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Budget Proposals 2020/21

Purpose

1.1  Council Cabinet published budget proposals for 2020/21 on Wednesday 13"
November as part of a report on the 'Medium Term Financial Plan 2020/21-2022/23
Public consultation’, which ran from 14™ November 2019 to 2" January 2020.

1.2  The Medium Term Financial Plan (MTFP) assumes delivery of £4.793m of budget
savings and additional income in 2020/21, and an increase in Council Tax of 3.99%
(this includes 2% specifically for social care).

1.3 The MTFP incorporates £13.035m of pressures in 2020/21, to address demand and
cost pressures and to invest in Council priorities.

1.4  Scrutiny of the MTFP, and specifically the pressures and savings proposals included
within it, is an integral part of the Boards functions. The Board will then make any
appropriate recommendations to Council Cabinet.

Recommendations

2.1 To consider and comment on the budget proposals.

2.2  To make any appropriate recommendations to Council Cabinet for inclusion in the
budget setting report, due to be considered by Council Cabinet on 12 February and
subsequently by Council on 27" February 2020.

Reason

3.1  To provide scrutiny members with an opportunity to scrutinise the budget proposals
and strategy as part of the consultation process.

Supporting information



4.1

4.2

4.3

4.4

4.5

The MTFP Cabinet report detailed in Appendix 1 and the public consultation
document detailed in Appendix 2 provides an overview of proposals to balance the
council's revenue budget for 2020/21 — 2022/23, and the proposed Capital
Programme for the same period.

A summary of Business Cases and Equality Impact Assessments (EIAs) has been
included in Appendix 3. Individual Business Cases and where appropriate some EIAs
have been produced for the saving and income generation proposals and can be
found in Appendices 4 and 5. Other EIAs, will follow as they are completed, prior to
the Council setting its budget in February 2020.

The budget issued for consultation in November, included a series of funding
forecasts based on the Chancellor's Spending Review on the 4™ September 2019.
Due to the December 2019 election, the provisional local government finance
settlement had not been issued at the time of writing this report. This creates a level
of uncertainty for 2020/21. In addition, changes in the Local Government finance
framework (fair funding and business rate retention) have been postponed until
2021/22. The risks of potential funding changes have been partially mitigated by an
increase in the level of reserves detailed in the budget report.

Budget Scrutiny should focus on:

e public value and demonstrating a good use of resources

e the impact of proposed budget changes on service delivery and cross cutting
outcomes

¢ high risk and high cost areas of spend

e how long-term trends, demand pressures and challenges define the council’s
financial strategy

The budget proposals may also change as a result of the consultation process.

Public/stakeholder engagement

5.1

The annual Budget Scrutiny meeting ensures Scrutiny is provided with a formal
opportunity to contribute to the budget consultation process.

Other options

6.1

While alternative approaches have been considered, Council Cabinet are
recommending proposals they consider to be deliverable and provide a financially
balanced position.

Financial and value for money issues



7.1 The Council is legally required to set a balanced budget for the next financial year, by
11" March 2020. Following the period of consultation, Council Cabinet will
recommend a budget to Full Council on 27" February 2020.

7.2 This report presents a balanced budget for 2020/21, with a budget gap of £2.852m
for 2021/22 onwards (this represents 1% of the net budget requirement)

Legal implications

8.1 Part 4 of the Council’s Constitution (Rules of Procedure) set out a series of Budget
and Policy Framework Procedure Rules which require the Council Cabinet’s initial
budget proposals to be referred to the relevant overview and scrutiny board for
further consideration and, if appropriate, recommendations.

8.2 Anyrecommendations arising from this report will be assessed for their legality on an

individual basis.

Other significant implications

9.1 The new savings proposals for 2020/21, include a potential reduction in staffing
numbers of 12.43 FTE, the impact of which is being fully considered as part of the
overall budget process.

9.2 Equality Impact Assessments (where appropriate) have been prepared for the
savings proposals as detailed in Appendix 5. These will be updated following the
completion of the consultation period and will involve our equality hubs as usual.

9.3  Further implications in relation to risk management, health and safety, and,
environmental sustainability will be considered on a case by case basis as part of
the overall budget process.

This report has been approved by the following people:

Role Name Date of sign-off
Legal Olu Idowu — Head of Legal Services 17/12/2019
Finance Simon Riley — Director of Financial Services 17/12/2019
Service Director(s) Simon Riley — Director of Financial Services 17/12/2019
Report sponsor Paul Simpson — Strategic Director of Corporate Resources 23/12/2019
Other(s) Ann Webster — Lead on Equality and Diversity 18/12/2019

Liz Moore 23/12/2019
Background papers: None

List of appendices:

Appendix 1 — Report considered by Council Cabinet on 13 November 2019
(Medium Term Financial Plan 2020/21 — 2022/23 — Update)

Appendix 2 — Budget Consultation Document

Appendix 3 — Summary of Business Cases and Equality Impact Assessments
Appendix 4 — Individual Savings Business Cases by directorate and reference
Appendix 5 — Individual Equality Impact Assessments by directorate and reference




Appendix 1

COUNCIL CABINET
13 November 2019

@7 Report sponsor: Paul Simpson, Strategic ITEM 15

Director of Corporate Resources and Deputy
Derby City Council CEO

Report author: Simon Riley, Director of
Financial Services

Medium Term Financial Plan 2020/21 - 2022/23 — Update

Purpose

1.1  This report outlines proposals for the Council’s new three year Medium Term
Financial Plan (MTFP) including detailed plans for a balanced budget for 2020/21.
It also sets out additional savings identified as part of our financial plans across the
next three years - 2020/21 to 2022/23 - and seeks approval to start appropriate
consultation to deliver these savings.

Recommendations

2.1 Tonote:
e The current medium term financial position as outlined in section 4.6 and detailed
in Appendix 1 including the balanced position for 2020/21

e The Directorate commentary, along with details of the proposed new savings and
pressures at Directorate level outlined from 4.8 to 4.10 with further detail at
Appendix 2

e The current list of savings options outlined in Appendix 2 with an estimated
reduction in posts by 48.23 full time equivalent (FTE) posts

e The current estimated service pressures outlined in Appendix 3
e The reserves position outlined in section 4.11 and Appendix 4
e The indicative capital programme as outlined in section 4.14 and Appendix 5

e Proposals to increase Council Tax by 3.99% for 2020/21 (including the 2% social
care precept) outlined in section 4.15

e The Change Derby programme focus areas outlined in Section 4.16.



2.2

To approve the start of appropriate consultation with citizens and other stakeholders,
including collective consultation if appropriate, to deliver these savings and the

preparation of equality impact assessments flowing from any decision to implement
some or all of these savings.



Reasons

3.1 To consult on budget proposals for the next three years to deliver a legal balanced
budget for 2020/21 and to align the planned budget with the strategic priorities
included in our Council Plan.

3.2  The Council is required to set a balanced revenue and capital budget for 2020/21 by
11" March 2020. This report proposes a balanced budget for 2020/21.

3.3  The Council, under the Prudential Code, established by the Local Government Act
2003, must demonstrate the affordability of our revenue budget for the next financial
year and two subsequent years, after taking into account our plans for capital
expenditure. The proposed Capital Programme meets these criteria.

3.4  To consult widely on the Budget proposals prior to the setting of the 2020/21 Budget
and Council Tax.

Supporting Information

4. Introduction

4.1 Key areas of the report are as follows:

I.  The current local government financial picture nationally outlined in section
4.2 and 4.3;

ii.  The current MTFP financial position outlined in section 4.6;

iii.  Directorate savings and pressures outlined in section 4.8 to 4.10;
iv.  Projected reserves and commitments outlined in Section 4.11

v. The proposed Capital Programme outlined in section 4.14;

vi.  Indicative Council Tax levels for 2020/21 outlined in Section 4.15
vii.  Change Derby Priorities outline in section 4.16
viii.  The proposed consultation process with the public and stakeholders

outlined in section 4.17.

There is an ambitious programme of change and investment to ensure that
resources are targeted at priority outcomes. Additional funding from Central
Government for 2020/21 has made a substantial contribution towards addressing
the short term cost pressures, although significant uncertainty remains beyond
2020/21. However, the Council can now plan for the future within a more stable
financial framework.

4.2 Context

421 Included within the MTFP are informed estimates of the local impact of the recent
Government funding announcements, which are due to be confirmed in the
provisional Local Government Finance Settlement. However, the date for this is
likely to be later than normal due to the recently announced Parliamentary
election and/or the Parliamentary timetable.






4.2.2

4.2.3

4.2.4

4.2.5

4.2.6

4.2.7

4.2.8

The MTFP has been refreshed to include updated projections in respect of cost
and demand pressures since the Council meeting in February. These include
demand for Children’s Social Care, waste pressures and the impact of national
and local changes in the cost of delivering services (e.g. Living Wage, pensions
etc.). These totalled more than £12m and have also been factored into the base
budget.

It includes further savings and income generation proposals to balance the
budget. These, combined with the previously approved savings for 2020/21 to
2022/23, total £8.827m over the next three years. Further efficiencies and income
generation opportunities are anticipated from the Change Derby programme over
the medium term, and these future savings will contribute to bridging the
remaining forecast gaps in 2021/22 and 2022/23.

The MTFP also includes an updated Capital Programme of £200.526m over the
next three years. The Capital Programme has been reviewed to rebalance
funding sources and to re-profile spend in line with updated delivery timetables.
Council funding has been assessed against the Prudential Code, which evaluates
sustainability, affordability and prudence of the proposals and the updated
revenue consequences of the programme are contained within the MTFP.

The Capital Programme proposals include additional resources of £9.2m over two
years for investment in the City’s highways infrastructure (the backlog investment
in Highways is currently estimated to be £22m).

The MTFP includes a proposal for consultation of a 3.99% increase in the City’s
share of the Council Tax for 2020/21. This incorporates a core increase of 1.99%
and a further 2% for the social care levy. This levy may be available for future
years but is not currently factored in for the second and third years of the MTFP.
As such, indicative Council Tax increases for 2021/22 and 2022/23 of 1.99% have
been forecast.

The cumulative MTFP proposals being consulted on (including those agreed by
Council in the February Budget Report) would result in an estimated headcount
reduction of 48.23 FTE. The proposed reduction in FTE includes deletion of some
vacant posts.

This draft MTFP, now proposed for consultation, addresses the major budget
pressures faced by the Council in recent years. MTFP also strengthens medium
term financial resilience through increases in reserves.

It is expected that the Change Derby Programme (detailed later in the report) will
deliver net cost reductions, with a continuing focus on designing services around
customers, maximising digital opportunities, securing efficiencies through lean
reviews and outcome based commissioning. Alongside this, a commercial ethos
will be further embedded to maximise income generation opportunities, enhance
capacity and control costs.

The proposals in respect of General Fund Services and the Capital Programme
are set out. Proposals on the Housing Revenue Account (HRA) and Dedicated



4.2.9

4.3.

4.3.1

4311

4.3.1.2

4.3.1.3

4314

Schools Grant (DSG) will be in separate Cabinet reports and subsequent approval
by Full Council at the end of February.

Following the consultation period, Cabinet will consider the responses and any
updates to the MTFP resulting from changes in Government funding (following the
Local Government Finance Settlement). Cabinet will then recommend a budget
to Full Council at the end of February. That report will incorporate the Chief
Finance Officer's (CFQO’s) Section 25 assessment on the robustness of the
estimates and adequacy of reserves.

The Current Local Government Financial Position - National & Local

National

The Chancellor outlined his budget for 2020/21 on 4 September 2019. The
announcements detailed a 4.3% real term increase for 2020/21 for Local
Government. The level of additional funding was surprising, but very welcome,
after many years of reduction, especially in respect of the additional funding and
Council Tax flexibility for social care. The Government announced that the
spending review delivered the largest real growth in day-to-day departmental
spending for 15 years. However, the additional funding helps to address future
years pressures but only rolls back approximately a quarter of the funding
reductions of the last decade.

The announcement set out departmental spending plans for 2020/21 to deliver on
national priorities of health, education and social care. There was also a renewed
emphasis on targeted grants that could skew future years’ allocations.

It was confirmed that this would be a one year settlement. With the intention for a
full multi-year spending review to follow in 2020. They also announced the
postponement of changes in the Local Government finance framework (fair
funding and business rate retention) to 2021/22 was also announced. These
changes are expected to result in major redistributions of council funding. Our
current assumptions are for a neutral position in respect of these changes, but our
strengthened reserves position should provide something of a short term safety
net to deal with any shocks.

The Chancellor announced an additional £1bn in 2020/21 for social care pressures
alongside the flexibility to increase Council Tax by an additional 2% via a Social Care
precept, which is nationally forecast to generate an additional £0.5bn. The
Government also committed to protect all social care grants from 2019/20 in addition
to this extra funding. Together, these help to meet the increased demand and costs
that the Council has recently experienced within children’s social care.

Whilst the additional funding promised for 2020/21 in the Spending Review is
welcome, figures from the Office for Budget Responsibility (OBR) indicate that any
available headroom within the Government’s financing is now allocated. As such, it
is unlikely there will be significant increases in Government funding in future years
where the focus is likely to be on redistribution between councils and a continued
focus on councils maximising their Council Tax increases.



4.3.2

4321

4.3.2.2

4.3.2.3

4.3.2.4

4.4

4.4.1

The Local Position

The Medium Term Financial Strategy (MTFS) is shaped by the national context and
the need to respond to increasing service demands from our local communities. Itis
also influenced by the desire to deliver ambitious improvements and investment
within the City and for our communities, to stimulate growth and inward investment
and build stronger and more empowered communities.

There have been significant increases in demand for Children’s Social Care
including a spike in demand (driven by several factors) during 2018/19. The majority
of upper tier councils have experienced similar trends. We are starting to see the
impact of our demand management activity; in Quarter 2 of 2019/20 the number of
looked after children has decreased and new foster carers are being recruited
(although others are standing down), reducing costs of expensive out of city
placements. The forecast increase in Government funding in 2020/21 and the
prioritisation of resources into this priority area allows this service to both be
adequately funded to meet current demand and to reconfigure preventative and
intervention services to ensure that the right outcomes for young people are
achieved.

The need to invest in the physical infrastructure of the City through regeneration and
our own assets is recognised. The draft MTFP proposed for consultation allows
continued investment in a significant capital investment programme to deliver these
changes and positive impact on Derby residents and businesses and to support
modern and efficient service delivery.

We, like many regional cities, have a relatively limited ability to raise resources
through local taxation when compared to other councils. This is because Council
Tax income is limited by the high proportion of low value dwellings, over 51 per cent
of which fall into band A, which is the lowest band. This has impacted in previous
years when permitted increases in Council Tax have not been enough to mitigate
decreases in core Government funding. The other impact of having a low tax base
is that it's imperative for councils to increase Council Tax by the maximum allowed
to secure the funding into the Council Tax base for future years.

The proposed 3.99% increase in Council Tax would result in over 85% of Derby City
tax payers paying less than £1 a week more in 2020/21 than last year for significant
investment in services and the capital programme with limited changes in service
levels. 39.8% of households within the lower bands also receive Council Tax
Support.

MTFP Update

There’s been a marked improvement of £11.275m since the MTFP was last
reported to Cabinet on 17" July 2019. This arises from the increased funding
announced in the Spending Review on 4" September and savings proposals to
deliver a balanced budget in 2020/21 and reduce the gaps for 2021/22 and
2022/23.
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4.4.2

4.4.3

4.4.4

The funding announcements were for 2020/21 only, but included significant
additional resources for children's and adult social care of £1 billion nationally and
the ability to apply an additional 2% social care levy on top of the 1.99% standard
Council Tax increase.

Included within the MTFP are informed estimates of the local impact of these
announcements, which are due to be confirmed in the provisional Local
Government Finance Settlement later this year. However, this date may be
changed due to the recently announced Parliamentary election and/or the
Parliamentary timetable.

Subsequently, major changes in local government funding are planned for 2021/22
(fair funding and business rate retention), which could materially impact on the
distribution of central government funding of local authorities. As such, these
funding forecasts within the MTFP for 2021/22 and 2022/23 should be viewed as
provisional.

The table below shows our forecasted MTFP position for 2020/21 to 2022/23
included within this report compared to that presented to Cabinet on 17th July 2019:

A= (s b Calaine Report 2020/21 2021/22 2022/23
£m £m £m
Net Budget Requirement 238.577 247.209 252.741
Total Resources Available (Funding) 238.577 244.357 249.858
Budget Gap 2.852 2.883
compared to the last MTFP forecast:
17" July Cabinet Report 20221/21 20;1;22 20§r2n/23
Net Budget Requirement 235.187 239.737 243.308
Total Resources Available (Funding) 224583 | 225.558 229.150
Budget Gap 10.604 14.179 14.158

Over the MTFP period, an additional £20.7m is being invested into services from
Government funding and maximising the flexibility to levy Council Tax at the
maximum permitted level. The net budget requirement increased from £243.3m to
£252.7m by the end of the three year MTFP forecast.

A residual budget gap of £2.852m remains at this stage of budget preparation in

2021/22 rising slightly in 2022/23. Additional savings, income generation and
demand management options are being reviewed as part of the Change Derby
Programme, which is expected to support the delivery of balanced budgets in the
remaining two years of the MTFP. These will be reported as appropriate and based
on robust and detailed business cases.

12



4.4.5

4.4.6

4.4.7

4.4.8

4.5

45.1

In preparing the MTFP a number of increased pressures contained within a current
£5.5m overspend reported at Quarter 2 of 2019/20 has been built into the base
budget The key pressure was in respect of additional children social care pressures
above those incorporated in the MTFP approved by Council in February 2019. In
addition, revised pressures in respect of waste, living wage costs, pension costs and
an updated position on the Collection Fund have been incorporated into the MTFP
forecast for 2020/21 onwards.

Cabinet is proposing an additional £3.014m of savings and income proposals for the
MTFP period on top of the £5.813m approved by Council in February 2019. This
summarised in the table below:

: 2020/21 2021/22 2022/23

Savings and Pressures
£m £m £m

Savings/Income Generation
MTFP Feb 2019 Council (3.719) (1.436) (0.658)
Current MTFP (4.793) (2.275) (1.759)
Difference (2.074) (0.839) (1.102)
Pressures
MTFP Feb 2019 Council 0.888 2.412 0.579
Current MTFP 13.035 5.404 3.554
Difference 12.147 2.992 2.975

The MTFP position has improved as a result of additional Government funding of an
additional £8.4m announced in the recent spending round and the option to increase
Council Tax by a further 2% social care levy for 2020/21, which will generate an
additional £2m.

The proposed budget reduces the use of reserves from £7.864m in 2019/20 to a
one-off call on reserves of £1.786m in 2020/21 and no expected call on reserves to
support bridging the MTFP gap in the following two years. This strengthens financial
resilience and sustainability for the future.

MTFP Forecast 2020/21 to 2022/23

The MTFP has been updated for the period 2020/21 to 2022/23 and incorporates
budget assumptions including pay and price inflation at 2% per year and Council Tax
increases of 3.99% in 2020/21 and initial forecast of 1.99% increase in the following
two years. The MTFP incorporates all the proposals detailed within this report and
has been refreshed for the revenue costs (including cost of borrowing) for the capital
investment programme of £200.526m detailed within the report.

The MTFP is summarised in the table below with a detailed breakdown at Appendix
1.

13



4.6

4.6.1

Current Medium Term Financial Plan 2020/21 - 2022/23 Position

The current cumulative MTFP position shows a £2.883m budget gap over the next
three years. It's expected that further savings and income generation proposals
flowing from the Change Derby Programme will bridge this through the MTFP period.

MTFP 2020/21 2021/22 2022/23
£m £m £m
Resources Available (Funding)
Core Government Funding 13.726 13.911 13.729
Business Rates Tax Base Reduction/Growth 62.641 63.894 65.172
Council Tax Base/Uplift Increases 102.114 105.470 108.854
Better Care Fund 23.160 23.332 23.506
Other Grants 19.387 18.476 19.323
Public Health 19.274 19.274 19.274
Collection Fund Deficit/(Surplus) (1.725) | i
Total Resources Available (Funding) 238.577 244.357 249.858
Net Opening Budget: 228.101 240.344 247.208
Pressures:
Inflationary pressures 4.001 3.735 3.738
|\E/|)S|E|S:t||:r>19 pressures as part of 2019/20 to 2022/23 0.888 2412 0.579
Proposed new pressures 12.147 2.992 2.975
Total Pressures 17.036 9.139 7.292
Existing savings as part of 2019/20 to 2022/23 MTFP (2.714) (1.356) (0.658)
Proposed new savings (2.079) (0.919) (1.101)
Total Savings (4.793) (2.275) (1.759)
rI\TIE)'[VIZumdegn(:t Requirement before reserves 240 344 247 208 252 741
Use of Reserves (1.767) | i
Net Budget Requirement 238.577 247.208 252.741
Current Budget Gap/(Surplus) - 2.852 2.883

The one-off use of reserves in 2020/21 funds a one off Collection Fund deficit and is
not supporting recurrent expenditure.
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4.7

4.7.1

4.8

48.1

4.8.2

Savings and Pressures

The MTFP for 2020/21 to 2022/23 needs to address some significant additional
pressures and build on the savings and income generation proposals agreed in
the MTFP approved by Council in February 2019. The table below outlines the
total savings and pressures in the current MTFP by Directorate:

Sevinge 2020/21 2021/22 2022/23 Total

£m £m £m £m
Peoples (1.596) (1.364) (0.764) (3.724)
Communities and Place (1.462) (0.333) (0.200) (1.995)
Corporate Resources (1.735) (0.578) (0.795) (3.108)
Total (4.793) (2.275) (2.759) (8.827)

2020/21 2021/22 2022/23 Total

Pressures

£m £m £m £m
Peoples 6.906 2.425 2.375 11.706
Communities and Place 3.327 0.941 *(1.069) 3.199
Corporate Resources 2.802 2.038 2.248 7.088
Total 13.035 5.404 3.554 21.993

*Includes removal of one off pressures

The Peoples Directorate - Revenue Savings Proposals and Pressures

The MTFP includes the following proposed savings and pressures for the Peoples

Directorate.

el 2020/21 2021/22 2022/23 Total
£m £m £m £m

Savings:

Adults & Public Health (0.600) (0.400) - (1.000)

Children’s (0.996) (0.964) (0.764) (2.724)

Total Savings (1.596) (1.364) (0.764) (3.724)

Pressures:

Adults & Public Health 1.830 1.400 1.400 4.630

Children’s 5.076 1.025 0.975 7.076

Total Pressures 6.906 2.425 2.375 11.706

This clearly demonstrates the impact of demand and other pressures within both
Children and Adult & Public Health services. The MTFP builds in growth for
demographic and demand pressures and factors in budget increases such as living
wage costs to support a sustainable market. Details of savings and pressures are
included in Appendices 2 and 3. Headlines include:

Adults & Public Health

e Provision for increased demand for Adult Services, £1.255m in 2020/21 and a
further £2m by 2022/23. This reflects increases in the adult population aged over
85 and the number of adults with severe or chronic learning and/or physical

15




4.8.3

disabilities supported by social care. It is expected that the success of Adult
Social Care in managing demand in recent years will mean that these relatively
small increases in the commissioning budget will be sufficient to meet new
demand and dependency pressures in this area.

e Funding £0.3m Livewell investment within the base budget
e Continuation of the enhanced winter pressures service within hospitals.

Children’s Services

e Additional £2.006m Children's Agency Placements - Looked After Children (LAC)
placements. There was significant growth in 2018/19 and the first quarter of
2019/20 in the number of LAC and Unaccompanied Asylum Seeker Children
(UASC). This now appears to have plateaued with encouraging signs that
demand can be managed within this increased budget envelope through the
intervention programmes in place

e Additional budget to meet a £0.750m increase in demand for home to school
transport for children with special educational needs and disabilities. This will be
subject to a review during the MTFP period

¢ Investment within social work teams including additional provision for agency
social workers to meet appropriate caseloads where necessary

e Substitute funding of £2.350m for council services (including early years) to
replace the signposted phasing out of funding from the DSG Central Services
Block

e Building capacity within the SEND service and inclusion in the budget going
forward capacity previously funded from the SEND reform grant that has now
ceased.

Transformational activity continues to help manage or stabilise demand and improve
outcomes for vulnerable adults and children within the City that require support. The
MTFP proposals build on the change programmes approved by Council in February
2019 including:

Adults & Public Health:

e Review of younger adults care packages - ¢ 300 adult care packages are to be
reviewed, which may benefit from adopting an asset based approach to meeting
eligible needs (£0.500m)

e Restructure and targeting of the Carelink service (£0.100m)
e A review of the commissioned model for extra care (£0.200m)

e A review of adult care packages to identify opportunities for a more asset based
model (£0.200m).

Children’s Services
e Social impact bonds - these are a different way of providing services since
payments are made on the basis of clear outcomes being achieved rather than

traditional methods of how the council funds or commissions services. Derby has
been working closely with Nottingham City and Nottinghamshire County Councils
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in developing a joint approach, with a clear focus on developing a social impact
bond approach for children in care and on the edge of coming into care — an area
that has one of the most significant impacts on council budgets. These
efficiencies will be delivered by reducing the cost of care (£1.024m)

e Remodelling of the service model for the provider of fostering and residential
provision for children in care. This programme is demonstrating real success in
securing foster placements within the City; providing increased stability for our
looked after children and reducing expensive out of City placements. Further
benefits are planned to accrue from the remodelling of residential provision
(£0.400m)

e Foster Care - recruitment of foster carers. Further savings from an increased rate
of recruitment and a reduction in the use of agency fostering placements
(£0.600m)

e Edge of care services and reconfiguration of the front door - reconfiguration of the
access and referrals into children's social care (£0.600m)

e Early Help - management restructure (£0.100m).

4.9 The Communities and Place Directorate - Revenue Savings Proposals and
Pressures
4.9.1 The proposed MTFP includes the following proposed savings and pressures for the
Communities and Place Directorate.
. 2020/21 2021/22 2022/23 Total
Communities and Place
£m £m £m £m
Savings (1.462) (0.333) (0.200) (1.995)
Pressures 3.327 0.941 *(1.069) 3.199

*Includes removal of one off pressures

4.9.2 The above table demonstrates continued implementation of change programmes
initiated in previous years and agreed at Council in February 2019. The Directorate
has also responded to a projected £2.2m increase in the cost of waste collection and
disposal.

4.9.3 There are external demand pressures and market led pressures especially in the area
of waste collection and disposal. Headlines also include:

e Museums management fee £0.250m
e Sovereign car park loss of income due to development of Castleward primary
school. £0.150m
e Enterprise for Education (E4E) on going funding £0.100m
e Concessionary fares £0.100m.
4.9.4  Transformation activity continues through the re-provisioning of services and the

targeting of services direct to communities. Service efficiencies are sought with
minimal impact on front line service delivery and adoption of a more commercial
approach. Most of these started in 2019/20 with continued benefits over the MTFP
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4.10

4.10.1

4.10.2

4.10.3

period. Headlines in respect of new proposed savings and income proposals include:
e Implementation of new staffing structures within Public Protection and Street
Pride (£0.204m)
e Parking efficiencies — introduction of more electronic means of parking
payments alongside additional enforcement (£0.211m)
e Library transformation programme (£0.047m)

e City growth and regeneration efficiencies and income generation (£0.078m).

The Corporates Resource Directorate and Corporate Budgets - Revenue
Savings Proposals and Pressures

The proposed MTFP includes the following proposed savings and pressures for the
Corporate Resources Directorate and Corporate Budgets:

2020/21 2021/22 2022/23 Total

Corporate Resources
£m £m £m £m

Savings:
Corporate Resources (0.750) (0.420) (0.045) (1.215)
Corporate (0.985) (0.158) (0.750) (1.893)
Total Savings (2.735) (0.578) (0.795) (3.108)
Pressures:
Corporate Resources 0.896 0.012 - 0.908
Corporate 1.906 2.026 2.248 6.18
Total Pressures 2.802 2.038 2.248 7.088

The table above demonstrates that the Corporate Resources Directorate continues to
make net efficiencies, building on significant net savings delivered in recent years.

The MTFP factors into the budget provision for the treasury management implications
of the revised capital programme, resulting from proposals for additional investment in
highways infrastructure and the substitution of borrowing instead of reserves in
respect of the A52 project in order to provide financial resilience in respect of our
reserves.

In February 2019, Council approved an ambitious capital programme to deliver
significant benefits to residents and businesses in Derby over the MTFP period. This
programme, along with new investment in highways and provision for additional
borrowing in future years linked to the emerging capital strategy, has been factored
into the MTFP.

The MTFP has also updated with the potential net impact of the tri-annual pension
review administered by Derbyshire County Council. Headlines include:

e Corporate revenue contingency budget - this is a corporate contingency budget to
hold for emerging in year pressures across the council of £1.279m

¢ Prudential borrowing linked to capital programme - treasury management flexibility
to fund emerging priorities for example highways maintenance £3.398m

e Estimated pensions increase following the triennial review £1.503m
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e Wider workforce participation - Team Derby (access to email) £0.139m

e Additional resource within Legal Services - This is an invest to save scheme to
reduce pressures to mitigate increased demand and to minimise externalising
legal support which is more expensive £0.072m.

4.10.4 This directorate continues to make significant savings on contract management

411

4111

4.11.2

4.11.3

arrangements; income generation; and improved management of its property estate.
Other savings will be delivered across the organisation through the Change Derby
Programme. Headlines include:

¢ Planned closure of Queens Leisure Centre upon opening of the new swimming
facility resulting in savings in property management costs (£0.225m)

e Contract efficiencies - multi-functional device reduction & cost/copy savings -
reduction in print management contract (£0.050m)

e Document Management Centre (DMC) reduction in postage costs (£0.100m)
¢ Annual leave purchase saving (All Directorates) (£0.150m)
¢ Bringing trade union facility time into line with our comparator councils (£0.040m)

e Change Derby — Layers and Levels, a review of senior management structures
informed by the application of organisational design principles is expected to
generate a reduction in senior management costs (£0.250m)

e Change Derby — development of a commercialisation approach and ethos to
maximise income, maximise capacity and to understand costs of service delivery.
Early opportunities in respect of property investment within the City are being
explored alongside review of street pride tradeable services (£0.250m).

Reserves

The MTFP reduces the £7.864m of reserves supporting the 2019/20 to a non-recurrent
draw down of reserves in 2020/21 of only £1.786m. This secures the Council’s
finances on a more sustainable basis over the MTFP period and beyond.

In preparing the MTFP, the previous plan to use significant reserves to support the
Capital Programme was reviewed as this would have resulted in the Council having, in
the view of the CFO, insufficient reserves to respond to unplanned spending pressures,
volatility of future changes in the funding framework and the ability to prudently use
reserves on a planned basis to transform services and to secure financial sustainability
in the future.

The MTFP has replaced £22.669m of reserve use supporting the Capital Programme
with prudential borrowing, the costs of which are factored into the revised MTFP. The
key project where this change applies is the A52 project, for which prudential borrowing
is the most applicable financing source.

The planned use of reserves is detailed in Appendix 4 and summarised in the table
below:

Estimated Opening Commitments Residual
Balance 31.03.20 £m Balances
£m £m
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411.4

4.12

4121

4.13

4.13.1

General Fund 10.993 - 10.993
Earmarked Reserves 77.178 (51.750) 25.428
School Balances 4.549 (4.549) -

However, it is important to note that through previous decisions and those contained
within this MTFP there are commitments to use reserves beyond the MTFP period.
This is illustrated in the diagram below:

Reserve Commitments

Current Reserves
1st April 2019 Commitments Remaining Reserves
£120.106m £83.685m £36.421

School Balances

£8.049m School Balances

£8.049m

General Fund

£10.933m Earmarked Revenue General Fund

Reserves £10.933m
£29.802m

Earmarked
Corporate Reserves Revenue Earmarked
Revenue Earmarked £7.391m Reserves
Reserves

£69.445m

Reserves Supporting £24.226m
the Capital
Programme
£8.026m Capital Reserves
£1.262m

PFl Reserves

PFl Reserves £27.716m

£27.716m .
Capital Reserves

£2.701m

Capital Reserves
£3.963m

The review of reserves is an integral part of a planned review of the balance sheet to
ensure that the combination of the MTFP, capital strategy and balance sheet are
aligned to ensure that investment is prioritised on priority outcomes on a sustainable
basis for future years.

The current forecasting is a £5.483m overspend at Quarter 2 in 2019/20. Management
action plans are being implemented to hopefully reduce this overspend between now
and year end. However, any residual overspend would be an additional commitment
on the reserves detailed above.

Revised Estimate

The current forecast overspend is £5.483m at the end of Quarter 2. The key
variances are a £6.6m overspend on children’s social care and a £1.117m
underspends on other services. The MTFP for 2020/21 to 2022/23 has built in the
children’s social care pressure into the base budget.

Impact on Workforce

The proposals contained in this report will potentially reduce the workforce by an
estimated 48.23 FTE posts if implemented. These are a combination of proposals
agreed by Council in February 2019 for 2020/21 onwards and new proposals
contained within this report and detailed in Appendix 2. The table below summarises
the proposed workforce reductions over the MTFP period:
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4.14

4141

4.14.2

4.14.3

. Agreed (Feb 2019) | New Proposals Total
Directorate FTE FTE ETE
Peoples - 2.00 2.00
Communities and Place 23.30 6.43 29.73
Corporate Resources 12.50 4.00 16.50
Total 35.80 12.43 48.23

These post reductions will be managed through the deletion of vacancies where
appropriate. Any redundancies will be carried out in line with the Council’s
consultation, restructuring and redundancy Policy. Compulsory redundancies will be
minimised, where possible.

Capital Programme

In February 2019, Council approved a Capital Programme for 2019/20 to 2022/23.
This represented a significant investment programme in key areas such as:

¢ Modernisation, renewal and replacement of key council buildings (e.g. Leisure,
Assembly Rooms)

e Economic Regeneration of the City Centre (e.g. Becketwell, One Cathedral Green)
¢ Investment in housing through the HRA and General Fund

¢ Investment into schools including provision of additional places

e Flood defence works

e Disabled Facility Grants.

During 2019/20, reviews of the current approved Capital schemes have been
prioritised to profile spend between financial years to match deliverability
assessments and to review the financing assumptions linked to individual schemes.

The key impact of this review was to slip 42% of the Capital Programme from 2019/20
to 2020/21 and beyond alongside an assessment of the use of reserves supporting
the Capital Programme to strengthen the Council’s financial resilience. This involved
replacing some of the planned application of reserves with prudential borrowing — the
financial implications of this have been factored into the MTFP.

The Cabinet is proposing a three year Capital programme totalling £200.526m for the
years 2020/21 to 2022/23 as set out in the tables below:

Summary Capital Expenditure Programme 2019/20 to 2021/22 — General Fund

2020/21 2021/22 2022/23
Programme Area Revised Original Original Total
£m £m £m £m
Expenditure
Schools 20.051 2.030 22.081

21



Housing General Fund 6.928 5.766 3.050 15.744
Property 27.294 19.544 0.037 46.875
Flood Defence 0.250 0.250 - 0.500
Highways & Transport 18.766 8.900 - 27.666
Vehicles Plant & Equipment 1.762 2.520 1.854 6.136
Regeneration 38.864 37.609 1.291 77.764
ICT 2.670 0.570 0.520 3.760
Total General Fund 116.585 77.189 6.752 200.526

Key proposed additions to the Capital Programme include:

e £9.2m new investment into Highways Infrastructure over two years. This responds
to the assessed backlog on the highways stock of £22m and will focus on
investment in the longevity of the highways stock and in priority areas

¢ Investment into ICT to help deliver the Digital Vision (Digital Workforce and Digital
by Default). This investment is expected to enable revenue efficiencies and
savings to support the MTFP. These potential savings are still to be factored into
the MTFP for future years.

The detailed Capital Programme proposals are detailed in Appendix 5.
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4.14.4 The programme is funded through £47.485m of external funding, £153.038m of council
resources (including borrowing). The revenue consequences of the Council funding are
included within the MTFP.

Summary Capital Funding 2020/21 to 2022/23

Revised Original Original Total
£m £m £m £m
Supported Capital
Expenditure Capital 18.643 1.517 0. 037 20.197
(SCE C)
Devolved SCE C Direct 0.300 0.300 i 0.600
to Schools
Government Grants 11.058 9.931 2.989 23.978
External contributions 1.624 0.300 0.235 2.159
Section 106 0.552 - - 0.552
Total External Funding 32.176 12.048 3.261 47.485
Funding Source 2020/21 2021/22 2022/23
9 Revised Original Original Total
£m £m £m £m
Funding Requirement
Funded By
Capital Receipts 10.386 13.077 1.238 24.701
Revenue Funding 2.820 3.166 - 5.986
Serviced Financed 16.156 19.241 2.024 37.421
Borrowing
Service Fmancgd Invest 3.023 ) ) 3023
to Save Borrowing
Potential Borrowing 52.024 29.657 0. 229 81.910
Total Internal Resources 84.409 65.141 3.491 153.041
Total Funding 116.585 77.189 6.752 200.526
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4.14.5

4.14.16

4.14.17

4.14.18

The Council has to remain agile in its capital investment programme to deliver our
capital ambitions and to secure external funding (where applicable) to help deliver
these ambitions. New schemes are assessed through the gateway process prior to
Cabinet approval. The following schemes are currently being assessed and if approved
(and financing in place) will be recommended for inclusion in the Capital Programme at
a future date:

Housing Infrastructure Fund (HIF) - South Derby Growth Zone

Housing Infrastructure Fund (HIF) - Boulton Moor

DE-Carbonise D2N2

Revised One Cathedral Green project

Castleward — School

Castleward land acquisition

e Further new build acquisitions for the HRA subject to the HRA Business plan
approval, including: Patterson Avenue, Oakland Avenue, Crompton Street and
Bosworth Avenue

e Investment in properties to support provision of services for vulnerable children

within the City.

Further schemes will require additions to the Capital Programme following submissions
through the gateway process via the Project Management Office and Cabinet approval.

A number of schemes have been identified for potential inclusion within future Capital
Programmes which are primarily funded from external funding but may require an
element of internal funding. These include:

e Future High Streets Fund - A programme of activity to transform Derby’s high street
e Heritage Action Zone — an Expression of Interest has been submitted for almost
£2m to rejuvenate the city’s historic high street.

Nuclear AMRC £15m

Osmaston main works site

Brook realignment

IPD iHub plot preparation.

To support bringing the schemes detailed in paragraph 4.14.15 and 4.14.16 to fruition
provision has been made within the proposed MTFP for ¢ £2m of prudential borrowing
by 2022/23 if required. This could support approximately £30m of new council-funded
capital Investment (not included within the Capital Programme detailed within this
report and detailed in Appendix 5) in the period to 2022/23.

A revised Capital Strategy is being developed to ensure that future capital investment
maximise the impact for the residents and businesses of Derby and redefine how
services are provided in the future. Creating the ‘headroom’ detailed above will assist
the Council in delivering this vision in the future.

Work will continue to build on the arrangements implemented in 2019/20 to strengthen
the planning, governance and delivery of major capital schemes.
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4.15

4.15.1

4.15.2

4.15.3

4.15.4

4.15.5

4.15.6

Council Tax

This report includes proposals to increase Council Tax for 2020/21 by the maximum
1.99% using the flexibility to levy an additional 2% Social Care Precept. This means
the headline Council Tax increase for 2020/21 will be 3.99%. The Government in its
definition of Core Spending Power for Local Government make the assumption that
councils will recommend the maximum increase to support service delivery. Indeed, the
levying of the 2% additional social care precept will generate an extra £2m Council Tax
income for 2020/21 which will be in the baseline funding levels for future years.

DCC is a low tax-base council where the majority of properties are in band A, B and C.
This, by implication, means that any increase in Council Tax will raise less additional
revenues than neighbouring higher tax-base authorities. It is vital therefore that DCC
maximises the opportunity to maximise its Council Tax base wherever possible.

DCC requires all Council Tax payers of working age to pay at least 30% of the Council
Tax before application of Council Tax Support. Council Tax support is provided to
17,396 properties out of the total number of properties of 110,826. The support is
targeted at those people in Band A and Band B properties.

Council Tax charged includes that levied by DCC alongside the preceptors (Police and
Fire and Rescue). Details from the other preceptors will be known in February 2020.
The impact of the proposed 4% increase is detailed in the table below:

% in Pr
Number rec(:)eipt zgi%io Zggglszid
Band i Coﬁ:mcil iy D((:airtby I?er:al;zle Ix\(l:?zzlge
Properties Tax C%_L;r)m(cil Counycil
Support Tax
£ £ £ £
Band A 56,798 24.86 | 944.71 982.40 37.69 0.72
Band B 21,422 9.57 | 1,102.17 1146.15 43.98 0.85
Band C 16,569 5.4 | 1,259.62 1309.88 50.26 0.97
Band D 8,555 2.77|1,417.07 1473.61 56.54 1.09
Band E 4,504 1.2211,731.97 1801.08 69.11 1.33
Band F 2,280 1.32 | 2,046.88 2128.55 81.67 1.57
Band G 647 1.24 ] 2,361.78 2456.02 94.24 1.81
Band H 51 0(2834.14 2947.22 113.08 2.17

The proposed 3.99% Council Tax increase for 2020/20 results in 85% of DCC Payers
not having to pay more than £1 a week more than they paid in 2019/20. The increase
will be mitigated for a number of properties in these bands (Band A, B and C) who are
in receipt of full or partial Council Tax support.

The proposed MTFP currently includes 1.99% increases in 2021/22 and 2022/23; This

is in line with current ‘capping’ limits and not assuming availability of any future Social
Care Precept.
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4.16

4.16.1

4.16.2

4.16.3

MTFP and Change Derby Programme

Nationally local government continues to face significant pressures brought about from
reduced levels of Government funding, whilst at the same time experiencing growing
demand for services, particular in the areas of children’s social care. Recent budget
rounds at Derby have created a sense of a ‘revolving door’ of focusing on balancing the
books with a heavy reliance on short-term measures and insufficient focus on ensuring
resources are targeted at priority outcomes, having the maximum impact and
transforming the way that services are delivered and building new relationships with
customers, residents and businesses. We also need to refocus on developing long
term plans within the Council and with partners to maximise the impact of the multi-
million pound budgets spent within the City.

During 2019/20 a Change Derby programme was established, building on the previous
Delivering Differently programme. This set out six themes, which over the medium
term, will transform the way services are provided and co-produced with residents,
businesses and partners. The Change Derby programme is supported by a series of
HR, organisational development and communication programmes to ensure
transformation to be modern and efficient, with empowered staff committed to making a
difference for Derby.

The Change Derby Programme and individual projects is still being developed. A
series of business cases will be drawn up for each theme identifying the resources
required, engagement with residents and businesses and the benefits to be delivered.
These will be managed through a robust governance process to ensure pace of
change and that the programme of initiatives remain agile to internal or external
influences, funding opportunities or changes in priority.
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4.16.4

Initial focus areas within each theme are detailed in the table below:

Change Derby Theme

Key Areas of Focus

Layers and Levels

Senior management structures

Adoption of organisational design principles
across the Councll

Efficient operations (business & financial admin,
helpdesks)

Rationalising front door access to services

Digital initiatives.

Demand Management

Social care commissioning initiatives

Reducing failure demand

Commissioning and re-providing services in the
City

Property rationalisation (incl. lifecycle costing)
Prioritising services to those most in need.

Commercialisation

Further embed a commercial ethos Identify &
exploit opportunities to trade existing and new
services

Property investment & housing development
Outcome reviews (e.g. leisure & culture)
Secure more value from external partnerships.

Commissioning and
Procurement

Strategic commissioning

Re-providing services in the City (e.g. LAC)
Aligning commissioning & category management
activity

Opportunities to work with other Partners/Councils
to deliver required outcomes.

Channel Shift and Digital

Digital Workforce Programme
Digital by Default Programme
Property rationalisation.

Reduced Bureaucracy

Evidence based decision making & business
cases.

Proportionate project management applied
consistently

Lean processes improving effectiveness and
identifying efficiencies

Standardised payment and income collection
processes.

These focus areas are not exclusive and will be informed by widespread engagement
within the Council, with Partners and in the community. It will be informed by what
other councils have implemented and new ways of providing services in these areas
and involve organisations such as APSE and SOCITIM to bring their expertise and
experience to ensure pace and robustness within the change programme.
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4.16.5

4.16.6

4.17

417.1

4.17.2

4.17.3

The Change Derby themes will be delivered from different starting points. For example
the digital strategy will put us amongst the leading councils in the country whilst Derby
starts others in respect of maximising commercial opportunities and securing
commercial income to support financial sustainability in light of many years of
reductions in Government funding. The commercialisation agenda could also bring
wider benefits to economic and housing regeneration of the City.

The MTFP includes provision for the Change Derby team and upfront investment
required for transformation in a number of themes, for example digital workforce.
cashable and non-cashable benefits will be identified, measured and captured as part
of the Change Derby programme. Cashable benefits when captured will be built into
future MTFP updates. Initial forecasts from outline business cases indicate that
cashable savings and/or income generation proposals which will be secured from the
Change Derby Programme in excess of the forecast MTFP budget gaps in 2021/22
and 2022/23.

The combination of a financially sustainable MTFP and the Change Derby programme
should allow a shift to a strategic, longer term approach to resource planning and
delivering the right outcomes for Derby residents and businesses. The MTFP supports
the delivery of improved outcomes and more efficient services from DCC and its
partners.

Further reports and business cases will be brought to Cabinet for approval as the
Change Derby programme develops and where investment may be required. These
will be factored into future MTFP updates.

MTFP Consultation

It is proposed that consultation will begin on 14th November and run until the 02nd
January 2020. This will give people the opportunity to provide feedback on the
proposals and this will be used to inform the final decisions at Council Cabinet.

The consultation will be open to anybody who lives, works or studies in Derby and
wants to take part. An online survey will be available on the website with paper
versions available at the Council House reception, at libraries and on request.

A consultation document setting out the budget proposals will be prepared and
published on the day the consultation opens.

Public/stakeholder engagement

5.1

The MTFP process has been through officer, councillor and Cabinet engagement. This
report outlines all the approved proposals to date (including those approved at
February Council), plus those new proposals requiring approval and consultation. The
final budget setting report is due to go to 12 February Cabinet for final approval and
subsequent recommendation to Budget Council at the end of February 2020.

Other options

6.1

The Council is required to set a balanced revenue and capital budget for 2020/21 by
11™ March 2020.
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Financial and Value for Money

7.1

The financial and value for money implications are outlined in detail within the report.

Legal implications

8.1

8.2

8.3

The report demonstrates that the Council is taking appropriate action to meet its
statutory requirement to deliver a balanced budget. What has also become clear
during the recessionary period of the past decade is that the public and other
stakeholders are becoming more aware of the impact of successive budget cuts. The
need to consult before any final decisions are made that translate into a service
delivery change is acknowledged within the report. Equally important is the need to
ensure that the Council complies with the public sector equality duty and undertakes an
assessment of the impact of the savings proposals that may be agreed across all
impacted sectors prior to a final budget decision being made.

It is important to ensure that where changes to public services are proposed
particularly in relation to welfare provision, whether that is in the manner of provision or
as a result of the need to accommodate budget reductions, consultation with relevant
stakeholders is undertaken and its outcome and implications are considered prior to a
final decision being made.

Equally important is the need to demonstrate compliance with the public sector equality
duty by undertaking an equality impact assessment and for its outcome and
implications to be considered. The report identifies proposals which, if approved, will
affect children, older adults and persons with disabilities, all of which groups are
statutorily protected equality strands under the Equality Act 2010.

Other significant implications

9.1

9.2

9.3

9.4

Personnel

Subject to the approval of the recommendations, any proposal which may affect staff if
implemented in 2020/21 would be subject to appropriate consultation with staff and
trade unions. The proposals, if implemented, could result in redundancies, and the
staff and trade union consultation will be carried out in line with the Council's
consultation, restructuring and redundancy policy.

Equalities Impact
