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Agenda ltem 1

Executive 04.02.16

MINUTES OF A MEETING OF

THE EXECUTIVE
HELD AT FOLLATON HOUSE ON THURSDAY, 4 FEBRUARY 2016

Members in attendance :
* Denotes attendance
@ Denotes apologies

* | Clir H D Bastone * | Cllr R J Tucker
* | Clir R D Gilbert * I CllrLAHWard
* | Cllr M J Hicks * | Clir S A E Wright

Also in attendance and participating

Item 7 E.58/15 Clirs Baldry, Barnes, Brazil, Cuthbert, Green,
Hodgson, Pearce, Pennington, Saltern

Item 8 E.59/15 ClIrs Brazil, Green, Pearce

Item 10 E.61/15 Clirs Barnes, Brazil, Green, Hodgson, Pennington

ltem 11 E.62/15 ClIrs Brazil, Foss, Green, Hitchins, Hodgson, Holway,
Pearce, Saltern

Item 13 E.64/15 Clirs Foss, Pearce, Vint

Item 14 E.65/15 ClIr s Cuthbert, Foss, Hodgson, Holway

Also in attendance and not participating

ClIrs Blackler, Bramble, Brown, Cane, May, Pringle, Rowe, Smerdon and Steer

Officers in attendance and participating

All items Executive Director Service Delivery and Commercial
Development (SD&CD) (SH) and Senior Case Manager
(KT)

Item 7 E.58/15 COP Lead Finance (LB), Finance Business Partner (PH)

Item 8 E.59/15 COP Lead Finance (LB), Finance Business Partner (PH)

Item 9 E.60/15 COP Lead Finance (LB), Finance Business Partner (PH)

ltem 11 E.62/15 Ginette Beal of Grant Thornton

Item 13 | E.64/15 Lead Specialist — Place and Strategy

Item 14 | E.65/15 Lead Specialist — Housing, Revenues and Benefits

E.55/15 MINUTES

The minutes of the Executive meeting held on 10 December 2015 were
confirmed as a true record and signed off by the Chairman.

E.56/15 DECLARATIONS OF INTEREST

Members and officers were invited to declare any interests in the items
of business to be considered during the course of this meeting and ClIr
Ward declared a personal interest in Iltem 7: ‘Revenue Budget Proposals
2016-17’ (Minute E.58/15 below refers) by virtue of being a member of
the management board of Citizens Advice.
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Executive 04.02.16

PUBLIC QUESTION TIME

It was noted that the following questions had been tabled in line with
Executive Procedure Rules:

Question from Ms Barbara Smith to Clir Tucker:

1. 'Devolution: Could you please give a brief explanation of how it
affects our area and let us know when the public will be fully
informed about it, and when the public will be voting on it. Thank
you'

In response, the Leader advised that Ms Smith was welcome to stay in
the meeting as there was an agenda item later that would go into this
matter in more detail. He also confirmed that there was no duty to keep
residents informed and no voting mechanism.

Ms Smith asked a supplementary question as follows:

Do you feel the public are receiving sufficient information for such a
major change?

In response, the Leader advised that if Ms Smith stayed and listened to
the debate it would give a wider picture.

Question from Mr Dennis Silverwood to Clir Hicks:

2. Given the intent of South Hams District Council to reflect cross
boundary issues into their strategic plan under the ‘Duty to Co-
operate’ and moreover to investigate the possibility of working with
neighbouring authorities to produce a Joint Local Plan is it not now
appropriate to refuse or defer applications which have substantial
cross-boundary impacts and which are opposed by Plymouth City
Council both on policy and practical grounds?

In response, Clir Hicks stated that it is of course a requirement of all
Local Planning Authorities (LPA) to consult with adjacent local
authorities. This we have been doing for years and this cooperation
includes West Devon Borough Council and the Dartmoor National Park
as well as Plymouth City Council.

Part of our requirement to produce a new Local Plan includes the
continuing need to take account of changes to planning guidance and
regulation, and also the differing needs of the wider HMA.

In the interests of a more effective Local Plan, we have been
discussing with the LPAs mentioned above, the possibility of planning
comprehensively across the HMA through the production of a joint
Local Plan. However, this does not mean that the participants will
amalgamate into a single larger LPA. Each authority will still own their
policies and decision making powers.
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Executive 04.02.16

The issue of planning applications is a separate matter. The Council
needs to consider and decide upon applications on their own merits
and based on policies and guidance in force at the time. This Council
will continue to consider and decide applications on this basis and has
no remit to delay consideration of current applications. Indeed, all
LPAs are under an obligation to deal with each application within
specific timescales.

Question from Mr Alan White to Cllr Ward:

3. When LEP partners (Local Enterprise Partners) assist with
development projects, where are these partnerships arrangements
disclosed in planning applications in South Hams?

In response, Clir Ward answered that the LEP is a high level strategic
body and the business and governance of the LEP are open to public
examination through their website. We are not aware of any mandatory
requirement to automatically provide information in relation to LEP
interest in a planning application. If asked about a specific application
we would make enquiries.

Mr White asked a supplementary question in that he wanted to know if
a two tier planning system would result whereby applications with LEP
involvement would have priority.

In response, Clir Ward advised that every application was considered
on its merits and would go through due process. Applications would
not be able to jump the system.

Questions from Ms Georgina Allen to Clir Hicks:

4. In the Statement of Intent and the Devolution Bid, Totnes seems to
have been picked out as a future growth hub. What does this
mean and by what mandate does the LEP have any say in our
future?

In response, Clir Hicks advised that, having read the document
attached to the Agenda Item 10 which was the up to date document,
this question had caused some confusion as there was no reference to
Totnes in it. Speaking generally, the LEP, which covered a large
geographical area, was, as mentioned before, a high level strategic
body whose powers were becoming more clearly defined as time
passed. Different bodies had different involvements in our plans for the
future.

5. Why have the new homes bonuses from developments in Totnes,
not been spent to improve infrastructure in Totnes?

In response, Clir Hicks advised that in February 2015, this Council
made a corporate decision to allocate our New Homes Bonus in a
certain way. This decision was taken in the knowledge that all our local
communities have specific requirements. The allocations were:-
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- £5,794 to DNP

- £10,000 CAB Outreach

- £153,900 community Reinvestment Project
- £464,000 Housing Capital Projects

- £100,728 Capital Programme Reserve

In March 2015, a Council decision was taken that part of the
Community Reinvestment Project should be allocated as follows:

- Totnes Development Trust - £27,225
- Totnes Town Council - £26,821

6. Why does 'adverse impact on road conditions', by which various
small developments have been rejected at planning, not seem to
matter with large developments?

In response, CliIr Hicks advised that Devon County Highways are
statutory consultees on most planning applications and the potential
impact of any proposed development on the Highways network is
assessed on a case-by-case basis. The comments and
recommendations of the Highway Authority are taken into account by
this Council when coming to a decision on a planning application.
Larger sites allocated for development in Plan documents are most
likely to have already been accepted in principle by the Highway
Authority as part of the Plan preparation process. Smaller scale
developments coming forward as windfalls could raise locally significant
issues for example on grounds of safety. That could result in a
recommendation of refusal from the Highway Authority.

7. In what ways are the council helping building in the South Hams to
move from developer-led, to community-led builds?

In response, ClIr Hicks advised that SHDC recognises the benefits of
community led and self and custom build housing.

There is however no Government requirement that would allow us to
prioritise community led development over that from housebuilders. In
order to build sufficient new homes in sustainable locations we need to
ensure that a broad mix of housing is built and that clearly will include
those built by developers as well as community groups.

However, we do what we can, given the shortage of local government
funding. In December last year we instigated the community housing
fund. This fund is in the sum of £100,000 to assist in development
costs of community housing projects. First payment from this fund is
imminent and amounts to £25,000.

8. Taking into account that there are up to 1,000 new builds going up
round Totnes and Dartington and that Bloor Homes is advertising
Baltic .wharf in London, please can you explain why the reason still
given for allowing planning permission is the need for houses in
Totnes - Cocoa Nurseries?
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In response, Clir Hicks advised that SHDC as the local planning
authority is obliged to consider all applications on their merits. The
developments mentioned in the question are, with the exception of two,
on the sites allocated in the LDF in existence at the present moment.
For the record, the houses currently being built or recently completed
total 628.

As a supplementary question, Ms Allen stated that she had other
information relating to the number of houses built that gave different
figures. What was the correct figure?

CliIr Hicks responded that this depended on how the question was
phrased and suggested a separate meeting to deal with this matter.

REVENUE BUDGET PROPOSALS REPORT 2016-17

The Executive considered a report that set out a series of
recommendations for the revenue budget for 2016/17.

The Leader introduced the report and explained how the surplus predicted
in the October 2015 Medium Term Financial Strategy report had reduced
as a result of new regulations in respect of waste and recycling and the
Government reducing Revenue Support Grant funding earlier than
previously advised. He then took Members through the detail of each
recommendation.

During discussion, the following points were raised:

(a) The Portfolio Holder for Support Services requested inclusion of a
further recommendation that would seek authorisation to support the
waste review as detailed in paragraph 5.10 of the presented report.
This was subsequently PROPOSED and SECONDED and when put to
the vote declared CARRIED;

(b) A Member sought approval of a token payment of £1000 to the
Plymouth Citizens Advice to support the service for residents at the
Western end of the district. Whilst Members agreed with and
sympathised with the lack of a Citizens Advice service at the Western
end of the district, it was not felt that a token payment would address
matters and it was confirmed that a Task and Finish Group was
currently looking at the working arrangements with all Partnerships and
Citizens Advice and the CVS were included in this piece of work;

(c) One Member put forward an alternative proposal for a number of
strands of funding to be amalgamated and used as a starting point to
address the issue of delivery of affordable homes for the benefit of the
community. The Leader responded that the Council did contribute to
housing and whilst he accepted that the New Homes Bonus funding
could be used this year, if it were, then this would not assist in meeting
budget gaps in future years;
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Executive 04.02.16

(d) One Member raised concerns that insufficient funding was being used
for Disabled Facilities Grants and was concerned with how the Grants
were allocated and that vulnerable people would have to wait longer for
help. The Executive Director (SD&CD) agreed to look at this;

(e) Following a number of comments in relation to the waste review, the
Portfolio Holder for Commercial Services confirmed that the Task and
Finish Group would report their findings in due course;

The COP Lead Finance responded to a number of detailed queries in
respect of the presented agenda report.

It was then RESOLVED that Council be RECOMMENDED:

1. to increase Council Tax by 1.99%
(which equates to a Band D council tax of £148.31 for 2016/17,
an increase of £2.89 per year or 6 pence per week). This
equates to a Council Tax requirement of £5,488,062 (as shown
in Appendix B1 of the presented agenda report));

2. that the financial pressures in Appendix B1 of the presented
agenda report of £1,690,000 be agreed,;

3. that the £10,000 discretionary budget bid for the Citizens Advice
service be agreed;

4. that the schedule of savings identified in Appendix B1 of the
presented agenda report totalling £1,252,000 be agreed,;

5. that the Collection Fund Surplus of £210,000 as shown in
Appendix B1 of the presented agenda report be agreed ;

6. that the level of contributions to reserves to be included within
the Authority’s budget, as set out in Appendix C2 of the
presented agenda report be agreed (this includes using
£500,000 of New Homes Bonus funding to fund the 2016-17
Revenue Budget);

7. to transfer the budget surplus in 2016/17 of £297,240 into a
Contingency Earmarked Reserve (see paragraph 1.6 and 1.7 of
the presented agenda report);

8. that the allocation of Council Tax Support Grant for Town and
Parish Councils be set at £101,658 in 2016/17, a reduction of
9.9 % (Appendix E of the presented agenda report refers);

9. that the Council should set its total net expenditure for 2016/17
as shown in Appendix B1 of the presented agenda report at
£8,312,767. This is subject to final confirmation of Government
funding which will be notified in February 2016. If the
Government changes the funding, delegated authority is given to
the S151 Officer in liaison with the Leader of the Council to
identify an appro%iate solution;
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Executive 04.02.16

to allocate £153,900 of New Homes Bonus funding for 2016/17
to the Community Reinvestment Projects budget for 2016/17.
Any under spend from the 2015/16 Community Reinvestment
Projects budget of £153,900 is to be transferred into the Capital
Programme Reserve,

that the Council transfers £24,606 of its allocation of the New
Homes Bonus for 2016/17 to the Dartmoor National Park
Sustainable Community Fund. The funds are awarded as a one
off payment to Dartmoor National Park, to award projects on an
application basis administered by Dartmoor National Park. The
following conditions will apply;

A. decisions must be taken in consultation with the South
Hams District Council local Ward Member(s);

B. funding can only be used for capital spending on projects
in those parts of Dartmoor National Park which fall within
the South Hams District Council Boundaries and enable
the Dartmoor National Park to carry out its social
economic responsibilities; and

C. Dartmoor National Park reports on the progress in the
application of, and use of the funds to the Overview and
Scrutiny Panel, in time for budget decisions to be made

that £464,000 of New Homes Bonus funding from the 2016/17
allocation is used to fund housing capital projects (Disabled
Facilities Grants and Affordable Housing). (The Capital
Programme is a separate report on this Executive agenda and
the funding is set out in section 4 of that report);

to transfer £150,000 of New Homes Bonus funding for 2016-17
into an Earmarked Reserve for the one-off costs of the Local
Authority Controlled Company (LACC — see Section 5.9 of the
presented agenda report);

To transfer the unallocated New Homes Bonus of £777,402 into
an Innovation Fund (Invest to Earn) Earmarked Reserve (as per
paragraph 7.10 and 7.11 of the presented agenda report);

That the minimum level of the Unearmarked Revenue Reserves
is maintained at £1,500,000 as per Section 9 of the presented
agenda report;

That the level of reserves as set out within this report and the
assessment of their adequacy and the robustness of

budget estimates are noted. This is a requirement of Part 2
of the Local Government Act 2003;

That a waste round review be supported that considers a four

day waste and recl_y>cling cgllection round.
age
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CAPITAL BUDGET PROPOSALS FOR 2016/17

Members were asked to consider a report that set out the capital bids
to the 2016/17 Capital Programme totalling £1,765,000 and a
suggested way that these bids could be funded.

The Portfolio Holder for Support Services proposed an additional
recommendation following receipt of a tender for solar panels on the
roofs of employment units at Burke Road. This additional
recommendation was necessary as the tender was over budget. In
discussion, Members expressed their support for this additional
recommendation.

Following a brief discussion, it was then:
RESOLVED
That Council be RECOMMENDED:

)] To approve the Capital Programme Proposals for
2016/17 totalling £1,765,000 as per Appendix A of the
presented agenda report;

i) That the views of the Overview and Scrutiny Panel on
the Capital Budget Proposals be endorsed, namely that
an Options Appraisal is required with Member
involvement for the Follaton House boilers (see
paragraph 3.1.2 of the presented agenda report) and
that any allocation of Locality vehicles (see 3.2 of the
presented agenda report) be determined after the
March 2016 Overview and Scrutiny Panel review of the
Locality role;

iii) To finance the Capital Programme of £1,765,000 by
using:-

£635,000 from the Capital Programme Earmarked
Reserve
£300,000 from Capital Receipts
£366,000 from Better Care Funding towards
Disabled Facilities Grants and £464,000 from New
Homes Bonus funding

iv) That £40,000 be allocated from the Capital Programme

Contingency Reserve to pay for solar panels on the
roofs of employments units at Burke Road, Totnes
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CAPITAL PROGRAMME MONITORING REPORT

Members were asked to consider a report that advised of the progress
on individual schemes within the approved Capital Programme,
including an assessment of their financial position.

It was then:
RESOLVED

That the report be noted.

HEART OF THE SOUTH WEST FORMAL DEVOLUTION BID

Members were asked to consider a report that sought recommendation
of the Leaders current approach to devolution, the drafting of
proposals, their submission and negotiation of a deal for the Heart of
the South West. The Leader introduced the report and advised
Members that, in his view, the proposal would maintain the identity of
Devon and Somerset whilst providing benefits in line with the six
workstreams as set out in the Prospectus for Productivity. He
reiterated that this was a high level strategic plan and the
recommendation today would enable further work and negotiation.

One Member felt there was not enough information available to make a
recommendation and that residents should have more of a say in such
an important change. It was pointed out however that there was no
duty to consult with the public. Concerns were also raised by Members
that one of the partners was the Local Enterprise Partnership, an
unelected body.

Some Members thought the document should be amended to include
the ability to impose second homes council tax. The Leader agreed to
take this forward.

A number of Members raised concerns about the proposed
governance structure. In reply, the Leader accepted those concerns
but responded that this proposal was at a strategic level and it was
important at this stage to be included, as that would enable the Council
to take part in the negotiations.
It was then:

RESOLVED

That Council be RECOMMENDED to:

1. Endorse the Leaders current approach to devolution and the

drafting of proposals, their submission and negotiation of a
deal for the Heart of the South West, namely:
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Working with local authorities, National Parks and the
Heart of the South West Local Enterprise Partnership to
deliver full proposals for devolution which will seek a
formal agreement with Government on a formal
devolution deal as set out in Appendix 1

2. Note that full Council will consider and be asked to approve
the final devolution proposal; and

3. in the event of government timescales changing, or minor
amendments being necessary, delegate authority to the
Head of Paid Service in consultation with the Leader of
Council to approve the final proposal.

PROPOSALS RELATING TO A LOCAL AUTHORITY CONTROLLED
COMPANY

Members were presented with a report that sought authority to produce
a detailed business case and implementation plan to enable further
consideration of the establishment of a Local Authority Controlled
Company jointly with West Devon Borough Council to deliver services
for South Hams District Council, West Devon Borough Council, and to
other organisations as contracts were won.

The Leader introduced the report and advised Members of an
amendment to the published recommendation in how the funds were
drawn down for the business case. This amendment was
subsequently agreed.

A number of Members expressed concern about some aspects of the
report, but supported the proposal as there was an understanding that
it provided a framework within which further work would enable the
detail to be developed to enable a specific recommendation to be
made on the best way forward. It was made clear to Members that this
proposal, if approved, would form part of the solution to address the
predicted budget gap in 2020. The proposal would also enable the
Council to become more commercially minded.

During discussion, the Executive Director (SD&CD) responded to
specific questions relating to the West Devon Borough Council waste
service and how its inclusion into the proposal would benefit both West
Devon Borough and South Hams District Councils. She also
responded to concerns expressed about a two tier staff system.

One Member thanked Grant Thornton for their balanced report. He

then sought the Executive’s support to amend the wording of the first
recommendation and this was agreed.
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Another Member felt that this proposal would benefit residents of the
South Hams by enabling future proofing from local government
reorganisation. However, he also expressed the view that the
governance issue of the new organisation was significant and would
need to be carefully considered.

It was then:
RESOLVED
That Council be RECOMMENDED:

1. To produce a detailed business case and implementation
plan to enable further consideration of the merits of
establishing a Local Authority Controlled Company jointly
with West Devon Borough Council to deliver services for
South Hams District Council and West Devon Borough
Council, and to other organisations as contracts are won;
and

2. That both Councils’ costs for the preparation of the detailed
business case and implementation plan of £300,000 be met
from a budget provision of £150,000 being set aside in both
Councils for this purpose, and that draw down of these funds
be delegated to the Executive Director (SD &CD) in
consultation with the Leader and Deputy Leader.

COMMUNITY RIGHT TO BUILD ORDERS — DELEGATED
PROCEDURES

Members were asked to consider a report that recommended that the
council approve a Community Right to Build Order Procedure, which
was set out in the appendix to the presented report.

The Portfolio Holder introduced the report and advised Members that
an application had already been received, hence the need to have an
agreed procedure in place.

It was then:
RESOLVED
That Council be RECOMMENDED:-

1. That authority to approve the Community Right to Build
orders Procedure as set out in Appendix 2 of the presented
report be delegated to the Lead Specialist Place and
Strategy in consultation with the Lead Member for Business
Development and Local Plan and the local Ward Member(s)
for the relevant Neighbourhood area; and
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2. That, subject to approval of the above recommendation,
appropriate changes be made to the Council’s
Neighbourhood Planning Protocol.

EFFECTIVELY IMPLE MENTING SHDC DP11: HOUSING MIX AND
TENURE

Members were asked to consider a report that sought approval of a
methodology to ensure that when proposals for new housing were
presented to the Council for planning permission, that the houses being
proposed met the varied needs of our communities.

The Lead Portfolio Holder introduced the report; a number of Members
welcomed it. One Member asked if the term ‘flats’ could be replaced
with ‘apartments’ as ‘flats’ sometimes had a negative connotation. One
Member questioned the use of Office for National Statistics data rather
than local data, however the Lead Specialist - Place and Strategy
responded that an accredited data set would be required to support the
Policy, but that did not mean that local data was also taken into
account.

It was then:

RESOLVED
That Council be RECOMMENDED:

1.  That, when applying policy SHDC DP11: Housing Mix,
the following indicative housing size mix be used to
inform housing proposals:

35% - 1 and 2 bed dwellings
35% - 3 bed dwellings
30% - 4+ bed dwellings

2.  To approve the use of Office for National Statistics (ONS)

Neighbourhood Statistics date to inform the mix of
housing type for housing proposals.

SAFEGUARDING POLICY

Members were asked to consider a report that sought to recommend to
Council the adoption of the Safeguarding Policy.

The Portfolio Holder for Customer First introduced the report. One
Member stated that Safeguarding Training for Members should be
mandatory and Members discussed how best to take this forward.

It was then:

RESOLVED
Page 12



Executive 04.02.16

That Council be RECOMMENDED that the Safeguarding Policy
be adopted.

E.66/15 REPORTS OF OTHER BODIES

RESOLVED

That the following be received and that any recommendations
contained therein be approved:

a) Overview and Scrutiny Panel — 14 January 2016

I. 0&S.66/15 BUDGET PROPOSALS REPORT 2016-17

(NB. Recommendations under this minute had been
taken under the earlier Iltem 7 — Revenue Budget
Proposals for 2016-17 Minute E.58/15 above refers.)

. 0&S.74/15 TASK AND FINISH UPDATES — Dartmouth
Lower Ferry

RESOLVED That:

a) At this point, the best overall service delivery choice
for the Dartmouth Lower Ferry will be either via Option
1 or Option 2b (as outlined in the Business Case at
Appendix A of the presented agenda report);

b) Service efficiencies (as outlined at Section2 of the
business Case at Appendix A of the presented
agenda report) be implemented as soon as is
practicable; and

c) Negotiations continue on the provision of the best
operationally practical and cost effective solutions of
the maintenance of the floating stock.

(NOTE: THESE DECISIONS, WITH THE EXCEPTION OF E.58/15, E.59/15,
E.61./15, E.62/15, E.63/15, E.64/15 and E.65/15, WHICH ARE
RECOMMENDATIONS TO THE COUNCIL MEETING TO BE HELD ON 11
FEBRUARY 2015, WILL BECOME EFFECTIVE FROM 5.00PM ON MONDAY, 15
FEBRUARY 2016 UNLESS CALLED IN, IN ACCORDANCE WITH SCRUTINY
PROCEDURE RULE 18).

(Meeting commenced at 10.00 am and concluded at 1.05 pm)

Chairman
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Agenda Item 6

PUBLIC QUESTIONS AT EXECUTIVE MEETINGS

The Council at its meeting on 21 June 2001 agreed that 15 minutes should be set
aside at the beginning of the Council's monthly Executive meetings to allow

members of the public to ask questions.

Any member of the public who wants to raise a question at a meeting should:-

(@  submit the question in writing to the Democratic Services Manager by 5.00 pm
on the Monday prior to the Executive meeting. This will allow a detailed
answer to the question to be given at the meeting. If advance notice of the
guestion cannot be given, the Chairman of the meeting has the discretion to

allow questions on matters which are felt to be urgent;

(b) ensure that normally questions are no longer than 50 words in length;

(c) ensure that the question does not relate to a specific planning matter (this is

specifically excluded from the public question time);

(d) ensure that the question relates to something over which the Council has
some control and is suitable to be considered, ie, that it is not derogatory to
the Council or relates to matters which the Council could consider

confidential.

For any further advice on questions for Executive meetings, please contact Kathryn

Trant (Member Services Manager).
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Agenda ltem 7

Report to: Executive

Date: 10 March 2016

Title: T18 Budget Monitoring report —
To end of February 2016

Portfolio Area: Clir R Tucker

Wards Affected: All

Relevant Scrutiny Committee: Overview and Scrutiny Panel

Urgent Decision: N Approval and Y
clearance obtained:

Author:  Steve Mullineaux Role:  Support Services Group
Manager
Lisa Buckle Finance Community of

Practice Lead (S151 Officer)

Contact: steve.mullineaux@swdevon.gov.uk, (01803) 861412
lisa.buckle@swdevon.gov.uk (01803) 861413

Recommendations:
It is recommended that the Executive:
1. Notes the progress to date on the T18 Transformation Programme.

1. Executive summary

1.1 In December 2014, the Council agreed to a revised business plan for the
T18 Programme. Its aims are to deliver a new operating model in
partnership with West Devon Borough Council which will ensure that
both Councils can continue to deliver quality services for its customers
and communities. An investment budget of £4.61 million was approved,
to deliver annual recurring revenue savings of £3.3 million. The payback
period for the Programme is 2.5 years.

Page 17



1.2

1.3

1.4

1.5

1.6

2.2

The Transformation Programme has received the backing of Central
Government and the Council was awarded £434,000 of Government
funding towards the upfront investment costs.

The table in Appendix A shows that the predicted final spend
(E4.591million) is £23,000 less than the budget of £4.614 million. In
the 2014/15 year, £2.68 million was spent of one-off investment costs. A
further £930,000 has been spent in the period 1 April 2015 to 29t
February 2016 as shown in Appendix A. (Note - the last reported position
to the Executive was on 10 December 2015, where a £30,000
underspend against the budget was reported for the T18 Programme).

Appendix A details the individual budget lines and highlights the areas
which are underspent and overspent. The Transformation Programme is
within budget in totality and there are no areas of concern to report to
Members.

The budgeted salary savings to be delivered by the project were
£290,000 in 2014/15, rising to £1,375,000 in 2015/16. The savings were
achieved in 2014/15 and the Council is on track to make the projected
salary savings in 2015/16, with the exception of some short term
transition costs. The Revenue Budget Monitoring report for 2015/16 is
also an item on this agenda and this shows that there have been short
term temporary transition (staffing and agency) costs within
Environmental Services, Customer First and Support Services, totalling
£205,000. This is further explained in the Revenue Budget Monitoring
report.

By 2016/17, the salary savings realised will total £2.6 million. These are
annual savings being delivered by the project. In addition there are
predicted to be £305,000 annual savings from the Delivery Unit and
£280,000 savings from Accommodation (which are predicted to rise to
over £400,000 by 2018/19).

Background

South Hams District Council and West Devon Borough Council have
been shared service partners since 2007. As two of the very first
Councils to share a Chief Executive, the Councils have been bold in
challenging the traditional local government model and have always
been at the forefront of radical change and innovation. Shared services
(through sharing staff) has now yielded over £7.7 million in savings
across the two Councils since 2007, with each Council generating
ongoing savings of over £700,000 every year.

Having a successful track record of reducing costs through shared

services whilst improving services, the two Councils approved a joint
Transformation change programme in December 2013.
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2.3 The Councils continue to face significant reductions in Central Government

funding and the Transformation Programme will develop the financial
resilience of the Councils and reduce the reliance on making annual budget
reductions that inevitably impact on front line services.

2.4The Councils are pioneering a new model for local government which is

transferrable to other local authorities irrespective of the scale, acting as a
catalyst for extending shared services, without undermining each
participating Councils’ democratic sovereignty.

2.5The Council will provide its services in an entirely new way by becoming

more flexible and customer focused using the latest technology. Services
will be redesigned around our customers and communities and as a
consequence all departmental silos will be removed. This will involve re-
engineering over 400 business processes and sharing all of our corporate
services and information technology systems. The first phase of the
programme (Support Services) went live in September 2014. The main
phase of the programme went live in June 2015, with a smaller phase due
later in 2015/16.

2.6At its heart, the transformation programme is one of cultural change.

Peoples’ lives are constantly changing and we must change with them. The
radical transformation will be the most significant change in the way that the
Councils work for more than 40 years. The Councils’ non-manual workforce
will be 30% smaller, with all staff roles changing to be flexible and
responsive to the needs of the customer. Officers from different areas of the
Councils will work within communities to improve the service for the
customer and reduce the need for office accommodation.

2.7 The Transformation Programme is structured with a number of workstreams

3.

and progress on these is set out in Section 3.

Outcomes/outputs

HR Workstream

3.1 Following the completion of Phase 2 of the Assessments in August, the

3.2

Electoral Services and Sherford Programme teams were assessed in
December. The Facilities Management team will be assessed in the next
quarter.

The Council has invested in a Performance Management software system
to make sure that managers are regularly providing feedback to staff on
how they are performing against both performance targets and the IMPACT
behaviour framework. It is anticipated that the new system will be available
from April 2016.
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3.3 The Council continues to use the Assessment process developed during

T18 to assess and appoint both internal and external candidates to any
vacancies.

Accommodation Workstream

3.4 The percentage of the running costs of the building offset by tenants will be

up to 60%. The works to fit out the second floor are complete, and the only
works going forward will be the fire alarm system in the old house.

3.5 The Follaton House budget is projected to be £90,000 overspent in 15/16

3.6

due to two main factors. In the T18 Business Case it was anticipated that
there would be £60,000 of reduced running costs at Follaton House due to
agile working, smarter use of energy and utilities and the workforce
occupying less space. These savings have not yet been realised to this
extent, although work has commenced on re-procuring some of the utilities
costs. In addition, it was anticipated that the letting income for Follaton
House could be increased by £50,000 in 15/16. There have been delays in
tenants moving in so only around £20,000 additional rent will be received
in this financial year.

Finance Workstream

The table in Appendix A shows that the predicted final spend
(E4.591million) is £23,000 less than the budget of £4.614 million. In the
2014/15 year, £2.68 million was spent of one-off investment costs. A further
£930,000 has been spent in the period 1 April 2015 to 29" February 2016
as shown in Appendix A. (Note - the last reported position to the Executive
was on 10 December 2015, where a £30,000 underspend against the
budget was reported for the T18 Programme).

3.7 Appendix A details the individual budget lines and highlights the areas

which are underspent and overspent. The Transformation Programme is
within budget in totality and there are no areas of concern to report to
Members.

3.8 The budgeted salary savings to be delivered by the project were £290,000

in 2014/15, rising to £1,375,000 in 2015/16. The savings were achieved in
2014/15 and the Council is on track to make the projected salary savings
in 2015/16, with the exception of some short term transition costs. The
Revenue Budget Monitoring report for 2015/16 is also an item on this
agenda and this shows that there have been short term temporary transition
(staffing and agency) costs within Environmental Services, Customer First
and Support Services, totalling £205,000. This is further explained in the
Revenue Budget Monitoring report.
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3.9

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

By 2016/17, the salary savings realised will total £2.6 million. These are
annual savings being delivered by the project. In addition there are
predicted to be £305,000 annual savings from the Delivery Unit and
£280,000 savings from Accommodation (which are predicted to rise to over
£400,000 by 2018/19).

ICT Workstream

The ICT element of T18 programme is considerable and initially
comprised of 10 distinct elements. Each project in its own right is a
significant piece of work.

T1-Core Infrastructure - the provision of infrastructure and configuration
to support the Civica application suite.

T2-Mobile - to deliver a solution for mobile and agile locality officers.

T3-GIS (Geographical Information Systems) — replace the existing GIS
and enable improved self-serve using spatial data (maps).

T4-Web/Portal — to develop a solution that promotes ‘digital by choice’,
that enables 2 way communication with our residents. It will enable
citizens to ‘apply for it’, ‘pay for it’, ‘report it’, ‘book it’ and view and track
any of those requests.

T5-Telephony — a corporate unified communications solution to aid agile
working. Provide an integrated new telephony system for the Customer
First contact centre.

T6-Back office systems migration — migrate the Waste, Planning, Land
Charges, Environmental Health, Licensing, Housing back office systems
to Civica APP.

T7-Back office system integration — to enable integration of Civica W2 with
remaining back office systems e.g. Revenues and Benefits.

T8-Infrastructure — replacement of the corporate IT infrastructure to
support agile working and provide a cost effective scalable platform.

4.10 T9-Members ICT — equip members with technology that will enable them

to work and communicate effectively.

4.11 T10-Document / Image migration — to move historic documents, files and

images associated with a customer or property record to the new Civica
W2 system.
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4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

T1 and T8 are complete. All other projects remain on track for completion
during February, March and early April as highlighted in Appendix B.
There are 2 exceptions to this.

Contact Centre telephony (within T5) is currently anticipated to complete
by end of July 2016.

In Cab technology. Originally out of scope of T18, in cab technology for
the waste fleet links requires integration with W2 to enable end to end
workflow. The target date for go-live of this project is May 2016.

Civica relationship and current performance

The supplier of the IT solution is Civica. The contract is a duration of 5
years.

The relationship with Civica has been managed through project team
meetings and Civica have had a project manager on site at least one day
per week since the start of 2015.

The single biggest concern has been the delivery of the software for the
development management service, which due to the complexity of the
service meant that a new back office system, the new case management
system (W2) and the website had to be switched on at the same time. A
key risk, that materialised was that we were unable to replicate all of
these systems together in a test environment (due to cost, time and
disruption to the business as usual operation) and test the processes
end to end. This resulted in a significant number of issues with the
customer facing element of the service (the website).

As project delivery has ramped up, Civica have at times struggled to
provide the appropriate technical resources. This has resulted in a series
of escalations to Civica’s senior management from September through
December, cumulating in the Head of Paid Service and the Group
Manager Support Services meeting with the Managing Director of Civica
Digital Solutions and the Civica Group Executive Business Development
Director in mid-January. During this meeting details of complaints
received from members of the public, town and parish councils and
members over the issues with the planning portal were presented to
Civica.

Assurance was given by the Civica management team that they are

100% committed to delivering an IT solution that is fit for purpose and
meets the council’'s requirements.
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4.20 In addition to this a weekly progress call is now held between Managing
Director of Civica Digital Solutions, the Head of Paid Service and the
Group Manager Support Services. Civica's Managing Director of local
government services and the W2 product development manager have
also recently attended a workshop at Follaton House to review issues
and agree actions and outcomes.

Current ICT project plan

4.21 Appendix B shows the current high level project pla n for the project
team and Civica. For each milestone a detailed project plan exists that
has been agreed by relevant business areas, the supplier (Civica) and
internal resources.

4.22 Appendix C shows the detailed IT activities thatha  ve taken place in
January and are taking place in February

Business Processes and Transition Workstream

4.23 The following table highlights the new business processes that have
been migrated to W2 or are ready to migrate to W2.

Total Priority
Processes
(current):

380

Of which
Internal (non
Customer
facing):

60

Total Processes 73 70 30 40
>

90% Complete
213

DM 1 13

Waste/Street 13 10
Scene
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16

Council 23

Tax/NNDR

EH / Licencing 4 6
Corporate/ 32 25
Support

Services/other

4.24 The following table demonstrates where the benefits of the current active
processes will be realised.

73 21 73 59 10 9

4.25 Graph 4.25.1 highlights the number of web based transactions completed
by customers using the 21 processes that are available on the web. It is
anticipated that this will increase significantly as more processes become
active. Graph 4.25.2 shows that over 1800 online accounts have been
requested by customers over the same period. Both are encouraging as
neither Council has begun an active ‘do it online’ / channel shift campaign.

Graph 4.25.1
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Graph 4.25.2
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Customer Workstream

4.26 The Customer Workstream relates to the engagement required with our
customers to maximise the benefits of the future operating model. These
benefits are both for the customer, in terms of improved customer service and
greater access to on-line services and for the Authority through reduced costs.

4.27 The new customer portal has been undergoing extensive testing and
went live in November. Sections 4.23 to 4.25 explain the processes going live.

4.28 The plan for how the Council interacts with its customers (the channel
shift plan) is under development. This plan will help us target cheaper forms of
contact such as SMS and email to those people who want and can use it, rather
than trying to encourage all customers to use these types of contact.

4.29 A recent 2015 Local Government Association report on the use of
technology to transform local public services has concluded that the costs of
different types of transactions are as follows:-

- Face-to-face Customer Services visit: £8.62;

- Atelephone call made through a Customer Contact Centre: £2.83; and
- The cost of an online website transaction: 15 pence.
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5.1

5.2

5.3

5.4

Current issues and key risks

As previously highlighted in paragraph 4.17 the delivery of the planning
customer portal has been a significant issue. This has seen a loss of
functionality, poor search facilities and difficulties displaying documents.
Following a workshop with the Civica product and development team, a
plan has been agreed with Civica with a number of ‘quick fixes’
implemented. It should be noted that a Member was present and gave
detailed examples of the issues experienced by Members, town and
parish councils and customers. Civica anticipate delivering their new
solution by the end of February for us to carry out comprehensive testing
before deployment. Members will be invited to participate in this testing
phase.

Recruitment into a number of technical roles within IT has been
problematic, however this has now been completed for all key IT
specialist roles.

The capacity of the organisation to maintain business as usual service
as well as be available for training and testing in new processes and
systems is a risk that has materialised and is a key issue. This has
resulted in continued delays in the programme roll-out of technology and
processes.

To minimise the risk of further project slippage, the following measures
are in place:

. Lesson learned from the planning portal deployment are now in
place for future deployments. These include more comprehensive
testing and involvement of key stakeholders (Members etc..).

. Weekly reviews now take place with Civica at both operational
and senior management level.

. The Support Services Group Manager reports progress weekly to
the senior leadership team.

. The Executive member for Support Services is briefed bi-weekly.

. A weekly review takes place with the project team.

. A review now takes place 3 times a week with the process delivery
team to ensure there are no blockages to processes moving into
an active state.
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6. Implications

Implications Relevant | Details and proposed measures to address
to
proposals
Y/N
Legal/Governance | Y The Council has delegated to the Executive to monitor
the budget monitoring position of the Transformation
Programme, with quarterly budget monitoring reports
being presented to the Executive.
Financial N There are no financial implications arising directly from
this report. The finances of the programme are set out
in Section 3.6 to 3.9.
Risk Y See Section 5.

Comprehensive Impact Assessment Implications

Equality and | N This report updates Members on the opportunity for

Diversity developing improved access to a range of Council
services and meeting a wide range of customer needs.

Safeguarding N This report updates Members on the opportunity for
developing improved access to a range of Council
services and meeting a wide range of customer needs.

Community N None

Safety, Crime and

Disorder

Health, Safety and | N This report updates Members on the opportunity for

Wellbeing developing improved access to a range of Council
services and meeting a wide range of customer needs.

Other implications | N None

Supporting Information

Appendix A — Financial Summary
Appendix B — Overall project plan

Appendix C — Detailed delivery tasks January and Fe  bruary
Process checklist Completed
Portfolio Holder briefed Yes
SLT Rep briefed Yes
Relevant Exec Director sign off (draft) Yes
Data protection issues considered Yes
If exempt information, public (part 1) report also | N/A
drafted. (Committee/Scrutiny)
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Executive 10 March 2016 - T18 Budget Monitoring Report

APPENDIX A

Expenditure 2014-2015 2015-2016 2015-16 Future Total Comparison
Category T18 Actual Actual Expenditure | financial years to the
Expenditure | Expenditure | predicted for predicted total T18 Notes
to end of March 2016 expenditure Budget
February (Pension strain (One-off
2016 payments ) Investment
(Columns A costs)
(A) (B) (€) (D) to D)
(E) (E) (E) (E) (E) (E)
Revenue Expenditure
ICT technology, 298,585 320,540 21,000 - 640,125 615,750 Note 1
implementation and
workstream
development
ICT workstation costs 185,960 74,558 - - 260,518 276,000 Note 2
and infrastructure
Training and 93,961 53,745 - - 147,706 128,000 Note 3
Accommodation
Implementation and 186,794 960 2,500 - 190,254 175,000 Note 4
design of the future
operating model
Redundancy and 1,481,957 208,395 5,000 940,000 2,635,352 2,702,000 Note 5
Pension Strain costs
Contingency 0 145,462 15,000 - 160,462 175,000 Note 6
Capital Expenditure
Accommodation 338,310 126,131 - - 464,441 450,000 Note 7
ICT Software 92,250 - - - 92,250 92,250 Note 8
TOTAL 2,677,817 929,791 43,500 940,000 4,591,108 4,614,000

Summary - Apart from the pension strain costs which will be paid out in future financial years, the majority
of the T18 expenditure (one-off investment costs) is predicted to have happened by the end of the financial
vear 2015-16. The table above shows that the predicted final spend (£4.591 million) is £23,000 less than

the budget of £4.614 million.
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Note 1 - ICT technology, implementation, workstream development and project management costs — These are the contract payments to
the IT supplier for delivering the IT system and project management costs. These are predicted to be slightly over budget by £24,000
(3.9%*), mainly due to project management costs.

Note 2 - ICT workstation costs and infrastructure — This is predicted to be under budget by £16,000 as the majority of workstations and
infrastructure have now been purchased.

Note 3 — Training and Accommodation — The original budget was set based on the training of all staff being provided by an external
supplier. By looking at the systems that needed training on, an early decision was made to carry out more of the training in-house using a
‘train the trainer’ type approach rather than train all staff. This budget is forecast to be overspent by £20,000.

Note 4 - Implementation and design of the future operating model — The work with IESE has now been completed and the only remaining
payment forecast is £2,500 for the Phase 2 recruitment exercise. This budget is predicted to be overspent by £15,000.

Note 5 — Redundancy and Pension Strain costs — This was the area of the budget which was the most difficult to predict. However the
majority of the phases within the Transformation Programme have now gone live so the Council now has certainty of the majority of these
costs. These were accrued for in the Accounts for 2014-15 and are reflected within the £1.49 million cost figure for 2014-15. In addition to
this, an estimate has been made of the potential redundancy and pension strain costs arising from later Phases. There are future years’
payments predicted of £940,000.

Note 6 — Contingency — The contingency budget is predicted to be utilised on transition costs of the Transformation Programme.

Note 7 — Accommodation (Follaton) — The accommodation budget is predicted to be slightly over budget by £14,000.

Note 8 — ICT Software — This is the software element of the contract payments to the IT supplier. This is treated as capital expenditure.

“* This includes the software element of the IT contract.
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Appendix B - Phase 1b Roll-out to W2 v12 16 February 2016 Mobile Solution ~ Clearcore

Mar 7 Mar 25
TENSs and Nuisance Live | Retention and Disposal
Feb8  CTax Integrated Processes Live Apr8
Feb 29
CTax Portal
Planning Live after Data Migration Final Waste Processes Go Llve Mar 18 Housing Benefit Live
Dec9 Jan 11 Apr 15

2015 2016

Today

75% S.............  Dec2i-Mar4 ... DocMigration for Planning

Feb 29 - Mar 8
75% * Implement Secure Sign On

Mar 14 - Mar 18
50% > CTax Portal Enabled

Feb 29 - Mar 4
75% * » HR Processes x3 and Finance Missing Payments

’ = Planned Date Mar 7 - Mar 11

80% -+ Freedom of Information Requests

Feb 29 -Mar 11
’ = Dates not Verified 75% % CTax Integrated Processes x3 Live

Feb 29 - Mar 2
80% * Complaints Processes

Feb 22 - Feb 26
75% 3 Legal Processes

257 I i Benefit Scoping-SPRINT-Live

Mar 7 - Mar 11
50% > Mobile Solution
Mar 14 - Mar 18
25% , W2 Finance Process Data Sync

Mar 14 - Mar 18
25% S W2 Assets and Car Parks Data Sync
Apr 18 - Apr 22
10% 3 H Benefit portal
Mar 28 - Apr 8
10% 3 Housing Benefit Processes Live
Apr 9 - Apr 16
10% = > On Line Direct Debits
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Appendix C
Jan 2016 — Activity Summary

APP / W2 Integration issues:- some fixes resolved, remaining escalated as
high priority.

CTAX detailed plan agreed and signed off by business.
CTAX detailed plan for annual billing needs in progress.
CTAX process/portal testing underway.

80% of all documents and images migrated into live systems for both
Councils.

Mop up Waste processes 95% ready for live.

Training and Configuration for EH and Licensing completed.
EH / Licencing adoption of W2. Good progress and ongoing.
Planning using new environment and some processes.

Land Charges (spatial/textual data convert) in progress.
Governance, agreed burn and detail plan — on track.

Initial training and configuration for Land Charges completed.

GIS Server built. Layering work on track. System available for Teraquest
outsourcing.
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Feb 2016 — Activity Summary

Full text search delivered by Civica. Tested and approved for Live.
Document migration completed for planning.

End-to-end testing completed for CTax portal.

Work with Planning to increase key process usage with W2.
Implement Land charges into W2/APP.

Corporate processes in live environment and adopted.

All ‘release ready’ (70) processes active.

Civica Mobile on track to go live.

Clear Core and golden thread provisioning on track.

Housing Advice and Benefits Requirements capture, SPRINT and build
underway.

Activities for smooth transition to BAU underway (W2 and APP).

Super User and System Admin training with Civica booked and underway
(W2 and APP).



Agenda ltem 8

Report to: Executive

Date: 10 March 2016

Title: 2016/17 Treasury Management Strategy
Portfolio Area: Support Services — Councillor S Wright
Wards Affected: All

Relevant Scrutiny Committee:

Urgent Decision: N Approval and Y
clearance obtained:

Date next steps can be taken:
(e.g. referral on of recommendation or
implementation of substantive decision)

Authors: Lisa Buckle Role: Finance Community of
Practice Lead

David Bennett Specialist Accountant

Contact: Email Lisa.buckle@swdevon.gov.uk 01803 861413

Recommendations: That the Executive resolves to :-
Recommend to Council approval of the following:

1. The prudential indicators and limits for 2016/17 to 2018/19
contained within Appendix A of the report.

2. The Treasury Management Strategy 2016/17 and the treasury
prudential indicators 2016/17 to 2018/19 contained within Appendix B.

3. The Investment Strategy 2016/17 Appendix C and the detailed
criteria included in Appendix D.
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1. Executive summary

This report seeks approval of the proposed Treasury Management and
Investment Strategies together with their associated prudential indicators.

Good financial management and administration underpins the entire
strategy. The budget for investment income for 2016/17 has been set at
£148,000. This is an increase of 25k from 15/16. To help achieve this we
are recommending increasing the Counter party limit to £6 million per
counter party with £7 million in Lloyds to allow for daily movements in day
to day banking and avoid overdraft charges. There has been a few
occasions that due to the current monetary limits and limited amount of
counter party’s we can use that cash has been invested with Debt
Management Office (DMO is government backed) where interest rate is
only 0.25% compared to an average rate of 0.57% we have achieved on
other investments so far this year

2. Background

The Council is required to operate a balanced budget, which broadly
means that cash raised during the year will meet cash expenditure. Part
of the treasury management operation is to ensure that this cash flow is
adequately planned, with cash being available when it is needed. Surplus
monies are invested in low risk counterparties or instruments
commensurate with the Council’s low risk appetite, providing adequate
liquidity initially before considering investment return.

The second main function of the treasury management service is the
funding of the Council’s capital plans. These capital plans provide a guide
to the borrowing need of the Council, essentially the longer term cash flow
planning, to ensure that the Council can meet its capital spending
obligations. This management of longer term cash may involve arranging
long or short term loans, or using longer term cash flow surpluses. On
occasion any debt previously drawn may be restructured to meet Council
risk or cost objectives.

CIPFA defines treasury management as:

“The management of the local authority’s investments and cash flows, its
banking, money market and capital market transactions; the effective
control of the risks associated with those activities; and the pursuit of
optimum performance consistent with those risks.”

2.1 Reporting requirements

The Council is required to receive and approve, as a minimum, three main
reports each year, which incorporate a variety of policies, estimates and
actuals.
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Prudential and treasury indicators and treasury strategy (this report) -
The first, and most important report covers:

o The capital plans (including prudential indicators);

o A minimum revenue provision (MRP) policy (this is not applicable to
the Council as the Council is debt-free);

o The treasury management strategy (how the investments and
borrowings are to be organised) including treasury indicators; and

o An investment strategy (the parameters on how investments are to

be managed).

A mid year treasury management report - This will update members with
the progress of the capital position, amending prudential indicators as
necessary, and whether any policies require revision.

An annual treasury report — This provides details of a selection of actual
prudential and treasury indicators and actual treasury operations
compared to the estimates within the strategy.

Scrutiny - The above reports are required to be adequately scrutinised
before being recommended to the Council. The reports are presented to
the executive prior to being recommended to council

2.2 Treasury Management Strategy for 2016/17

The strategy for 2016/17 covers two main areas:

Capital issues
o The capital plans and the prudential indicators;

Treasury management issues

o The current treasury position;

o Treasury indicators which limit the treasury risk and activities of the
Council;

. Prospects for interest rates;

J Policy on borrowing in advance of need;

. The investment strategy;

o Creditworthiness policy; and

o Policy on use of external service providers.

These elements cover the requirements of the Local Government Act
2003, the CIPFA Prudential Code, CLG MRP Guidance, the CIPFA Treasury
Management Code and CLG Investment Guidance.

2.3 Training
The CIPFA Code requires the responsible officer to ensure that members
with responsibility for treasury management receive adequate training in

treasury management. Treasury management training will be organised
for members during 2016-17 financial year
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2.4 Treasury management advisors

The Council uses Capita Asset Services, Treasury solutions as its external
treasury management advisors.

The Council recognises that responsibility for treasury management
decisions remains with the organisation at all times and will ensure that
undue reliance is not placed upon our external service providers.

It also recognises that there is value in employing external providers of
treasury management services in order to acquire access to specialist
skills and resources. The Council will ensure that the terms of their
appointment and the methods by which their value will be assessed are
properly agreed and documented, and subjected to regular review

3. Outcomes/outputs

In 2015/16 Investment income budget was £123,000 and the Council is
going to exceed this by around £25,000. However next year’s budget has
been increased by £25,000 to £148,000

4. Options available and consideration of risk

In order to maximise investment returns the council need to be able to
either increase our investment portfolio which could potentially mean
increasing the risk factor or maintain the current list of Counter Party’s
but increase the limit we can invest in each to avoid using those with the
lowest rate of return. The Council will continue to explore alternative
investments with our treasury management advisors, for example
investing in property portfolios, to determine prospective yields against
relative risks. If alternative options have a good return relative to risk, a
future report will be presented to Members to recommend varying the
treasury management strategy.

5. Proposed Way Forward

With the current economic climate still very volatile the more prudent
option and the one we are recommending is to increase the Counter Party
limits to £6 million per Counter party for those on our lending list and £7
million for Lloyds so we can still invest £6 million on fixed term deals with
Lloyds whilst maintaining a current account balance of up to a million that
is sometimes needed due to manage day to day cashflow.
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6. Implications

Implications

Relevant
to
proposals
Y/N

Details and proposed measures to address

Legal/Governance

Y

The elements set out in paragraph 2.2 cover the
requirements of the Local Government Act 2003,
the CIPFA Prudential Code, the CIPFA Treasury
Management Code, the Department for
Communities and Local Government (DCLG)
Investment Guidance and the DCLG MRP Guidance.

Financial

Good financial management and administration
underpins the entire strategy. The budget for
investment income for 2016/17 is £148,000 up 25k
on 2015/16.

The unprecedented financial crisis has resulted in
significant interest cuts around the world and
interest rates are currently at a record low level
with the bank base rate at 0.5%. This, coupled
with adopting a near risk free investment strategy,
has meant a significant drop in the level of
investment income that supports the revenue
budget.

As at 31/3/15 (Balance Sheet position), the Council
had £21,222,368 in investments. The Council’s
investments can fluctuate to levels between £20 -
30 million during the year due to the timing of cash
flows.

Risk

The security risk is the risk of failure of a
counterparty. The liquidity risk is that there are
liquidity constraints that affect the interest rate
performance. The yield risk is regarding the
volatility of interest rates/inflation.

The Council has adopted the CIPFA Code Of
Practice for Treasury Management and produces an
Annual Treasury Management Strategy and
Investment Strategy in accordance with CIPFA
guidelines.

The Council engages a Treasury Management
advisor and a prudent view is always taken
regarding future interest rate movements.
Investment interest income is reported quarterly to
SLT and the Executive as part of budget reports

Comprehensive Im

act Assess

ment Implications

Equality and
Diversity

N

N/a
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Safeguarding N N/a

Community N N/a
Safety, Crime
and Disorder

Health, Safety N N/a
and Wellbeing

Other N none
implications

Supporting Information

Appendices:

Appendix A - The Capital Prudential indicators 2016/17 to 2018/19.
Appendix B - The Treasury Management Strategy 2016/17
Appendix C - The Investment Strategy

Appendix D - Treasury Management Practice (TMP 1) - Credit and
Counterparty Risk Management

Appendix E - Treasury Management Scheme of delegation
Appendix F - Glossary of Terms Appendix

Background Papers:

Executive: 05/03/15 - TMS & Annual Investment Strategy 2014-15
Executive: 10/09/15 - Annual TM Report 2014-15

Executive: 10/12/15 - TMS (Mid Year Update)

Executive: 10/12/15 - Capital Programme 2016-17

Process checklist Completed
Portfolio Holder briefed Yes

SLT Rep briefed Yes
Relevant Exec Director sign off (draft) Yes

Data protection issues considered Yes

If exempt information, public (part 1) report | N/a

also drafted. (Committee/Scrutiny)
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APPENDIX A

THE CAPITAL PRUDENTIAL INDICATORS 2016/17 - 2018/19

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

Capital expenditure

This prudential indicator is a summary of the Council’s capital expenditure
plans, both those agreed previously, and those forming part of this budget
cycle. Members are asked to approve the capital expenditure forecasts:

Capital 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19
expenditure Actual Estimate | Estimate | Estimate | Estimate
£m

Total 3,554 2,875 1,765 TBA TBA

The table below summarises the above capital expenditure plans and how
these plans are being financed by capital or revenue resources. Any
shortfall of resources results in a funding borrowing need.

The Council is currently debt-free and the approved Capital Programme for
2016/17 will be financed from Capital receipts, Capital grants and
Earmarked revenue reserves. The Council is not currently undertaking any
new borrowing to fund its Capital Programme from 2016/17 onwards.
Therefore the Council currently has a nil borrowing requirement.

Capital 2014/15 | 2015/16 | 2016/17 | 2017/18 | 2018/19
expenditure Actual Estimate | Estimate | Estimate | Estimate
£m

Total 3,554 2,875 1,765 TBA TBA
Financed by:

Capital receipts 542 1,501 300

Capital grants 1,604 366 366

Earmarked 948 544 635

Revenue Reserves

New Homes Bonus 460 464 464

Net financing Nil Nil Nil

need for the year
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The Council’s borrowing need (the Capital Financing Requirement)

The second prudential indicator is the Council’'s Capital Financing
Requirement (CFR). It is essentially a measure of the Council’s underlying
need to borrow if the figure is greater than zero. The negative figure
reflects the fact that the Council is debt-free and has a nil borrowing
requirement.

2014/15 | 2015/16 2016/17 2017/18 2018/19
Actual Estimate Estimate Estimate Estimate
£000 £000 £000 £000 £000
Capital Financing Requirement (CFR)
Total CFR - 98 - 98 - 98 - 98 - 98
Movement in CFR Nil Nil Nil Nil Nil
Net borrowing Nil Nil Nil Nil Nil
requirement (the
Council is debt
free)

Affordability prudential indicators

The previous sections cover the overall capital and control of borrowing
prudential indicators, but within this framework prudential indicators are
required to assess the affordability of the capital investment plans.
These provide an indication of the impact of the capital investment plans
on the Council’s overall finances. The Council is asked to approve the
following indicators:

Ratio of financing costs to net revenue stream
This indicator identifies the trend in the receipt of net investment income

against the net revenue stream. It is calculated by dividing investment
income and interest received by the Council’s Net Budget Requirement.

2014/15 2015/16 2016/17 | 2017/18 2018/19
Actual Estimate Estimate Estimate | Estimate
Ratio of net
Investment income |4 o, 1.4% 2.3% 2.7% 3.8%
to net revenue
stream. (Surplus)
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Estimates of the incremental impact of capital investment decisions

on council tax

This indicator calculates the notional cost of the impact of lost investment
income on the Council Tax, from spending capital resources.

decisions on the
band D Council tax
(Notional cost)

2014/15 2015/16 2016/17 | 2017/18 2017/18
Actual Estimate Estimate Estimate | Estimate
£ £ £ £ £
Future incremental
impact of capital
Investment 0.21 0.20 0.11 TBA TBA
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APPENDIX B
TREASURY MANAGEMENT STRATEGY (BORROWING)

Introduction

The capital expenditure plans set out in Appendix A provide details of
the service activity of the Council. The treasury management function
ensures that the Council’s cash is organised in accordance with the
relevant professional codes, so that sufficient cash is available to meet
this service activity. This will involve both the organisation of the cash
flow and, where capital plans require, the organisation of appropriate
borrowing facilities. The strategy covers the relevant treasury /
prudential indicators, the current and projected debt positions and the
annual investment strategy.

Treasury Indicators: Limits to borrowing activity
The Operational Boundary - This is the limit beyond which external

debt is not normally expected to exceed. This is the maximum level of
external debt for cash flow purposes.

Operational Boundary 2014/15 2015/16 2016/17 2017/18
Estimate Estimate Estimate Estimate
£ £ £ £
Borrowing 2,000,000 2,000,000 2,000,000 2,000,000
Other long term liabilities - - - -
Total 2,000,000 | 2,000,000 | 2,000,000 | 2,000,000

The Authorised Limit for External Debt - A further key prudential
indicator represents a control on the overall level of borrowing. This

represents a limit beyond which external debt is prohibited, and this

limit needs to be set or revised by Full Council. It reflects the level of
external debt which, while not desired, could be afforded in the short
term, but is not sustainable in the longer term. This provides
headroom over and above the operational boundary for unusual cash
movements. This is the maximum amount of money that the Council

could afford to borrow.

1. This is the statutory limit determined under section 3 (1) of the Local
Government Act 2003. The Government retains an option to control
either the total of all councils’ plans, or those of a specific council,
although no control has yet been exercised.

2. The Council is asked to approve the following Authorised
Limit:

Authorised limit 2014/15 2015/16 2016/17 2017/18
Estimate Estimate Estimate Estimate

£ £ £ £
Borrowing 7,000,000 7,000,000 7,000,000 7,000,000

Other long term liabilities - - - -
Total 7,000,000 | 7,000,000 | 7,000,000 7,000,000
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Prospects for interest rates

The Council has appointed Capita Asset Services as its treasury advisor and
part of their service is to assist the Council to formulate a view on interest
rates. The following table gives our central view.

Sep-16 Dec-16 Mar-17 Jun-17 Sep-17 Dec-17 Mar-18 Jun-18 Sep-18 Dec-18 Mar-19

Bank rate 5% 50% % 1.75%
O AR [R-NCIC 200% | 210% 220% 230% 240% | 250% 260% 270% 280% |290% 3.00% 3.10% 3.20%
LAV 260% | 270% 280% 2.90% 3.00% | 3.10% 3.20% 3.30% 3.40% | 3.50% 3.60% 3.60% 3.70%
TR NREICY 340% | 340% 350% 360% 3.70% | 370% 380% 390% 4.00% |4.00% 4.10% 4.10% 4.10%

O [RREIEN 320% | 3.20% 3.30% 340% 3.50% | 360% 3.70% 3.80% 390% | 3.90% 4.00% 4.00% 4.00%

UK. UK GDP growth rates in 2013 of 2.2% and 2.9% in 2014 were the
strongest growth rates of any G7 country; the 2014 growth rate was also
the strongest UK rate since 2006 and although the 2015 growth rate is likely
to be a leading rate in the G7 again, it looks likely to disappoint previous
forecasts and come in at about 2%. Quarter 1 of 2015 was weak at +0.4%
(+2.9% y/y) though there was a slight increase in quarter 2 to +0.5%
(+2.3% vy/y) before weakening again to +0.4% (2.1% y/y) in quarter 3.
The November Bank of England Inflation Report included a forecast for
growth to remain around 2.5 - 2.7% over the next three years, driven
mainly by strong consumer demand as the squeeze on the disposable
incomes of consumers has been reversed by a recovery in wage inflation at
the same time that CPI inflation has fallen to, or near to, zero since February
2015. Investment expenditure is also expected to support growth.
However, since the August Inflation report was issued, most worldwide
economic statistics have been weak and financial markets have been
particularly volatile. The November Inflation Report flagged up particular
concerns for the potential impact of these factors on the UK.

The Inflation Report was also notably subdued in respect of the forecasts for
inflation; this was expected to barely get back up to the 2% target within the
2-3 year time horizon. The increase in the forecast for inflation at the three
year horizon was the biggest in a decade and at the two year horizon was
the biggest since February 2013. However, the first round of falls in oil, gas
and food prices over late 2014 and also in the first half 2015, will fall out of
the 12 month calculation of CPI during late 2015 / early 2016 but a second,
more recent round of falls in fuel and commodity prices will delay a
significant tick up in inflation from around zero: this is now expected to get
back to around 1% by the end of 2016 and not get to near 2% until the
second half of 2017, though the forecasts in the Report itself were for an
even slower rate of increase. However, more falls in the price of oil and
imports from emerging countries in early 2016 will further delay the pick
up in inflation. There is therefore considerable uncertainty around how
quickly pay and CPI inflation will rise in the next few years and this makes
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it difficult to forecast when the MPC will decide to make a start on increasing
Bank Rate.

The weakening of UK GDP growth during 2015 and the deterioration of
prospects in the international scene, especially for emerging market
countries, have consequently led to forecasts for when the first increase in
Bank Rate would occur being pushed back to quarter 4 of 2016. There is
downside risk to this forecast i.e. it could be pushed further back.

Borrowing Strategy

The Council is currently debt-free and the approved Capital Programme for
2016/17 is being financed from capital receipts, capital grants and
Earmarked reserves. Any opportunities to undertake prudential borrowing
in the future will be assessed on a business case basis in the light of
emerging priorities and resource availability.

Treasury management limits on activity

There are two related treasury activity limits. The purpose of these are to
restrain the activity of the treasury function within certain limits, thereby
managing risk and reducing the impact of an adverse movement in
interest rates. However if these are set to be too restrictive they will
impair the opportunities to reduce costs/improve performance. The
indicators are:

. Upper limits on fixed interest rate exposure - This covers a

maximum limit on fixed interest rates.

. Upper limits on variable interest rate exposure — This covers a
maximum limit for variable interest rates.

The Council is asked to approve the following treasury
indicators and limits:

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

Interest rate Exposures

Upper Upper Upper

interest rate exposure
Net principal re fixed rate
investments

Upper limit for fixed 100% 100% 100%

interest rate exposure
Net principal re variable
rate investments

Upper limit for variable 50% 50% 50%
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Policy On Borrowing In Advance Of Need

The Council will not borrow more than or in advance of its needs purely in
order to profit from the investment of the extra sums borrowed. Any
decision to borrow in advance will be within forward approved Capital
Financing Requirement estimates, and will be considered carefully to ensure

that value for money can be demonstrated and that the Council can ensure
the security of such funds.

Risks associated with any borrowing in advance activity will be subject to

prior appraisal and subsequent reporting through the mid-year or annual
reporting mechanism.
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APPENDIX C

Investment policy

The Council’s investment policy has regard to the CLG’s Guidance on Local
Government Investments (“the Guidance”) and the revised CIPFA Treasury
Management in Public Services Code of Practice and Cross Sectorial
Guidance Notes (“the CIPFA TM Code”). The Council’s investment priorities
will be security first, liquidity second, then return.

In accordance with the above guidance from the CLG and CIPFA, and in
order to minimise the risk to investments, the Council applies minimum
acceptable credit criteria in order to generate a list of highly creditworthy
counterparties which also enables diversification and thus avoidance of
concentration risk. The key ratings used to monitor counterparties are the
Short Term and Long Term ratings.

Ratings will not be the sole determinant of the quality of an institution; it is
important to continually assess and monitor the financial sector on both a
micro and macro basis and in relation to the economic and political
environments in which institutions operate. The assessment will also take
account of information that reflects the opinion of the markets. To this end
the Council will engage with its advisors to maintain a monitor on market
pricing such as “credit default swaps” and overlay that information on top
of the credit ratings.

Other information sources used will include the financial press, share price
and other such information pertaining to the banking sector in order to
establish the most robust scrutiny process on the suitability of potential
investment counterparties.

Investment instruments identified for use in the financial year are listed in
appendix D under the ‘specified’ and ‘non-specified’ investments categories.
Counterparty limits will be as set through the Council’s treasury
management practices - schedules.

Creditworthiness policy

This Council applies the creditworthiness service provided by Capita Asset
Services. This service employs a sophisticated modelling approach utilising
credit ratings from the three main credit rating agencies - Fitch, Moody’s
and Standard and Poor's. The credit ratings of counterparties are
supplemented with the following overlays:
credit watches and credit outlooks from credit rating agencies;
CDS spreads to give early warning of likely changes in credit ratings;
sovereign ratings to select counterparties from only the most
creditworthy countries.
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This modelling approach combines credit ratings, credit Watches and credit
Outlooks in a weighted scoring system which is then combined with an
overlay of CDS spreads for which the end product is a series of colour coded
bands which indicate the relative creditworthiness of counterparties. These
colour codes are used by the Council to determine the suggested duration
for investments. The Council will therefore use counterparties within the
following durational bands

Yellow 5 years *

Dark pink 5 years for Enhanced money market funds (EMMFs) with
a credit score of 1.25

Light pink 5 years for Enhanced money market funds (EMMFs) with
a credit score of 1.5

Purple 2 years

Blue 1 year (only applies to nationalised or semi nationalised
UK Banks)

Orange 1 year

Red 6 months

Green 100 days
No colour not to be used

* Please note: the yellow colour category is for UK Government debt, or its
equivalent, money market funds and collateralised deposits where the
collateral is UK Government debt -see appendix D.

The Capita Asset Services’ creditworthiness service uses a wider array of
information than just primary ratings. Furthermore, by using a risk
weighted scoring system, it does not give undue preponderance to just one
agency’s ratings.

Typically the minimum credit ratings criteria the Council use will be a Short
Term rating (Fitch or equivalents) of F1 and a Long Term rating of A-.
There may be occasions when the counterparty ratings from one rating
agency are marginally lower than these ratings but may still be used. In
these instances consideration will be given to the whole range of ratings
available, or other topical market information, to support their use.

All credit ratings will be monitored weekly. The Council is alerted to changes
to ratings of all three agencies through its use of the Capita Asset Services’
creditworthiness service.

- if a downgrade results in the counterparty / investment scheme no
longer meeting the Council’s minimum criteria, its further use as a
new investment will be withdrawn immediately.

- in addition to the use of credit ratings the Council will be advised of
information in movements in credit default swap spreads against the
iTraxx benchmark and other market data on a daily basis via its
Passport website, provided exclusively to it by Capita Asset Services.
Extreme market movements may result in downgrade of an
institution or removal from the Council’s lending list.
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Sole reliance will not be placed on the use of this external service. In
addition this Council will also use market data and market information,
information on any external support for banks to help support its decision
making process.

Country and sector limits

The Council has determined that it will only use UK registered banks or
Building Societies

Investment strategy

In-house funds. Investments will be made with reference to the core
balance and cash flow requirements and the outlook for short-term interest
rates (i.e. rates for investments up to 12 months).

Investment returns expectations. Bank Rate is forecast to remain
unchanged at 0.5% before starting to rise from quarter 4 of 2016. Bank
Rate forecasts for financial year ends (March) are:

. 2016/17 0.75%
. 2017/18 1.25%
. 2018/19 1.75%

The suggested budgeted investment earnings rates for returns on
investments placed for periods up to 100 days during each financial year
are as follows:

2016/17 0.60%
2017/18 1.25%
2018/19 1.75%

The overall balance of risks to these forecasts is currently to the downside
(i.e. start of increases in Bank Rate occurs later). However, should the pace
of growth quicken and / or forecasts for increases in inflation rise, there
could be an upside risk.

Investment treasury indicator and limit - total principal funds invested
for greater than 364 days. These limits are set with regard to the Council’s
liquidity requirements and to reduce the need for early sale of an
investment, and are based on the availability of funds after each year-end.

The Council is asked to approve the treasury indicator and limit: -

Maximum principal sums invested > 364 days

£m 2016/17 2017/18 2018/19
Principal sums invested £6m £6m £6m
> 364 days
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Icelandic bank investments

The Council placed a deposit of £1,250,000 on 25th September 2008 with
the Heritable Bank which is a subsidiary of Landsbanki, one of the Icelandic
Banks that was affected by the world economic crisis. Of this amount
£1,227,517 (98%) has already been repaid to the Council by the
Administrators. As at today, the Council has £22,483 frozen in the Heritable
Bank.

At the time the deposit was placed, the risk rating of Heritable was ‘A’ (long
term deposits) and F1 (short term deposits). Both ratings indicated low risk
and were within the deposit policy approved by the Council. Heritable Bank
is registered in Scotland with an address in Edinburgh. Heritable Bank Plc
is authorised and regulated by the Financial Services Authority and is on
the FSA Register. The bank’s shares are owned by Icelandic bank,
Landsbanki.

Administrators have kept the bank trading and are winding down the
business over a period of years. The Administrators have paid fifteen
dividends amounting to 98% of the original deposit. The Council has
recently received a letter from the administrators advising that they intend
to make a Final dividend to be declared and paid in 2016-17. The
administrators estimate that the return to all unsecured creditors is now
between 98-100 pence in the pound.

End of year investment report

At the end of the financial year, the Council will report on its investment
activity as part of its Annual Treasury Report.
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APPENDIX D

Treasury Management Practice (TMP1) - Credit and Counterparty Risk
Management

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 considered low risk assets where the possibility of loss
of principal or investment income is small. These would include sterling
investments which would not be defined as capital expenditure with:

1. The UK Government (such as the Debt Management Account deposit
facility, UK treasury bills or a gilt with less than one year to maturity).

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

3. A local authority

4. Pooled investment vehicles (such as money market funds) that have
been awarded a high credit rating by a credit rating agency.

5. A body that is considered of a high credit quality (such as a bank or
building society)

Non-specified investments: These are any investments which do not
meet the Specified Investment criteria. A nil amount will be held in
aggregate in non-specified investment

A variety of investment instruments will be used, subject to the credit
quality of the institution, and depending on the type of investment made it
will fall into one of the above categories.The criteria, time limits and
monetary limits applying to institutions or investment vehicles are:

Minimum Max % of
credit total Max.
criteria / investments | maturity
colour / £ limit per | period
band institution
DMADF - UK N/A 100% 6 months
Government
Money market funds AAA £6 million Liquid
Local authorities N/A £6 million 5 years
Yellow Upto5
years
Term deposits with Purple fnf?”?;wlf?onr (£7 1Upto2
banks and building Llovds pl years
societies Blue OYES PC™ | Up to 1 Year
see note)
Orange Up to 1 Year
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Red

Green

No Colour

Up to 6
months

Up to 100
days

Not for use

The Council is not recommending using the following
investment vehicles and this is reflected by showing 0%

against the limit per institution.

UK Government gilts | AAA 0% vellow (5
years)
UK Government AAA 0% 6 months
Treasury bills
Bonds issued by
multilateral AAA 0% Y:!‘r’:)’ (>
development banks Y
Yellow Up to 5
years
Purple Up to 2
years
Blue Up to 1 year
CDs or corporate
bonds with banks Orange 0% Up to 1 year
and building societies Up to 6
Red
months
Green Up to 100
days
No colour Not for use
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SPECIFIED INVESTMENTS:

All such investments will be sterling denominated, with maturities up to
maximum of 1 year, meeting the minimum ‘high’ rating criteria where
applicable

Minimum ‘High’ Use
Credit Criteria
Debt Management Agency ) In-house
Deposit Facility
Term deposits — local authorities - In-house
Term deposits — banks and
- . Green In-house
building societies

Term deposits with nationalised banks and banks and building societies

.. Max % of
Minimum total Max.
Credit Use . maturity
o investment .
Criteria S period
Lloyds Bank plc* Blue Ln— £7 million Upto1
ouse year
Other UK part Blue In- £6 million | WP tol
nationalised banks house year

*As Members are aware, the council changed banks in Jan2015 from the
Co-op to Lloyds Bank. Council agreed that it would be prudent to increase
this limit from £5 million to £6 million specifically for Lloyds Bank in order
to facilitate the effective management of daily cash flows. We are now
recommending to increase to 6 million per Counter party and £7 million
for Lloyds

Collective Investment Schemes structured as Open Ended Investment
Companies (OEICs): -

1. Government Liquidity Funds MMF Rating In-house

2. Money Market Funds MMF Rating In-house

Accounting treatment of investments. The accounting treatment may differ
from the underlying cash transactions arising from investment decisions
made by this Council. To ensure that the Council is protected from any
adverse revenue impact, which may arise from these differences, we will
review the accounting implications of new transactions before they are
undertaken.
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A Guide to Money Market Funds

Definition

Investment

Returns

Liquidity

Variety

Accounting

Legality

Regulation

Portfolio
holdings

Credit rating

A pool of cash managed by an independent fund
management company. Frequently these are well
known banks or investment houses

Investors purchase units (shares) of the fund which are
held on their behalf in a custody account.

Returns in line with either 7-day or 1-month LIBID are
targeted by most funds.

The funds are very liquid. Shares can be purchased and
sold on the same day if necessary and without penalty.
Deals are subject to a cut-off time which varies from
manager to manager but can be as late as 2pm.

Two types of classes exist -

1) Stable Net Asset Value (SNAV) - the most
common variety. Prices are fixed and interest is
credited to investors in the form of a dividend.

2) Accumulating Net Asset Value (ANAV) - interest is
credited to the shares and the price rises to reflect
the return achieved.

Purchases of MMF shares do not score as capital
expenditure. Sales do not score as capital receipts.

Local authorities are permitted to invest in sterling
denominated funds with an AAA credit rating and
domiciled in the EU.

UK-based Funds are regulated by the Financial Services
Authority.

Those domiciled in other EU zones (the majority) are
regulated via the Undertakings for Collective
Investment in Transferable Securities (UCITS) Code.
The Code lays down strict common standards of
investment and management.

Cash is invested in a selection of high quality, high
liquidity securities including: time deposits, certificates
of deposit, short-dated gilts, corporate bonds and
notes, commercial paper etc.

Local authorities are empowered to place funds in
investment schemes with a high credit rating. Money
Market Funds fall into this category and are all rated by
one or more of the three rating agencies. Credit Quality
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Risk
management

Exposure
limits

- measures the financial strength of the fund (not the
manager) and the probability of it defaulting.

The funds eligible for local authority investment score
highly on credit quality and low volatility. All have an
AAA rating which means that the chances of default are
considered minimal.

1) Rating requirements - in order to maintain an AAA
rating fund managers must adhere to
requirements specified by the rating agencies.
These include:

* A maximum exposure to any one counterparty
(concentration ratio) between 5% & 10%

A maximum weighted average maturity (WAM) for
the entire fund - typically 60 days

e A minimum level of overnight investments to
ensure high liquidity

« Alower limit on quality of investment counterparty

2) Ring fencing - monies received from share
purchases are invested in financial instruments by
the managing organisation. Deposits/security
investments are held in custody by a non-related
company that specialises in custody services.
Counterparty exposure of the fund (and of the
investor) is to the underlying securities and not to
the management company.

In view of the funds’ low concentration ratios; quality of
asset holdings; maximum WAM and ring-fencing
arrangements, counterparty risk is spread widely. MMFs
possess the same status as external fund managers
operating cash/gilt funds for local authorities. They
should have their own counterparty limit which can be
considerably greater than that accorded to individual
investment counterparties.
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APPENDIX E

Treasury Management Scheme of Delegation

Full Council:

Receiving and reviewing reports on treasury management
policies, practices and activities

Approval of annual strategy

Approval of/amendments to the organisation’s adopted clauses,
treasury management policy statement and treasury
management practices

Budget consideration and approval

Approval of the division of responsibilities

Receiving and reviewing regular monitoring reports and acting on
the recommendations

Approving the selection of external service providers and
agreeing terms of appointment

The treasury management role of the Section 151 Officer:

Recommending clauses, treasury management policy/practices
for approval, reviewing the same regularly, and monitoring
compliance

Submitting regular treasury management policy reports
Submitting budgets and budget variations

Receiving and reviewing management information reports
Reviewing the performance of the treasury management function
Ensuring the adequacy of treasury management resources and
skills, and the effective division of responsibilities within the
treasury management function

Ensuring the adequacy of internal audit, and liaising with external
audit

Recommending the appointment of external service providers

To ensure that members with responsibility for treasury
management receive adequate training in treasury management.
Te review the training needs of treasury mangement officers
periodically
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APPENDIX F

GLOSSARY OF TERMS

Basis Point
1/100% of 1%, i.e., 0.01%

Base Rate
Minimum lending rate of a bank or financial institution in the UK

Benchmark
A measure against which the investment policy or performance of a fund
manager can be compared

Bill of Exchange
A financial instrument financing trade

Callable Deposit

A deposit placed with a bank or building society at a set rate for a set
amount of time. However, the borrower has the right to repay the funds
on pre-agreed dates, before maturity. This decision is based on how
market rates have moved since the deal was agreed. If rates have fallen,
the likelihood of the deposit being repaid rises, as cheaper money can be
found by the borrower

Cash Fund Management

Fund management is the management of an investment portfolio of cash
on behalf of a private client or an institution, the receipts and distribution
of dividends and interest, and all other administrative work in connection
with the portfolio

Certificate of Deposit (CD)

Evidence of a deposit with a specified bank or building society repayable
on a fixed date. They are negotiable instruments and have a secondary
market; therefore the holder of a CD is able to sell it to a third party
before the maturity of the CD

Commercial Paper

Short-term obligations with maturities ranging from 2 to 270 days issued
by banks, corporations and other borrowers. Such instruments are
unsecured and usually discounted, although some may be interest bearing

Corporate Bond

Strictly speaking, corporate bonds are those issued by companies.
However, the term is used to cover all bonds other than those issued by
governments in their own currencies and includes issues by companies,
supranational organisations and government agencies
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Counterparty
Another (or the other) party to an agreement or other market contract
(e.g., lender/ borrower/writer of a swap, etc)

CPI

Consumer Price Index - calculated by collecting and comparing prices of a
set basket of goods and services as bought by a typical consumer, at
regular intervals over time.

CDS

Credit Default Swap - a swap designed to transfer the credit exposure of
fixed income products between parties. The buyer of a credit swap
receives credit protection, whereas the seller of the swap guarantees the
credit worthiness of the

product. By doing this, the risk of default is transferred from the holder of
the fixed income security to the seller of the swap

Derivative

A contract whose value is based on the performance of an underlying
financial asset, index or other investment, e.g., an option is a derivative
because its value changes in relation to the performance of an underlying
stock.

DMADF
Deposit Account offered by the Debt Management office, guaranteed by
the UK government

ECB

European Central Bank - sets the central interest rates in the EMU area.
The ECB determines the targets itself for its interest rate setting policy;
this is to keep inflation within a band of 0 to 2%. It does not accept that
monetary policy is to be used to manage fluctuations in unemployment
and growth caused by the business cycle

EMU
European Monetary Union

Equity

A share in a company with a limited liability. It generally enables the
holder to share in the profitability of the company through dividend
payments and capital gain

Fed.
Federal Reserve Bank of America - sets the central rates in the USA

Floating Rate Notes

Bonds on which the rate of interest is established periodically with
reference to short-term interest rates
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Forward Deal
The act of agreeing today to deposit funds with an institution for an
agreed time limit, on an agreed future date, at an agreed date

Forward Deposits
Same as forward dealing (above)

FSA (Financial Services Authority)
Body responsible for overseeing financial services

Fiscal Policy
The Government policy on taxation and welfare payments

Gilt

Registered British Government securities giving the investor an absolute
commitment from the government to honour the debt that those
securities represent

Gilt Funds
Pooled fund investing in bonds guaranteed by the UK government

Money Market Fund (MMF)

A well rated, highly diversified pooled investment vehicle whose assets
mainly comprise of short term instruments. It is very similar to a unit
trust, however in a MMF

Monetary Policy Committee (MPC)

Government body that sets the bank rate (commonly referred to as being
base rate). Their primary target is to keep inflation within plus or minus
1% of a central target of 2.5% in two year’s time from the date of the
monthly meeting of the Committee. Their secondary target is to support
the Government in maintaining high and stable levels of growth and
employment

Open Ended Investment Companies
A well diversified pooled investment vehicle, with a single purchase price,
rather than a bid/offer spread

Other Bond Funds
Pooled funds investing in a wide range of bonds

Reverse Gilt Repo

This is a transaction as seen from the point of view of the party which is
buying the gifts. In this case, one party buys gifts from the other and, at
the same time and as part of the same transaction, commits to resell
equivalent gifts on a specified future date, or at call, at a specified price

Retail Price Index (RPI)

Measurement of the monthly change in the average level of prices at the
retail level weighted by the average expenditure pattern of the average
person
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Sovereign Issues (Ex UK Gilts)
Bonds issued or guaranteed by nation states, but excluding UK
government bonds

Supranational Bonds

Bonds issued by supranational bodies, e.g., European investment bank.
These bonds - also known as Multilateral Development Bank bonds - are
generally AAA rated and behave similarly to gilts, but pay a higher yield
(“spread”) given their relative illiquidity when compared with gilts

Term Deposit
A deposit held in a financial institution for a fixed term at a fixed rate

Treasury Bill

Treasury bills are short term debt instruments issued by the UK or other
governments. They provide a return to the investor by virtue of being
issued at a discount to their final redemption value

WAROR
Weighted Average Rate of Return is the average annualised rate of return
weighted by the principal amount in each rate

WAM
Weighted Average Time to Maturity is the average time, in days, till the
portfolio matures, weighted by principal amount

WATT

Weighted Average Total Time is the average time, in days, that deposits
are lent out for, weighted by principal amount
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Agenda ltem 9

Report to: Executive

Date: 10 March 2016

Title: Revenue Budget Monitoring 2015/2016
Portfolio Area: Support Services - Clir S Wright

Wards Affected: All

Relevant Scrutiny Committee: Overview and Scrutiny Panel

Urgent Decision: N Approval and Y

clearance obtained:

Author: Pauline Henstock Role: Finance Business Partner

Contact: Tel. 01803 861377
E-mail: pauline.henstock@swdevon.gov.uk

Recommendations:
That the Executive resolves to :-

Note the forecast income and expenditure variations for the 2015/16
financial year and the overall projected overspend of £45,000 (0.5% of
the total Budget £8.839 million).

1. Executive summary

1.1 This report enables Members to monitor income and expenditure
variations against the approved budget for 2015/16, and provides a
forecast for the year end position.

1.2 The gross service expenditure budget for 2015/16 was set at £42
million (£8.839 million net). Actual net revenue expenditure is
forecast to be over budget by £45,000 when compared against the
total budget set for 2015/16. This equates to 0.5% of the overall net
budget. (The previous revenue budget monitoring position reported in
December 2015 was a projected overspend of £70,000.)
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1.3 The £45,000 could be met by unearmarked (general fund) revenue
reserves and would reduce the balance on the reserve from £1.741 million
(at 31/3/15) to £1.696 million (at 31/3/16) as shown in Appendix A.

2. Background
2.1 The Council’s financial procedure rules require that reports must be
made on budget monitoring on a regular basis to the Executive as part of

the Council’s arrangements for budget management.

3. Outcomes/outputs
3.1 Budget overview

Table 1 below provides an analysis of the projected variances against

budget.
TABLE 1: 2015/16 BUDGET FORECAST
2015/16 Budget
Budget variations Note
expenditure increase/
/(income) (decrease)
£000 £000 £000
APPROVED BUDGET 8,839
Reductions in
expenditure/additional
income
Planning Applications (income) (700) (180) A
Local Land Charges property
search new burdens grant - (95) B
Land and Investment
Properties — Easement Income - (85) C
Heritable dividend - (50) D
Housing Benefit recoveries (175) (50) E
Homelessness Prevention 83 (35) F
Elections income - (25) G
Investment income (123) (25) H
Employment Estates income (1,342) (30) I
Staff travel expenses 184 (30) J
Erlvate Sector Hoqsmg 16 (15) K
enewal - professional fees

Members’ allowances and 287 (55) L
travel expenses
Small underspends - (20) M
Sub total of variations (695)
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Increases in
expenditure/reductions in
income

T18 Transition costs
(Temporary short term staffing

and agency costs) within 6,115 205 N
Environmental Services,

Customer First and Support

Services

Vacancy provision of £100,000 100

not metin 15/16

Trade Waste 359 160 0]
Recycling income (925) 160 P
Environmental Services - 2,100 100 Q
Manual workers’ salary costs

Dartmouth Lower Ferry income (907) 80 R
Follaton House (231) 90 S
Waste Transfer Station 147 50 T
Car Parks Income (2,922) 30 U
Planning legal fees 4 30 V
Licensing income (230) 30 W
Pannier Markets income (120) 10 X
Sub total of variations 1,045
Financing: Funding from

Earmarked Reserves

Strategic Issues Reserve n/a (50) 4.2
Planning Policy and Major n/a (150) 4.2
Development Reserve

T18 Investment Reserve n/a (55) 4.2
Print Room Equipment Reserve (50) 4.2
Sub total of funding from (305)
Earmarked Reserves

PROJECTED OUTTURN 8,884
PROJECTED OVERSPEND 45

(Net impact on the
Comprehensive Income and
Expenditure account for
2015-16)
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Notes

A.

Planning - There is predicted to be additional income from planning
applications of £180,000 (in excess of the budget of £700,000),
mainly due to a number of large applications for renewable energy.

. Local Land Charges - A new burdens grant for Local Land Charges

has been received from the Government of just over £95,000. This
is a reimbursement from the Government for the costs of the
national legal case regarding Land Charges. As the Council funded
this cost in the 2014-15 financial year, the timing difference on this
new burdens grant being received means that this is additional
income in 2015-16 as the costs have been previously financed.

. Land & Investment Properties - Unbudgeted income in the sum

of £85,000 has been received this financial year. This income is
made up of one off receipts in respect of easements over Council
land.

. Heritable Dividend - The Council placed a deposit of £1,250,000

on 25th September 2008 with the Heritable Bank which is a
subsidiary of Landsbanki, one of the Icelandic Banks that were
affected by the world economic crisis. Of this amount £1,177,632
(94%) has already been repaid to the Council by the Administrators.
On 7 September 2015 the Council received a further dividend of
£49,885 (increasing the amount recovered to 98%). In 2013/14 the
balance remaining was impaired (written out of the Balance Sheet),
therefore this extra dividend of £49,885 is additional income for
2015/16.

. Housing Benefit recovery of overpayments - Additional income

of £50,000 from the recovery of overpayments is predicted
(budgeted expenditure for Housing Benefit in 2015/16 is £21
million).

Homelessness Prevention — The Council receives a Government
grant towards the costs of homelessness prevention. The Council
has predominantly funded homelessness costs through the Local
Welfare Support Grant which has reduced the amount spent against
the Government grant. £25,000 is requested to be set aside in an
Earmarked Reserve for homelessness to cover additional costs in the
winter months. The balance of £35,000 will be additional income for
2015-16 as shown in Section 3.1.

. Elections income - Grant income of £25,000 for the 2014-15

European election grant claim which will be received in 2015-16 and
for which the costs have already been incurred in 2014-15.

. Investment income - The Council has secured a better rate for

Money Market Fund investments that are used to manage day to
day cashflows, and improved the use of fixed term deals with the
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Banks available to lend to on the Council’s current agreed
Counterparty list. An additional income of £25,000 is expected.

Employment Estates income - There is predicted to be additional
income in the region of £30,000 mainly in respect of boat launch
fees, landing charges and rents.

Staff travel expenses - it is anticipated that there will be a saving
on staff travel of £30,000. The more flexible way of working has
encouraged staff to only make a journey where it is absolutely
necessary, making use of new technology and car sharing wherever
possible.

. Private Sector Housing Renewal - professional fees - only a
small element of the budget has been required in 2015/16 leading
to a projected underspend of £15,000.

. Members’ allowances and travel expenses - In May 2015 the
number of Members reduced from 40 to 31 resulting in a saving on
Member Allowances and travel expenses.

. Small underspends - A total of £20,000 of small underspends has
been identified.

. Transition costs for the Transformation Programme and the
Vacancy Provision not being met

There have been short term temporary transition (staffing and
agency) costs within Environmental Services, Customer First and
Support Services, totalling £205,000. In addition, the budget for the
vacancy provision of £100,000 in 15/16 has not been met due to the
transformation programme, as staff have been newly appointed into
posts.

Environmental Services — There have been overtime costs for
various services within Environmental Services. This has allowed the
Council to continue to provide front line services at non-reduced
levels throughout the period of the transformation programme.

Customer First - Temporary resources are being used to backfill
positions within planning.

Part of the additional costs have arisen due to the additional
workload and the additional income of £180,000 which the planning
service has brought in (see A). Some of the costs have also arisen
due to this being a transition cost for the service of migrating from
the old planning system to the new planning system (W2).
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Support Services - There are additional staffing and agency costs
within Support Services. This is mainly for T18 transition costs for
legal, finance and service processing where temporary resources are
currently being used in support services until the full functionality of
the new workflow system (W2) can be utilised by Support Services.

O. Trade Waste - This reflects the increase in disposal costs and
tipping charges, which occurred after the fees and charges for the
service were set. There have also been legislative changes adversely
affecting the service. Therefore Trade Waste is currently projected
to be £160,000 overspent in 2015/16. A review of the fees and
charges of the service is being carried out for the 2016/17 financial
year.

P. Recycling Income - A proportion of the strategic waste review
savings were linked to recycling income increases. Members should
be aware that prices were based on the recycling market prices
indexes at the time of the service review. In the interim period, the
market has changed significantly due to external factors, including
the closure of a major paper mill and a change in oil prices. Our
material prices are tracked according to market values, so these may
increase but they are currently producing a lower yield than that
profiled in the market at the time of the waste review. It is projected
that recycling income will be £160,000 (17%) under the budgeted
income target of £925,000.

Q. Environmental Services — manual workers’ salary costs - It is
projected that manual staffing and agency costs for waste and
recycling, street and beach cleaning and public conveniences will be
overspent by £100,000 (4.8%) against the budget of £2.1 million.
This has been for the following reasons:-

Costs to cover long term sickness and holiday within the manual
workforce.

The conversion to a living wage, which has included a bonus
consolidation for the manual workforce.

It has been necessary to increase agency drivers’ rates. This
increase has been linked to national pricing pressures due to the
increasing number of driving posts available in the marketplace due
to the increase in internet shopping/supermarket delivery.

Page 68



There has been a need to use, on occasion, permanent manual
labour to support the operational management of the service
delivery during the transition period of the transformation
programme.

R. Dartmouth Lower Ferry- Members will recall that the Ferry was
out of action until 20" May 2013 for essential slipway maintenance
(Minute E.15/12 refers). The indications are that not all the business
lost during this period has returned and a shortfall in income of
£80,000 (9%) is forecast (budgeted income for 2015-16 is
£907,000).

S. Follaton House - The Follaton House budget is projected to be
£90,000 overspent due to two main factors. In the T18 Business
Case it was anticipated that there would be £60,000 of reduced
running costs at Follaton House due to agile working, smarter use of
energy and utilities and the workforce occupying less space. These
savings have not yet been realised to this extent, although work has
commenced on re-procuring some of the utilities costs. In addition,
it was anticipated that the letting income for Follaton House could
be increased by £50,000 in 15/16. There have been delays in
tenants moving in so only around £20,000 additional rent will be
received in this financial year.

T. Waste Transfer station - Haulage of organic and residual waste
from both Torbay Transfer station and Torr Quarry Transfer Station
to Heathfield IVC and MVV continue to rise causing a cost pressure
of £50,000.

U. Car parks - Car parking income is anticipated to be below its income
target by £30,000 (1%) on an income budget of £2.9 million. The
Council has been addressing budget under-performances through a
realignment exercise over a period of time. The income target from
car parking was reduced by £50,000 per annum for 2014/15,
2015/16 and 2016/17.

V. Planning legal fees — There have been legal fees for planning of
£30,000 in 2015/16.

W. Licensing income - Export of live crabs to China requires an export
certificate issued by the Council. A fee is charged for this certificate.
Due to reasons beyond the control of the Council, this trade has now
ceased. This £30,000 cost pressure has been built in to the 2016/17
Budget. The Council is hopeful that this trade will resume but are
unable to predict when this may happen.

X. Pannier Markets - A shortfall in income of £10,000 is anticipated.
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4. Review of Earmarked Reserves
4.1 The Council annually undertakes a review of the level of its Earmarked
Reserves. A schedule of Earmarked Reserves is attached at Appendix A

with their proposed use.

4.2 In February 2016, Council approved the use of £50,000 from the
Strategic Issues Reserve, £150,000 from the Planning Policy and Major
Developments Reserve and £55,000 from the T18 Investment Reserve
to fund T18 transition costs, the vacancy provision which has not been
met and the planning legal fees.

5. Prudential Indicators
5.1 The prudential

code

indicators were approved

in the

Treasury

Management Strategy report to the Executive on 5 March 2015. The
indicators are monitored during the year through the normal revenue
and capital monitoring processes. Any exceptions are reported to the
Executive together with any remedial action or revision required. To
date all Treasury Management limits have been adhered to.

6. Income and Reserves

Income monitoring is an integral part of financial management. Current
income forecasts are as follows:
Service Actual Income | Projected | Deficit/ Deficit/
Income Budget Income | (Surplus) | (Surplus)
2014/15 | 2015/16 | 2015/16
£'000 £'000 £'000 £'000 %
Car Parks 2,978 2,922 2,892 30 1.0%
Dartmouth
Ferry 813 907 827 80 8.8%
Employment
Estates 1,390 1,342 1,372 (30) (2.2%)
Licensing 235 230 200 30 13.0%
Planning
Applications 1,190 700 880 (180) (25.7%)
Land
Charges 208 170 170 - -
Recycling 701 925 765 160 17.3%
credits
TOTAL 7,515 7,196 7,106 90
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7. Proposed Way Forward — Management Actions

7.1 The table below sets out the relevant management actions for the
revenue expenditure and income variations shown above. It is best practice
for the Council to state whether there are any corrective actions that need
to be taken for the variances identified in 2015-16.

Budget
variations
overspend/
(underspend)
£000 Management Action

Reductions in

expenditure/additional

income

Planning Applications (income) (180) | It is not recommended to increase
the planning income target for
2016/17, as the additional income
in 2015/16 is mainly due to one
off renewable energy applications.

Local Land Charges property (95) No action - This is a one off grant

search new burdens grant payment.

Land and Investment Properties ] o _

— Easement Income (85) | No action - This is one off income.

Heritable dividend (50) | No action - This is a one off
dividend payment.

Housing Benefit recoveries (50) | A savings figure of £30,000 has
been built in to the 2016/17
budget to reflect the likely income
from housing benefit recoveries in
2016/17.

Homelessness Prevention (35) | This will be kept under review.

Elections income (25) | No action, One off grant payment.

Investment income (25) | Due to the anticipated rise in
interest rates in the future, an
additional £25,000 has been built
in to the 2016/17 Budget for
additional investment income.

Employment Estates income (30) | No management action required.

Staff travel expenses (30) | A saving has been built into the
T18 Budget profile for travel.

Private Sector Housing Renewal (15) | No management action required.

- professional fees

Members’Allowances and travel (55) | A saving of £31,800 has been built

expenses in to the 2016/17 Budget following
a full review of Members’
Allowances.

Small underspends (20) | No management action required.
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Budget

variations
overspend/
(underspend)
£000 Management Action

Increases in

expenditure/reductions in

income

Transition costs (Temporary It is expected that this is a

short term staffing and agency temporary additional cost whilst

costs) within Environmental 205 | the Transformation Programme

Services, Customer First and (T18) is being embedded.

Support Services
The budget for the vacancy

Vacancy provision of £100,000 100 | provision has been removed for

not met in 15/16 2016/17.

Trade Waste 160 | A budget pressure of £160,000
has been built in to the 2016/17
budget.

Recycling income 160 | This recurring income shortfall has
been built in to the 2016/17
budget to reflect market
conditions.

Environmental Services - 100 | This recurring cost pressure has

Manual workers’ salary costs been built in to the 2016/17
budget.

Dartmouth Lower Ferry income 80 | A reduction in the income target of
£100,000 has been built in to the
budget for 2016/17.

Follaton House 90 | The Assets team continue to
maximise the best use of the
lettings space. However, it was felt
prudent to reduce the budget for
2016/17 by £23,000.

Waste Transfer Station 50 | This recurring cost pressure has
been built in to the 2016/17
budget.

Car Parks income 30 | A reduction in the income target of
£50,000 has been built in to the
budget for 2016/17.

Planning legal fees 30 | This cost pressure has been built
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Budget
variations
overspend/
(underspend)

£000 Management Action

Licensing income

30 | The cessation of crab export
licensing fee income has been built
in to the 2016/17 budget.

Pannier Markets income

10 | No management action required.

8. Issues that may impact on the budget monitoring position in
the next month/Risks

The budget monitoring position assumes that collection rates will
remain at previous levels. The unknown area is the impact that
Universal Credit may have on future collection rates and arrears
levels. Universal credit is a new single benefit payment for people out
of work or on low incomes. The aim of Universal Credit is to make the
welfare system simpler by replacing six benefits with one single
monthly payment. Universal Credit replaces a range of benefits
including Income Support, Jobseeker’s Allowance and Housing
Benefit.

For Business Rates, it has been assumed that the Council is still in a
situation where it is paying a Business Rates levy. This is regularly
monitored and any change to this position will be reported to
Members.

9. Implications

Implications Relevant | Details and proposed measures to address
to
proposals
Y/N
Legal/Governance | Y The Statutory Powers that apply to this report are
the Local Government Act 1972 Section 151 and
the Local Government Act 2003 Section 28.
Financial Y The report identifies an overall overspend of

£45,000 which is 0.5% of the overall budget set
for 2015/16 of £8.839million.
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Risk Y

1)

2)

Budget variances - continual budget
monitoring at all levels within the Council
ensures early identification of variances.
Reporting to the Executive provides an
opportunity for Members to identify and
instigate remedial action where appropriate.

Resource Planning - the Executive takes
into account any significant issues when
developing the Council’'s Medium Term
Financial Strategy.

Comprehensive Impact Assessment Implications

Safety, Crime
and Disorder

Equality and None directly arising from this report.
Diversity

Safeguarding None directly arising from this report.
Community None directly arising from this report.

Health, Safety None directly arising from this report.
and Wellbeing

Other None directly arising from this report.
implications

Supporting Information

Appendix A — Schedule of Reserves (Earmarked Reserves and Unearmarked

Reserves).

Background Papers:

Finance Community of Practice budget monitoring working papers.
Executive 15 October 2015 - Medium Term Financial Strategy for the five

year period 2016/17 to 2020/21.

Executive 10 December 2015 - Revenue Budget Monitoring 2015/16

Approval and clearance of report

Process checklist Completed
Portfolio Holder briefed Yes

SLT Rep briefed Yes
Relevant Exec Director sign off (draft) Yes

Data protection issues considered Yes

If exempt information, public (part 1) report | N/A

also drafted. (Committee/Scrutiny)
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APPENDIX A

RESERVES - PROJECTED BALANCES (EXCLUDES SALCOMBE HARBOUR)

Opening Projected
2015/16 balance Balance
Contribution | 1 April 2015 | 31 March 16 Comments
£000 £000 £000
EARMARKED RESERVES
Code |Specific Reserves - General Fund
Reflects 2015/16 Capital Programme and
repayment of temporary borrowing from this
reserve to finance T18 initial investment costs
0631 Capital Programme 182 129 277|in 2014/15
Comprises grants with no repayment conditions
- created as a result of International Financial
0633 Revenue Grants 393 386|Reporting Standards (IFRS)
0635 Affordable Housing 453 84|Due to Capital Programme commitments
0638 Renovation Grant Reserve 1 1|Comprises proceeds from repayments
Allocation carried forward is for Community
0639 New Homes Bonus 184 154|Reinvestment projects for 15/16
Will be used to offset the balance on the
Collection Fund. This relates to a timing issue
on the accounting adjustments required for the
localisation of business rates.
£100K pooling gain to be used to finance the
postponement to 2016 of the waste round
0641 Business Rates Retention 304 O[review and other changes.
£75K used to finance the postponement to 2016
of the waste round review and release of the
uncommitted balance of £50K to fund T18
0645 Strategic Issues 133 Oftransition costs - E.46/15 refers.
0650 Community Parks and Open Spaces 17 108 86
There is a separate T18 strategic change
reserve for pension strains arising from the
0660 Pension Fund Strain 99 0 Oftransformation programme.
0665 Repairs & Maintenance 55 369 371
A new reserve for the maintenance of marine
0667 Marine Infrastructure 19 47 |assets
0670 Land and Development 184 183
0675 Ferry Repairs & Renewals 87 263 312
N.B. £82k earmarked for RDP Local Action
0680 Economic Initiatives 120 98|2015/16 to 2020/21. E21/14 refers
Due to programmed vehicle replacements in
0685 |Vehicles & Plant Renewals 541 1,735 33(2015/16.
0690 Pay & Display Equipment Renewals 21 40 61
0695 On-Street Parking 44 44
To fund T18 one-off investment costs e.g. ICT
0696 |T18 Investment Reserve 578 0 O|costs
A new reserve set up to fund T18 redundancy
0698 Strategic Change Reserve (T18) 1,372 0 Oland pension costs.
0700 Print Room Equipment 76 26|£50K can be released back to the general fund
0705 ICT Development 203 134
0710 Sustainable Waste Management 72 0[Recycling and Waste Review
0720 District Elections 10 68 78
0725 Beach Safety 14 14
Includes £150K towards T18 transition costs -
E.46/15 refers, £134k towards Planning
Enforcement (Council 25/2/16) and a potential
0730 Planning Policy & Major Developments 596 198|commitment of £75K for Our Plan
0735 Building Control 63 271 334
Comprises deposits with no repayment
0740 Section 106 Deposits 41 41|conditions - created as a result of IFRS
0830 /Members Sustainable Community Locality 7 0
Homelessness Prevention 0 25|A new reserve - E.46/15 refers.
Sub Total 3,025 5,827 2,987
GENERAL RESERVES
General Fund Balance (Unearmarked The balance will reduce by the predicted
0765 Reserves - Accumulated Surplus) 1,741 1,696|overspend in 2015/16 of £45K.
TOTAL REVENUE RESERVES Pana’7R 4,683
L] UMW TV

02/03/16
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Agenda Item 10

Our Plan: South Hams - Progress Monitoring and Our Plan 16/17

Report to: Executive
Date: 10 March 2016
Title: Our Plan: South Hams - Progress

Monitoring and Our Plan 16/17

Portfolio Area: Customer First
Wards Affected: All
Relevant Scrutiny Committee: O&S

Urgent Decision: N Approval and Y
clearance obtained:

Date next steps can be taken: NA
(e.g. referral on of recommendation or
implementation of substantive decision)

Author: Ross Kennerley Lead Specialist - Place and
Strategy

Contact: Ross.Kennerley@swdevon.gov.uk 01803 861379

Recommendations:
That Executive notes progress in relation to Our Plan: South Hams

1. Executive summary

1.1. Our Plan: South Hams will be the single strategic plan that sets out
the vision, objectives and activities of South Hams District Council. It
brings together all strategies and plans and sets out a comprehensive
story of what the council wants to achieve through two blended and inter-
related elements

 The corporate plan establishing the Councils vision, objectives,
priorities, actions and delivery approaches and

- The Local Plan establishing land use planning policies and
allocations
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Our Plan: South Hams - Progress Monitoring and Our Plan 16/17

1.2. The overarching corporate plan role was reviewed at Overview and
Scrutiny with a recommendation to Council that this element be re-issued
for the start of the 2016/17 financial year as a means of clarifying Council
vision, objectives, priorities and delivery. This element has been the
subject of a Member workshop earlier in the year and will be presented
back to O&S, Executive and Council in coming months for consideration
(O&S minute 53/15 refers)

1.3 The Local Plan element of Our Plan: South Hams was considered in
reports to the Councils of 5" November 2015 and 10th December 2015
(minutes 38/15 and 46/15 refer).

1.4 These reports recognised the need to take account of a wide range
of local and national issues impacting on local planning. This led to
members agreeing to a refreshed Joint Local Plan approach based around
a collaboration agreement within the Housing Market Area incorporating
West Devon, Plymouth and relevant parts of Dartmoor National Park.

1.5 This included a specific recommendation that regular monitoring
reports be submitted to Executive. Progress is reported in this item.

2. Background

2.1 Our Plan : South Hams serves an important function as both the
Corporate Plan and the Local Plan (establishing land use policies and
development allocations). Members have agreed refreshed approaches
to both elements and these are reported on in the outcomes section
below.

3. Outcomes/outputs
3.1 Progress against the agreed recommendations is as follows.
O&S minute 53/15.

3.2 Overview and Scrutiny, and subsequently Council, agreed the
following overarching recommendation.

That Our Plan: South Hams be issued for the start of the 2016/17
Financial Year as a document that:
1. recognises Our Plan: South Hams as the single comprehensive
Council Plan;
2. restates the Council’s Corporate Vision and Objectives;
3. establishes the common basis for the Council’s Financial Plan, Asset
Management Plan, Loca