
wherever possible the Council should seek to apply the principle that
charges for services should reflect the cost of providing those services.

The Council has adopted the general principle that charges to tenants
should reflect the cost of providing the services, in many cases the historical
charge was a notional one. For the next financial year in order to continue
the gradual implementation of this principle the majority of charges are
recommended to be increased by a figure of 2%. The one exemption to this
general level is in respect of the mobile (self funded) wardens service where
an increase of 13.5% is recommended, reflecting the impact of the
reduction in the level of Supporting People grant support. The pricing that is
proposed in respect of 2016/17 reflects this gradual approach.

A schedule of the proposed charges — is set out within Table 3 to this
report.

Level of HRA Balances

Given the greater level of uncertainty associated with a localised HRA the
Council agreed an objective of working towards general balances of £2m in
order to provide an appropriate level of financial resilience to the account.
The financial projections given in Appendix 1 (summarised below) show that
the level of HRA balances will be maintained at around a figure of £1.9m. At
this revised targeted minimum level of HRA balances there is effectively a
reserve of £370 per property. In the light of the HRA Risk Register set out in
Table 2 below the Chief Financial Officer considers this to be an adequate
level. In addition to the HRA General Reserve it should be noted that there
are capital reserves in respect of the Major Repairs Reserve, the
Development Reserve and the Vehicle Reserve. While these amount to
£4.5m it should be noted that they are largely contractually committed to
support Approved schemes within the Council’s HRA capital programme.

HRA Risk Reqister

A financial Risk Assessment is set out in Table 3, which outlines the risks,
the mitigation which is in place, the potential impact and the probability of
the event occurring in order to arrive at a notional calculation concerning the
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potential financial impact of the risks which the Council is currently facing.
This indicates that the identified risks which the Council’s HRA is currently
managing amount to £1.425m. Given that there are estimated HRA general
balances across the period of £1.9m there would appear to be a reasonable
level of cover available for the level of identified risk.

The assessment concerning the level of risk is essentially used for two
purposes. In the first place an understanding of the risks which the Council
faces is crucial in agreeing an appropriate level of financial reserves which
are required. Secondly, the identification of the risks is the first stage in the
process of more effectively managing, or of mitigating those risks. By
identifying the risks it is possible to avoid them, to insure against them, to
transfer the risk, or most likely actions can be taken to reduce or to mitigate
the risk. The Council’s Financial Risk Register is closely linked to both the
Strategic and Operational Risk Registers. The Council has in place a
comprehensive approach to Risk Management which is reported on a
regular basis to Executive, and this process will continue to be utilised in
order to manage the key financial risks.

Given that the reformed or localised HRA is now in place and operational
there has been a change in the nature of the strategic risks facing the HRA.
While original assumption was that the HRA should benefit from greater
financial certainty as a result of the ending of annual financial settlements
from central government, this has been undermined by the fact that the
Government has changed both rent setting policy and the right to buy
legislation in @ manner which facilitates an accelerated reduction in stock.
The new localised arrangements, however, clearly require that the Council
ensures the HRA continues to be sustainable and stable by maintaining and
delivering a robust 30 year Business Plan. The HRA Business Plan and
Treasury Management Strategy are both crucial elements in mitigating the
risk of financial instability or non-sustainability for our local HRA housing
stock. Both our tenants and the Council have a greater degree of influence
under the new system but this increased level of local influence operates
within the context of a framework where rent levels will continue to be set
nationally, where the housing stock is required, at a minimum, to meet the
Decent Homes standard, and where a continued good level of service
needs to be delivered to local tenants.

While much has been made of the difficulties experienced by local authority
housing operations under the previous system as a result of the fact that
financial resources are only made available on an annual basis, it needs to
be recognised that the previous system also had important flexibilities built
into it. In particular the annual settlement acknowledged issues such as
reductions in the level of stock arising from demolition, transfer and right to
buy, while it also took account of changes in the costs of operating a
housing service. These risks were effectively those of central government
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and the national housing pool. With the introduction of HRA reform these
risks now need to be managed locally, and they emphasise the importance
of robust local planning and financial control in the effective management of
our Housing stock.

RECOMMENDATIONS

The recommendations arising from this Appendix are set out in section 6 of
the covering report.
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APPENDIX 2 - TABLE 1

Criginal
Actual Budget
2014115 Details of Expe nditura 201516
£ £
HOUSING REVENUE ACCOUNT
Expenditure
4,370,846 Rapairs and Maintanance 4654,184
4,346,056 Supervision and Management 4,790,708
565,047 Spocial Services 633,369
756,910 Supponing Paople 797,989
0 Supporting People Wardens 0
0 Supporting People Central Control 0
75,660 Tenants Participation 100,858
90,394 Increase in Bad Debis Provision 200,000
3,481,252 Cost of Capital - Interast 3,351,435
3,500,000 Cost of Capital - Debt Repaymant 3,500,000
9,250 Dabt Management Exponses 11,128
0 Contingancy for Pay Award 90,117
17,185,415 Total Expenditure 18,129,873
Income
(20,810,018) Income (21,378,780)
(14,530) Repairs and Maintanancs (16.490)
(7.043) Supervision and Managemant (3.480)
(353,665) Spocial Services (354,576)
(695,436) Supporting People (772,856)
0 Supponting Poople Wardens 0
0 Supporiing People Central Conirol 0
(16,062) Leasaed Flats (15,870}
(7.486) Leased Shops (2.650)
(2,097) Empty Propertios back inio usa (4,000}
(22,016,335) Total Income (22,548,911)
Appropriations
2,212,201 Depraciation 2,210,234
1,516,572 TA tof(from) Major Ropairs Reserve 1,718,766
3728773 3,929,000
50,000 Confribution to Insurance Reserve 50,000
950,000 Cont o Development Resarve 4]
180,000 Cont fo Viahicle Reserve 425,000
(102,924} Use of Heserves 0
(4.764) Usa of Unapplied Revenus Grant 4]
1,072,312 475,000
(18,835) Net Operating (Surplus) / Deficit (15,036)

(1,861,323) Working Balance at Start of Year (1,881,158)
(18,835) Contribution to/(from) Balances (15,036)
(1,881,158) Working Balance at End of Year  (1,806,104)

Estimawed
Ourtturm
201516

£

4 576,228
4,846 275
B20,187
Teb.222

o

o

&7.863
100,000
3346191
3,500,000
8.500

o

17,851,466

(21,117,543)
(3.345)
(3,480)

(332,825)
(735,638)
0

0
(16,000)

(2,650)
0

(22,217,481)

2,383.034
1,548,073
3,933,007

50,000
o
445,000
(68,985)
{3,000)
423,015

(9,893)
(1,881,158)

{9,993)
(1,891,151)

Base
Budget
2016017

£

4771768
4,785 286
E24 251
0

586,724
205,340
86702
100,000
3,230,022
1,015,667
10,688

4]

15,417,149

(20,851,075)
{10,345)
(3,480
{341,680)

]

(179,57 0)
{200,200)
{16,000
2,650)

0

(21,614,999)

2,383,034
3473616
5,856,650

50,000
100,000
180,000

4]
4]
330,000

(11,200
{1,881,151)

(11,200)
(1,002,351)

Forecast
201718
£

4,812,336
4,820,742
637,600

o

500,323
206,980
87.416
100,000
3,250,004
1,140,594
12,024

]

15,676,919

(20,653,104)
[10,345)
(3,480)
(347,015)

o

{181,545)
(202,402)
[16,000)
(2,650)

0

(21,423,441)

2,383,034
2,903,235
5,376,260

50,000
200,000
25,000
o

1]
335,000

(35,253)
(1,802,351)

(35,253)
(1,937 ,604)

Fomcast
201819
£

4870251
4,859,033
652,145
0

501,382
208,700
98,137
100,000
3,243,779
1,226,190
13,527

1]

15,863,133

(20,450,083)
{10,345)
{3,480)
(354,567)

o

{183,542)
(204,629)
{16,000)
{2,650)

0

(21,234,205)

2,383,034
2,934,535
5,317,560

50,000
0
0
0
0
50,000

{3,573)
(1,937,604)

(3,573)
1,941,177)
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HRBA - Fees and Charges 2016/17 Appendix 2 - Table 2

Section A - Charges Made over 48 Weeks

Type of Charge Charge per Week Difference
Current Proposed £ 9%

a. Heating 9.44 9.63 0.19 2.0

Bedsit (sheltered) 13.39 13.66 0.27 2.0

1 bed flat (sheltered) 24.95 25.45 0.50 2.0

1 bed bungalow 14.87 15.17 0.30 2.0

2 bed bungalow 1877 2017 0.40 2.0

2 bed flat 22.39 22.84 0.45 2.0

b. Wardens Service

Static (self funded) 12.86 13.12 0.26 2.0

Maobile (self funded) 377 4.28 0.51 13.5

c. Wardens Service (DCC funded)

Static (DCC) 13.10 (Fixed by contract-

Mobile (DCC) 5.92 awaiting DCC info)

Alarm Monitoring (DCC) 2.55

d. Special Services

Special Services 15.08 15.38 0.30 2.0

e. Buggy Parking

Buggy Parking (inc Electicity) 3.60 3.70 0.10 28

f. Garages

Garages (Direct Debit) 8.70 8.87 017 2.0

Garages (other) 11.50 11.75 0.25 2.2

Section B - Charges Made over 48 Weeks

Type of Charge Charge per Week Difference
Current Proposed £ %

g. Lifelines (inc Monitoring)

Lifeline Bronze 4.45 4.54 0.09 2.0

Lifeline Gold 6.85 6.99 014 2.0

Lifeline RSL 4.25 4.35 010 24

Section C - Charges Made over 48 Weeks

Type of Charge Charge per Week Difference
Current Proposed £ %%
Garage plot 185.00 190.00 5.00 27
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APPENDIX 2, Table 3

HOUSING REVENUE ACCOUNT: RISK REGISTER

Risk and Mitigation in Place

Gross
Value of
Risk £’s

Probability

Potential
Impact £’s

1. With effect from April 2012 the Government

introduced a new financial regime to manage the

HRA. This reform effectively transferred a
number of risks from the national HRA pool to
individual local authorities. These include
reduction in property numbers from RTB,
demolition, changes in HRA legislative and rent
setting framework etc.

e While the new system brings with it uncertainty
and associated risks the flexibility incorporated
within the system means that risks are more
likely to materialise in respect of the longer term
sustainability of the HRA. The indicative figures
provided cover the initial year impact only.

e While the Council will monitor the impact of
trends in respect of the HRA through its budgets
and the Business Plan it needs to be recognised
that many of the risks arise from situations
beyond the Council’s direct control such as the
loss of stock through Right to Buy, or through
elements of the housing stock not being
economically sustainable.

£2,000,000

10%

£200,000

2. Rental collections fall as a result of the wider
economic position and major changes being
introduced to the welfare system.

e Assumed income levels have been calculated on

the basis of previous experience and are based
on prudent assumptions with appropriate bad
debt provisions in place.

e The Council will work with tenants to ensure
adequate support is available to keep rent
payments up to date.

e The Council has recently strengthened its
procedures for the recovery of arrears and has
established appropriate financial provisions
should write offs be required.

£500,000

25%

£125,000
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Risk and Mitigation in Place

Gross
Value of
Risk £’s

Probability

Potential
Impact £’s

3. The level of void property is above the
budgeted allowance.
e Void levels have fluctuated quite significantly
as major works and plans are undertaken. A
void allowance is built into the main rental
budgets to minimise this variance.

£500,000

25%

£125,000

4. There are unanticipated pressures on
demand led budgets such as repairs and
maintenance, or costs or income fall outside of
the budgeted position.

e All budgets are based on previous experience of
expenditure / income and should be sufficiently
robust to cope with the expected range of
fluctuation.

£1,000,000

30%

£300,000

5. A significant Business Continuity issue

arises.

e The Council have developing Business
Continuity Plans which should reduce these
risks.

e Appropriate insurance arrangements are in
place.

¢ In exceptional circumstances Central
Government has provided an element of financial
support.

£2,000,000

10%

£200,000

6. Capital Expenditure

¢ Any significant overspend on the capital
programme may require an additional
contribution from the HRA to finance.

e Regular contract management and capital
budget monitoring meetings will manage the
HRA capital programme.

e The risk on much of the Programme can be
managed by reducing the number of
Commitments entered into. There are however
two projects with a total value approaching £6m
where this approach is not appropriate.

£6,000,000

10%

£600,000

Calculated Potential Financial Impact of
Identified Risks

£1,425,000
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APPENDIX 3

Capital Programme

Introduction

. This Appendix considers the Medium Term Financial Plan as it relates to the

Council’s capital programme.

The provisional capital budgets for both 2015/16 (Revised Programme) and
2016/7 (Original Programme) are shown in Table 1 to this Appendix. The table
also details the forecast investment planned for both 2017/18 and 2018/19.

It should be noted that there will be a separate report to Council concerning the
Council’s Treasury Management Strategy. That report includes consideration of
issues concerning borrowing and leasing which provide the capital financing to
enable the proposed capital budgets outlined within this report to proceed.
Given its links with the budget process the Treasury Management Strategy will
be considered by the budget setting Council on 3rd February 2016. With regard
to both the HRA and the General Fund elements of the Capital Programme
asset surveys have been completed which are informing future investment
priorities. In the case of the HRA the Capital Programme is effectively fully
funded by HRA resources and needs to ensure that assets are replaced at the
point in time when they are at the end of their useful operational life. This
process is informed by the stock condition survey. A particular issue for the
HRA is that its capital investment strategy will need to be shaped by the
requirement to undertake replacement of items such as bathrooms and
kitchens as they are due for replacement at the end of their effective life. This
results in investment needs being concentrated into certain periods rather than
being spread evenly over the 30 year life of the Business Plan. Accordingly at
certain points in time the HRA needs to generate financial balances to fund the
level of investment required in future financial years. A clear consequence of
poor financial planning will be deterioration in the quality of the homes currently
enjoyed by our tenants.

4. The Council will continue with its policy of using prudential borrowing rather than

5.

operating leases in areas such as vehicles and leisure equipment. Officers are
of the view that flexibility over length of ownership, access to better interest
rates and the financial savings which arise from being owner of the property
secure longer term financial savings, which outweigh any benefits that leasing
may provide.

An overview of the scale of the current approved and proposed capital
programme is provided in the table below:
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2015/16 2015/16 | 2016/17 | 2017/18 | 2018/19
Current Revised | Original | Original | Original
£,000 £,000 £,000 £,000 £,000
General Fund 6,163 4,052 6,058 928 1,067
Schemes
HRA Schemes 7,201 5,821 11,604 10,028 9,651
Total 13,364 9,873 17,662 10,956 10,718

Capital Programme — Estimated Outturn 2015/16

The Revised Programme in respect of the current financial year, which is
detailed in Appendix 3 Table 1, shows a net decrease of £3.491m (£13.364m
to £9.873m) over the Current Programme. The majority of this decrease in
expenditure (£2.286m) relates to the decision not to proceed with the Mini
Hub at Bolsover, which is offset by increased expenditure arising from the
replacement scheme (£1.4m net saving), with the costs on the replacement
schemes to be incurred in 2016/17. In addition a further £0.455m reduction in
respect of the new Council homes project, together with £0.925m of general
housing capital work are to be slipped from the current year into 2016/17.

General Fund Programme 2015/16 to 2018/19

Within the General Fund table are the capital expenditure plans for 2015/16
and future years. The following sections summarise the current position and
outlines the key schemes.

With regard to the General Fund the Stock Condition survey has provided
indicative details of the longer term refurbishment requirement of the Council’s
assets. In order to recognise the requirement to undertake necessary
refurbishment work the Programme has a recommended provision of £250k
for each of the years 2016/17 to 2018/19 in order to fund work in line with the
Asset Management Plan. It is recommended that the existing delegation to
the Assistant Director (Property and Estates) in consultation with the Portfolio
Member and the Asset Management Group to approve the utilisation of
£0.100m of the Asset Management Allocation should be extended. This
delegation will allow any items where work is required immediately to proceed
in a timely fashion. In particular this facility is helpful when it is necessary to
undertake work to premises in order to secure a long term tenancy, or to
authorise urgent renovation work. Expenditure authorised under this route will
continue to be reported back to Executive through the Quarterly Budget
Monitoring Report. One item that it is appropriate to consider for funding from
this allocation of £0.250m is the replacement of the boilers at the Clowne
office facility. Under the contract for the enhanced Leisure facility provision
has been made to relocate and reinstall the existing boilers. Given that the
boilers to heat the existing facility are now in excess of 7 years old officers are
of the view that the most cost effective solution would be to replace the
existing boilers with new ones. Whilst the detailed feasibility work needs to be
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undertaken officers are of the view that in terms of lifetime costs it would be
more cost effective to replace now, and to eliminate the need to replace in 3
to 4 years time. This would also facilitate earlier securing of energy efficiency
savings. Should it be decided to proceed these costs will be funded from
within the recommended delegated approval of £100,000 in respect of Asset
Management Plan work

As a background to the Asset Management Plan and the Capital Programme
it is helpful to have an awareness of the key buildings which are currently
operated by the Council are as follows:

Project Horizon Office / Admin Buildings. The main administration
buildings at Clowne and at the Riverside Depot are both modern
buildings and are anticipated to require minimal maintenance over the
next 10 years. During 2015/16 the major change to the Approved
Programme was that Council agreed a revised arrangement for the
replacement contact centre at Bolsover. Rather than pursue the option
of a new build contact centre the Council is looking to refurbish a
former bank on Cotton Street to accommodate the contact centre (co
located with Job Centre Plus), whilst partner organisations will be
relocated into a refurbished Oxcroft House. This revised approach
provides the Council with a better located contact centre, secures a
sustainable future for Oxcroft House, will allow the reinstatement of the
Middle Street car park, whilst freeing up the Sherwood Lodge site for
commercial development. In addition to facilitating a comprehensive
redevelopment of parts of the Town Centre the scheme that has been
agreed is more cost effective for the District than the original proposal.
In addition to the work taking place at Bolsover the Council currently
has an approved scheme within the Capital Programme to provide a
replacement contact centre at Shirebrook in a joint scheme with the
Town Council. The upgrading of facilities at Bolsover and Shirebrook
will mean that all four contact centre (Bolsover, Clowne, Shirebrook
and South Normanton) are now modern fit for purpose facilities.

The Tangent Shirebrook — Again a modern building with little
maintenance requirement anticipated over the next 10 years.

Pleasley Vale Mills : The Council submitted a Heritage Lottery Bid for
the Asset in the spring of 2014 which was unsuccessful. Whilst the
building is likely to have a limited capital requirement for the next five
years or so the reality is that a major refurbishment is likely to be
necessary within a 10 year period. Although the cost cannot be
forecast with certainty until a more detailed scheme is developed
officers would anticipate that it would amount to at least £5m which is
unlikely to be affordable from within the Council’s anticipated capital
resources. Officers are therefore continuing to explore options in
respect of the site, including those of a partnership with the private
sector. In the current year (2015/16) the Council has spent £0.150m on
the Mills which included work to the roof and fire alarm system.

Leisure Swimming Pool / Fixed site facilities. Executive at its meeting
of 5™ January 2015 agreed a strategy to develop a new swimming pool
facility at Clowne to replace the existing provision at Cresswell. The
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10.

proposed programme of £4m is now incorporated into the Capital
Programme given in Table 1, on the basis that it will be funded from a
combination of £2m from the Transformation Reserve and £2m from
prudential borrowing. The scheme commenced on site towards the end
of 2016 and it is anticipated that it will be completed and available for
use early in 2017. On completion it is anticipated that the new facility
will require minimal maintenance. Executive should note that the work
undertaken in respect of Cresswell Pool has indicated a likely
refurbishment / upgrading cost over the next five years in the region of
£0.5m. Whilst work may need to be undertaken to maintain services at
Clowne the cost of that work will need to be contained within the
revised Asset Management Plan capital allocation as set out within this
report.

ICT infrastructure — The overall cost of this work over the period of the
current MTFP (April 2015 onwards) is one of £0.245m which will be
funded from a combination of revenue contribution and capital receipts.
Disabled Facilities Grants — £1.480m over the period of the current
MTFP. This expenditure is partly funded by grant of £1m, however,
Council should, however, note that the DFG budget is a demand led
one and that the Council has an obligation to meet the identified needs
of local residents. The DFG expenditure and associated grant funding
arrangements will be monitored carefully with any changes from the
approved programme being reported back to Members.

The vehicle replacement programme (£3.101m) is an ongoing
programme to replace operational vehicles as they reach the end of
their economic life. The financing is planned to be via prudential
borrowing over the life of the assets replaced.

The Leisure services fitness equipment amounts to £0.550m over the
life of the Programme and is an ongoing programme to provide and
replace fitness equipment on the basis that these costs will be covered
by the revenue income that they generate. Outright purchase funded
by prudential borrowing is a more cost effective way to finance these
income generating assets than the leasing method previously utilised.

The sections above have outlined the main elements of the Programme
and how they will be financed. For those scheme where no specific funding
has been identified the work will need to be funded by Capital Receipts, or
prudential borrowing. In order to ensure the continued funding of the capital
programme it is recommended that the Asset Management Group be
requested to develop options in terms of asset sales with which to fund the
capital programme in respect of future years. It should be noted that asset
sales of unutilised or underutilised assets generally also secure both
revenue savings for the Council whilst encouraging investment from the
purchaser of the asset concerned. This makes an important contribution to
securing the ongoing regeneration of the District and to delivering the
Council’s growth agenda.

58



25.

26.

27.

28.

29.

HRA Capital Expenditure 2015/16 to 2018/19

The major part of the Council’s Capital Programme relates to work on council
dwellings. Under the new HRA self financing arrangements local authorities
are required to fund the capital necessary to maintain their houses in line with
the decent homes standard either from the revenue generated by the HRA, or
by borrowing up to the level of the housing debt cap which has been set by
the Government (£112.350m in the case of BDC). A key objective of
developing a 30 year Business Plan is to ensure that the Council is in a
position to maintain tenants homes, and that the necessary level of capital
expenditure on the properties can be afforded. The following sections
summarise the current position and outlines the key schemes.

The Council’s capital programme for 2015/16 in respect of its Housing Assets
amounts to £5.821m. The majority of this expenditure relates to the routine
upgrading of existing Council homes where an amount of £4.579m will be
spent to maintain properties at the Decent Homes standard. There is a
recommended increase in this Decent Homes allocation to one of £5.857m in
2016/17, with £5.307m in 2017/18 and £5.248m in 2018/19. The work that will
be undertaken in order to maintain good quality houses includes structural
work such as reroofing, external wall insulation, replacement doors and
windows, to internal upgrades including heating, new kitchens and bathrooms.
Table 1 to this Appendix sets out the specific details

Within the current years programme an amount of £0.470m relates to the first
phase of the B@home programme, which has a total approved cost of
£4.119m. To date work on site has commenced at Rodgers Avenue Cresswell
which will see the construction of 7 homes out the 100 to be provided under
the overall approved B@home programme. This work will be funded from
prudential borrowing, with the evaluation of the scheme concluding that the
rental stream from these new properties will cover costs including debt
repayment.

Work has also commenced on the initial stages of the New Bolsover project
where £0.350m will be expended prior to start on site. The Council has
successfully applied to the Heritage Lottery Fund to fund £2m of the costs of
the scheme, with the total project currently anticipated to cost £10.3m. The
project will secure the refurbishment of 194 heritage properties, with funding
from a combination of heritage lottery, HRA revenue resources and prudential
borrowing. A more detailed report is being taken to the meeting of Executive
to be held on 1% February.

HRA Vehicle Replacement £1.042m

The majority of this expenditure is due to take place in the current financial
year with a planned expenditure of £0.7m. While this is a significant
expenditure it is necessary if the Council is to operate a cost effective repairs
and maintenance service responsive to the requirements of our tenants.
These vehicles which were previously funded via leasing arrangements will
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16.

17 .

18.

now be funded from the Vehicle Reserve set up within the HRA accounts
which provides a more cost effective financing option.

Capital Programme Risk Assessment — 2016/17

A full Risk Assessment is set out in Table 2, which outlines the risks, the
mitigation which is in place, the potential impact and the probability in order to
arrive at a notional calculation concerning the potential financial impact of the
risks which the Council is facing with regard to the proposed 2016/17 capital
programme. This indicates that the identified risks which the Council is facing
in respect of its 2016/17 Capital Programme amount to £1.150m. Should any
of these risks arise then all possible financing options will be explored,
however, if all these risks materialise then it may be necessary ultimately to
charge these costs against General Fund or HRA balances.

As is the case in respect of both the General Fund and the HRA the assessment

concerning the level of risk is essentially used for two purposes. In the first
place an understanding of the risks which the Council faces is crucial in
agreeing an appropriate level of financial reserves which are required.
Secondly, the identification of the risks is the first stage in the process of more
effectively managing, or of mitigating those risks. By identifying the risks it is
possible to avoid them, to insure against them, to transfer the risk, or most
likely actions can be taken to reduce or to mitigate the risk. The Council has
in place a comprehensive approach to Risk Management which is reported on
a quarterly basis to Cabinet, and this process will be utilised in order to
manage the key financial risks.

Recommendations:

The recommendations arising from this Appendix are set out in section 6 of
the covering report.
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APPENDIX 3 - TABLE 1

CAPITAL PROGRAMME SUMMARY

Fund Current Revised Orriginal Criginal Original
Programme Programme Programme Programme  Programme
B 1 20516 2HeMT 2MTHE 204819

£ E E £ £
General Fund
Assets
ASS AMP - PV Mills 148,630 148,630 1] 0 0
ASS AMP - The Arc 16,240 16,240 /] 0 0
ASS AMP - Former Community Houses 5,580 5,580 1] o 1]
ASS AMP - Leisure Buildings 50,360 E0,360 1] ] 0
ASS PV Mills Creative Industries 11,253 11,253 1] 0 0
ASS AMP - Prior fo Exec Approval 300,000 0 0 0 0
ASS AMP - Refurbishment Work 0 50,000 250,000 250,000 250,000
ASS CCTV - Various Sites 20,322 20,322 1] 0 0
ASS Purchase - 3 Cotton St Bolsover 185,000 1BE,850 1] o 0
ASS Refurbishment - 3 Cotton 51 Bolsover 50,000 142,500 7500 ] 0
ASS Refurbishment - Oxeroft House 0 30,000 720,000 o 0
ASS Middle Street Car Park 0 20,000 1] o 0
ASS Shirebrook Contact Centre 6,000 10,000 122,000 0 0
ASS Council Chamber 0 B5,500 1] 0 0
BE3,385 TET,235 1,099,500 250,000 250,000
Project Horizon
HOR ICT infrastructure - Project Horzon 5R.483 28,504 1] o 0
HOR Bolsover Mini Hub 2,286,307 0 0 o 0
HOR Clowne Campus- Refurbishment 23,076 23,078 0 0 0
HOR Sherwood Lodge Desposal TB,000 TE,000 0 0 0
2,445,866 128,580 0 o o
ICT Schemes
ICT ICT infrastructure 05,906 E5,832 24 1000 114,000 51,000
ICT Idox Uniform System 1,859 1,858 0 0 0
ICT Automated Payment Machines 54,333 54,333 1] 0 0
ICT Fleet Managemant Systam E,890 0 1] 0 0
158,988 112124 24, (e 114,000 51,000
Leisure Schemes
LEl Clune Street Recreation Ground E.251 251 1] 0 0
LEl P Vale Outdoor Education Centre Ph 2 41,134 41,134 0 ] 0
LEl Fitness Equipment Creswell Letsure Centre 0 0 1] 0,000
LEl Fitness Equipment Clowne Leisure Centre 0 0 340,042 ] 0
LEl Flume Clowne Leisure Gentre 0 0 150,000 ] 0
LEl Clowne Leisure Facility 500,000 T3E,500 3,308,500 ] a
547,385 TE3,885 3,798,542 0,000 o
Private Sector Schemes
PS5 Disabled Faciity Grants 366,708 366,708 370,000 370,000 370,000
PS5  Group Repair (W T) 2,674 2674 0 0 0
PS5 CamVale Group Repair 1,270 1,270 /] 0 0
PS5 Church Drive Energy Project 8,579 8,579 1] ] 0
PS5 Station Road Shirsbrook 1,340 1,340 /] ] 0
361,571 361,571 370,000 310,000 370,000
Vehicles and Plant
VEH Vehicle Replacements 1,756,741 1,848,831 T57.000 125,000 367,000
VEH 8 x Hedgecutters (GM) 4,000 4,000 4,000 4,000 4,000
WEH 10 x Strimmers (GM) 5,000 5,000 5,000 5,000 5,000
1,765,744 1,857,834 766,000 134,000 306,000
Total General Fund 6,162,936 4062226 6058042 B26,000 1,067,000
Howusing Revenue Account
HAA Public Sector Housing ifunded by MAA) 0 0 1,785,650 5.306.,048 E.24B,249
HAA Mew Buld Properies 825,250 470,000 2413811 1,234 B94 0
HRA Vehicle Replacements TE1,212 771783 186,000 84,000 a
HAA External W all Insulation 5BE,834 561,413 220,000 0 0
HAA Electrical Upgrades 250,000 188,381 200,000 o 0
HAA Group Dwellings Safety Wk 250,000 0 100,000 o 0
HAA Cavity Wall + Loft Insulation 24,692 B,551 20,000 o a
HAA External Door Replacemsanis 251,813 187,588 100,000 ] 0
HAA Heating Upgrades 1,225,987 1,185,730 1,200,000 ] 0
HAA Emvironmental Works 100,000 100,000 100,000 0 0
HAA Decent Homes - External 412,855 110,273 9,680 ] 0
HRA Kitchen Replacements - Decent Homes 506,846 506,846 800,000 ] 0
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HRA GD Boiler Replacemant / Heat Matars 350,000 104,570 200,000 0 0
HRA Mew Bolsover 350,000 350,000 3,334,000 3,333,000 4,333,000
HRA Regeneration Mgmit & Admin 58,320 58,320 69,320 65,320 68,320
HRA Ra Hoofing 1,060,000 1,080,000 BOD,000 0 L]
HRA Sprinkler Systams 16,000 0 16,000 0 0
HRA Flat Roofing 50,000 50,000 50,000 0 L]
HRA Rant Collection Software 11,800 11,900 0 0 L]
HRA Cantral Control Equipmant 0 54 750 0 0 0
Total HRA 7,201,708  5821,105 11,604,461 10,028,163 9,550,569
TOTAL CAPITAL EXPENDITURE 13,364,645 9,873,331 17,662,503 10,856,163 10.717,560
Capital Financing
Genaral Fund
Specified Capital Grant (250,000) (250,000)  (253,292)  (253.292) (253 292)
Private Sector Contributions {20,322) (45,022) 0 0 0
Prudential Borrowing (1,756,741}  (1,825241) (3.247,042)  (185,000) (387,000)
Rasarves (050.088) (1,106,864) (1,418500) {123,000) {60,00:0)
External Funding (2,000} (10,%55) (45,000) 0 0
Capital Receipts (3,157 285) (723,144) (1,094,208) {366,708) (366,708)
(6,162,938 (4,052,226) (6,058,042)  (928,000) (1,067,000)
HRA
Major Repairs Allowancs (5.485347) (4,512672) (70046500 (6700.269) (5550.564)
Pridential Borrowing (925 250) (470,000) (3,747,811} (2567.894) (2,433,000)
Vohicla Resarve (739,712) (750,283) {18&,000) (84,000) 0
HAA - Diract Revenue Financing {11,200} {BE,550] 0 0 0
External Funding (20,5000 {21,500) {E6E,000) {B67.,000) (B67.,000)
(7.201,709)  (5821,105) (11,604,461} (10,028,163) (9,650,56)
TOTAL CAPITAL FINANCING (13,354,645)  (9,873,331) (17.,662,503) (10.956183) (10.717,588)
HRA Capital Reserves
Major Repairs Reserve
Opening Balance (5,947,148)  (4,380,802) (3.801,137) (2,653,137 (1,320,137
Amount due in Year (3,920,000) (2,932,007) (58566500 (5376,26Q) (5,487.560)
Amount wsad in Year 5,495 347 4512672 7,004,650 6,709,269 5,550,569
Closing Balance (4,380,802) (3,801,137 (2,653,137) (1,320,137} (257,137
Development Reseve
Opening Balance (797 483) (797 483) {707 483) (307 483) (1,007 .483)
Amount due in Year 0 V] {100,000) {200,000) 0
Amount wsad in Year ] 1] 0 0 0
Closing Balance (797,483) (707 ,453) (e8o7,483) (1,007,483 (1,087,483)
Vehicle Reserve
Opening Balance (315,994) (215,%04) (10,711) 4711) (5,711)
Amount due in Year (425,000} (445,000) {180,000) (85,000) 0
Amount wsad in Year 7IoT2 750,283 186,000 84,000 0
Closing Balance (1,282) (10,711} (a711) (5711} (5711)
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CAPITAL PROGRAMME RISK REGISTER -2015/16 APPENDIX 3, TABLE 2

Risk and Mitigation in Place Gross Probabi | Potential
Value of lity Impact £'s
Risk £’s
1. Cost Overruns on Approved £17,000,000 5% | £850,000
Projects

¢ Financial monitoring including
formal reports to Members is
undertaken on a regular basis
which should enable mitigating
action to be taken.

e The Council has robust
programme /project management
arrangements in place.

e The Financial Risk Registers in
respect of both General Fund and
HRA include the risk of an
unfunded overspend arising on the
Capital Programme.

2. Reduction in the forecast level of £1,000,000 10% | £100,000
capital resources.

e The assumptions that have been
made in respect of 2016/17 are
realistic and prudent.

e Should any issues be identified
which casts doubt upon the level
of resources included in the
Programme then Officers will take
any necessary actions to reduce
the level of expenditure
commitments.

3. An unanticipated capital £500,000 40% | £200,000
requirement arises which requires
funding as a matter of urgency.

e Existing approved projects may
need to be reprofiled into future
years

e Additional capital resources may
need to be identified

e A charge against revenue
balances may need to be
considered.

Calculated Potential Financial Impact £1,150,000
of Identified Risks
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Agenda Item No 8c

Bolsover District Council

Council

3'Y February 2016

Consideration of representations regarding the proposed amendments to fees for
Hackney Carriages, Private Hire Vehicles and Private Hire Operators

Report of the Joint Assistant Director of Planning and Environmental Health

This report is public

Purpose of the Report

¢ To consider representations regarding the proposed amendments to fees for
Hackney Carriages, Private Hire Vehicles and Private Hire Operators.

1 Report Details

1.1 Following the introduction of the Deregulation Act 2015, Licensing Committee (2
September 2015) and Council (9 October 2015) previously considered an
amendment to fees for Hackney Carriages, Private Hire Vehicles, Private Hire
Operators and Hackney Carriage/Private Hire Vehicle Drivers and resolved to set
fees, calculated on a full-cost recovery basis, as shown in the table below:

Licence type Cost Duration
Private Hire £798 new application 5 years
Operator

£788 renewal application

Combined £182 new application 3 years
Driver
£152 renewal application

Hackney £1,240 new application 1 year
Carriage
£286 renewal application

Private Hire £138 new application 1 year
Vehicle
£119 renewal application
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All

£22.00* replacement lost licence plate/badge
£6.00* replacement paper licence

*cost recovered via Local Government Act

N/A

1.2 For Members information, the previously charged fees are listed in the table below:

Licence type Cost Duration
Private Hire 1 vehicle £60 1 year
Operator

2 to 5 vehicles £120

6 to 10 vehicles £180

each extra 5 vehicles £60
Combined New £239 1 year
Driver

Renewal £209

Including DBS and DVLA mandate fees
Hackney £136 or £160 depending upon emission levels 1 year
Carriage
Private Hire £136 or £160 depending upon emission levels 1 year
Vehicle
All £20.50 replacement lost licence plate/badge

£5.00 replacement paper licence

1.3  The Council published the proposed amendments by placing a public notice in at
least one local newspaper circulating in the District (Derbyshire Times) which set
out the proposed variation and gave a period of 28 days for comments to be
submitted.

1.4  Copies of the Notice were also displayed in the reception areas of Bolsover District
Council Offices and also the reception area at the North East Derbyshire District

Council Offices, Wingerworth, Chesterfield.

1.5 Subsequently, two representations have been received.
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1.6

1.7

1.8

1.9

2.1

3.1

4.1

5.1

5.1.1

If no objection is made within the period specified in the notice, or if all objections so
made are withdrawn, the variation shall come into effect on the date of the
expiration of the period specified in the notice or the date of withdrawal of the
objection or, if more than one, of the last objection, whichever date is later.

As objections remain outstanding the District Council shall set a further date, not

later than two months after the first specified date, on which the variation shall
come into force with or without modification as decided by the Council after
consideration of the objections. For Members information, this is 25 February
2016.

The Council may remit the whole or part of any fee chargeable in any case in which
they think it appropriate to do so. Where a driver or private hire operator licence is
granted for a shorter period than the statutory maximum, then the Licensing
Committee, on request of the applicant, may remit whole or part of the fee, as it
sees fit. Therefore, as fees have been calculated on a cost — recovery basis, the
Council has legal powers to charge a lesser fee.

Following receipt of representations, officers are now giving consideration to
appropriate level of fees. In accordance with the Council’s constitution, it is the
responsibility of Council to set the fees although this function may be delegated.
The next meeting Council is on 2 March, after the deadline of 25 February 2016.
Therefore it is proposed that Council delegate the setting of fees in this instance to
the Chief Executive, having regard to the views of members at Licensing Committee
who are meeting on 17" February 2016. This will ensure that the new fees are
introduced from the required date of 25th February.

Conclusions and Reasons for Recommendation

With the introduction of the Deregulation Act 2015 it is necessary for the Council to
amend its licensing polices, procedure, fees and licence durations to ensure that it
is compliant with the statute. Failing to amend licence durations and fees will almost
certainly result in the Council unable to defend its position if challenged either
through the Courts, via the District Auditor or Local Government Ombudsman.

Consultation and Equality Impact

None

Alternative Options and Reasons for Rejection

None

Implications

Finance and Risk Implications

The Council may only recover costs for the licensing regime on a cost-recovery
basis and it cannot cross cannot make a profit from these fees or subsidise other
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5.1.2

5.2

5.3

6.1

areas of licensing from fees recovered. The Council must be able to show that it
has a robust accounting system and system of calculating both its costs and the
fees it charges. In addition, any surplus or deficit created from each area of
licensing must be carried forward and used in the calculation of future those
particular license fees, failure to do so may result in a legal challenge, either by
means of a Judicial Review or complaint to the District Auditor.

Failure to amend the Private hire operator licence to a flat fee regardless of the
number of vehicles operated may leave the Council open to challenge. This would
incur costs in preparing a defence case and possibly attend court or other venues.
Costs may be awarded against the Council and it could face the possibility of
having to repay the ‘per vehicle’ part of the Operators fee.

Legal Implications including Data Protection

None

Human Resources Implications

None

Recommendations

Due to the statutory deadlines, it is recommended that delegation be given to the
Chief Executive Officer, following consultation with Licensing Committee, to agree
the level of fees.

Decision Information

Is the decision a Key Decision? No
(A Key Decision is one which
results in income or expenditure to
the Council of £50,000 or more or
which has a significant impact on

two or more District wards)

District Wards Affected

All

Links to Corporate Plan priorities
or Policy Framework

COMMUNITY SAFETY — Ensuring that
communities are safe and secure

ENVIRONMENT - Promoting and
enhancing a clean and sustainable
environment
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Agenda Item No 9

Bolsover District Council

Council

3 February 2016

Treasury Management Strategy 2016/17 to 2018/19

Report of Councillor Ann Syrett, Leader of the Council

This report is public

Purpose of the Report

Explanatory Foreword

As part of the requirements of the CIPFA Treasury Management Code of Practice the
Council is required to produce every year a Treasury Management Strategy which requires
approval by full Council prior to the commencement of each financial year. This report
outlines the Council’s proposed Treasury Management Strategy for the period 2016/17 to
2018/19 for consideration and approval by Council. It fulfils four key requirements:

e The Treasury management Strategy sets out how the treasury management
function will support the capital decisions approved within the MTFP and the
parameters for all borrowing and lending associated with the day to day treasury
management of the Council’s cash flow requirements.

e Within the strategy the Council is required to include a number of prudential
indicators covering the next three financial years which show the impact of changes
in the level of the Council’s debt on its revenue accounts.

e The Council is also required to determine a policy on the repayment of its debt each
year through the Minimum Revenue Provision (MRP). The MRP is the amount of
debt being repaid and is a charge on the revenue accounts of the Council.

e The report also includes an investment strategy which sets out the Council’s criteria
for choosing investment counterparties and limiting exposure to the risk of loss.

The above policies and parameters provide an approved framework within which the
officers undertake the day to day capital and treasury activities.




1.1

Report Details

The objectives of the Treasury Management Strategy are as follows:-

e To outline the Council’'s debt position and the impact this has on the revenue
accounts

e to enable Members to reach appropriate judgements on long-term and short-
term borrowing and investment strategies

e to provide a framework within which the day to day liquidity of the Council’s cash
balances can be managed

e to provide some key baseline information to enable immediate reaction to
changes in the money market to meet the statutory requirements of the Local
Government Act 2003

e to meet the requirements of the CIPFA Treasury Management Code of Practice.

1.2 This Strategy includes:

1.3

1.4

1.5

An explanatory foreword

An introduction

An outline of the statutory powers relating to the Council’s Borrowings
A review of the Council’s outstanding debt position
A review of how the Council’s debt is financed
Minimum Revenue Provision Policy

Investments

Investments Strategy

Interest rate projections

The prudential indicators

Treasury Management Operations
Recommendations

The statutory powers relating to the Council’s Borrowings

Before the report considers the full implications of the latest MTFP on the level of
the Council’s outstanding debt Members are reminded of the prudential code
framework that applies to Local Government.

The Prudential Capital Finance System relies on the provisions of Part 1 of the
Local Government Act 2003. The system commenced on 1 April 2004, replacing
the capital finance legislation in Part 4 of the Local Government and Housing Act
1989 and the Local Authorities (Capital Finance) Regulations 1997.

The key objectives of the prudential code are to ensure that:-

e the capital investment plans of local authorities are affordable, prudent and at
sustainable levels



1.6

1.7

1.8

1.9

e to ensure and demonstrate that the local authority is aware of its financial
position and therefore able to take corrective action should it be in danger of
failing to ensure the above

e to ensure that treasury management decisions are taken in accordance with
good professional practice and in a manner that supports prudence, affordability
and sustainability

By enabling a greater degree of local discretion the Code also has the objective of
being consistent with and supporting local strategic planning, local asset
management planning and proper option appraisal.

The underlying principle of the Prudential Code is that local authorities are able to
borrow without Government consent provided the authority can afford to enter into
these commitments.

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

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

Whilst termed an Authorised Borrowing Limit, the capital plans that need to be
considered for inclusion within that limit incorporate those planned to be financed by
both external borrowing and other forms of liability, such as credit arrangements
(leasing). The authorised borrowing limit is required to be set, on a rolling basis, for
the forthcoming financial year and two successive financial years.

Details of the Authorised Borrowing Limits are shown in Section 1.49 of this report.

A review of the Council’s outstanding Debt position.

To establish the Treasury Management Strategy for the forthcoming financial year it
is essential to understand the overall debt position of the Council. This is calculated
through the Capital Financing Requirement (CFR). The CFR calculates the
Council’s underlying need to borrow in order to finance capital expenditure. The
revised estimate of the CFR for 2015/16 and the estimated CFR for 2016/17
through to the end of 2018/19 are shown in table 1 below: -



Table 1

2015/16 | 2016/17 | 2017/18 | 2018/19

£000’s £000’s £000’s £000’s
Capital Financing Requirement 1 98,958 97,500 102,989 103,889
April
Prudential Borrowing 2,295 6,995 2,753 2,720
Minimum Revenue Provision (MRP) (234) (471) (757) (787)
Minimum Revenue Provision Leasing (19) (19) (0) 0
HRA Debt Repayment per HRA (3,500) (1,016) (1,096) (1,138)
Business Plan

97,500 102,989, 103,889 104,684

Capital Financing Requirement
31 March

1.13

1.16

Prudential Borrowing - Debt Repayment

In order to minimise borrowing costs consideration is given to utilising capital
receipts unapplied at the year-end to secure a reduction in the level of borrowing.
This is effectively reversed by undertaking a corresponding increase in the level of
borrowing to fund new investment in future financial years.

Prudential Borrowing — 2015/16

Prudential borrowing of an estimated £2.295m is estimated to be required during
2015/16 to finance vehicle replacement (£1.825m), HRA new build properties
(£0.470m) incurred during the year. Council has previously determined that these
schemes shall be financed from prudential borrowing.

Prudential Borrowing 2016/17

In 2016/17 prudential borrowing of £0.757m will be required in order to finance
vehicle replacements, £2.000m for the enhanced Leisure Facility at Clowne and
£0.490m for Leisure Centre Equipment, £2.414 for HRA new build properties and
£1.334m for the HRA scheme at New Bolsover. In all cases prudential borrowing is
both the more cost effective option and can be funded from within existing revenue
budgets.

Prudential Borrowing — future years




1.17

1.20

1.21

In 2017/18 (£2.753m) and 2018/19 (£2.720m) the forecast prudential borrowing is
limited at this stage to finance HRA new build properties (B@home), the HRA
regeneration scheme at New Bolsover and vehicle replacement..

Leasing

The Council has no plans to undertake any leasing that is required to be treated as
finance leasing over the period of the MTFP (i.e. treated as outstanding debt on the
balance sheet). In particular this reflects the decision to switch from finance leases
to prudential borrowing to finance vehicle purchases. It should be noted that the
impact on the CFR would be broadly the same irrespective of whether borrowing or
finance leasing is used to finance these acquisitions.

Lease Repayments

The Council still holds a number of lease agreements for operational vehicles and
equipment. This sum represents the principal repayments that will be made during
2015/16 and future years and equates to the MRP charge that is made to the
General Fund. On the basis of current plans these leases will be extinguished
during the 2017/18 financial year.

Minimum Revenue Provision (MRP)

The MRP is the amount of principal repayment on the debt outstanding being made
by the Council in the financial year and is the sum charged to the revenue accounts
(General Fund and HRA). The MRP policy is detailed in section 1.30

HRA Debt Repayment

The Council completed the HRA self financing settlement in March 2012 which
resulted in an increase in housing debt of £94.386m. Within the HRA business plan
and HRA budgets there is a sum set aside to repay the outstanding debt over a 30
year period with debt repayment set at £3.5m for 2015/16 falling to a figure just in
excess of £1m over the next three financial years. This repayment has been
reduced from 2016/17 due to a range of financial pressures including the 1% rent
reduction imposed by Central Government. The debt repayments will reduce the
outstanding debt of the HRA and the amount of interest charged. It also has the
impact of increasing the headroom available between the HRA outstanding debt
and the debt ceiling (£112.350m) which allows opportunities for financing future
HRA capital expenditure from prudential borrowing. Such schemes are of course
subject to the requirement that they are affordable, prudent and sustainable.

Summary of Capital Financing Strategy

The capital financing strategy is driven by the Council’s capital expenditure plans
and available resources. The detailed capital expenditure plans are contained
within the MTFP report that appears elsewhere on this agenda.



1.22

1.23

1.24

While the Housing Revenue Account has been required to reduce the level of
forecast debt repayment over the period of the MTFP it is forecast to be in a
position to repay the self financing settlement debt over the 30 year business plan
period. This will reduce interest costs to the HRA and provide wider financing
options for future schemes.

How the Council’s debt is financed

The Capital Financing Requirement as set out in section 1.12 above calculates the
authorities underlying need to borrow for capital purposes. Arising out of the
analysis of the debt position the Council can determine how this debt is financed.
The CFR also helps to ensure that where an authority is undertaking long term
borrowing that such borrowing is being utilised in order to fund capital expenditure,
and is not being used inadvertently or otherwise to fund revenue expenditure.

Table 2 below outlines the current and planned debt financing arrangements over
the term of the MTFP
Table 2

2015/16 | 2016/17 | 2017/18 | 2018/19

£000’s £000’s £000’s £000’s
PWLB 104,100 103,100 | 102,100 | 102,100
Leasing Arrangements 19 19 0 0
Internal Borrowing (6,619) (130) 1,789 2,584
Temporary Borrowing 0 0 0 0
Capital Financing 97,500 | 102,989 | 103,889 | 104,684
Requirement

PWLB Loans

The level of external Public Works Loan Board (PWLB) loans will reduce by £1m in
2016/17 and £1m in 2017/18 as short term loans mature.

Table 3 below outlines the PWLB debt maturity profile of existing PWLB loans as 31
March 2017.



1.25

1.26

Table 3

PWLB BORROWING Maturity Profile
31 March 2017
Term &m
12 Months (2017/18) 1.0
1 - 2years 0.0
2 - bSyears 8.7
5 - 10years 19.6
10 years and above 73.8
Total PWLB Debt 103.1

Leasing Arrangements

The current leasing arrangements relate to vehicles and equipment utilised in the
provision of services. The move away from leasing to prudential borrowing as a
means of financing the vehicle purchase is reflected in the reduction each year of
outstanding leasing balance as the lease is repaid and not replaced. All current
leasing arrangements will come to an end during 2017/18. While prudential
borrowing is currently a more advantageous method of financing the acquisition of
vehicles and similar items officers will continue to keep the position under review.

Internal Borrowing

The balance between the CFR and the external borrowing (PWLB and Leasing) is
made up from the utilisation of internal cash balances held by the Council. This
effectively avoids the Council having to borrow money from external sources.

The forecast increase in the CFR means that the Council will have a growing
requirement for its internal balances to finance capital expenditure over the next few
years. This means that these balances will not be available for investment
purposes. Current investment interest rates continue to remain very low in the
money markets and finding suitable counterparties that match our strict lending
criteria is also difficult at the present time. The forecast cash flow position indicates
that balances of up to £20m may be available for investment during 2016/17 with
the forecast level of investment cash reducing after this point. Again this level will
depend on the future capital investment plans outlined at an earlier stage of this
report. The investment strategy is examined in detail later in this report.

7



1.27

1.28

1.29

1.30

The internal cash balances are made up from the General Fund Reserve, HRA
balances, Provisions and Earmarked Reserves and any positive cash flows from
within the main accounts of the Council.

Where the Council has internal borrowing it is required under accounting regulations
to ensure that the funds of the relevant accounts (HRA and General Fund) are
treated equitably. The internal balances of the General Fund and the HRA are
therefore paid an interest rate to reflect the level of internal borrowing from each of
these main accounts. The Council will apply the short-term interest rate (London
Interbank Three Month Bid (LIBID)) to internal borrowing balances.

Temporary Borrowing

It may be necessary at times to undertake some very short term temporary
borrowing during the year to ensure the Council has sufficient liquidity to meet day
to day cash flow requirements. This is most likely to arise as available cash flow
balances diminish during February and March i.e. a lower level of Council Tax
receipts are received in this period.

Summary of the Proposed Borrowing Strateqgy 2016/2017

e |easing debt will continue to be repaid in accordance with existing contractual
arrangements.

e Temporary Borrowing will only be utilised where short term cash flow shortages
occur.

e Internal balances will be utilised to reduce the need for external borrowing where
possible, however, the continued availability of cash balances for investment
will require careful management (see Investment Strategy later in report).

e Officers will monitor the position with regard to ensuring that external borrowing
remains within the CFR limit during 2016/17.

e The debt financing arrangements as outlined in Table 2 are approved.

Minimum Revenue Provision Policy

The Council is required to determine a policy on the repayment of its debt each year
through the Minimum Revenue Provision (MRP). The MRP is the amount of debt
being repaid and is a charge against the revenue accounts of the Council. Details
of the proposed MRP levels for 2016/17 are shown below:

For capital expenditure incurred before 1 April 2008 or which in the future will be
supported capital expenditure the Minimum Revenue Provision policy will be:

Existing practice - Minimum Revenue Provision will follow the existing practice
outlined in former CLG Regulations (Option 1), capital financing requirement minus
“adjustment A” multiplied by 4%.



1.32

From 1 April 2008 for all capital expenditure funded by borrowing the Minimum
Revenue Provision policy will be:

Asset Life Method - Minimum Revenue Provision will be based on the estimated
life of the assets.

In the case of finance leases the Minimum Revenue Provision would be regarded
as met by a charge equal to the element of the charge that goes to write down the
balance sheet liability.

1.31 HRA Debt Repayments
There is no statutory requirement for the Council to set an MRP in relation to HRA

debt. The budgetary provision to repay HRA debt which is proposed for the period
of the MTFP is effectively a local decision taken in the light of the requirements to
satisfy the Prudential Code namely affordability, prudence and sustainability.

Leased Assets

The current level of anticipated MRP in respect of leased assets along with the year
end liability is set out in table 4 below:

Table 4
2015/16 | 2016/17 | 2017/18 | 2018/19

£000’s £000’'s | £000’s | £000’s

Finance Leases

Leasing Liability 1 April 38 19 0 0
Less MRP (19) (19) 0 0
Add New Finance Leases 0 0 0 0
Leasing Liability 31 March 19 0 0 0




1.33 Summary of MRP policy arrangements for 2015/16 and 2016/17

Table 5
MRP 2015/16 | MRP 2016/17
£°000 £°000

General Fund
Existing Practice 180 173
Asset Life 54 298
Leased Assets 19 19
Total — General Fund 253 490
Housing Revenue Account
Debt Repayment 3,500 1,016
Total - HRA 3,500 1,016

Investments

1.34 The Council monitors its day to day cash flow and forecasts when surplus cash
flows will be available for investment during the financial year. This section of the
Treasury Management Strategy informs Members of the main principles governing
the Council’s investment criteria.

1.35 The prime consideration when it comes to investments is first of all the security of
the investment closely followed by the liquidity of the investment. Subject to
adequate security and liquidity then the yield or return on the investment becomes a
consideration.

1.36 In order to ensure that the key principles of security and liquidity are adhered to the
Council needs to ensure the following.

e That it has sufficient liquidity in its investments. For this purpose it will set out
procedures for determining the maximum periods for which funds may prudently
be committed. These procedures also apply to the Council’s prudential
indicators which have been reported separately. This is set out in greater detail
in the section on the Liquidity of Investments below.

e That it maintains a policy covering both the categories of investment types it will
invest in, criteria for choosing investment counterparties with adequate security,
and for monitoring their security. Further details are provided in the Specified
and Non-Specified investment sections below.

10



1.37

1.38

1.39

1.40

Security of Investments

External treasury management advisors are engaged by the Council to provide
regular updates on the counterparties who meet the Council’s investment criteria.
They have in place a comprehensive assessment and monitoring criteria process
covering the counterparties used by the Council to place investments. The process
involves the Treasury Management advisors providing a weekly list detailing their
current assessment of all the main counterparties in the money markets. The list
utilises the latest ratings from all the main credit rating agencies and supplements
this further with information on trading on insurance instruments which they use to
monitor early warning signals concerning individual counterparties. The
counterparties are all colour coded, based on the risk assessment applied, and
each colour represents the maximum period of investment for each counterparty.
The weekly list is also supplemented with daily alerts, if required, on changes to the
ratings on individual counterparties. The Council will continue to use the weekly
counterparty listing or similar evidence to assess the status of individual
counterparties for investment purposes.

Liquidity of Investments

The Council will consider and carefully balance the use of specified investments
(less than one year) and non-specified investments (greater than one year) to
ensure there is appropriate operational liquidity (i.e. that it has sufficient funds to
meet the expenditure incurred).

Specified Investments

These investments are sterling investments of not more than one-year maturity, or
those which could be for a longer period but where the Council has the right to be
repaid within 12 months if it wishes. These are low risk assets where the possibility
of loss of principal or investment income is negligible. These would include
investments with:

1. The UK Government (such as the Debt Management Office, UK Treasury Bills
or gilt with less than one year to maturity).

2.  Supranational bonds of less than one year’s duration.

3.  Alocal authority (including parish councils).

4. An investment scheme that has been awarded a high credit rating (where a
borrower (or its parent) is required to have a rating of AAA or equivalent short-
term credit rating).

5. A body that has been awarded a high credit rating by a credit rating agency

(see 4 above) such as a bank, building society or money market fund.

Rated Building Societies from the top 20 Building Societies.

Non UK banks domiciled in a country which has a sovereign long term rating

of AA+.

No

Non-Specified Investments

The use of longer term instruments (greater than one year from inception to
repayment) will fall in the non-specified investment category. These instruments will
only be used where the Council’s liquidity requirements are safeguarded. Under the
Prudential Code the Council is required to review and set limits for the maximum
level of long term investments over the forthcoming three years. These limits are

11



1.41

1.42

part of the mechanisms which ensure that the Council has sufficient funds to meet
its expenditure requirements over the period in question.

Non-specified investments are any other type of investment:

1. Supranational Bonds greater than 1 year to maturity

(a) Multilateral development bank bonds - These are bonds defined as an
international financial institution having as one of its objects economic development,
either generally or in any region of the world (e.g. European Investment Bank etc.).
(b) A financial institution that is guaranteed by the United Kingdom Government -
The security of interest and principal on maturity is on a par with that of the
Government and so very secure, and these bonds usually provide returns above
equivalent gilt edged securities. However the value of the bond may rise or fall
before maturity and losses may accrue if the bond is sold before maturity.

2. Gilt edged securities

Gilt edged securities with a maturity of greater than one year. These are
Government bonds and so provide the highest security of interest and the
repayment of principal on maturity. Similar to category 1 above, the value of the
bond may rise or fall before maturity and losses may accrue if the bond is sold
before maturity.

3. Building Societies not meeting the basic security requirements under the
specified investments.

The operation of some building societies does not require a credit rating, although
in every other respect the security of the society would match similarly sized
societies with ratings. These would include the non-rated building societies from the
top 20 building societies.

4. Any bank or building society that has a minimum long term credit rating of A- and
above. For deposits with a maturity of greater than one year.

5. Any non rated subsidiary of a credit rated institution included in the specified
investment category.

6. Share capital or loan capital in a body corporate — The use of these instruments
will be deemed to be capital expenditure, and as such will be an application
(spending) of capital resources. Revenue resources will not be invested in
corporate bodies. However this category of investments may be used for a treasury
management purpose not related to a service, and in this instance will not be
considered as capital expenditure.

7. Property Funds — The use of these instruments can be deemed to be capital
expenditure, and as such will be an application (spending) of capital resources. The
Authority will seek guidance on the status of any fund it may consider using.

Specified Investments Strategy

Specified Investments (less than 12 months) can be made with the counterparties
covered by the list in Section 1.39. The Council however is also advised to overlay
the following criteria which are designed to minimise risk as set out below:

12



1.43

Who we will invest our money with:

UK Government

Top rated UK banks (including part Nationalised Banks)

The top 20 UK building societies

Other local authorities (including Parish Councils)

AAA rated money market funds

AAA rated enhanced money market funds

Lloyds Bank as the Councils own banker. If the bank falls below the above

criteria (1.39) then balances will be kept to a minimum.

o Non UK banks domiciled in a country which has a sovereign long term rating
of AA+.

o All the counterparties above must meet the strict assessment criteria applied

by external treasury management advisors before any investment is made.

Limits and Controls on these investments

o A limit of £5m to be invested with any individual counterparty.

o A limit of £5m to be invested in any individual AAA rated money market fund /
enhanced money market fund.

o Lloyds Bank current account — up to £5m overnight as long as the rating
does not fall below the criteria in 1.39.

o All lending subject to “on the day” credit checks against the weekly list of
counterparty ratings.

o Parish Councils are charged interest equivalent to the Bank Base Rate
(currently 0.5%).

Non Specified Investments Strategy

Given the level of funds at its disposal it is appropriate that the Council gives
consideration to the use of non specified investments (investments for a period of
over 12 months) as these will generally secure better rates of return without
significantly compromising the security of our funds. These instruments will,
however, only be used where the Council’s liquidity requirements are safeguarded.

With regard to non specified investments it is recommended that the following
controls should be put in place:

The overall level of investment in non specified instruments will be limited to one of
£7m.

The counterparties which may be used will be limited to those listed in section 1.40
above.

13



No more than £5m as an overall investment limit with any counterparty (i.e. the
Council will not invest more than £5m with any counterparty be it specified or non
specified investments or both).

Given that the Lloyds bank is the holder of the Council’'s bank account no non-
specified investments will be placed with that institution as it would make it more
difficult to limit our level risk exposure.

Interest rate projections

1.44

Officers have made the following base rate assumptions with regards interest rates
over the term of the MTFP

2015/16 0.55%
2016/17 0.90%
2017/18 1.50%

2018/19 2.00%

It should be noted that the current Bank Base Rate is 0.5%.

The Prudential Indicators

1.45

1.46

1.47

In developing the Medium Term Financial Plan the Council has had regard to the
requirements of the Prudential Code.

The following are the prudential indicators that have been calculated in respect of
this period:-

Ratio of financing costs to the net revenue stream

This indicator identifies the trend in the cost of capital (interest on borrowing and
other long term obligation costs net of investment income) against the net revenue
stream.

Table 6

14



1.48

2016/17 2017/18 2018/19
Estimated | Estimated Estimated
GF 4.74% 6.97% 7.45%
HRA 49.76% 47.36% 46.94%

The estimates of financing costs include current commitments and borrowing
required by the proposed Capital Programme.

The General Fund ratio reflects that the borrowing costs in relation to Council Tax
income with the increase in the ratio reflecting the recommendation that prudential
borrowing be used to fund investment over the period of then current MTFP.

The HRA ratio is high as a result of the increased interest charges following the
transfer of external debt to the Council as a result of the HRA reforms. Council
should note that one of the key issues addressed by the 30 Year HRA Business
Plan was that of the affordability of the projected level of the HRA debt. The
Business Plan demonstrates that the Council’'s Housing Revenue Account is
financially sustainable taking into account the proposed increase in the level of
borrowing

Impact on Council Tax and Rents from prudential borrowing.

This indicator measures the impact of prudential borrowing on the revenue
accounts of the Council. The indicator takes the cost of the principal (MRP) and
interest charges arising from any new borrowing and calculates how much Council
Tax is required to cover these costs.

In relation to the General Fund the capital programme has prudential borrowing
planned for vehicle replacement, equipment and the enhanced Leisure Facilities at
Clowne. For the HRA it relates to New Build Properties and the New Bolsover
project.

It should be noted that the MRP and interest charges in relation to vehicle
replacement merely replaces the leasing charges previously incurred when
vehicles were leased.

Table 7

2015/16 | 2016/17 | 2017/18 | 2018/19

Impact on Council
Tax
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Borrowing Amount £1.825m | £3.247m | £0.185m | £0.387m
Planned Prudential £21.29 | £20.87 £2.11 £4.11
Borrowing

Impact on Weekly

Rents

Borrowing Amount £0.470m | £3.748m | £2.568m | £2.333m
Planned Prudential £0.12 £0.96 £0.66 £0.60
Borrowing

1.49 Authorised Borrowing Limit
The Authorised Limit for External Debt sets out the maximum level of borrowing

which a local authority should enter into, and it covers both borrowing for capital
purposes and borrowing for temporary purposes to cover any potential shortfall of
revenue cash flow. The limit is set as £10m above the forecast CFR levels.

Table 8
2015/16 | 2016/17 | 2017/18 2018/19
Revised £°000 £°000 £°000
£°000
Authorised Borrowing 107,500 | 112,989 113,889 114,684
Limit

The linking of the Authorised Borrowing Limit to the movement in the Capital
Financing Requirement means that the limits remain appropriate to the Council in
each year of the MTFP.

1.50 Operational Boundary

The Operational Boundary is intended to provide a management tool which helps to
assess whether the authority’s level of borrowing is in line with its agreed Medium
Term Financial Plan and in particular the capital expenditure and capital financing
plans. In normal operating circumstances the level of borrowing should not exceed
the Operational Boundary. The Operational Boundary is set at £5m below the
authorised limit.

Table 9
2015/16 | 2016/17 | 2017/18 | 2018/19
Revised | £000 £°000 £°000
£°000
Operational Boundary 102,500 | 107,989 | 108,889 | 109,684
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1.51.

1.52

1.53

1.54

Compliance with the CIPFA Code of Practice for Treasury Management in the
Public Services

One of the key indicators to ensure that a Council demonstrates sound treasury
management practice is compliance with the CIPFA Code of Practice for Treasury
Management in the Public Services. This Council has complied with the Code since
its introduction on 1st April 2004, and one of the key purposes of the current report
is to demonstrate continued compliance with the Code.

Interest Rate Exposures

In determining its borrowing policy the Council has a choice between opting for fixed
or variable interest rates. While variable interest rates are generally cheaper in the
short term by their very nature these rates can move up or down in relation to the
wider movements on the money markets. While a greater reliance on variable rates
will obviously tend to reduce costs in the short term, it does leave the authority open
to fluctuations in market interest rates.

In order to protect local authorities against unforeseen fluctuations in interest rates
the Prudential Code requires that all authorities establish the following ratios: -

An Upper limit for borrowing that is at fixed rates less investments that are fixed rate
investments.

An Upper limit for borrowing that is at variable rates less investments that are
variable rate investments

These prudential indicators are designed to ensure that the authority considers the
risk that fluctuations in the levels of interest rate can create an unexpected or
unbudgeted burden on the authority’s finances, against which the authority has to
protect itself adequately.

The amount of interest payable on variable rate borrowing is very low in comparison
to the interest receivable on variable rate investments. This therefore does not
create a meaningful indicator for the Council to monitor. The Council does not
anticipate the need for any new borrowing that would affect this position in the short
term. However, this position will be reviewed on a regular basis to ensure that there
is no material change to the current assumptions.

1.55 With respect to Bolsover District Council it is recommended that the Council

continues to adhere to the limits set out below:

Table 10

Upper Limit

Fixed Interest
Rate
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2015/2016 100%

2016/2017 100%
2017/2018 100%
2018/2019 100%

1.56 Maturity Structure of Borrowing

Amount of projected borrowing that is fixed rate maturing in each period

This indicator is designed as a control over an authority having large
concentrations of fixed rate debt that need to be replaced over a relatively short
period of time. This ensures that an authority does not find itself in a position of
having to replace a large proportion of its debt at a time when interest rates are
adverse or uncertain

Table 11
Lower Limit Upper Limit Forecast
Position at 31
March 2017
Under 12 months 0% 20 % 0.96%
12 months and within 0% 40 % 0.96%
24 months
24 months and within 0% 60 % 4.8%
5 years
5 years and within 10 0 % 80 % 19.5%
years
10 years and above 0 % 100 % 73.78%

1.57 Upper limit for principal sums invested for periods longer than 364 days

The risk inherent in the maturity structure of the authority’s investment is that it may
be forced to realise an investment before it reaches final maturity and thus at a time
when its value may be dependent on market conditions that cannot be known in
advance.
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1.58

1.59

1.60

1.61

Where the authority invests, or plans to invest for periods longer than 364 days, the
authority is required to project the maturing of such investments. The authority is
required to set an upper limit for the total principal sum invested to final maturities
beyond the period end less projected cash balances in the period.

In line with the current policies in respect of non specified investments it is proposed
that this prudential indicator will be set at £7m for 2015/16 revised and 2016/17
based on increased cash balances being available for investment. The financial
years 2017/18 and 2018/19 are set at a lower levels as the forecast cash balances
position is harder to predict at this stage.

Table 12
Year Limit of investments
maturing beyond the
year end
2015/2016 £7 million
2016/2017 £7 million
2017/2018 £5 million
2018/2019 £5 million

Treasury Management Operations

Treasury Management Advisors

As mentioned earlier the Council uses external treasury management advisors as
its treasury management consultants. The company provides a range of services
which include:

e Technical support on treasury matters, capital finance issues and the drafting of
Member reports;

e Economic and interest rate analysis;

e Debt services which includes advice on the timing of borrowing;

e Debt rescheduling advice surrounding the existing portfolio;

e Generic investment advice on interest rates, timing and investment instruments;
e A number of places at training events offered on a regular basis.

e Credit ratings/market information service comprising the three main credit rating
agencies;

Whilst the advisers provide support to the internal treasury function, under current

market rules and the CIPFA Code of Practice the final decision on treasury matters
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remains with the Council. This service is subject to regular review. It should be noted
that the Council’s current contract with its current external treasury management
advisors Capita expires at the end of June 2016 and that officers will be undertaking a
procurement exercise to determine the most appropriate Treasury advisors.

1.62 Member and Officer Training

2.1

3

4

It is important that both Members and Officers dealing with treasury management
are trained and kept up to date with current developments. This Council has
addressed some of these requirements by:

a. Members training and development needs are addressed by a Member
Development Programme.

b. Officers attend training seminars held by external treasury management
advisors and CIPFA.

Conclusions and Reasons for Recommendation

This report outlines the Council’'s proposed Treasury Management Strategy for the
period 2016/17 to 2018/19 for consideration and approval by Council. It fulfils four
key requirements:

The Treasury management Strategy sets out how the treasury management
function will support the capital decisions approved within the MTFP and the
parameters for all borrowing and lending associated with the day to day treasury
management of the Council’s cash flow requirements.

Within the strategy the Council is required to include a number of prudential
indicators covering the next three financial years which show the impact of changes
in the level of the Council’s debt on its revenue accounts.

The Council is also required to determine a policy on the repayment of its debt each
year through the Minimum Revenue Provision (MRP). The MRP is the amount of
debt being repaid and is a charge on the revenue accounts of the Council.

The report also includes an investment strategy which sets out the Council’s criteria
for choosing investment counterparties and limiting exposure to the risk of loss.

The above policies and parameters provide an approved framework within which the
officers undertake the day to day capital and treasury activities.

Consultation and Equality Impact

3.1 There are no equalities issues arising directly out of this report.

Alternative Options and Reasons for Rejection
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5.1

5.2

5.3

6.1

6.2

6.3

6.4
6.5

6.6

4.1  Alternative options are considered throughout the report

Implications

Finance and Risk Implications

These are covered throughout the report.

Legal Implications including Data Protection

e As part of the requirements of the CIPFA Treasury Management Code of

Practice the Council is required to produce every year a Treasury Management
Strategy which requires approval by full Council prior to the commencement of
each financial year. This report is prepared in order to comply with these

obligations.
e There are no Data Protection issues arising directly from this report.

Human Resources Implications

e None arising directly from this report.

Recommendations

Approve the Capital Financing Requirement as set out within Table 1 and detailed
in section 1 of this report. In particular

e Prudential borrowing of up to £2.295m in 2015/16, £6.995m in 2016/17,
£2.753m in 2017/18 and £2.820m in 2018/19 to finance capital expenditure

Approve the Borrowing Strategy as summarised in section 1.29 of this report and
that Members note that no new long term external borrowing is planned over the
term of the MTFP (2015/16 to 2018/19).

Approve the Minimum Revenue Provision policy for 2016/17 as set out in section
1.33.

Approve the Investment Strategy as set out in sections 1.34 — 1.43

Approve the use of the external treasury management advisors Counterparty
Weekly List or similar to determine the latest assessment of the counterparties that
meet the Council’s criteria under section 1.39 and 1.43 before any investment is
undertaken.

Approve the Prudential Indicators for 2016/17 detailed in this report and in
particular:

2016/17
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Authorised Borrowing Limit
Operational Boundary

Capital Financing Requirement

7 Decision Information

£112,989,000
£107,989,000
£102,989,000

Is the decision a Key Decision?
(A Key Decision is one which
results in income or expenditure to
the Council of £50,000 or more or
which has a significant impact on
two or more District wards)

Yes/No

District Wards Affected

Links to Corporate Plan priorities
or Policy Framework

8 Document Information

Appendix No | Title

Background Papers (These are unpublished works which have been relied
on to a material extent when preparing the report. They must be listed in the
section below. If the report is going to Cabinet (NEDDC) or Executive (BDC)
you must provide copies of the background papers)

Report Author

Contact Number

Principal Accountant

2459

Report Reference —
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