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Dear Member
DERBYSHIRE FIRE & RESCUE AUTHORITY– 14 FEBRUARY 2019
Please attend the Meeting of Derbyshire Fire & Rescue Authority to be held on Thursday 14
February 2019 at 1030 hours at the Joint Training Centre, Fire & Rescue Service
Headquarters, Butterley Hall, Ripley, Derbyshire, DE5 3RS. Party Political Group pre-meetings
will commence from 0930 hours onwards and a room for this will be allocated by the Committee
Clerk on the day. The agenda is set out below.
Yours sincerely

Terry McDermott
Chief Fire Officer/Chief Executive

PART 1 – OPEN ITEMS
1.

Public Question Time

2.

Apologies

3.

Declarations of Interest

4.

To confirm the Minutes of Derbyshire Fire & Rescue Authority Meeting held on
6 December 2018

Reports for Decision:
5.

Revenue Budget Monitoring 2018/19 (to November 2018) – Director of
Finance/Treasurer, Simon Allsop

email: reception@derbys-fire.gov.uk
www.derbys-fire.gov.uk
Chief Fire Officer / Chief Executive
Terry McDermott MA

6.

Capital Monitoring 2018/19, Capital Programme 2019/20 – 2022/23 and Prudential
Code Report & Treasury Management Strategy – Director of Finance/Treasurer, Simon
Allsop

7.

Revenue Budget 2019/20 and the Medium Term Financial Plan for 2019/20 to 2022/23
- Director of Finance/Treasurer, Simon Allsop

Please note reports for information will no longer be provided in hard copy format; these
reports will only be contained in the electronic version emailed to Members. The Chair will
continue to table these reports for discussion and offer the opportunity to raise questions; at
this point the reports will also be displayed on the screen.
Reports for Information:
8.

Verbal Update of Chief Fire Officer/Chief Executive

PART 2 – EXEMPT ITEMS
The Authority is asked to consider in respect of the following items whether the public should
be excluded from the meeting to avoid disclosure of information that is exempt for the reasons
set out in the minutes and reports at item 9.
9.

To confirm the Exempt Minutes of the Fire & Rescue Authority Meeting held on 6
December 2018
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ITEM 4
MINUTES of the DERBYSHIRE FIRE & RESCUE AUTHORITY Meeting held at the
Joint Training Centre, Fire & Rescue Service Headquarters, Butterley Hall, Ripley,
Derbyshire commencing at 1030 hours on 6 December 2018.
Present:
Councillors: K Buttery, R Skelton, L Chilton, J Patten, E Williams, P Smith, N Atkin,
S Bull, G Musson, J Perkins, D Froggatt, B Ridgway, S Burfoot
Co-opted Member: K Gillott (Deputy Police & Crime Commissioner)
Officers in Attendance:
L Taylor
S Allsop
T McDermott
L Slade

Solicitor/Monitoring Officer
Director of Finance/Treasurer
Chief Fire Officer/Chief Executive
Committee Clerk

86/18
PUBLIC QUESTION TIME
86.1

Three questions had been received from Mr Chris Tapp, Derbyshire Fire
Brigades Union (FBU) Secretary. His first question was asked as follows:
Will the Chair ensure that DFRS departments such as health and safety,
procurement and property all work collectively with the Fire Brigades Union
representatives on the issue of contaminants in the fire service,
decontamination in our service and what can be done now and in the future to
ensure that not only our existing stations, but in particular our new station
builds are equipped with all that is needed to protect the health and wellbeing
of firefighters whilst serving in our line of work but also to support them in the
future as they retire or move on from our industry?

86.2

The Chair thanked Mr Tapp for his question and gave the following response:
I am informed that the issue of contaminants in the fire service is a regular
agenda item for the Health & Safety Committee and at regional NFCC
meetings, which I welcome due to its level of importance.
Therefore, I do expect the Fire Service’s Health and Safety team,
procurement team and property team to continue to work collectively with
FBU representatives, to share ideas and best practice, with regards to
contamination, as well as other subjects regarding fire fighter safety.
I believe the design of the Joint Training Centre provides for clean and dirty
areas. In addition, students’ contaminated fire kit can now be sent for
laundering straight from the site, rather than this having to be transported
back to station.
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The new Station being built at Swadlincote has a dedicated dirty area where
the sluice room, muster bay, BA room and drying room are all off the
appliance bay and sealed off from the station via a door into the clean side.
There will also be extractor fans in the appliance bay to remove fumes.
Due to our investment, our Euro 5 engines are better in terms of particulates.
And our new fire appliances being Euro 5/6 engines are also more
environmentally friendly, therefore the risk of contaminants from exhaust
fumes should be greatly reduced.
I think we all recognise the importance of learning from past experience.
Whether it is via conversion or refurbishment of current buildings or building of
new stations. Plus Maintaining safe and clean practices, where everyone
works together to reduce the risk of contamination.
I acknowledge there is always more we can learn and do as a service. But the
fact we are here talking about what we have achieved so far, and that we are
happy to all work together, shows we are going in the right direction.
86.3

The second question from Mr Tapp was asked as follows:
Can the Chair give any information or reassurance about what Derbyshire
Fire and Rescue Authority have done or are doing to plan for the outcome of
the recent age discrimination case that the Fire Brigades Union has taken to
the High Court and appeal process in the event of this Government being
found guilty of discrimination against firefighters solely due to their age?

86.4 The Chair gave the following response:
As a Fire Authority, we are acutely aware of the different and varying
challenges we face in trying to address and plan for the unexpected. The
Chief and his Senior Leadership Team regularly highlight this to members.
As a consequence, we maintain a strategic reserve to deal with any one-off
costs or pressures. This gives us time to decide how we are going to deal with
the ongoing impact. I believe that the Judgment is due in February 2019 and
we will consider this as and when the findings are announced.
86.5

The third question from Mr Tapp was asked as follows:
With Christmas on the horizon, as many of us will be enjoying Christmas
dinner and the associated enjoyment of time with family and friends, will the
Chair send a personal message or token of thanks and appreciation to
firefighters that will miss out on this opportunity whilst they remain on duty
throughout the festive period, but in particular over Christmas and Boxing day
and night?
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86.6

The Chair gave the following response:
Christmas is very much a time of celebration and family get together.
I think we all recognise, for many people, especially those working in
Emergency Services, it is just another working day in providing a service,
protection and re-assurance to our communities.
I appreciate Christmas Day and Boxing Day is significantly poignant. And
anyone working that day, or is on call to do so, has our heartfelt thanks.
I am more than happy to express my personal gratitude for the contribution
made by firefighters that will miss out on the opportunity whilst they remain on
duty throughout the festive period.
I am sure that my colleagues will also join me in thanking all staff for their
dedication, professionalism, commitment and hard work they have displayed
throughout this year.
I certainly wish them all a very Merry Christmas, as well as health and
happiness throughout 2019.

87/18
APOLOGIES
87.1

Apologies were noted from Cllrs C Moesby, M Rawson, S Marshall-Clarke
and Police and Crime Commissioner, H Dhindsa

88/18
DECLARATIONS OF INTEREST
88.1

None.

89/18
TO CONFIRM THE MINUTES OF DERBYSHIRE FIRE & RESCUE AUTHORITY
MEETING HELD ON 27 SEPTEMBER 2018
89.1

Members confirmed the minutes as a correct record to be signed by the Chair.
Recorded votes:

Unanimous
Cllr Atkin proposed, Cllr Bull seconded

90/18
TO CONFIRM THE MINUTES OF THE STANDARDS COMMITTEE MEETING
HELD ON 27 SEPTEMBER 2018
90.1

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Bull proposed, Cllr Atkin seconded
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91/18
TO CONFIRM THE MINUTES OF THE INCLUSION & EQUALITY FORUM HELD
ON 16 OCTOBER 2018
91.1

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Patten proposed, Cllr Perkins seconded

92/18
TO CONFIRM THE MINUTES OF THE GOVERNANCE & PERFORMANCE
WORKING GROUP HELD ON 10 SEPTEMBER 2018
92.1

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Williams proposed, Cllr Bull seconded

93/18
TO CONFIRM THE MINUTES OF THE GOVERNANCE & PERFORMANCE
WORKING GROUP HELD ON 12 NOVEMBER 2018
93.1

Members confirmed the minutes as a correct record.
Recorded votes:

Unanimous
Cllr Williams proposed, Cllr Chilton seconded

REPORTS FOR DECISION
94/18
REVENUE BUDGET MONITORING 2018/19 (APRIL 2018 TO SEPTEMBER 2018)
94.1

Members were presented with the Revenue Budget Monitoring as at 30
September 2018, to outline progress on the IRMP target savings and to report
on the forecast level of Reserves.

94.2

Members noted the anticipated income delivery in the region of £0.2m in
relation to the Moorland Fire.

94.3

In relation to the agency budget overspend, Members were informed that the
Service is looking to apply fixed term contracts to some ICT contractor roles.

94.4

Members noted a closing balance on reserves in the region of £7.2m is
anticipated. The General Fund Reserve has been reduced to £1.9m due to
£0.6m being transferred to the Strategic Risk Reserve. This is to account for
any uncertainties throughout the year.

94.5

The Treasurer explained that recent communication regarding the Derbyshire
Business Rates pool confirms that 100% pilots which were agreed in
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December last year will be invited to apply to become 75% business rates
retention pilot in 2019/2020.
94.6

A Conservative Member asked how the retirement profile is forecast in line
with pension changes. The Chief Fire Officer explained that the average
salary pension scheme will be in force after 2019 but it is unknown if the
turnover will increase. Establishment planning takes place on a regular basis
and recruitment courses are being run more frequently than in previous years.

Resolution:
94.7

Members noted the favourable Revenue Budget Monitoring and Forecast
Outturn position as at 30 September 2018, being a managed underspend of
£0.64m as set out in Appendices 1 and 2.

94.8

Members noted the significant progress in relation to the targeted 2018/2019
savings to be delivered through the IRMP Programme, as set out in Appendix
3.

94.9

Members approved the new balance of the General Fund Reserve, being
£1.9m. This includes a transfer of £0.6m to the Strategic Risk Reserve and is
in accordance with the advice of the Director of Finance/Treasurer and
recommended best practice.

94.10 Members noted the overall position on Reserves and the projected 2018/2019
Closing Balance as illustrated in Appendix 4.
Recorded votes:

Unanimous
Cllr Buttery proposed, Cllr Bull seconded

95/18
CAPITAL MONITORING AND PRUDENTIAL UPDATE 2018/19
95.1

Members were presented with the capital monitoring position as at 30
September 2018 and were provided with an update on borrowing and lending
positions and the Prudential Indicators as required under the Prudential Code.

95.2

Members noted the total expenditure to date of £1.163m which represents
21% of the total year budget of £5.617m.

95.3

The Treasurer explained that the ICT Strategy continues to be reviewed.
Approval is requested for a new £62.5k Virtual Desktop Infrastructure
Configuration scheme, funded from the ICT Strategy. This scheme will
provide resilience for the network and enable additional desktop PCs to be
provides across fire stations.

95.4

The Treasurer also confirmed that the replacement Aerial Ladder Platform
special appliance scheme is to be removed from the programme, following the
Fire Authority’s decision at the September meeting to reduce the fleet level in
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line with the risks within the county. The £750k funding will be used to finance
the 2019/20 capital programme.
95.5

In response to a question regarding the Emergency Services Network
financial implications, the Treasurer responded to confirm that funding has
covered costs so far and an earmarked reserve is available if required.

Resolution:
95.6

Members noted the capital monitoring position and approved the revised
2018/19 Capital Programme totalling £5.617m.

95.7

Members approved slippage on the Capital Programme of £1.440m which
represents delays in the commencement of schemes.

95.8

Members approved the removal of £1.038 which represents schemes no
longer required in the Capital Programme.

95.9

Members approved the additional £7k which represents new schemes or
amendments to existing schemes in the Capital Programme.

95.10 Members noted the updated Treasury Management position.
Recorded votes:

Unanimous
Cllr Buttery proposed, Cllr Patten seconded

96/18
MEDIUM TERM FINANCIAL STRATEGY 2019/2023
96.1

The Treasurer outlined the financial strategy for the next four years (20192023) to set the scene and support the forthcoming budget reports to be
presented as part of the 2019/2020 budget setting process.

96.2

A Labour Member raised concern regarding business rate retention and the
relocation of business over boarder. The Treasurer informed Members that
business rates is discussed regularly at the Derbyshire Finance Officers
meetings and scenario planning takes place.

96.3

In response to a query regarding what evidence has been collected to support
the match funding for sprinklers, the Chief Fire Officer informed Members of a
current national study looking at incidents involving deaths and injuries where
a sprinkler system was present. Evidence suggests there is a reduction
where sprinklers are fitted. The Chief Fire Officer confirmed that schools are
being considered in parliamentary talks.
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Resolution:
96.4

Members approved the Medium Term Financial Strategy for 2019/2023.
Recorded votes:

Unanimous
Cllr Buttery proposed, Cllr Skelton seconded

97/18
ESTABLISHMENT CHANGES
97.1

Members were presented with a report requesting approval to permanently
reduce the establishment in the Wholetime Duty System and to the Strategic
Leadership Team following the implementation of planned changes.

97.2

Members noted that 10 Wholetime posts are to be reduced following the
changes to the duty system at Matlock and Glossop Fire Stations which have
been achieved without any compulsory moves of station personnel. The
alternative duty system will go live on 1 January 2019.

97.3

The Deputy Chief Fire Officer also informed Members of the recharge
arrangement to commission asset management services back for Fire and
Rescue related matters following the agreement to move to a Joint Head of
Strategic Assets Police & Fire. It is proposed to delete the post from the
establishment resulting in an ongoing salary saving of £64.5k per annum
excluding on costs.

97.4

In response to a query from a Conservative Member about how the project
was managed without any compulsory moves, the Deputy Chief Fire Officer
confirmed this was achieved through close engagement with employees and
consultation and negotiation with the Fire Brigades Union.

97.5

The Chair wished to place on record his thanks to Chris Tapp, Secretary of
the Fire Brigades Union for his involvement in the project.

Resolution:
97.6

Members approved an establishment reduction of 10 Wholetime posts
following changes to the duty system at Matlock and Glossop Fire Stations.

97.7

Members approved a permanent reduction in the Strategic Leadership Team
establishment by removing the post of Area Manager Corporate Services.
Recorded votes:

Unanimous
Cllr Atkin proposed, Cllr Patten seconded
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98/18
INTEGRATED RISK MANGEMENT PLAN 2017/21 YEAR 3 PROGRAMME OF
WORK
98.1

Members were presented with the programme of projects to deliver on Year 3
of the Integrated Risk Management Plan (IRMP) 2017/21.

98.2

The Chief Fire Officer highlighted some of the projects which included a full
Emergency Risk Review, exploring the use of On Call firefighters as
Community Safety Officers using underspend from the On Call budget and
implementation of the requirements of the HMICFRS Framework.

Resolution:
98.3

Members approved the new programme of work for Year 3 of the IRMP.
Recorded votes:

Unanimous
Cllr Buttery proposed, Cllr Bull seconded

99/18
STANDING ORDERS AND SCHEME OF DELEGATION
99.1

Members were informed of the proposed updates to the Standing Orders which had been reviewed by the Standards Committee - and outcome of the
review of the Scheme of Delegation.

99.2

Members noted the recommended amendments to the Standing Orders in
relation to public questions, data protection, exclusion from meetings and
filming or audio-recording meetings open to the public, including use of social
media.

99.3

Members agreed to amend the start time of Meetings of the Authority to 1030
hours. The start time of group meetings and any sub-committees will be at
the discretion of each Chair.

Resolution:
99.4

Members approved the minor changes to the Standing Orders.
Recorded votes:
Unanimous
Cllr Chilton proposed, Cllr Ridgway seconded

REPORTS FOR INFORMATION
100/18
VERBAL UPDATE OF CHIEF FIRE OFFICER/CHIEF EXEUTIVE
100.1 The Chief Fire Officer updated Members on key meetings and events as well
as incidents of note that had taken place since the last meeting.
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100.2 Members noted that debriefs are undertaken following incidents and
employees are signposted to support services where required. Critical
incident debriefs are undertaken a set period of time following the incident.
Mental health awareness sessions are run across the Service and there are
now 17 MIND ‘Blue Light’ Champions.
101/18
EMERGENCY SERVICES NETWORK INCREMENTAL STRATEGY
101.1 Members noted the contents of the strategy.
102/18
DERBYSHIRE POLICE & FIRE JOINT OPEN DAY
102.1 Members noted the contents of the report.
Reports moved:

Unanimous
Cllr Buttery proposed, Cllr Atkin seconded
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ITEM 5
OPEN

DECISION

DERBYSHIRE FIRE & RESCUE AUTHORITY
14 FEBRUARY 2019
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE AND
DIRECTOR OF FINANCE/TREASURER
REVENUE BUDGET MONITORING 2018/2019 (TO NOVEMBER 2018)

1.

Purpose of Report

1.1 To present the Revenue Budget Monitoring as at 30th November 2018, to outline
progress on the IRMP target savings, and to report on the forecast level of
Reserves.
2.

Recommendations

2.1 That Members note the favourable Revenue Budget Monitoring and Forecast
Outturn position as at 30th November 2018, being a managed underspend of
£0.6m which reduces the contribution required from reserves (£0.8m), as set out
in Appendices 1 and 2.
2.2 That Members note the significant progress in relation to the targeted 2018/2019
savings to be delivered through the IRMP Programme, as set out in Appendix 3.
2.3 That Members note the overall position on Reserves, including the budgeted
contribution from reserves of £0.8m and the projected 2018/2019 Closing
Balance as illustrated in Appendix 4.
3.

Information and Analysis

3.1 Appendix 1 summarises the Revenue Budget Monitoring as at 30th November
2018, being a projected managed underspend of £0.62m, and comprises:


Original Budget, (as approved by Members in February 2018);



Updated Budget (being the Original Budget updated for budget virements as
approved by Members), and;



Forecast Outturn and Variance.

3.2 Members were advised of a £0.64m projected revenue budget underspend at
December Fire Authority.
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Budget Virements Previously Applied
3.3 Following the introduction of the Business Rates Retention Scheme in April 2013,
the district, borough, and city councils are required to take account of both
Council Tax and Business Rates collected in determining the Collection Fund
surplus / deficit. At the time of setting the 2018/2019 budget these determinations
were outstanding, and the budget presented to Members assumed neither a
surplus nor a deficit.
3.4 The net position upon receipt of all NNDR1 returns was a Business Rates
Collection Fund deficit of £132,070 (£32,870 2017/2018), representing a
reduction in 2018/2019 funding. This increases the contribution required from the
Strategic Risk Reserve to balance the 2018/2019 budget.
3.5 As final Section 31 grants have been confirmed and the position on Business
Rates Pilot income has been updated, the National Non Domestic Rates income
budget has been reduced by £313,660 to £14.098m. A contribution from the
Strategic Risk Reserve has been applied to mitigate against this shortfall in
income. Though the Derbyshire Business Rates Pilot arrangements income is
lower than anticipated in the 2018/2019 Original Budget workings, it is still around
£737,000 higher than the Authority’s Settlement Funding Assessment, offsetting
some of the increased collection fund deficit. This has been applied in line with
the original proposals in the bid document.
3.6 A carry forward request for Fleet Modifications amounting to £11,000 was also
approved.
3.7 Members are reminded of the need to balance the 2018/2019 budget through
Reserves, with a contribution from the Strategic Risk Reserve of £357,150 being
applied when the Original Budget was set. The net effect of the above brings the
total contribution required to balance the 2018/2019 budget from the Strategic
Risk Reserve to £809,580.
3.8 Revenue Budget underspends provide a contribution towards the Strategic Risk
Reserve which will help offset against the amount required from this reserve to
balance the 2018/2019 Budget. Savings arising through the changes in duty
systems at Matlock and Glossop Fire Stations will contribute towards the forecast
deficit in year 2022/2023 with further reviews being considered by the Authority.
A full budget report for the period 2019/2020 to 2022/2023 is included for
approval as a separate item on this agenda. Members are also referred to the
Medium Term Financial Strategy 2019/2020 to 2022/2023, which was approved
at the meeting in December
3.9 Underspends reported in Appendix 1 reflect the vacancies held until the new
wholetime firefighters were recruited, in line with the Medium Term Financial
Strategy 2019/2020 to 2022/2023. Had the Authority not taken decisive steps to
address funding reductions in a positive and timely manner, then the Service
would be looking at an overspend in the region of £8.5m in the current financial
year, and its level of financial reserves would be much reduced.
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‘Fit to Respond’ Programme 2015/2016 onwards and IRMP Programme Planned Budget Savings 2018/2019 Onwards
3.10 Through the IRMP Programme, the Service is targeting savings in the region of
£1.5m over the period 2018/2019 to 2021/2022. This takes account of savings of
£0.15m which were identified for 2018/2019 through the budgeting exercise, as
illustrated in Appendix 3, as endorsed through the IRMP 2017/18 to 2020/21.
More detail of these savings, as reported previously, is outlined below:
3.11 Employee Budget savings of £35,000 are in relation to the support
establishment and consist of the full year effect of the Deputy Chief Executive
post (support staff savings of £200,000 were secured in 2017/2018 in the areas
of Principal Officers, Catering and Property).
3.12 Premises Related – savings of some £71,000 ongoing relate directly to the
Littleover site, and have been generated through the collaborative workings on
the Joint HQ. Savings are in the areas of Rates, Energy Costs, Water, and
Cleaning and Domestic Services.
3.13 Leasing Budget, External Interest and Minimum Revenue Provision budget
savings of £30,000 in 2018/2019 rise to £192,000 over the period of the MTFP.
This reduction in borrowing costs reflects decisions around the outright purchase
of Service vehicles in the Capital Programme.
3.14 Premises Rental – additional income in the region of £20,000 will be generated
through partnership workings, predominantly with EMAS at the moment.
3.15 The targeted ongoing budget savings, as shown across the IRMP Development
themes for 2018/2019, are detailed in Appendix 3.
One-off Budget Reductions
3.16 Other one-off savings were required to present Members with a balanced budget
in 2018/2019.
3.17 Assumptions around a Wholetime Duty System - Vacancy Management in
2018/2019 realise a one off budget saving of £240,000. This is a one-off savings
item and is considered to be prudent in light of wholetime firefighter salary budget
underspends at 2017/2018 outturn and in the current financial year. Assumptions
take account of the retirement profile and future plans for wholetime firefighter
recruitment. Members should note the approach to operational pay budgets in
the Medium Term Financial Plan 2018/2019 to 2021/2022, and in particular the
potential impact of the 2017/2018 (and future years) pay award on the Authority’s
medium term financial position.
3.18 Members should also refer to the Revenue Budget 2019/2020 and the Medium
Term Financial Plan for 2019/2020 to 2022/2023 which is included as a separate
item in this Agenda.

Page 3 of 10

ITEM 5

Revenue
3.19 Direct Employee Expenses – a managed underspend of £0.4m reflects the
level of vacancies experienced to date, specifically the vacant firefighter posts
prior to recruitment. A new tranche of 12 trainee firefighters are expected to
commence training in February 2019. Year to date expenditure and forecast
provides for a 2% pay award for Support staff for a full year. The Operational,
Control and On Call staffing budget forecast is based on a 2% pay award
(effective July 2018) in accordance with the latest communication (July 2018)
from the National Joint Council to the Fire Brigades Union. The Budget was
based on a 2% award for all staff.
3.20 In light of ongoing pay award negotiations, the Service established a provision of
£120,000 to meet the cost of a further 1% operational staff pay award, as part of
its 2017/2018 closure of accounts, which was reported to Members in June 2018.
This additional cost was not built into the employers pay offer during 2018/2019.
Accordingly this provision will be reviewed as part of the 2018/2019 closure of
accounts in line with required practise, and any impact would be communicated
as part of the year end report.
3.21 Vacancies experienced to date are illustrated in the graph below (26.65 FTE
vacancies in total at December 2018), being wholetime operational staff currently
at 18 FTE and On Call staff 14.78 FTE (or 1242 hrs per week) under
establishment. This is offset by some overestablishment posts in and support.
The budgeted number of posts for 2018/2019 differs to the current Establishment
due to decisions made by the Workforce Planning Group, permitted as per the
Scheme of Delegation, since the budget was set.
ACTUAL FTES VS ESTABLISHMENT FTES 2018/2019
800.00

780.00
F 760.00
T
E
s 740.00

Establishment FTEs
Actual FTEs
Total Budgeted FTEs

720.00

700.00

3.22 Admin, Professional, Technical and Clerical – a forecast overspend of
£153,000 takes account of all known starters and leavers. A small Agency
overspend of £24,000 is forecast and contained within this figure (£228,000
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Agency overspend 2017/2018) and there is a forecast overspend of £45,000 for
overtime. There are a number of unbudgeted posts for which income will be
recovered throughout the year e.g. from Derbyshire Police, and through Grant
Income (ESN).
3.23 Wholetime Operational Pay – a forecast underspend of £619,000 reflects
known leavers and expected retirements until March 2019, and the vacancies
prior to wholetime recruitment. Members are reminded of a one-off Managed
Vacancy of £240,000 approved as part of the 2018/2019 budget setting process,
and of the position regarding on going pay award negotiations. Underspends of
£0.8m on this budget heading were reported to Members at outturn 2017/2018.
3.24 Control Staff Pay – forecast overspends are due to cover for maternity and long
term absences, with Control currently being 4 over establishment.
3.25 On Call Pay – a forecast underspend of £30,700 is due to the level of vacancies
which is reflected in all elements of On Call pay including Retaining Fees, Drills
and Training, and Disturbance Allowance. A group of trainee On Call firefighters
commenced their initial training during January, and anticipated costs of their
initial training has been included in the forecast. Whilst the number of on call
firefighters remains below the establishment, the cost of the Moorland Fire major
incident during summer 2018 has impacted on the size of the underspend. This
additional cost is partly offset by the expected income anticipated as part of the
Bellwin Scheme as referenced in paragraph 3.38. The On Call pay budget is
partly demand led, and impacted by the number of incidents which occur
throughout the year.
3.26 Repairs, Alterations and Maintenance of Buildings – a forecast overspend of
£27,000 for repairs and maintenance of the Fire House at the Joint Training
Centre is being closely monitored, and if necessary will be funded from a transfer
from the BA Training House R&M earmarked reserve at outturn 2018/2019. A
corresponding variance shows against Contribution to / from Earmarked
Reserves in appendix 1, as outlined below.
3.27 Energy Costs – a forecast underspend of £34,000 is estimated at this stage of
the year. However, this will depend on the severity of the weather over the winter
months which is when the majority of costs are incurred.
3.28 Rents and Service Charges - costs of £330,000 relate to DFRS share of the
premises running costs for the Joint Headquarters and Training Centre covering
items such as utility costs, cleaning, repairs and non-domestic rates. These
costs have previously been absorbed into LLP net costs resulting in a lesser
profit redistributed to both fire and police at year end. For transparency the impact
of these costs are now being shown in year which will result in an increased profit
being redistributed to both organisations
3.29 Rates – A one off underspend of £40,000 which is mainly due to the reduced
rates paid for the temporary Fire Station at Swadlincote. Further savings will be
delivered upon the sale of the old Headquarters where rates of £60,000 continue
to be paid.
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3.30 Grounds Maintenance Costs - An overspend of £25,000 relates to one off tree
works at Ascot Drive Fire Station as well as work undertaken at Matlock and
Glossop to prepare the houses for sale.
3.31 Direct Transport Costs – A variety of underspends across a number of
headings is contributing towards a projected underspend of £37,000, with Tyres
currently being the most significant.
3.32 Equipment Furniture and Materials – overspends are due to expenditure
relating to the Joint PPE Review £135,000 and Station Furniture Replacement
£60,000, the majority of which will be funded through Earmarked Reserves at
Outturn 2018/2019. A corresponding variance shows against Contribution to /
from Earmarked Reserves in appendix 1, as outlined below.
3.33 Equipment Furniture and Materials – Smoke Alarms – ardent partnership
work across the region has served to secure savings on the purchase price of
smoke alarms. Alongside this, Station Dashboards have evidenced a slight fall
in the number of Safe and Well visits undertaken in the earlier part of the financial
year, predominantly due to workload associated with our response to the Hackitt
Review and the Moorland Fire. A budget underspend of £40,000 is anticipated
at this stage.
3.34 Communications and Computing – overall net cost of £79,830 is forecast. This
arises from £150,000 additional expenditure to purchase replacement radios
funded from a contribution from the Invest to Save Reserve. This is offset by
savings of £70,170 which have arisen due to a more robust management process
and alignment of revenue and capital spend through the ICT Strategy. However
these have been partially offset due to higher than budgeted costs on the
replacement/upgrade project for the BT Wide Area Network. The project has
been delayed due to infrastructure and project management issues at BT,
resulting
in
the
expected
monthly
savings
of
£5,000
not
materialising. Implementation is expected to have taken place during January
and the monthly savings should then commence thereafter. As the delays have
been caused by BT, compensation has been requested.
3.35 Miscellaneous Expenses – a £50,000 underspend relating to Sprinklers which
is due to a reduction in partner spend and mainstreaming of sprinkler installation
in some cases. As a consequence, there will not be any draw down from
Earmarked Reserves to fund this. Additionally there is £40,000 expenditure for
Partnership work which will be funded by a contribution from the Protecting the
Most Vulnerable Earmarked Reserve. Furthermore a £44,000 overspend has
arisen due to the payment of Statutory compensation and rent reimbursement
relating to Littleover HQ Telecoms, this is significantly funded by a contribution
of £37,000 from the HQ Telecoms – Legal Costs Earmarked Reserve.
3.36 LLP Redistribution of Net Income - An additional £100,000 is anticipated to be
returned to DFRS as profit from the LLP. This is the first full year of operation for
the Joint Training Centre and as such it is difficult to estimate the actual running
costs of the facility, therefore a more favourable position could be delivered at
year end. This partially offsets against the increased costs highlighted in Rents
and Service Charges.
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3.37 Contribution to / from Earmarked Reserves – the forecast net transfer from
Earmarked Reserves to fund Revenue during 2018/2019 is £388,000, as
highlighted in paragraphs 3.44 to 3.46 and referenced where appropriate in the
items above.
3.38 Other Government Grants and Other Income – anticipated income recovery
of an estimated £170,000 is in relation to the Moorland Fire, through GMFRS and
the Bellwin Scheme. The Bellwin Scheme is a discretionary scheme which
provides special financial assistance to councils, police, fire and national parks
which would otherwise be faced with an undue financial burden as a result of a
large-scale emergency. Where the criteria of the scheme are met the grant is
normally payable at 85% of eligible cost. Members should note that this is with
the Home Office for their consideration at this time, and will be updated on the
successful outcome, and exact amount of the claim in due course. A further
£9,000 additional rental income to be received following the completion of new
lease agreements at Ashbourne and New Mills with Derbyshire Police.
Reserves
3.39 The Opening Reserves Balance of £12.1m reflects the favourable 2017/2018
Outturn position, and that of previous years. A summary of Reserves is illustrated
in Appendix 4. A Closing Balance in the region of £8.1m is anticipated at this
stage. The Closing Balance will be affected by the financial performance and
Outturn of the organisation, the outcome of decisions taken by Members
throughout the year, national and local progress on the ESN project, and
continued discussion with Systel on phase 2 of the mobilising system.
FIRE SECTOR RESERVES 2016/2017 TO 2021/2022

Source: NFCC – Reserves Survey

3.40 The requirement for financial Reserves is acknowledged in statute. Sections
31A, 32, 42A and 43 of the Local Government Finance Act 1992 require
authorities in England and Wales to have regard to the level of Reserves needed
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to meet estimated future expenditure when calculating the budget requirement.
An updated Strategy, the Medium Term Financial Strategy 2019/2020 to
2022/2023, was presented to Members for approval in December 2018.
3.41 General Fund Reserve – the level of Reserve has been reduced to £1.9m (a
reduction of £0.6m, transferred to Strategic Risk Reserve). This is in accordance
with the advice of the Director of Finance / Treasurer, is in keeping with best
practice as endorsed through CIPFA, and also reflects our reducing DFRS
budget following the continued reduction in funding.
3.42 The Capital Development Reserve has been adjusted to incorporate the
balance of the A50 Accident Insurance Income Reserve £159,226, and the
balance of the Vehicle Replacement Fund Reserve £2.373m. This will enable
the Authority to avoid borrowing in the 2018/2019 financial year. It is anticipated
that a contribution of around £3.958m will be required from the Reserve to
support the 2018/2019 Capital Programme and Members are referred to the
Capital Monitoring and Prudential Update 2018/2019 accordingly, which is
included as a separate item on this agenda. This will be kept under close review
as a number of the capital projects are complex which could affect the timeliness
of delivery. The Closing Balance on this Reserve will be determined by the level
of expenditure incurred throughout the financial year on Swadlincote Fire Station,
and other Property, Transport, and ICT strategies. It is anticipated that a small
Closing Balance in the region of £1.106m will carry to 2019/2020.
3.43 In the absence of any future Capital Grant funding, all capital related expenditure
continues to fall to the Capital Development Reserve. The Reserve is essential
in supporting the Capital Programme, the Authority’s commitment to longer term
planning, and the future development of the Service. For every £1m of capital
expenditure which has not had to be borrowed, the Service saves around
£32,000 in interest, and £32,000 in principal repayments, broadly equivalent to
two wholetime fire fighters salaries.
3.44 Workforce Contingency Reserve – it is proposed that a contribution from the
Reserve will be required to support set up costs in relation to the Derbyshire FRS
and Nottinghamshire FRS Joint Control Room. The business case and proposed
implementation plan was approved by each Fire and Rescue Authority at their
respective meetings in December 2018. This contingency will be updated as the
position becomes clearer.
3.45 It is anticipated that the balance of the HQ Telecoms – Legal Costs Reserve
£37,185, Estimated Mileage Costs – Joint Headquarters Reserve £19,256,
the Fire Station Furniture Replacement Reserve £30,000, and the Joint PPE
Review Reserve £135,000 will be fully utilised during the current financial year.
It is also currently forecast that £40,000 will be taken from the Protecting the
most Vulnerable Reserve, £150,000 from the Invest to Save Reserve and a
£27,000 contribution will be taken from the BA Training House R&M Reserve.
3.46 The Closing Balance on the Strategic Risk Reserve takes account of a funding
shortfall (budget shortfall) of £0.81m in 2018/2019 and assumes a transfer from
the General Fund Reserves of £0.6m. Furthermore, the Revenue Budget
underspend of £0.62m has also been transferred to this reserve.
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Strategic Risk Reserve

Opening Balance
Funding Shortfall (Para. 3.7)
Transfer from General Reserve (Para. 3.41)
Forecast Revenue Budget Underspend
Forecast Closing Balance

£’m
0.480
(0.810)
0.600
0.623
0.893

3.47 The reserves position is subject to regular robust review. CIPFA guidance sets
out the legal requirement that a revenue budget deficit is not permissible when it
cannot be covered by revenue reserves, this applies to any future financial year
and not the just the current year. The Reserve Strategy forms part of the
Authority’s Medium Term Financial Strategy 2019/2020 to 2022/2023 which was
last presented to Members for approval in December and is published on the
Authority’s website. A comprehensive review of the Authority’s current and future
reserves has been undertaken in arriving at a Medium Term Financial Plan
2019/2020 to 2022/2023 and is part of a separate report to this meeting.

4.

Future Outlook
Fair Funding Review and Derbyshire Business Rates Pilot

4.1 The current four year settlement runs out at the end of 2019/2020 and during the
next 12 months the National Fire Chiefs Council will need to prepare its
submission for the next Spending Review. This will be extremely important for
the sector as it will influence the share of whatever resources are available for
the 2020/2021 financial year, and future years.
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4.2 Derbyshire Fire and Rescue Service was part of the Derbyshire Business Rates
Pool in years 2016/2017, 2017/2018 (50% local rates retention), and is part of
the Derbyshire Business Rates Pilot in 2018/2019 (100% local rates retention).
As a result DFRS benefits from an additional £737k (above Settlement Funding
Assessment) in 2018/2019.
4.3 It was previously communicated that 100% pilots which were agreed in
December 2017 would be invited to ‘apply to become 75% business rates
retention pilot in 2019/2020’ where a devolution deal is not in place. Following
the announcement of the Provisional Local Government Settlement in December
it has now been announced that the Derbyshire bid would return to a 50% pool
for the 2019/2020 financial year.
Economy
Extract Budget 2018 – Highlights
4.4 The Court of Appeal has recently handed down a judgement in the Firefighters
Pension transitional appeals case. This is not yet binding and the Government
can still make an appeal against this to the Supreme Court. The financial impact
of the judgement is not yet known, and whilst there is a budgetary risk that
firefighters pensions costs may increase as a result of this, it is too early to make
any firm assumptions.
4.5 The Chancellor of the Exchequer Philip Hammond delivered his 2018 Autumn
Budget on 29 October. The clock is ticking for the UK to strike a deal with the
European Union before the country leaves on March 29, 2019.
4.6 If no withdrawal agreement is made, public bodies, consumers, and businesses
will have to deal with the consequences of leaving the EU immediately, rather
than having a 21 month transition period. The full impact of this is uncertain, but
there are possible impacts to emergency services, freedom of movement, supply
chains and partner organisations amongst others.

This report has been consulted upon and approved by the following officers:
Strategic Leadership Team – 21.1.19
Contact Officer: Simon Allsop

Contact No: 01773 305410

Background Papers:
Revenue Budget Monitoring 2018/2019 (to September 2018)
Capital Monitoring and Prudential Update 2018/2019
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Derbyshire Fire and Rescue Authority
Revenue Budget Monitoring to November 2018

EMPLOYEES

PREMISES RELATED

TRANSPORT RELATED

SUPPLIES AND SERVICES

THIRD PARTY PAYMENTS
CAPITAL FINANCING COSTS
OTHER

INCOME

APPENDIX 1

Original Budget
2018/2019
£

Updated Budget
2018/2019
£

Actual
Apr -Nov 2018
£

Forecast
£

Variance
£

DIRECT EMPLOYEE EXPENSES
INDIRECT EMPLOYEE EXPENSES
PENSION
REPAIRS, ALTERATIONS AND MAINTENANCE OF BUILDINGS
ENERGY COSTS
RENTS
RATES
WATER
CLEANING AND DOMESTIC SUPPLIES
GROUNDS MAINTENANCE COSTS
PREMISES INSURANCE
REFUSE COLLECTION
DIRECT TRANSPORT COST
CONTRACT HIRE AND OPERATING LEASES
PUBLIC TRANSPORT
CAR ALLOWANCES
TRANSPORT INSURANCE
EQUIPMENT, FURNITURE AND MATERIALS
CATERING
CLOTHES, UNIFORMS AND LAUNDRY
PRINTING, STATIONERY AND GENERAL OFFICE EXPENSES
SERVICES (Includes Occ Health, Insurance, External Auditor Fees)
COMMUNICATIONS AND COMPUTING
EXPENSES
GRANTS AND SUBSCRIPTIONS
MISCELLANEOUS EXPENSES
OTHER LOCAL AUTHORITIES
INTEREST PAYMENTS
MINIMUM REVENUE PROVISION
WRITE DOWN OF DEFERRED CHARGES
REVENUE CONTRIBUTIONS TO CAPITAL
LLP REDISTRIBUTION OF NET INCOME
CONTRIBUTION TO / FROM EARMARKED RESERVE

27,687,445
477,280
786,000
761,100
369,000
531,000
1,046,000
83,000
97,000
28,000
33,600
13,000
1,003,000
132,000
18,000
53,000
161,770
732,600
24,000
269,300
79,400
658,170
1,591,970
32,600
58,300
152,900
47,950
432,000
841,000
0
0
(200,000)
357,150

27,687,445
477,280
786,000
711,100
369,000
531,000
1,046,000
83,000
97,000
28,000
33,600
13,000
1,014,000
132,000
18,000
53,000
161,770
732,600
24,000
269,300
79,400
658,170
1,591,970
32,600
58,300
152,900
47,950
432,000
841,000
0
50,000
(200,000)
(99,580)

17,754,059
325,047
4,586
437,209
173,885
390,958
989,452
66,814
46,245
33,524
26,763
10,200
648,503
166,611
18,166
34,130
162,582
410,962
12,203
171,035
30,712
510,307
1,076,028
24,938
54,524
166,699
4,522
274,565
119,710
0
0
162
131,080

27,242,000
477,280
786,000
738,100
335,000
861,000
1,006,000
83,000
97,000
53,000
33,600
13,000
977,000
132,000
18,000
53,000
161,770
887,600
24,000
269,300
79,400
658,170
1,671,800
32,600
58,300
186,900
47,950
432,000
841,000
0
50,000
(300,000)
(538,021)

(445,445)
0
0
27,000
(34,000)
330,000
(40,000)
0
0
25,000
0
0
(37,000)
0
0
0
0
155,000
0
0
0
0
79,830
0
0
34,000
0
0
0
0
0
(100,000)
(438,441)

SUBTOTAL EXPENDITURE

38,357,535

37,911,805

24,276,180

37,467,749

(444,056)

PRECEPT INCOME AND SURPLUS ON COLLECTION FUND
REVENUE SUPPORT GRANT
NATIONAL NON DOMESTIC RATES
OTHER GOVERNMENT GRANTS AND OTHER INCOME

(23,514,790)
0
(14,412,035)
(430,710)

(23,382,720)
0
(14,098,375)
(430,710)

(16,389,650)
0
(9,616,072)
(1,625,517)

(23,382,720)
0
(14,098,375)
(609,710)

0
0
0
(179,000)

SUBTOTAL INCOME

(38,357,535)

(37,911,805)

(27,631,239)

(38,090,805)

(179,000)

0

0

(3,355,059)

(623,056)

(623,056)

OVERALL TOTAL

Derbyshire Fire and Rescue Authority
Revenue Budget Monitoring to November 2018

DIRECT EMPLOYEE EXPENSES
ADMIN, PROFESSIONAL, TECHNICAL AND CLERICAL
OPERATIONAL PAY
CONTROL STAFF PAY
ON CALL FIREFIGHTER PAY
INDIRECT EMPLOYEE EXPENSES
TRAINING
ALLOWANCES
PENSION
OTHER

APPENDIX 2

Updated Budget
2018/2019
£

Actual
Apr -Nov 2018
£

Forecast
£

Variance
£

6,524,745
16,739,000
1,021,000
3,402,700

4,261,065
10,658,399
695,383
2,139,212

6,678,000
16,120,000
1,087,000
3,357,000

153,255
(619,000)
66,000
(45,700)

372,630
30,300
786,000
74,350
28,950,725

265,748
23,135
4,586
36,164
18,083,692

372,630
30,300
786,000
74,350
28,505,280

0
0
0
0
(445,445)

APPENDIX 3

2018/2019
£
(Surplus) / Deficit

0

2019/2020
£
940,210

2020/2021
£
1,248,720

2021/2022
£
1,470,560

IRMP THEMES

SERVICE DEVELOPMENT

Collaboration and Shared Services:

DESCRIPTION

The Service will explore the
opportunities to further develop
joint community safety and
response working

Service Improvement and Layers of
Assurance:

To improve the efficiency and
effectiveness of service delivery
through developing our people,
processes and systems

Made up of:
Level 1: Day to day continuous
improvement

Support services - Effective
procurement, people and
budget management

Support services including
Level 2: Review of processes and systems Treasury Management
Support services - ICT
Review Staffing Levels, Duty Systems and
Ways of Working:

SAVINGS
ACHIEVED IN
2017/2018

SAVINGS TARGET
2018/2019

IRMP TARGET
SAVINGS
2018/2022

£

£

£

£

Joint Police and Fire
Headquarters, Training Centre
and Tri-Control Project

Community Safety and Partnership
Workings:

‘Just in time’ not just in case

SAVINGS
ACHIEVED IN
2016/2017

This will focus on matching the
Service's limited and reducing
resources to the level of
community and firefighter risk

94,000

71,000

652,500

20,000

133,000
168,060
518,000

218,000

30,000

950,000

104,000

35,000

650,000

1,601,000

416,000

156,000

1,470,560

Target Savings will be subject to further analysis as business cases and reviews are developed.
Collaboration and Shared Services - subject to business case and further analysis of joint opportunities. and the budget will be reduced accordingly.

APPENDIX 4

Derbyshire Fire and Rescue Authority
Forecast Outturn

'A'
Opening
Balance

Reserves

'B'

'C'

'D'

= A+B+C+D

Original Budget
Appropriations

Transfer of
Reserve

Additional
Movement in
Year

Closing
Balance

01/04/2018

31/03/2019
EARMARKED RESERVES

2,533,193 Capital Development Reserve

2,532,046

(3,958,832)

1,106,407

220,000 Workforce Contingency Reserve

220,000

180,000 Ill Health Pensions - Refund of Taxation

180,000

157,270 BA Training House R&M Fund

(27,000)

14,370 System Development Reserve
1,662,820 Vehicle Replacement Fund (Replacement Fleet Programme)

14,370
710,000

(2,372,820)

37,185 HQ Telecoms - Legal Costs
187,853 Protecting the Most Vulnerable
19,256 Estimated Mileage Costs - Joint Headquarters
159,226 Insurance Reserve - Accident A50

0
(37,185)

0

(40,000)

147,853

(19,256)

0

(159,226)

30,000 Fire Station Furniture Replacement
135,000 Joint PPE Review

0
(30,000)

0

(135,000)

0

0

0

(4,247,273)

1,798,900

0 Moorland Fire - Equipment Replacement
5,336,173 SUBTOTAL - EARMARKED RESERVES

710,000

2,500,000 General Reserves
480,140 Strategic Risk Reserve

0
(600,000)

(352,850)

600,000

452,120 Invest To Save Reserve

1,900,000
166,326
(150,000)

2,039,560 TriControl / ESN

893,616
302,120
2,039,560

1,316,389 Capital Grant Unapplied
12,124,382 TOTAL RESERVES

130,270

357,150

0

(302,002)

1,014,387

(4,532,949)

7,948,583

Footnote:
Members will be aware that a transfer from Reserves of £0.8m was required to balance the 2018/2019 budget.

ITEM 6
OPEN

DECISION

DERBYSHIRE FIRE & RESCUE AUTHORITY
14 FEBRUARY 2019
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE AND
DIRECTOR OF FINANCE/TREASURER
CAPITAL BUDGET MONITORING 2018/19
CAPITAL PROGRAMME 2019/20 – 2022/23
PRUDENTIAL CODE REPORT & TREASURY MANAGEMENT STRATEGY
1.

Purpose of Report

1.1 To present the 2018/19 Capital Monitoring position as at 30 November 2018.
1.2 To recommend for approval the Capital Programme for 2019/20 and
consider the Capital Programme for 2020/21 to 2022/23.
1.3 To make recommendations required under the CIPFA Prudential Code for
Capital Finance.
1.4 To recommend the Treasury Management Strategy for 2019/20 for approval.
2.

Recommendations

2.1 That Members note the capital monitoring position as at 30 November 2018
as set out in Appendix 1.
2.2 That Members approve a scheme for the Joint Fire Control Room
adaptations totalling £90,000 (paragraph 3.2).
2.3 That Members approve slippage of the East Midlands Tri Control Project
(paragraph 3.4) and £100,000 from the ICT Strategy budget (paragraph 3.3).
2.4 That Members approve the 2019/20 Capital programme of £5.22m as
detailed in Appendix 2.
2.5 That Members approve the Prudential Indicators as set out in Section 6 and
the Treasury Management Strategy (Appendix 3).
2.6 That Members approve the Treasury Management Strategy for 2019/20,
included within this report (Appendix 3).
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3.

Information and Analysis
MONITORING OF THE CAPITAL PROGRAMME 2018/19

3.1. The capital monitoring position including both DFRS and LLP Partnership
expenditure is shown in Appendix 1. It shows total expenditure to date of
£1.819m which represents 39% of the revised budget of £4.563m with the
most significant scheme at Swadlincote due to complete in 2018/19.
Property Programme
3.2 In December Members gave approval to implement a Joint Fire Control
Room with Nottinghamshire Fire and Rescue (NFRS), within the 2019/20
financial year. Approval is now sought to add a £90,000 scheme to the
capital programme for the requisite alterations to Ascot Drive Fire Station,
including the creation of an office for the South Response Team. The cost of
the scheme will be divided equally between the two services; with DFRS
funding their share from earmarked reserves.
ICT Projects
3.3 Funding for the replacement Transport Fleet Management System is to be
allocated from the ICT Strategy. This scheme is currently out to tender and a
report to members will be presented in the new financial year, hence the
requirement to slip a provisional amount of £100,000 from the ICT Strategy
budget into the 2019/20 programme.
3.4 Following the decision by Fire Authority on the joint control room, the TriService contract with Systel will be reviewed to determine future
requirements, requiring the budget for the Tri Control Project to be slipped
into 2019/20.
3.5 Vehicles
The majority of the transport element of the capital programme is either
completed or near to delivery and expenditure for these schemes is expected
to be close to budget at year end.
4.

CAPITAL PROGRAMME & FINANCING FOR 2019/20 ONWARDS

4.1 The proposed Capital Programme for 2019/20 to 2022/23 is attached at
Appendix 2.
4.2 The 2019/20 indicative programme totals £5.22m. The Programme includes
£2.96m slippage from the 2018/19 Capital Programme.
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Property
Derbyshire Constabulary Co-location Programme
4.3 The schemes at Shirebrook and Bakewell have commenced and will be
completed during the summer of 2019.
4.4 The schemes at Melbourne & Long Eaton are being developed and
scheduled to begin early in 2019/20, subject to agreement from Derbyshire
Constabulary.
4.5 Further schemes at Ascot Drive, Kingsway and Heanor Fire Stations are
planned to be drawn up during 2019/20 but are at early stages so the timing
and scale of these schemes could change. All these schemes will be bought
to the Authority for approval.
ICT Projects
4.6 The ICT programme for 2019/20 provides £35,000 for the rolling desktop PC
replacement scheme and £0.5m for emerging ICT Strategy schemes.
Approval for future schemes will be requested in future reports, as the
strategy is developed. There is a comprehensive work programme in place to
support the proposed investment.
Vehicles
4.7 The 2019/20 vehicle replacement programme covers the replacement of
smaller fleet vehicles in line with the transport strategy. The programme is
under constant review to ensure that the fleet meets the best needs of the
service and may change accordingly. Strategy considerations include the
impact of service compliance with the proposed City of Derby Clean Zone,
Euro 6 emissions legislation and hybrid engine technology (petrol and
electric power). The fleet replacement programme will be kept under
continual review to ensure it is appropriate to the needs of the Service and is
cost effective.
5.

THE PRUDENTIAL CODE AND TREASURY MANAGEMENT STRATEGY
Background

5.1 The Prudential Code for Capital Finance in Local Authorities (the Code) is a
professional Code that sets out a framework for self-regulation of capital
spending. In effect, it allows authorities to invest in capital projects which
best meet their service delivery objectives as long as they are affordable,
prudent and sustainable, subject to reserve powers to restrict borrowing for
national economic reasons.
5.2 To facilitate the decision making process and support capital investment
decisions the Prudential Code requires the Fire Authority to agree and
monitor a number of prudential indicators. The indicators cover:
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Capital expenditure;
Affordability;
Prudence;
Debt levels; and
Treasury management.

Reporting Requirements
5.3 The Authority is required to receive and approve, as a minimum, three main
reports each year, which incorporate a variety of polices, estimates and
actuals.
Prudential and Treasury Indicators and Treasury Strategy (this report)
5.4 The first and most important report covers:





the capital plans (including Prudential Indicators);
a Minimum Revenue Provision (MRP) policy (how residual capital
expenditure is charged to revenue over time);
the Treasury Management Strategy (how the investments and
borrowings are to be organised) including treasury indicators; and
an Investment Strategy (the parameters on how investments are to be
managed).

5.5 A mid-year Treasury Management Report – This will update members with
the progress on capital spending and borrowing, amending prudential
indicators as necessary, and report on whether the treasury strategy is
meeting the strategy or whether any policies require revision. This report will
reflect the combined changes from CIPFA and CLG in respect of Prudential
and Treasury Indicators.
5.6 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.
6.

PRUDENTIAL INDICATORS

6.1 The Prudential Indicators cover two main areas:
Capital Issues



the capital plans and the Prudential Indicators;
the Minimum Revenue Provision (MRP) strategy.

Treasury Management Issues





the current treasury position;
treasury indicators which limit the treasury risk and activities of the
Authority;
prospects for interest rates;
the Borrowing Strategy;
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policy on borrowing in advance of need;
debt rescheduling;
the Investment Strategy;
creditworthiness policy; and
policy on use of external service providers.

6.2 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. They are largely
covered in the Treasury Management Strategy – Appendix 3.
Training
6.3 The CIPFA Code requires the responsible officer, the Director of Finance, to
ensure that Members with responsibility for Treasury Management receive
adequate training in Treasury Management. This also applies to Members
responsible for scrutiny. Training will be provided by the Treasury
Management Consultants for staff responsible for undertaking Treasury
activities. Training needs will be regularly reviewed and arranged as
required.
Treasury Management Consultants
6.4 The Authority employs ArlingClose as its Treasury Management Consultants.
They offer advice and training sessions which are targeted to staff training
needs and provided locally. This also provides the opportunity of networking
with other local authorities in the area who also use ArlingClose as their
consultants.
6.5 The Authority recognises that responsibility for Treasury Management
decisions remains with the organisation at all times and ensures that undue
reliance is not placed upon our external service providers.
6.6 The Authority also recognises that there is value in employing external
providers of Treasury Management services to acquire access to specialist skills
and resources, particularly in light of the uncertain economic and financial
conditions. The Authority ensures 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.
CAPITAL PRUDENTIAL INDICATORS 2019/20 -2021/22
6.7 The Authority’s capital expenditure plans are the key driver of Treasury
Management activity. The output of the capital expenditure plans is reflected
in prudential indicators, which are designed to assist Members overview and
confirm capital expenditure plans.
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Capital Expenditure
6.8 This Prudential Indicator is a summary of the Authority’s capital expenditure
and financing plans, both those agreed previously, and those forming part of
this budget cycle. Members are asked to approve the capital expenditure
forecasts as detailed in 3.1 to 4.8 and Appendices 1 and 2.
Prudential Indicator 1: Capital Expenditure – the projected Capital Programme
and financing for the Authority

6.9 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 need to borrow to fund the programme (net
financing lead).

Capital Expenditure and Financing
Total Expenditure

2018/19 2019/20 2020/21 2021/22
Revised Estimate Estimate Estimate
£m
£m
£m
£m
4,654

5,224

5,634

12,448

40

1,075

3,026

1,457

0

0

0

0

4,261

2,565

511

298

353

1,516

2,097

5,390

Borrowing

0

0

0

5,033

Leasing and PFI

0

68

0

270

Total Financing

4,654

5,224

5,634

12,448

Capital Receipts
Government Grants
Reserves
Revenue (includes partner contributions)

The Authority’s borrowing need (the Capital Financing Requirement)
6.10 The second prudential indicator is the Authority’s Capital Financing
Requirement (CFR) and measures the Authority’s underlying need to borrow
for a capital purpose. Any capital expenditure which has not immediately
been paid for by reserves or capital grants and receipts will increase the
CFR.
6.11 The CFR does not increase indefinitely, as the Minimum Revenue Provision
(MRP) is a statutory annual revenue charge which broadly reduces the
borrowing need in line with each asset’s life. A Voluntary Revenue Provision
(VRP) is a payment above the statutory minimum.
6.12 The CFR includes any long term liabilities (e.g. finance leases). The
Authority had £0.228m of such schemes within the CFR at the beginning of
2018/19.

Page 6 of 11

ITEM 6

6.13 The Authority is asked to approve the Capital Financing Requirement
projections below:
Prudential indicator 2: Capital Financing Requirement – outstanding debt from
prior years capital programme financing

Total year end
CFR
Movement in CFR

2017/18
2018/19
2019/20
Actual Estimate Estimate
£’000
£’000
£’000
Capital Financing Requirement
10,256
9,415
8,670

(841)

2020/21
Estimate
£’000

2021/22
Estimate
£’000

7,991

12,345

(841)

(745)

(679)

4,354

0

0

0

0

5,033

(841)

(841)

(745)

(679)

(679)

(841)

(841)

(745)

(679)

4,354

Movement in CFR represented by
Net financing need
for the year
(above)
Less MRP/VRP
and other
financing
movements
Movement in CFR

6.14 The CFR is reducing year on year as debt is repaid until 2021/22 when it is
anticipated that borrowing will be required to fund the capital programme.
Minimum Revenue Provision (MRP) Policy Statement
6.15 Where the Authority finances capital expenditure by debt, it must put aside
resources to repay that debt in later years. The amount charged to the
revenue budget for the repayment of debt is known as Minimum Revenue
Provision (MRP), although there has been no statutory minimum since 2008.
The Local Government Act 2003 requires the Authority to have regard to the
[Department for Communities and Local Government’s Guidance on
Minimum Revenue Provision (the CLG Guidance) most recently issued in
2012.
The broad aim of the CLG Guidance is to ensure that debt is repaid over a
period that is either reasonably commensurate with that over which the
capital expenditure provides benefits, or, in the case of borrowing supported
by Government Revenue Support Grant, reasonably commensurate with the
period implicit in the determination of that grant.
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6.16 CLG regulations have been issued which require the full Authority to approve
an MRP Statement in advance of each year. A variety of options are
available to Authorities, so long as there is a prudent provision. The
Authority is recommended to approve the following MRP Statement, in line
with previous years:
For capital expenditure incurred before 1 April 2008 or which in the future will
be Supported Capital Expenditure, the MRP policy will be to set aside a
provision equal to 4% of the previous year’s CFR.
From 1 April 2008 for all unsupported borrowing (excluding finance leases)
the MRP policy will be the Asset Life Method; i.e. MRP will be an annual
charge based on the estimated life of the assets. The provision will be set
aside in the year following the capital expenditure.
For any finance leases, the MRP will be equal to the element of the actual
finance lease repayment that reduces the ongoing balance sheet liability –
i.e. the principal element of the charge or repayment, in line with CLG
guidance.
Capital expenditure incurred during 2019/20 will not be subject to a MRP
charge until 2020/21.
Affordability Prudential Indicators
6.17 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
Authority’s overall finances. The Authority is asked to approve the following
indicators:
Ratio of financing costs to net revenue stream
6.18 This indicator identifies the trend in the cost of capital (borrowing and other
long term obligation costs net of investment income) against the net revenue
stream (how much money the Authority receives).

Prudential indicator 3: Ratio of financing costs to net revenue stream -This
indicator identifies the trend in the cost of capital against the net revenue stream.

Total financing
costs
Net Revenue
Stream
Ratio

2017/18
Actual
£’000
1,303

2018/19
Estimate
£,000
1,273

2019/20
Estimate
£’000
1,147

2020/21
Estimate
£’000
1,049

2021/22
Estimate
£’000
1,170

37,794

37,911

40,312

40,870

41,445

3.4%

3.4%

2.8%

2.6%

2.8%

Page 8 of 11

ITEM 6

6.19 The estimates of financing costs include current commitments and the
proposals in this budget report and the table above shows a manageable
ratio of financing costs to revenue funding, even as funding levels reduce.
The relatively low ratio of debt costs to revenue stream puts the authority in a
favourable position should it need to borrow in future years.
Incremental impact of capital investment decisions on Authority tax.
6.20 This indicator identifies the revenue costs associated with proposed changes to
the capital programme recommended in this budget report compared to the
Authority’s existing approved commitments and current plans. The assumptions
are based on the budget, but will invariably include some estimates, such as the
level of Government support, which are now published over a four year period.

Prudential Indicator 4: Estimates of the incremental impact of capital
investment decisions on the Council Tax - This indicator illustrates the
estimated effect of the capital programme recommended in this report.

Impact of total cost of
investment decision
on Band D Council
Tax
Incremental Change

2017/18
Actual
£
7.07

2018/19
Estimate
£
4.08

2019/20
Estimate
£
3.68

2.54

(2.98)

(0.40)

2020/21 2021/22
Estimate Estimate
£
£
3.37
3.76

(0.31)

0.39

6.21 Again, the table above shows that the effect of the proposed capital
programme on the average Band D council tax charge is minimal. This
indicator includes the costs of repaying debt and the revenue contribution to
capital expenditure during the year.
BORROWING
6.22 The capital expenditure plans set out in Section 3 and 4 provide details of the
activity of the Authority. The Treasury Management function ensures that
the Authority’s cash is organised in accordance with the 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 it, the organisation of approporiate borrowing facilities.
The strategy covers the relevant treasury / Prudential Indicators, the current
and projected debt positions and the annual investment strategy.
Treasury Management Strategy
6.23 The Chartered Institute of Public Finance and Accountancy’s Treasury
Management in the Public Services: Code of Practice 2017 edition (the
CIPFA code) requires the Authority to approve a Treasury Management
Strategy before the start of each year. The Treasury Management Strategy
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can be found in Appendix 3.
6.24 The Strategy provides a clear working document for the Authority to assist in
the management of the risks associated with Treasury Management.
Prudential Indicator 5: The Operational Boundary - This indicator is based on
the probable external debt during the course of the year; it is not a limit and actual
borrowing could vary around this boundary for short times during the year.
Operational boundary

Debt
Finance Leases
Total

2018/19
Estimate
£’000
10,410
230
10,640

2019/20
Estimate
£’000
14,770
70
14,840

2020/21
Estimate
£’000
12,140
0
12,140

2021/22
Estimate
£’000
16,200
0
16,200

6.25 The boundary increases for 2019/20 onwards increases to allow scope for
borrowing in advance of need should favourable conditions become
available.
The Authorised Limit for External Debt
6.26 A further key Prudential Indicator represents a control on the maximum level
of borrowing. This represents a limit beyond which external debt is
prohibited, and this limit needs to be set or revised by the Fire Authority. 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 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
Authorities plans, or those of a specific Authority, although this power has not
yet been exercised. The Authority is asked to approve the following
authorised limit:
Prudential indicator 6: The Authorised Limit – This represents the
maximum amount of debt the Authority can legally owe.
Authorised limit

Debt
Other long term liabilities
Total

2018/19
Estimate
£’000
11,010
230
11,240

2019/20
Estimate
£’000
15,370
70
15,440

2020/21
Estimate
£’000
12,740
0
12,740

2021/22
Estimate
£’000
16,800
0
16,800

6.27 The authorised limit includes £1m to allow for any short term borrowing
required for cashflow purposes should it be required in an emergency.
6.28 The authorised limit increases in 2019/20 to allow for scope of borrowing in
advance of need should favourable conditions become available.
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7.

Legal Considerations

7.1. Included within the main body of the report.
8.

Financial Considerations

8.1 This report is financial in nature and due consideration has been taken to
ensure that the capital programme and associated borrowing proposed is
affordable and prudent. This report should be considered alongside the
revenue budget report for 2019/20 – 2022/23.
9.

Inclusion and Equality Considerations

9.1 None.
10. Asset Management Considerations
10.1 The capital programme outlined in this report is in line with the corporate
asset management plan and ICT strategy.

This report has been consulted upon and approved by the following officers:
Strategic Leadership Team – 21.1.19
Contact Officer: Simon Allsop

Contact No: 01773 305410

Background Papers:
2018/19 – 2021/22 Capital Programme, Prudential Code Report and Treasury
Management Strategy, 15 February 2018
Capital Monitoring and Prudential Update 2018/2019, 6 December 2018
Capital Monitoring and Prudential Update 2018/2019, 27 September 2018
Local Government Act 2003
Prudential Code (amended in 2012)
CIPFA Treasury Management in Public Services: Code of Practice 2017 Edition
(the CIPFA Code) and associated guidance issued by CLG
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Appendix 1

Derbyshire Fire and Rescue Service
Capital Programme Budget Monitoring
For the Financial Year 2018/19
To 30 November 2018
2018/19 Expenditure

2018/19 Budget

Total Scheme
Budget
£
ICT
ICT Strategy
Desktop PC Replacement Programme
Virtual Desktop Infrastructure Configuration
Emergency Services Network (ESN)

Latest
Approved
Budget
£

500,000
163,439
62,500
1,384,100

170,000
163,439
62,500
302,000

Upgrade Agresso

100,000

ICT infrastructure:Networking
Corporate Wi-Fi
WAN Upgrades

Amendments
for Approval
£

DFRS
Expenditure
Year To Date
£

Partnership
Expenditure
Year To Date
£

Total
Expenditure
Year To Date
£

70,000
163,439
62,500
302,000

0
87,493
0
28,279

0
87,493
0
28,279

19,915

19,915

0

0

200,000
90,000
152,685

0
83,070
152,685

0
83,070
152,685

1,592
0
0

1,592
0
0

5,400,000

953,968

0

0

0

144,000
30,000
150,000
36,000
120,000
32,000

144,000
30,000
150,000
36,000
120,000
32,000

144,000
30,000
150,000
36,000
120,000
32,000

0
0
110,165
0
0
32,000

0
0
110,165
0
0
32,000

Property
Joint Fire Control Room with Nottinghamshire
Swadlincote Fire Station

90,000
3,166,727

0
2,731,664

90,000
2,731,664

0
1,511,065

0
1,511,065

Training Centre Project

7,205,000

138,407

138,407

0

88,000
135,000
500,000

87,766
40,000
200,000

87,766
40,000
200,000

17,045
4,133
23,014

4,653,446

1,814,785

Tri Control Project
Vehicles
Light Van Replacements
Replacement Minibus
Replacement 4x4 Vehicles
Replacement of Cars With Light Vans
Replacement Vans
Tele-handler Vehicle - Training Centre

Derbyshire Constabulary Co-location Programme
Ashbourne Fire Station Co-location Scheme
Bakewell Fire Station Co-location Scheme
Shirebrook Fire Station Co-location Scheme

5,617,414

(100,000)

Revised
2018/19
Budget
£

(953,968)

90,000

(963,968)

4,200

4,200

17,045
4,133
23,014
4,200

1,818,985

2018/19 Funding
Latest
Approved
Budget
£
Capital Funding 2018/19
Capital Development Reserve
Capital Grant Unapplied Reserve
Capital Contribution
Capital Receipts
Total Funding

4,013,832
1,255,970
307,766
39,846
5,617,414

Amendments
for Approval
£
(55,000)
(953,968)
45,000
(963,968)

Revised
2018/19
Budget
£
3,958,832
302,002
352,766
39,846
4,653,446

DFRS Funding
Year To Date
£
1,744,291
30,648
39,846
1,814,785

Partnership
Funding Year
To Date
£
4,200

4,200

Total Funding
Year To Date
£
1,748,491
0
30,648
39,846
1,818,985

Appendix 2
Derbyshire Fire and Rescue Service

Capital Programme 2019/20
Funding

Total Scheme
Budget
£

Dec 18
Approved
Budget
£

Feb 2019
Additions &
changes
£

ICT Strategy
ICT Strategy fund
Desktop PC replacement programme
EIS replacement
Business Intelligence Tool
SharePoint Upgrade
SharePoint Move to Cloud
Telephony
Networking

600,000
35,000
180,000
30,000
12,000
50,000
250,000
200,000

500,000
35,000
180,000
30,000
12,000
50,000
75,988
110,754

Upgrade Agresso

100,000

70,000

Emergency Services Network (ESN)
Tri Control Project

1,384,100
5,400,000

1,082,100
0

Property Programme
Derbyshire Constabulary Co-location Programme
Bakewell Fire Station Co-location Scheme
Shirebrook Fire Station Co-location Scheme
Melbourne Fire Station Co-location Scheme
Long Eaton Fire Station Co-location Scheme
Ascot Drive Fire Station Co-location scheme (Fire scheme only)
Kingsway Fire Station Co-location scheme
Heanor Fire Station Co-location scheme

135,000
500,000
100,000
150,000
200,000
7,750,000
1,300,000

95,000
300,000
100,000
150,000
200,000
2,800,000
185,714

60,000
60,000
100,000
25,000
150,000
80,000
68,000
150,000

0
0
0
0
0
0
0
150,000

60,000
60,000
100,000
25,000
150,000
80,000
68,000

6,126,556

(903,032)

Vehicles
3 Light Vans (Electric)
2 Mini Buses
10 Red Fleet Pool Cars
Driver Training Car
5 Red Fleet 4x4 Vehicles
Wildfire All-Terrain Vehicle
4 Officer Cars
Replacement NETRAS vehicle
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100,000

953,968

(2,500,000)

Revised
2019/20
Budget
£

Reserves
£

Revenue
£

600,000
35,000
180,000
30,000
12,000
50,000
75,988
110,754

600,000
35,000
180,000
30,000
12,000
50,000
75,988
110,754

70,000

70,000

1,082,100
953,968

385,426
821

95,000
300,000
100,000
150,000
200,000
300,000
185,714

Operational
Lease
£

Capital Grant
Unapplied
Capital
Reserve
Contribution
£
£

0

5,223,524

1,549,989

Borrowing
£

Total
£

0
0

600,000
35,000
180,000
30,000
12,000
50,000
75,988
110,754
70,000

696,674
317,718

635,429

0

95,000
300,000
80,000
130,000
0
180,000
55,714

20,000
20,000

60,000
60,000
100,000
25,000
150,000
80,000
68,000
150,000

Capital
Receipts
£

68,000

675,429

68,000

1,014,392

840,714

1,082,100
953,968

200,000
120,000
130,000

95,000
300,000
100,000
150,000
200,000
300,000
185,714

60,000
60,000
100,000
25,000
150,000
80,000
0
150,000

60,000
60,000
100,000
25,000
150,000
80,000
68,000
150,000

1,075,000

0

5,223,524

Capital Programme 2020/21
Expenditure

Total Scheme
Budget
Dec 18 Budget
£
£
ICT Strategy
ICT Strategy fund
Desktop PC replacement programme
Property Programme
Derbyshire Constabulary Co-location Programme
Kingsway Fire Station Co-location scheme
Heanor Fire Station Co-location scheme
Clay Cross Fire Station Co-location scheme
Vehicles
1 medium van
4 medium vans (water rescue)
3 red fleet cars
5 red fleet 4x4 vehicles
3 Appliances

Funding

Feb 2019
Additions &
changes
£

Revised
2020/21
Budget
£

500,000
35,000

500,000
35,000

500,000
35,000

7,750,000
1,300,000
1,700,000

2,800,000
742,857
485,714

2,800,000
742,857
485,714

20,000
120,000
30,000
150,000
750,000
4,563,571

Reserves
£

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution
£
£

500,000
10,788

1,680,000
222,857
194,286

20,000
120,000
30,000
150,000
750,000

20,000
120,000
30,000
150,000
750,000

0

1,070,000

5,633,571

510,788

0

0

0

2,097,143

Capital
Receipts
£

Borrowing
£

Total
£

0
24,212

500,000
35,000

1,120,000
520,000
291,429

2,800,000
742,857
485,714

20,000
120,000
30,000
150,000
750,000

20,000
120,000
30,000
150,000
750,000

3,025,641

0

5,633,571

Capital Programme 2021/22
Expenditure

Total Scheme
Budget
Dec 18 Budget
£
£
ICT Strategy
ICT Strategy fund
Desktop PC replacement programme

500,000
35,000

500,000
35,000

Property Programme
Derbyshire Constabulary Co-location Programme
Kingsway Fire Station Co-location scheme
Heanor Fire Station Co-location scheme

7,750,000
1,300,000

1,400,000
371,429

Clay Cross Fire Station Co-location scheme
Matlock Fire Station Co-location scheme

1,700,000
7,000,000

971,429
3,500,000

Vehicles
13 light vans
1 medium van (Dog Van)
18 Officer cars
8 Appliances
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130,000
20,000
270,000
750,000

Funding

Feb 2019
Additions &
changes
£

Revised
2021/22
Budget
£

500,000
35,000

3,250,000

Reserves
£

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution
£
£

298,000
0

Capital
Receipts
£

202,000
35,000

4,650,000
371,429

2,790,000
111,429

260,000

971,429
3,500,000

388,571
2,100,000

582,857
377,502

750,000

130,000
20,000
270,000
1,250,000

130,000
20,000
270,000
2,000,000

7,527,857

4,920,000

12,447,857

Borrowing
£

500,000
35,000

1,860,000

1,022,498

130,000
20,000

0

270,000

0

5,390,000

1,457,359

4,650,000
371,429
971,429
3,500,000

2,000,000

130,000
20,000
270,000
2,000,000

5,032,498

12,447,857

270,000

298,000

Total
£

Capital Programme 2022/23
Expenditure

Total Scheme
Dec 18 Budget
Budget
£
£
ICT Strategy
ICT Strategy fund
Desktop PC replacement programme
Property Programme
Derbyshire Constabulary Co-location Programme
Clay Cross Fire Station Co-location scheme
Matlock Fire Station Co-location scheme
Glossop Fire Station Co-location scheme
Vehicles
17 light vans
3 medium vans
7 red fleet cars
18 Officer cars (Purchase, sale and lease back through revenue)

Feb 2019
Additions &
changes
£

Revised
2022/23
Budget
£

500,000
35,000

500,000
35,000

500,000
35,000

1,700,000
7,000,000
4,500,000

242,857
3,500,000
1,687,500

242,857
3,500,000
1,687,500

170,000
60,000
70,000
270,000
5,965,357
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Funding

170,000
60,000
70,000
270,000

170,000
60,000
70,000
270,000

570,000

6,535,357

Reserves
£

Operational
Lease
£

Revenue
£

Capital Grant
Unapplied
Capital
Reserve
Contribution
£
£

Capital
Receipts
£

Borrowing
£

308,000
0

97,143
2,100,000
675,000

192,000
35,000

500,000
35,000

145,714
1,400,000
1,012,500

242,857
3,500,000
1,687,500

170,000
60,000
70,000

170,000
60,000
70,000
270,000

3,085,214

6,535,357

270,000
308,000

0

270,000

0

2,872,143

0

Total
£
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Treasury Management Strategy Statement 2019/20
Introduction
Treasury management is the management of the Authority’s cash flows, borrowing and investments, and
the associated risks. The Authority has invested substantial sums of money and is therefore exposed to
financial risks including the loss of invested funds and the revenue effect of changing interest rates. The
successful identification, monitoring and control of financial risk are therefore central to the Authority’s
prudent financial management.
Treasury risk management at the Authority is conducted within the framework of the Chartered Institute of
Public Finance and Accountancy’s Treasury Management in the Public Services: Code of Practice 2017
Edition (the CIPFA Code) which requires the Authority to approve a treasury management strategy before
the start of each financial year. This report fulfils the Authority’s legal obligation under the Local Government
Act 2003 to have regard to the CIPFA Code.
Investments held for service purposes or for commercial profit are considered in a different report, the
Investment Strategy which was approved by Fire Authority in December 2018.
External Context
Economic background: The UK’s progress negotiating its exit from the European Union, together with its
future trading arrangements, will continue to be a major influence on the Authority’s treasury management
strategy for 2019/20.
Following a weak reading in the first quarter of 2018 attributed to weather-related factors, UK GDP growth
rebounded in the second quarter to 0.4%, but at an annual rate of only 1.2% this remains below trend. As
economic growth had evolved broadly in line with its May Inflation Report forecast, the Bank of England’s
Monetary Policy Committee (MPC) voted unanimously for a rate rise of 0.25% in August, taking Bank Rate
to 0.75%.
The headline rate of UK Consumer Price Inflation rose to 2.7% year on year in August 2018, higher than
both the consensus forecast and the Bank’s August Inflation Report. Labour market data is positive. The
ILO unemployment rate fell to 4%, its lowest level since 1975. The 3-month average annual growth rate for
pay excluding bonuses rose to 3.1% in August providing some evidence that a shortage of labour is
supporting wages. However, adjusting for inflation this means real wages were only up by 0.4% and only
likely to have a moderate impact on household spending.
Inflationary pressures were expected to subside, but having increased again recently, together with the
rising price of oil and tightness in the labour market, this may keep inflation above the Bank of England’s
2% target throughout most of their forecast horizon, and possibly beyond, meaning that strong real income
growth is unlikely to materialise any time soon.
As the US economy has continued to perform well, the Federal Reserve maintained its monetary tightening
stance and pushed up its target range for the Fed Funds Rate in September 2018 by 0.25% to 2% - 2.25%.
One further rise is expected in 2018 and two more in 2019.
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The fallout from the US-China trade war continues which, combined with tighter monetary policy, risks
contributing to a slowdown in global economic activity in 2019. Despite slower growth in the region, the
European Central Bank has started conditioning markets for the end of quantitative easing as well as the
timing of the first interest rate hike, currently expected in 2019, and the timing and magnitude of increases
thereafter.
Credit outlook: The big four UK banking groups have now divided their retail and investment banking
divisions into separate legal entities under ringfencing legislation. Bank of Scotland, Barclays Bank UK,
HSBC UK Bank, Lloyds Bank, National Westminster Bank, Royal Bank of Scotland and Ulster Bank are
the ringfenced banks that now only conduct lower risk retail banking activities. Barclays Bank, HSBC Bank,
Lloyds Bank Corporate Markets and NatWest Markets are the investment banks. Credit rating agencies
have adjusted the ratings of some of these banks with the ringfenced banks generally being better rated
than their non-ringfenced counterparts.
European banks are considering their approach to Brexit, with some looking to create new UK subsidiaries
to ensure they can continue trading here. The credit strength of these new banks remains unknown,
although the chance of parental support is assumed to be very high if ever needed. The uncertainty caused
by protracted negotiations between the UK and EU is weighing on the creditworthiness of both UK and
European banks with substantial operations in both jurisdictions.
Interest rate forecast: Following the increase in Bank Rate to 0.75% in August 2018, the Authority’s
treasury management adviser Arlingclose is forecasting two more 0.25% hikes during 2019 to take official
UK interest rates to 1.25%. The Bank of England’s MPC has maintained expectations for slow and steady
rate rises over the forecast horizon. The MPC continues to have a bias towards tighter monetary policy
but is reluctant to push interest rate expectations too strongly. Arlingclose believes that MPC members
consider both that ultra-low interest rates result in other economic problems, and that higher Bank Rate will
be a more effective policy weapon should downside Brexit risks crystallise when rate cuts will be required.
The UK economic environment remains relatively soft, despite seemingly strong labour market data.
Arlingclose’s view is that the economy still faces a challenging outlook as it exits the European Union and
Eurozone growth softens. Whilst assumptions are that a Brexit deal is struck and some agreement reached
on transition and future trading arrangements before the UK leaves the EU, the very real possibility of a
“no deal” Brexit still hangs over economic activity. As such, the risks to the interest rate forecast are
considered firmly to the downside.
A more detailed economic and interest rate forecast provided by Arlingclose is shown at the end of this
report.
For the purpose of setting the budget, it has been assumed that new investments will be made at an
average rate of 3% due to the requirement of having short term investments in order to fund the Capital
Programme in future years.
Local Context
On 31st December 2018, the Authority held £9.6m of borrowing and £8.5m of investments. This is set out
in further detail at Appendix B. Forecast changes in these sums are shown in the balance sheet analysis
in table 1 below.
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Table 1: Balance sheet summary and forecast
31.3.18
Actual
£000
General Fund CFR
Less: PWLB Borrowing
Less: Finance Leases
Internal borrowing

31.3.19
Estimate
£000

31.3.20
Forecast
£000

31.3.21
Forecast
£000

31.3.22
Forecast
£000

10,256

9,415

8,670

7,991

12,345

(10,010)

(9,331)

(8,652)

(7,973)

(12,327)

(204)

(66)

0

0

0

42

18

18

18

18

The underlying need to borrow for capital purposes is measured by the Capital Financing Requirement
(CFR), while usable reserves and working capital are the underlying resources available for investment.
The Authority’s current strategy is to maintain borrowing and investments below their underlying levels,
sometimes known as internal borrowing.
The Authority has an increasing CFR due to the capital programme, but minimal investments and will
therefore be required to borrow up to £5m over the forecast period.
CIPFA’s Prudential Code for Capital Finance in Local Authorities recommends that the Authority’s total
debt should be lower than its highest forecast CFR over the next three years. Table 1 shows that the
Authority expects to comply with this recommendation during 2019/20.
Borrowing Strategy
The Authority currently holds £9.6m of loans, a decrease of £0.4m on the previous year, as part of its
strategy for funding previous years’ capital programmes. The balance sheet forecast in table 1 shows that
the Authority does not expect to need to borrow in 2019/20. The Authority may however borrow to prefund future years’ requirements, providing this does not exceed the authorised limit for borrowing.
Objectives: The Authority’s chief objective when borrowing money is to strike an appropriately low risk
balance between securing low interest costs and achieving certainty of those costs over the period for
which funds are required. The flexibility to renegotiate loans should the Authority’s long-term plans change
is a secondary objective.
Strategy: Given the significant cuts to public expenditure and in particular to local government funding, the
Authority’s borrowing strategy continues to address the key issue of affordability without compromising the
longer-term stability of the debt portfolio. With short-term interest rates currently much lower than long-term
rates, it is likely to be more cost effective in the short-term to either use internal resources, or to borrow
short-term loans instead.
By doing so, the Authority is able to reduce net borrowing costs (despite foregone investment income) and
reduce overall treasury risk. The benefits of internal or short-term borrowing will be monitored regularly
against the potential for incurring additional costs by deferring borrowing into future years when long-term
borrowing rates are forecast to rise modestly. Arlingclose will assist the Authority with this ‘cost of carry’
and breakeven analysis. Its output may determine whether the Authority borrows additional sums at longterm fixed rates in 2019/20 with a view to keeping future interest costs low, even if this causes additional
cost in the short-term.
Alternatively, the Authority may arrange forward starting loans during 2019/20, where the interest rate is
fixed in advance, but the cash is received in later years. This would enable certainty of cost to be achieved
without suffering a cost of carry in the intervening period.
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In addition, the Authority may borrow short-term loans to cover unplanned cash flow shortages.
Sources of borrowing: The approved sources of long-term and short-term borrowing are:
•
•
•
•
•
•
•

Public Works Loan Board (PWLB) and any successor body
any institution approved for investments (see below)
any other bank or building society authorised to operate in the UK
any other UK public sector body
UK public and private sector pension funds (except Derbyshire County Council Pension Fund)
capital market bond investors
UK Municipal Bonds Agency plc and other special purpose companies created to enable local
authority bond issues

Other sources of debt finance: In addition, capital finance may be raised by the following methods that
are not borrowing, but may be classed as other debt liabilities:
•
•
•
•

leasing
hire purchase
Private Finance Initiative
sale and leaseback

The Authority has previously raised all of its long-term borrowing from the PWLB but it continues to
investigate other sources of finance, such as local authority loans and bank loans, that may be available at
more favourable rates.
Municipal Bonds Agency: UK Municipal Bonds Agency plc was established in 2014 by the Local
Government Association as an alternative to the PWLB. It plans to issue bonds on the capital markets and
lend the proceeds to local authorities. This will be a more complicated source of finance than the PWLB
for two reasons: borrowing authorities will be required to provide bond investors with a joint and several
guarantee to refund their investment in the event that the agency is unable to for any reason; and there will
be a lead time of several months between committing to borrow and knowing the interest rate payable. Any
decision to borrow from the Agency will therefore be the subject of a separate report to Fire Authority.
Short-term and variable rate loans: These loans leave the Authority exposed to the risk of short-term
interest rate rises and are therefore subject to the interest rate exposure limits in the treasury management
indicators below.
Debt rescheduling: The PWLB allows authorities to repay loans before maturity and either pay a premium
or receive a discount according to a set formula based on current interest rates. Other lenders may also be
prepared to negotiate premature redemption terms. The Authority may take advantage of this and replace
some loans with new loans, or repay loans without replacement, where this is expected to lead to an overall
cost saving or a reduction in risk.
Investment Strategy
The Authority holds significant invested funds, representing income received in advance of expenditure
plus balances and reserves held. In the past 12 months, the Authority’s investment balance has ranged
between £13.5m and £8.5m, however these are expected to fall as funds are called on to fund the Capital
Programme.
Objectives: The CIPFA Code requires the Authority to invest its funds prudently, and to have regard to the
security and liquidity of its investments before seeking the highest rate of return, or yield. The Authority’s
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objective when investing money is to strike an appropriate balance between risk and return, minimising the
risk of incurring losses from defaults and the risk of receiving unsuitably low investment income. Where
balances are expected to be invested for more than one year, the Authority will aim to achieve a total return
that is equal or higher than the prevailing rate of inflation, in order to maintain the spending power of the
sum invested.
Negative interest rates: If the UK enters into a recession in 2019/20, there is a small chance that the Bank
of England could set its Bank Rate at or below zero, which is likely to feed through to negative interest rates
on all low risk, short-term investment options. This situation already exists in many other European
countries. In this event, security will be measured as receiving the contractually agreed amount at maturity,
even though this may be less than the amount originally invested.
Strategy: Given the need to easily access funds the Authority will continue use lower risk and secured
investments.
Business models: Under the new IFRS 9 standard, the accounting for certain investments depends on
the Authority’s “business model” for managing them. The Authority aims to achieve value from its internally
managed treasury investments by a business model of collecting the contractual cash flows and therefore,
where other criteria are also met, these investments will continue to be accounted for at amortised cost.
Approved counterparties: The Authority may invest its surplus funds with any of the counterparty types
in table 3 below, subject to the cash limits (per counterparty) and the time limits shown.
Table 3: Approved investment counterparties and limits
Credit
rating

Banks
unsecured

Banks
secured

Government

Corporates

Registered
Providers

UK Govt

n/a

n/a

£ Unlimited
50 years

n/a

n/a

AAA

5 years

20 years

50 years

20 years

20 years

AA+

5 years

10 years

25 years

10 years

10 years

AA

4 years

5 years

15 years

5 years

10 years

AA-

3 years

4 years

10 years

4 years

10 years

A+

2 years

3 years

5 years

3 years

5 years

A

13 months

2 years

5 years

2 years

5 years

A-

6 months

13 months

5 years

13 months

5 years

Pooled funds and real
estate investment trusts

£2m per fund or trust

This table must be read in conjunction with the notes below
Credit rating: Investment limits are set by reference to the lowest published long-term credit rating from a
selection of external rating agencies. Where available, the credit rating relevant to the specific investment
or class of investment is used, otherwise the counterparty credit rating is used. However, investment
decisions are never made solely based on credit ratings, and all other relevant factors including external
advice will be taken into account.
Banks unsecured: Accounts, deposits, certificates of deposit and senior unsecured bonds with banks and
building societies, other than multilateral development banks. These investments are subject to the risk of
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credit loss via a bail-in should the regulator determine that the bank is failing or likely to fail. See below for
arrangements relating to operational bank accounts.
Banks secured: Covered bonds, reverse repurchase agreements and other collateralised arrangements
with banks and building societies. These investments are secured on the bank’s assets, which limits the
potential losses in the unlikely event of insolvency, and means that they are exempt from bail-in. Where
there is no investment specific credit rating, but the collateral upon which the investment is secured has a
credit rating, the higher of the collateral credit rating and the counterparty credit rating will be used to
determine cash and time limits. The combined secured and unsecured investments in any one bank will
not exceed the cash limit for secured investments.
Government: Loans, bonds and bills issued or guaranteed by national governments, regional and local
authorities and multilateral development banks. These investments are not subject to bail-in, and there is
generally a lower risk of insolvency, although they are not zero risk. Investments with the UK Central
Government may be made in unlimited amounts for up to 50 years.
Corporates: Loans, bonds and commercial paper issued by companies other than banks and registered
providers. These investments are not subject to bail-in, but are exposed to the risk of the company going
insolvent.
Registered providers: Loans and bonds issued by, guaranteed by or secured on the assets of registered
providers of social housing and registered social landlords, formerly known as housing associations. These
bodies are tightly regulated by the Regulator of Social Housing (in England), the Scottish Housing
Regulator, the Welsh Government and the Department for Communities (in Northern Ireland). As providers
of public services, they retain the likelihood of receiving government support if needed.
Pooled funds: Shares or units in diversified investment vehicles consisting of the any of the above
investment types, plus equity shares and property. These funds have the advantage of providing wide
diversification of investment risks, coupled with the services of a professional fund manager in return for a
fee. Short-term Money Market Funds that offer same-day liquidity and very low or no volatility will be used
as an alternative to instant access bank accounts, while pooled funds whose value changes with market
prices and/or have a notice period will be used for longer investment periods.
Bond, equity and property funds offer enhanced returns over the longer term, but are more volatile in the
short term. These allow the Authority to diversify into asset classes other than cash without the need to
own and manage the underlying investments. Because these funds have no defined maturity date, but are
available for withdrawal after a notice period, their performance and continued suitability in meeting the
Authority’s investment objectives will be monitored regularly.
Real estate investment trusts: Shares in companies that invest mainly in real estate and pay the majority
of their rental income to investors in a similar manner to pooled property funds. As with property funds,
REITs offer enhanced returns over the longer term, but are more volatile especially as the share price
reflects changing demand for the shares as well as changes in the value of the underlying properties.
Operational bank accounts: The Authority may incur operational exposures, for example though current
accounts, collection accounts and merchant acquiring services, to any UK bank with credit ratings no lower
than BBB- and with assets greater than £25 billion. These are not classed as investments, but are still
subject to the risk of a bank bail-in, and balances will therefore be monitored daily. The Bank of England
has stated that in the event of failure, banks with assets greater than £25 billion are more likely to be bailedin than made insolvent, increasing the chance of the Authority maintaining operational continuity.
Risk assessment and credit ratings: Credit ratings are obtained and monitored by the Authority’s treasury
advisers, who will notify changes in ratings as they occur. Where an entity has its credit rating downgraded
so that it fails to meet the approved investment criteria then:
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•
•
•

no new investments will be made,
any existing investments that can be recalled or sold at no cost will be, and
full consideration will be given to the recall or sale of all other existing investments with the affected
counterparty.

Where a credit rating agency announces that a credit rating is on review for possible downgrade (also
known as “rating watch negative” or “credit watch negative”) so that it may fall below the approved rating
criteria, then only investments that can be withdrawn on the next working day will be made with that
organisation until the outcome of the review is announced. This policy will not apply to negative outlooks,
which indicate a long-term direction of travel rather than an imminent change of rating.
Other information on the security of investments: The Authority understands that credit ratings are
good, but not perfect, predictors of investment default. Full regard will therefore be given to other available
information on the credit quality of the organisations in which it invests, including credit default swap prices,
financial statements, information on potential government support, reports in the quality financial press and
analysis and advice from the Authority’s treasury management adviser. No investments will be made with
an organisation if there are substantive doubts about its credit quality, even though it may otherwise meet
the above criteria.
When deteriorating financial market conditions affect the creditworthiness of all organisations, as happened
in 2008 and 2011, this is not generally reflected in credit ratings, but can be seen in other market measures.
In these circumstances, the Authority will restrict its investments to those organisations of higher credit
quality and reduce the maximum duration of its investments to maintain the required level of security. The
extent of these restrictions will be in line with prevailing financial market conditions. If these restrictions
mean that insufficient commercial organisations of high credit quality are available to invest the Authority’s
cash balances, then the surplus will be deposited with the UK Government via the Debt Management Office
or invested in government treasury bills for example, or with other local authorities. This will cause a
reduction in the level of investment income earned, but will protect the principal sum invested.
Investment limits: The Authority’s revenue reserves available to cover investment losses are forecast to
be £8 million on 31st March 2019. In order that no available reserves will be put at risk in the case of a
single default, the maximum that will be lent to any one organisation (other than the UK Government) will
be £6 million. A group of banks under the same ownership will be treated as a single organisation for limit
purposes. Limits will also be placed on fund managers, investments in brokers’ nominee accounts, foreign
countries and industry sectors as below. Investments in pooled funds and multilateral development banks
do not count against the limit for any single foreign country, since the risk is diversified over many countries.
Table 4: Investment limits
Cash limit
Any single organisation, except the UK Central Government

£6m each

UK Central Government (including Local Authorities)

unlimited

Any group of organisations under the same ownership
Any group of pooled funds under the same management

£10m per group
£12m per manager

Negotiable instruments held in a broker’s nominee account

£2m per broker

Foreign countries

£6m per country

Registered providers and registered social landlords

£6m in total

Unsecured investments with building societies

£6m in total

Loans to unrated corporates

£0m in total
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Money market funds

£6m in total

Real estate investment trusts

£6m in total

Liquidity management: The Authority uses cash flow forecasting to determine the maximum period for
which funds may prudently be committed. The forecast is compiled on a prudent basis to minimise the risk
of the Authority being forced to borrow on unfavourable terms to meet its financial commitments. Limits on
long-term investments are set by reference to the Authority’s medium-term financial plan and cash flow
forecast.
Treasury Management Indicators
The Authority measures and manages its exposures to treasury management risks using the following
Principal sums invested for periods longer than a year: The purpose of this indicator is to control the
Authority’s exposure to the risk of incurring losses by seeking early repayment of its investments. The
limits on the long-term principal sum invested to final maturities beyond the period end will be:
Price risk indicator
Limit on principal invested beyond year end

2019/20

2020/21

2021/22

£4m

£4m

£4m

Related Matters
The CIPFA Code requires the Authority to include the following in its treasury management strategy.
Financial Derivatives: In the absence of any explicit legal power to do so, the Authority will not use
standalone financial derivatives (such as swaps, forwards, futures and options). Derivatives embedded
into loans and investments, including pooled funds and forward starting transactions, may be used, and
the risks that they present will be managed in line with the overall treasury risk management strategy.
Markets in Financial Instruments Directive: The Authority has opted up to professional client status with
its providers of financial services, including [advisers, brokers and fund managers], allowing it access to a
greater range of services. Given the size and range of the Authority’s treasury management activities, the
Director of Finance believes this to be the most appropriate status.
Financial Implications
The budget for investment income in 2019/20 is £40,000 whilst the budget for debt interest paid in 2019/20
is £400,000. If actual levels of investments and borrowing, or actual interest rates, differ from those
forecast, performance against budget will be correspondingly different.
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Other Options Considered
The CIPFA Code does not prescribe any particular treasury management strategy for local authorities to
adopt. The Director of Finance, having consulted the Chair of the Authority, believes that the above strategy
represents an appropriate balance between risk management and cost effectiveness. Some alternative
strategies, with their financial and risk management implications, are listed below.

Alternative
Invest in a narrower range of
counterparties and/or for shorter
times
Invest in a wider range of
counterparties and/or for longer
times
Borrow additional sums at longterm fixed interest rates

Impact on income and
expenditure
Interest income will be lower

Interest income will be higher

Debt interest costs will rise; this
is unlikely to be offset by higher
investment income

Borrow short-term or variable
loans instead of long-term fixed
rates

Debt interest costs will initially
be lower

Reduce level of borrowing

Saving on debt interest is likely
to exceed lost investment
income

Impact on risk management
Lower chance of losses from
credit related defaults, but any
such losses may be greater
Increased risk of losses from
credit related defaults, but any
such losses may be smaller
Higher investment balance
leading to a higher impact in the
event of a default; however
long-term interest costs may be
more certain
Increases in debt interest costs
will be broadly offset by rising
investment income in the
medium term, but long-term
costs may be less certain
Reduced investment balance
leading to a lower impact in the
event of a default; however
long-term interest costs may be
less certain
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Appendix A – Arlingclose Economic & Interest Rate Forecast December 2018
Underlying assumptions:
 The MPC left Bank Rate unchanged at the September meeting, after voting unanimously to
increase Bank Rate to 0.75% in August.


Our projected outlook for the UK economy means we maintain the significant downside risks to our
interest rate forecast. The UK economic environment is relatively soft, despite seemingly strong
labour market data. GDP growth recovered somewhat in Q2 2018, but the annual growth rate of
1.2% remains well below the long term average. Our view is that the UK economy still faces a
challenging outlook as the country exits the European Union and Eurozone economic growth
softens.



Cost pressures were projected to ease but have risen more recently and are forecast to remain
above the Bank’s 2% target through most of the forecast period. The rising price of oil and tight
labour market means inflation may remain above target for longer than expected. This means that
strong real income growth is unlikely in the near future.



The MPC has a bias towards tighter monetary policy but is reluctant to push interest rate
expectations too strongly. We believe that MPC members consider both that: 1) ultra-low interest
rates result in other economic problems, and 2) higher Bank Rate will be a more effective policy
weapon should downside Brexit risks crystallise and cuts are required.



The global economy appears to be slowing, particularly the Eurozone and China, where the effects
of the trade war has been keenly felt. Despite slower growth, the European Central Bank is
adopting a more strident tone in conditioning markets for the end of QE, the timing of the first rate
hike (2019) and their path thereafter. Meanwhile, European political issues, mostly lately with Italy,
continue.



The US economy is expanding more rapidly. The Federal Reserve has tightened monetary policy
by raising interest rates to the current 2%-2.25% range; further rate hikes are likely, which will start
to slow economic growth. Central bank actions and geopolitical risks have and will continue to
produce significant volatility in financial markets, including bond markets.

Forecast:


The MPC has maintained expectations of a slow rise in interest rates over the forecast horizon.
Our central case is for Bank Rate is to rise twice in 2019. The risks are weighted to the downside.



Gilt yields have remained at low levels. We expect some upward movement from current levels
based on our interest rate projections, the strength of the US economy and the ECB’s forward
guidance on higher rates. However, volatility arising from both economic and political events will
continue to offer borrowing opportunities.
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Dec-18 Mar-19 Jun-19 Sep-19 Dec-19 Mar-20 Jun-20 Sep-20 Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Average
Official Bank Rate
Upside risk
Arlingclose Central Case
Downside risk

0.00
0.75
0.00

0.00
1.00
0.50

0.00
1.00
0.50

0.00
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.25
1.25
0.75

0.17
1.17
0.65

3-mth money market rate
Upside risk
Arlingclose Central Case
Downside risk

0.10
0.80
0.20

0.10
1.00
0.50

0.10
1.10
0.60

0.10
1.20
0.70

0.15
1.30
0.80

0.20
1.30
0.80

0.20
1.25
0.75

0.20
1.20
0.75

0.20
1.20
0.75

0.20
1.20
0.75

0.20
1.20
0.75

0.20
1.20
0.75

0.20
1.20
0.75

0.17
1.17
0.68

1-yr money market rate
Upside risk
Arlingclose Central Case
Downside risk

0.20
1.05
0.35

0.30
1.25
0.50

0.30
1.35
0.60

0.35
1.40
0.75

0.35
1.50
0.75

0.35
1.45
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.35
1.40
0.75

0.33
1.37
0.69

5-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.15
1.15
0.30

0.20
1.20
0.35

0.25
1.25
0.45

0.35
1.35
0.50

0.35
1.40
0.60

0.35
1.40
0.60

0.35
1.35
0.60

0.35
1.35
0.60

0.35
1.30
0.60

0.35
1.30
0.60

0.35
1.30
0.60

0.35
1.30
0.60

0.35
1.30
0.60

0.32
1.30
0.54

10-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.20
1.60
0.30

0.25
1.65
0.45

0.25
1.65
0.50

0.35
1.70
0.55

0.35
1.75
0.60

0.35
1.75
0.60

0.35
1.75
0.60

0.35
1.70
0.60

0.35
1.70
0.60

0.35
1.70
0.60

0.35
1.70
0.60

0.35
1.70
0.60

0.35
1.70
0.60

0.32
1.70
0.55

20-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.20
1.90
0.30

0.25
1.95
0.40

0.25
1.95
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.35
2.00
0.45

0.32
1.98
0.43

50-yr gilt yield
Upside risk
Arlingclose Central Case
Downside risk

0.20
1.80
0.30

0.25
1.85
0.40

0.25
1.85
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.35
1.90
0.45

0.32
1.88
0.43

PWLB Certainty Rate (Maturity Loans) = Gilt yield + 0.80%
PWLB Local Infrastructure Rate (Maturity Loans) = Gilt yield + 0.60%
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ITEM 7
OPEN

DECISION

DERBYSHIRE FIRE & RESCUE AUTHORITY
14 FEBRUARY 2019
REPORT OF CHIEF FIRE OFFICER/CHIEF EXECUTIVE AND
DIRECTOR OF FINANCE/TREASURER
REVENUE BUDGET 2019/2020 AND THE MEDIUM TERM FINANCIAL PLAN
FOR 2019/2020 TO 2022/2023
1.

Purpose of Report

1.1 To present proposals for the 2019/2020 Revenue Budget and the Medium Term
Financial Plan (MTFP) for 2019/2020 to 2022/2023. It outlines assumptions,
including pay and inflation increases, growth and savings, contained within the
budget estimates. The report serves to inform and update Members on the
following:









The Local Government Finance Settlement 2019/2020;
The Proposed Revenue Budget 2019/2020;
Council Tax and Precepting Options;
Feedback on Budget and Service Consultations;
Financial Settlements for 2019/2020 and Future Years;
The Four Year Financial Plan;
IRMP Programme (Year 3 of 3);
The Robustness of Estimates and Level of Reserves.

1.2 This report builds on the Medium Term Financial Strategy presented to Members
on the 6 December 2018 and is framed in accordance with the agreed Strategy
from that meeting.
2.

Recommendations

2.1 That Members formally approve a net budget requirement of £37.9m for
2019/2020 based on the information as presented in Section 5 of the report, and
summarised in Appendix 1.
2.2 That Members note the Local Government Settlement, Council Tax Base and
Collection Fund positions as outlined in Section 6 of the report.
2.3 That Members determine the budget requirements and the precept increase of
either Preferred Option 1 – Increase of 2.98% or Option 2 – Increase of 1.98%
(based on the options outlined in section 6 of the report and Appendices 2a and
2b).
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2.4 That Members agree to notify the precept to the Billing Authorities, based on the
determination of the precept.
2.5 That Members note the medium term financial position for 2019/2020 to
2022/2023 and, in particular, measures taken to balance the 2019/2020 budget,
and the financial pressures in subsequent years (Sections 5 and 9 of this report).
2.6 That Members note the Director of Finance/ Treasurer’s comments about the
robustness of estimates, adequacy of reserves and potential liabilities that may
arise in future years (Section 11 of this report).
2.7 That Members note a separate report on this agenda outlining the 2019/2020 to
2022/2023 Capital Programme, Prudential Code Report and Treasury
Management Strategy.
3.

Summary
How is the Service doing?

3.1 The Fire and Rescue Service continues to provide a responsive and high
performing service to our communities as highlighted in last year’s Annual
Report: Annual_Report_2017-18.pdf
Whilst austerity remains to 2019/2020 (at least), the continued challenges force
new ways of working, through shared approaches to issues like estates,
3.2 procurement and training, employment arrangements, and mobilisation.
Derbyshire Fire and Rescue Service is well placed to safeguard its emergency
operations and to continue to protect public safety through ‘Invest to Save’
initiatives and an ongoing commitment to collaborative working.
The Authority has secured its strong financial position not least through its ability
to make key decisions, particularly around savings to its establishment (Service
3.3 restructure 2011, Review of Duty System, Swadlincote Fire Station, SLT Review
2016 and support establishment reductions, Review of Duty System, Matlock
and Glossop and Joint Control (2019/2020 IRMP)). It is clear that, in light of
projected budget deficits, the Authority cannot rely on the continued use of
reserves to balance the budget beyond 2019/2020. Members are referred to the
long term projection of DFRS reserves in Appendix 4.
How are the public finances?
The Chancellor of the Exchequer Philip Hammond delivered his 2018 Autumn
Budget on 29 October amidst claims that public finances had reached a turning
3.4 point and that the ‘era of austerity is finally coming to an end’. Since
2009/2010
the deficit has fallen by four-fifths, from 9.9% to 1.9%. Public debt peaked in
2016/2017 and is now falling. On average, spending on public services will grow
at 1.2% above inflation a year from next year until 2023/2024.
The Prime Minister announced additional NHS funding (June 2018), pledging a
3.5 3.4% increase per year for the next 5 years. After Social Security spending, the
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NHS is the single biggest element of Government spending, so a £20.5bn
increase in NHS funding will have a significant impact for public finances. The
Government is planning to eliminate the Deficit by the mid-2020s.

‘A minimal definition of ending austerity for public services would require an
additional £19 billion in 2022/2023’
Source: IFS

3.6 Alongside the Local Government Finance Settlement for 2019/2020, the
Government published a consultation on its plan for a national 75% Business
Rates Retention from the following year, 2020/2021. However, funding from local
taxes available in future years is unlikely to keep pace with rising spending
pressures in coming years (IFS). Indeed, without additional funding sources,
many services could see cuts into the 2020s and beyond.
FORECASTS
Headline economic forecasts for the UK
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3.7 UK growth forecasts are projected to be slightly higher than over 2018 after two
consecutive years of slower growth. However, forecasters still expect investment
to be held back by Brexit-related uncertainties.

3.8 Throughout 2018, there was a lot of political and economic uncertainty
surrounding Brexit negotiations, with increased fears of a hard-Brexit or no-deal
Brexit causing Sterling to weaken against the US Dollar and the Euro. The
Government is providing £500m of additional funding for departments to prepare
for Brexit. This is additional to the £1.5bn already announced for 2019/2020.
3.9 2018 saw the second increase in the interest rate by the Bank of England in ten
years, from 0.5% to 0.75%. The Governor of the Bank of England explained this
increase was a response to a rebound in economic growth and that he was
confident that the weak patch at the start of 2018 was temporary. The rate rise
came with the guidance that there would be gradual and limited rate increases
in future.
What does the Service still need to save?
3.10 Appendix 1 presents the budget forecasts for 2019/2020 to 2022/2023. The
anticipated deficit, taking account of ‘Integrated Risk Management Plan (IRMP)’
savings and based on a 2.98% increase in the precept is summarised below. It
is worth noting that the current 4 year settlement runs to 2019/2020 and years
2020/2021 to 2022/2023 are best and early estimates at this stage:
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2019/2020
2020/2021
2021/2022
2022/2023

£
0*
1.11m
1.81m
2.13m

*Assumes a
contribution
from reserves

3.11 The position based on a 1.98% Council Tax increase in 2019/2020 is outlined
below:

2019/2020
2020/2021
2021/2022
2022/2023

£
0*
1.35m
2.06m
2.38m

*Assumes a
contribution
from reserves

3.12 Members should note the measures taken to arrive at a balanced budget in
2019/2020 (see para 3.19 below) and the level of savings targeted over the
period to 2022/2023.
3.13 Had the Authority not taken early action to secure sustainable savings through
the Effectiveness Programme, ‘Fit to Respond’ programme and the IRMP
projects, then the projected deficit for 2019/2020 would be in the region of £11m,
extending to a deficit of around £13m in 2022/2023.
What assumptions have been made in developing the budget and what do
they mean for us?
Precept options
3.14 The figures are based on annual council tax increases of 2.98% in 2019/2020
(1.98% future years). Latest modelling shows that comparatively, precepting (at
2.98%) provides an additional £0.24m to the Authority in 2019/2020, and £0.98m
over the period 2019/2020 to 2022/2023. The 2% referendum limit on council tax
increases has been lifted for years 2018/2019 to 2019/2020 to 3% for standalone
Fire and Rescue Services. This is considered further in paras 6.5 onwards.
3.15 The options on whether to raise precept have been consulted on with the Public.
Options to precept at 2.98% are considered in more detail in Section 6. Members
have also been briefed on uncertainly in respect of:









principal funding streams;
business rates retention;
inflation and operational pay award variables;
increases to employer pension contributions;
financing of the Capital Programme, and borrowing;
other budget assumptions;
the level of reserves the Authority holds; and
the medium term financial position.
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Ability to contribute to reserves
3.16 In arriving at a balanced position, the proposed budget does not provide for a
Revenue Contribution to Capital in years 2019/2020 and 2020/2021. Provision
for a £0.3m contribution in years 2021/2022 and 2022/2023 has been
maintained. This will contribute towards future capital project costs such as our
continued investment in ICT, Property, and Transport. This is considered prudent
in light of capital funding uncertainties but will be kept under review, particularly
as more details are provided on potential funding for Government programmes.
Managing vacancies
3.17 In addition Members should note an additional £0.26m pay budget adjustment
(reduction) to reflect the impact of the operational staff retirement profile and
vacancy management generally. This has been applied across all years of the
MTFP, so 2019/2020 through to 2022/2023, and is in line with prior year
operational staffing budget underspends. Assumptions take account of the
retirement profile and future plans for wholetime firefighter recruitment.
Budget growth and savings
3.18 The proposed budget incorporates savings of £1.8m in 2019/2020 (£0.15m in
2018/2019), before taking account of one-off savings of £0.2m arising through
policy decisions. These are outlined in more detail in Section 10 of this report.
The requirement for growth items amounts to some £1.2m (£0.55m 2018/2019).
These are incorporated within the proposed budget, and are discussed in more
detail in Section 5. The Authority’s concerted approach to securing savings has
protected the front line and supports the approach that ‘extraordinary items’,
unexpected budget pressures, or costs arising from new statutory, legislative or
corporate initiatives will be funded through reserves as necessary. The strategy
of increasing reserves for Invest to Save and capital investment purposes
ensures that the Service takes a long term approach to providing a resilient and
sustainable Service (Section 10 refers).
3.19 After taking account of pay and other inflation, ongoing budget pressures,
and savings items, Members should note that a contribution of £0.6m is
required from the Strategic Risk Reserve in order to balance the budget in
2019/2020. This should be considered alongside a Managed Vacancy
reduction applied to operational pay budgets, other Staffing Budget
reductions, and the removal of a Revenue Contribution to Capital in years
2019/2020 and 2020/2021.
3.20 Members are also reminded of a £0.8m contribution from the Strategic Risk
Reserve necessary to balance the 2018/2019 budget, and that reserves
cannot be relied upon to bridge funding shortfalls as a sustainable
measure.
3.21 CIPFA guidance sets out the legal requirement that a Revenue Budget
deficit is not permissible when it cannot be covered by revenue reserves,
this applies to any future financial year.
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4.

Local Government Finance Settlement 2019/2020

4.1 Derbyshire Fire and Rescue Service is funded through a combination of business
rates, central government grants, and council tax. The Service also generates
other smaller sources of income through rents, fees and charges, investments
and contributions.
4.2 This altered in 2018/2019 with Derbyshire Fire being accepted as a pilot authority
for 100% business rate retention, along with Derby City Council, Derbyshire
County Council and other borough and district councils. Derbyshire Fire will
remain part of the Derbyshire Business Rates Pool in 2019/2020 (at 50% rate
retention). The Business Rate Baseline has been calculated to adjust the tariff /
top ups, to ensure that the position is fiscally neutral. The Authority anticipates
an additional benefit of around £100,000 through Pool arrangements in
2019/2020.
4.3 The Local Government Finance Settlement is the annual determination of
funding to local government. The Ministry of Housing, Communities and Local
Government (MHCLG) announced the Local Government Settlement for
2019/2020 on 13 December 2018, this being the fourth and final year of the multiyear settlement.
4.4 The Settlement Funding Assessment for 2019/2020 is £13.0m, a reduction of
£0.4m (2.9%) compared to the 2018/2019 allocation of £13.4m.
Formula Funding (Revenue Support Grant and Business Rates) 2019/2020
4.5 The consultation on the Local Government Finance Settlement ran from 13
December 2018 to 10 January 2019, and feedback is currently being analysed.
Relevant headline announcements are as follows:


The Government confirmed the final year of the four-year funding deal,
which was accepted by 97% of authorities, including DFRS, at the
2016/2017 Local Government Finance Settlement in return for publishing
Efficiency Plans.



Proposals for Council Tax referendum principles in 2019/2020 were
outlined, including a core principle of up to 3% applicable to Fire and
Rescue Authorities. The continuation of an additional 2% flexibility on the
Adult Social Care precept, and Police and Crime Commissioner increases
of up to £24 were also outlined.



The Government’s approach to eliminating Negative Revenue Support
Grant1 in 2019/2020, and additional Social Care Grant funding for Adult and
Children’s Services following announcements in the Autumn Budget 2018.

4.6 The Government continues to work towards significant reform in the Local
Government finance system to include Business Rates Retention, including
resetting Business Rates Baselines. In 2018/2019, a range of local authorities
1

This is where, as a result of funding reductions through the formula changes, the Revenue Support Grant
(RSG), is equivalent to a further reduction in funding.
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piloted 100% Business Rates Retention, this included DFRS. It was announced
in July 2018 that five Local Authorities in devolution deal areas would be
extended into 2019/2020.
4.7 The Government confirmed that 15 areas would pilot 75% Business Rates
Retention in 2019/2020, with DFRS reverting to 50% retention under previous
Derbyshire Pool arrangements.

4.8 The Authority’s estimates include a Section 31 compensation grant of £476,990
in 2019/2020 (£500,000 years 2020/2021 to 2022/2023). The grant recompenses
authorities for their individual reduction in non-domestic rating income arising
through business rates measures announced at autumn statements.
The Localism Act and Council Tax Referendums
4.9 The Localism Act 2011 abolished Council Tax capping in England and instead
introduced a power for local electorates to approve or veto excessive council tax
rises. From 2012/2013 onwards, an authority setting a council tax increase which
exceeds principles endorsed by the House of Commons alongside the Local
Government Finance Settlement is required to hold a council tax referendum, the
result of which is binding.
4.10 The Secretary of State announced that referendum principles would apply to
council tax increases in excess of 3% for years 2018/2019 and 2019/2020. This
is an increase on the 2017/2018 referendum limit of 2%, bringing council tax
broadly in line with current levels of inflation.
4.11 Options for precepts will be considered alongside the Authority’s level of
reserves, consultation results and the Medium Term Financial Strategy and
Financial Plan 2019/2020 to 2022/2023.
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Specific Grants 2019/2020
4.12 It is anticipated within financial plans that the Home Office will continue to meet
its commitment to provide New Burdens funding to Fire and Rescue Authorities
for the provision of FireLink. The precise allocation is anticipated to be in line
with previous years (FireLink £203,300, 2018/2019), subject to confirmation of
the contractual CPI to be applied for the financial year 2019/2020.
4.13 MHCLG typically circulate the Fire and Rescue Revenue Grant Determinations
to Fire and Rescue Authorities in June, with payments then being made monthly
across the year, the initial payment being retrospective. It is anticipated that
2018/2019 allocations will be published to a similar timescale.
4.14 Following the outcome of the Mass Decontamination Capability review, the
budget assumes that New Dimensions Fire Revenue Grant will cease in
2019/2020, further to the decommissioning of the Incident Response Units at
Alfreton.
4.15 Emergency Services Mobile Communications Programme (ESMCP) – the
operational communications network that will replace Airwave is expected to cost
less than FireLink for equivalent usage. This will be provided by a major national
programme (ESMCP) to provide a secure communications network for the
Police, NHS and Fire. ESMCP is not a continuation of Firelink funding and it is
likely that ongoing revenue costs will be funded through RSG. It is hoped that the
current revenue deficit associated with Firelink, circa £0.1m per annum, will be
addressed through a more equitable resource allocation. It should be noted that
revenue costs will be proportional to the amount of voice and data usage on the
network and that the lower anticipated costs are on a like for like usage.
4.16 In 2016/2017 the Service received Capital Grant funding of £831,000 from the
Home Office to cover the associated project costs including security compliance,
devices, software upgrades and network connections. A further £168,000 Capital
Grant was received in 2017/2018. Additionally the Service has received Revenue
Grant of £169,000 to date.
Capital Grant 2019/2020
4.17 The Authority secured one-off funding of £1.5m in 2015/2016, following the
Services’ success in a bidding process for Transformational Funding towards the
cost of the Joint Headquarters. The Service does not anticipate any further
Capital Grant funding in 2019/2020 onwards. The Capital Programme 2019/2020
to 2022/2023 is included in a separate report on this agenda. The financing of
the Capital Programme is reflected in the Proposed Revenue Budget over the
period.
5.

Revenue Budget 2019/2020

5.1 The proposed 2019/2020 Revenue Budget is summarised below.
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Table 1: 2019/2020 Net Budget Requirement

Base Budget 2018/2019
Funding to Balance Base Budget 2018/2019
Increases:
Pay and Other Inflation
Ongoing Pressures on the Base Budget

£m
37.9
0.8

0.6
1.2

Reductions:
Ongoing Budget Reductions (Savings)
One-off Budget Reductions (Savings)
Revenue Contribution to Capital
Balancing Contribution from Strategic Risk
Reserve

-1.8
-0.2
0
-0.6

Net Budget Requirement 2019/2020

37.9

5.2 Pay and Other Inflation – the 2019/2020 proposed budget allows for pay
inflation of 2% for all categories of employee. Inflation has not been applied to
other Service budgets, other than Business Rates £63,000.
5.3 The 2019/2020 staffing budget and Medium Term Financial Plan allow for ongoing costs associated with Pension Scheme Auto Enrolment which requires
the Authority to automatically enrol employees into a pension scheme every three
years, effective from October 2013, and re-enrolment October 2016. Reenrolment will take place in October 2019.
5.4 Ongoing pressures associated with increasing employer pension contributions,
effective 2019/2020, are outlined below.
Ongoing Pressures
5.5 The 2019/2020 budget includes growth of £1.2m as outlined below.
5.6 Direct Employee Expenses - growth of £130,000 provides for changes to
Occupational Maternity and Adoption Leave Pay provision aligned to the
Diversity and Inclusion Strategy and the People Strategy, as approved by
Members in September 2018.
5.7 Direct Employee Expenses - Employer Pension Contributions - changes to
the discount rate used as part of the pension’s valuation reflect Office for Budget
Responsibility (OBR) changes to long-term growth forecasts. This has the effect
of increasing employer contributions from 17.6% to 30.2% from April 2019.
However, final contributions across the schemes are still to be finalised. This
results in an additional cost of £2.080m to the Service, reducing to £0.5m ongoing
after taking account of a contribution of £1.585m from HM Treasury in 2019/2020.
It is hoped that this additional cost beyond 2019/2020 will be better addressed
through the Spending Review.

Page 10 of 27

ITEM 7

5.8 DPFP - LLP Building Service Charge – this budget provides for the DFRS
share of the running costs of both the Joint Headquarters and the Joint Training
Centre, with a growth requirement of £275,600. Costs have previously been
absorbed into the LLP net costs resulting in a lesser profit redistributed to both
fire and police at year end. For transparency costs are now being shown gross
and are partially offset by increased profit returned to LLP members. This should
be considered alongside an expected Income / Dividend in the region of
£400,000 in year 2019/2020 onwards.
5.9 Licences and Contracts – growth of £290,000 is attributable to the realignment
of budgets to actual levels of expenditure on contracts, as well as increased
contract charges, particularly in relation to Microsoft licence costs. These costs
are partially offset by corresponding savings through realignment of budgets.
Funding the Cost of Change
5.10 Direct Employee Expenses – additional costs in the region of £250,000 provide
for the ongoing effect of Workforce Planning Group approval of fixed term
contracts specific to bolstering the ICT and Business Intelligence function, and
to enhancing our ICT performance and resilience. A further £50,000 arises
through Workforce Planning Group approvals specific to Human Resources
capacity to support the IRMP Projects. These additional fixed term costs will be
funded through the Invest to Save Reserve, and have a neutral effect on the
2019/2020 Revenue Budget, and that of future years.
5.11 Direct Employee Expenses - additional staffing costs in the region of £80,000
are in relation to temporary backfill arrangements for the Joint Director of Finance
role, capacity to support the development of an integrated HR / Payroll system,
new PPE rollout, and capacity to support new tax requirements after the
withdrawal of the Service Level Agreement from Derbyshire County Council. This
should be considered alongside potential savings in the region of £60,000 arising
through the proposed Joint Director of Finance role, and the avoidance of
significant consultancy costs in relation to complex tax advice; therefore resulting
in a net cost of approximately £20,000 to the Authority. This additional fixed term
cost will be funded through the Invest to Save Reserve and as such will have a
nil effect on the 2019/2020 Revenue Budget and that of future years.
Future Years Growth
5.12 Capital Financing Costs - growth of £80,000 in 2020/2021 (and a further
£120,000 in 2021/2022) is in respect of borrowing costs and aligns with the
Capital Programme and our planned Capital investment in the Service. It should
be considered alongside a reducing contribution to the Capital Development
Reserve and the removal of revenue provision to support Capital expenditure in
years 2019/2020 and 2020/2021 (£0.3m thereafter).
5.13 Members should note that in arriving at a balanced budget for 2019/2020 a
Revenue Contribution to the Capital Programme has not been provided for in
year 2019/2020 (or 2020/2021). Members are also reminded of the removal by
the Government of Capital Grant (circa £1.049m per annum) from 2015/2016
onwards. The Service will make every effort to secure Central Government
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funding towards future capital projects, should a resource similar to
Transformation Grant funding be made available.
5.14 After taking account of pay and other inflation, ongoing budget pressures,
and savings items, Members should note that a contribution of £0.6m is
required from the Strategic Risk Reserve in order to balance the 2019/2020
budget. Members are reminded that this is the second concurrent year that
Reserves have been required to present Members with a balanced budget
for approval, and that a contribution of £0.8m from the Strategic Risk
Reserve was required in 2018/2019.
6.

Council Tax and Precepting Options

6.1 Following the introduction of the Business Rates Retention Scheme in April 2013,
the district/borough and city councils are now required to take account of both
Council Tax and Business Rates collected in determining their surplus / deficits.
Council Tax Base/Band D Equivalent Properties
6.2 The Council Tax Base represents the number of taxable properties in Derbyshire.
There has been a significant increase in the number of taxable properties in
Derbyshire compared to 2018/2019. The increase of approximately 1.25%
results in additional income to the Authority of £0.3m before any council tax
increase is applied. This information was confirmed in writing by the billing
authorities by 31 January, the statutory deadline.
Council Tax and NNDR Surpluses
6.3 The Authority is entitled to a proportionate share of any surplus income from the
City and District Council Tax and NNDR Collection Funds. For 2019/2020 this is
a surplus of £0.1m. Full details are shown in Appendices 2a and 2b.
Implications
6.4 The net impact of the Financial Settlement, Specific Grant funding and changes
to the Council Tax base and NNDR income is a nil effect on the base budget for
2019/2020 (increase of £0.2m 2018/2019). Given the level of funding reduction
anticipated in future years, inflationary and pay award considerations, and the
anticipated duration of public sector austerity, the Authority should consider the
following precepting options. These should be considered alongside the
Authority’s level of reserves.
Preferred Option 1 – To increase Council Tax for a Band D property in
2019/2020 by 2.98% above 2018/2019 levels
6.5 This would increase Council Tax from its current level of £74.74 for a Band D
property to £76.97, representing an increase of £2.23. The increase proposed in
this option is below the current referendum threshold of 3% for Fire and Rescue
Services. It is proposed that the additional income of £0.24m generated by this
option is used to prevent further service delivery reductions, and to safeguard
the Service’s longer term financial resilience in light of expected continuing
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medium term financial challenges and likely on-going increased employer
pension contribution.
Option 2 – To increase Council Tax for a Band D property in 2019/2020 by
1.98% above 2018/2019 levels
6.6 This would increase Council Tax from its current level of £74.74 for a Band D
property to £76.22, representing an increase of £1.48. The increase proposed in
this option is below the current referendum threshold of 3% for Fire and Rescue
Services.
6.7 The table below shows the impact that both options will have on the range of
council tax bands (A to H) and the subsequent increase in council tax payable in
pounds and pence per annum. The decision around the level of increase in
council tax will need to be taken in consideration of the Authority’s level of
reserves, the Medium Term Financial Strategy, and the Medium Term Financial
Plan 2019/2020 to 2022/2023.
Cash Increase in Council Tax Bands from Options
Increase Value of Council Tax
in Council
Band per Annum
Tax
(Range from band A
to H)
%
£
2.98
51.31 to 153.94
1.98
50.81 to 152.44
7.

Increase in Council
Tax Band per Annum
(Range from
Band A to H)
£1.48 to £4.46
£0.98 to £2.96

Consultation Feedback

7.1 Consultation has taken place with the public on The Medium Term Financial
Strategy 2019/2020 to 2022/2023. As part of the consultation, members of the
Derbyshire community were asked to ‘have their say’ on our MTFS, which was
published alongside a shorter presentational version. The consultation was open
until 31 January 2019. No specific comments were received.
8.

Financial Settlements 2019/2020 and Future Years

8.1 The detailed position for 2019/2020 onwards, taking account of variables in all
sources of funding, remains unclear. 2019/2020 is the final year of the multi-year
settlement.
8.2 Assumptions around Revenue Support Grant in future years do not provide for
further reductions to this key funding stream. This is in keeping with budget
assumptions applied by partnering bodies and consideration of budget
assumptions by the Fire Finance Network. However Members should be aware
that in light of continuing national pressures, uncertainty around the implications
of Brexit, and similar, future reductions to RSG are not improbable.
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8.3 Clearly future funding will be impacted by the continued localisation of Business
Rate Retention in the medium term, and future consideration of the Derbyshire
Business Rate Pool (and/or Pilot) in the short term.
8.4 The overall position in the Medium Term Financial Plan 2019/2020 to 2022/2023
is illustrated in Appendix 1.
8.5 Even prior to the referendum, the Office of Budget Responsibility, in its long term
financial forecasts, pointed out that the ageing of the UK population was
projected to place significantly greater strain on public finances beyond
2019/2020. Increased spending on age related public services, in particular on
health and social care, would be offset only slightly by an increase in tax receipts
as a share of national income. Recent announcements around additional funding
for the NHS (June 2018), will clearly have implication on public finances.
8.6 Brexit may well increase the challenges facing public finances. Longer term
implications remain uncertain and will depend upon the timing of a return to
surplus, prospects for economic growth, and interest rates going forward.
Ongoing political and economic uncertainty surrounding Brexit negotiations, and
fears over a hard-Brexit or a no-deal Brexit, continue to impact on the strength of
the pound.
8.7 Beyond the deficit, the Government will need to turn its attention to reducing its
debts. When the deficit is eliminated, UK Government debt will need to be paid
down.
8.8 Other factors that are likely to have a significant impact or pressures on the
Authority are:
8.9 Pay – The Government have made it quite clear that pay restraint is vital to
supporting front line service delivery and ensuring medium term financial
stability, announcing a 0% cap on national pay awards across the sector
immediately after the financial crash of 2008.
8.10 A 1% increase was awarded to all staff in 2017 (and 2016). However, additional
public sector pay rises climbed to 2% for 2018/2019 and 2019/2020 based on
the Employers offer in the immediate term for support roles, this is discussed in
more detail in Section 9. Of note, an increase of 1% across all categories of staff
represents an annual budget pressure in the region of £0.3m. Pressures on
operational pay budgets in particular, due to protracted pay award negotiations,
should be noted.
8.11 Pensions – The increased cost of pensions arising from an ageing population,
higher pension ages and the reform of ill health benefits are having a significant
impact on the ongoing cost of pension payments. Members have been regularly
reminded of the threat of increasing employer pension contributions, through
regular Fire Authority Reports. With recent changes to the discount rate used as
part of the pension’s valuation, we see the threat of increasing employer
contribution costs coming to fruition in 2019 onwards. The net effect to the
Authority sees estimated additional costs of £0.5m per annum with final rates for
each scheme still to be finalised. It is hoped that this additional cost beyond
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2019/2020 might be addressed through the Spending Review but the Service will
need to plan for this likely on-going cost.
8.12 Additionally, The Court of Appeal has recently handed down a judgement in the
Firefighters Pension transitional appeals case. This is not yet binding and the
Government has made an appeal against this to the Supreme Court. The
financial impact of the judgement is not yet known, and whilst there is a budgetary
risk that firefighters pensions costs may increase as a result of this, it is too early
to make any firm assumptions.
8.13 The Medium Term Financial Plan also provides for a contribution to the local
government pensions deficit of £167,000 in 2019/2020 onwards. The likelihood
of further budget pressures in the area of pensions, due to an ageing population,
longevity assumptions and economic factors, cannot be overlooked.
9.

Four Year Financial Forecast 2019/2020 – 2022/2023

9.1 The tables below details indicative budgets for the next four years based on a
2.98% in Council Tax 2019/2020 and a 1.98% increase (1.98% 2020/2021
onwards). They assume a further 1% increase in the Council Tax base, and a
Collection Fund deficit of £0.1m 2020/2021 onwards. They take account of the
national impacts of pressures highlighted in section 8 with more detailed
assumptions discussed below.
Projected Four Year Financial Plan based on a 2.98% increase in Council
Tax in year 2019/2020 (1.98% 2020/2021 onwards)
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Projected Four Year Financial Plan based on a 1.98% increase in Council
Tax in year 2019/2020 onwards

9.2 A further table below illustrates the effect of an additional reduction in
Government funding (RSG) in 2020/2021. A further reduction of £0.4m reflects
the reduction applied in 2019/2020 (on 2018/2019 levels). In this scenario, the
deficit would rise to £2.8m in 2022/2023.
Projected Four Year Financial Plan based on further reductions in
Revenue Support Grant in year 2020/2021 (1.98% increase in Council Tax)

9.3 Funding assumptions, as outlined in the report, result in a deficit in the region of
£2.1m over the next four years if council tax is increased by 2.98% in 2019/2020
and 1.98% year on year thereafter. Years 2020/2021 to 2022/2023 projections
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should be considered to be indicative at this stage, and are subject to the
uncertainties over funding streams and the delivery of the IRMP 2019/2020.
Workings reasonably assume that savings identified are secure.
Pay Budgets
9.4 In the Summer Budget of July 2015 it was announced that public sector pay rises
would be capped at 1% a year for the next four years. However, real wages are
growing at rates not seen since before the recession. This has inevitably led to
pressure on public sector pay negotiations.
9.5 In anticipation of pressure on future public sector pay awards, general pay
inflation has been included over the period of the Medium Term Financial Plan
as follows:
2019/2020
2020/2021
2021/2022
2022/2023

2%
2%
2%
2%

9.6 As such, the budget allows for pay inflation of around £0.6m per annum.
Members should note the very real pressures around firefighter pay negotiations
(and broadening the firefighter role map) and support staff market supplements,
and the potential for this to impact adversely on future budgets.
9.7 Provision for price increases are based on the following assumptions.
2019/2020
2020/2021
2021/2022
2022/2023

0% *
2%
2%
2%

*Other than for Business Rates

10. The Effectiveness Programme, Fit to Respond and IRMP Programme
10.1 The ‘Effectiveness Programme’ covered the period 2011/2012 to 2014/2015, it
identified a number of initiatives designed to deliver sustainable ongoing savings
and to address significant funding reductions whilst maintaining effective frontline
service provision to the community. The Service achieved significant savings, as
outlined below:




Target Ongoing Savings £5.4m.
Total Savings £12.2m (ongoing savings £5.6m, one off savings £6.6m ).
Total Ongoing Savings £5.6m.

10.2 Effectiveness Programme savings should be considered alongside savings
monitored and delivered through Service Improvement savings, both cashable
and non-cashable.
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Fit to Respond Programme 2015/2017
10.3 During 2013/2014 the Service undertook a further comprehensive, service wide
review, the purpose of which was to assess more far reaching opportunities for
savings with more significant changes required in light of the saving requirements
in the medium term. Taking account of all responses, Derbyshire Fire and
Rescue Authority agreed to develop a new plan based on five Key Principles, to
address eleven Key Outcomes underpinning the strategy for future service
delivery.
IRMP Programme 2019/2020 (Year 3)
10.4 The latest savings targets against the themes can be found on the DFRS website
and in Appendix 3 (example Collaboration shown below):

10.5 Savings of £0.15m are on track to be delivered in the 2018/2019 financial year.
Savings of £1.8m ongoing (and £0.2m one-off) applied to the 2019/2020
Revenue Budget are outlined below.
10.6 This brings the total savings achieved by the Service over the period 2011/2012
to 2019/2020 to approximately £11m.
Planned Budget Savings – 2019/2020 Onwards
10.7 The 2019/2020 budget includes ongoing savings of £1.8m, more significant items
are outlined below.
Duty Systems
10.8 Direct Employee Expenses - at its meeting on 28 September 2017 and 7
December 2017, Members considered the business case and a number of
options relating to proposed changes to the duty systems at both Matlock and
Glossop Fire Stations. Further to Member approval to implement changes in
March 2018, savings in the region of £0.4m will be secured in the 2019/2020
financial year after taking account of pay protections. Fleet reductions aligned to
the Specials Review secure ongoing savings in the region of £16,000, and some
associated training cost savings.
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Collaboration
10.9 Direct Employee Expenses - savings of some £61,000 arise through
collaboration opportunities specific to the proposed role of the Joint Director of
Finance for Derbyshire Fire and Rescue Service and Derbyshire Constabulary,
and savings of £38,000 arise through the Joint Police / Fire Assets Role, both
of which were approved by Members in September 2018.
10.10 Other Government Grants and Other Income - Rental Income – additional
income, in the region of £55,000, will be received in 2019/2020 onwards from
blue light partners. This is due to the completion of new lease agreements
including Swadlincote and Bakewell Fire Stations, as well as the renegotiation
of existing leases following building adaptations.
10.11 Equipment, Furniture and Materials - Smoke Alarms - savings of £25,000
arise through a jointly negotiated regional Smoke Alarm pricing agreement with
suppliers, and more efficient stock management arrangements. Members will
be aware of an underspend of £40,000 on this budget heading in the 2018/2019
financial year.
Other Savings
10.12 Leasing Budget, External Interest and Minimum Revenue Provision budget savings of £150,000 in 2019/2020 represents a reduction in borrowing
costs, which reflect decisions around the outright purchase of Service vehicles
in the Capital Programme.
10.13 IT Contracts – savings of £144,000 represents contracts which have expired
or have been renegotiated, delivering savings to the Authority.
Further Measures Taken to Balance the 2019/2020 Budget
10.14 Contribution to Capital Development Reserve – a revenue contribution to
the Vehicle Replacement Fund was previously provided for in all years of the
Medium Term Financial Plan 2018/2019 to 2021/2022. The balance of this
Reserve was transferred to the Capital Development Reserve during
2018/2019, as both Reserves support capital expenditure generally.
10.15 In order to balance the 2019/2020 budget, and to reduce the reliance on our
Reserves to bridge the Revenue Budget funding shortfall, the contribution to
the Capital Development Reserve has been reduced by £410,000 in all years
of the proposed MTFP. This results in a contribution of £280,000 to the Capital
Development Reserve in 2019/2020 which should be considered alongside
the Revenue Contribution to Capital provision (of £0.3m in years 2021/2022
and 2022/2023) and borrowing costs in 2020/2021 onwards.
10.16 Direct Employee Expenses – in arriving at a balanced budget, a £260,000 pay
budget reduction has been applied. This reflects the impact of the operational
staff retirement profile and vacancy management generally. This has been
applied across all years of the MTFP, so 2019/2020 through to 2022/2023, and
is in line with prior year operational staffing budget underspends. Assumptions
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take account of the retirement profile and future plans for wholetime firefighter
recruitment.
10.17 This is in additional to a £240,000 reduction applied in 2018/2019 in order to
balance the budget, bringing the total ‘managed vacancy’ to £500,000 ongoing.
10.18 This measure should be considered alongside the removal of the Support
Overtime budget (£72,000), and the Agency Budget (£152,000), both of which
are on an ongoing basis.
10.19 This results in a staffing budget reduction of around £0.5m (cumulatively
£0.74m after taking account of 2018/2019 adjustments), which will affect
staffing budget underspends from 2019/2020 onwards. As Revenue Budget
underspends have previously been used to bolster our level of Reserves and
specifically our capital investment in the Service, Members should consider this
alongside our medium term Reserves position, and are referred to Appendix 4
accordingly.
10.20 The targeted ongoing budget savings, as shown across the Service
Development themes for 2019/2020 are detailed in Appendix 3.

Future Savings – Collaboration
10.21 Direct Employee Expenses - In December 2018, Derbyshire Fire and Rescue
Authority approved the business case for a Joint Control Room provision for
Nottinghamshire and Derbyshire Fire. Nottinghamshire Fire and Rescue
Authority also approved the same business case, with the Joint Fire Control
planned to be delivered in the 2019/2020 financial year. Annual savings in the
region of £350,000 will be achieved by both Services, although Members are
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aware of significant initial set up costs. These are anticipated to be in the region
of £350,000 (likely case, worst case £430,000) for Derbyshire Fire and Rescue
Service, and will be financed for the most part through reserves. The MTFP will
be updated for this saving when final approval has been given, and the position
becomes more certain.
11. Robustness of Estimates and Reserves - Assurance Statement from the
Treasurer
11.1 Section 25 of The Local Government Act 2003 requires the Director of
Finance/Treasurer to report to Members annually on the robustness of the
estimates included in the budget and the adequacy of the proposed financial
reserves. The Authority must take these into account when setting a precept.
11.2 The process involved in producing the estimates has taken into account all
known quantifiable financial impacts on the Authority’s budget. Inflation has been
added on the basis of best estimates and the budget has been closely
scrutinised.
11.3 A comprehensive analysis of reserves has been undertaken as part of the
2019/2020 budget setting process in order to identify any reserves that could be
set aside to support schemes which will deliver savings and to help fund any
short term deficit. To this end the Service has maintained an Invest to Save
Reserve for the amount of £0.5m (note future commitments against this).
11.4 Expenditure in 2018/2019 has been subject to close monitoring and control in an
attempt to increase the Authority’s level of reserves in accordance with agreed
policy to remain two years ahead of government cuts. The Forecast Outturn
Report (February 2019) outlines a managed underspend of £0.6m which reflects
strict controls over vacancy management and spend generally throughout the
year.
11.5 The projected 2018/2019 Revenue Budget underspend will be transferred to the
Strategic Risk Reserve at year end to offset the balance required to bridge the
2018/2019 funding gap (£809,580). Any additional balance will be transferred to
the Capital Development Reserve, which provides for future expenditure
specific to our capital projects. A contribution in the region of £3.9m from the
Capital Development Reserve during 2018/2019 to support capital spend
should be noted.
11.6 Judgements about reserves, to what extent they should be used or set aside,
can only be made at a local level. Uncertainty and risk is increasing, despite the
recent multiple year settlement. Future budgets present the dual challenge of
potential further funding reductions and continued financial reform (transfer of
ministerial responsibility, 75% business rates retention, financial implication of
Brexit, pension valuations and changing legislation, localisation of council tax
benefit and similar). This represents significantly greater uncertainty and risk
than would normally be the case. Members should be aware that recent
enhanced levels of Capital spend mean that our level of reserves have reduced
significantly.
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11.7 A contribution from the Strategic Risk Reserve of £0.6m required to balance the
2019/2020 budget should be noted, which cannot be sustained.
Level of Reserves
11.8 Estimated 2019/2020 Opening Reserves assume that £0.6m is transferred to
Reserves at year end 2018/2019, reflecting the projected Revenue Budget
underspend. Opening Reserves also take account of a Reserve contribution of
£0.8m required to balance the 2018/2019 Revenue Budget. The level of
Reserves reported provide an update to the Authority’s Efficiency Plan return
submitted to the Home Office in October 2016, and the Medium Term Financial
Strategy 2019/2020 to 2022/2023 as approved by Members in December 2018.

Estimated Opening Reserves

2019/2020
£000s

Capital Financing Deferral
Revenue Earmarked Reserves
General Fund Balance
Invest to Save Reserve
Strategic Risk Reserve
Tri Control / ESN Reserve
Subtotal

1,106
692
1,900
302
271
2,040
6,311

Revenue Budget underspend 2018/2019
Total

623
6,934

*Excludes ringfenced Capital Grant Unapplied £1,014,400

11.9 A statement of estimated reserves 2019/2020 to 2022/2023 is included at
Appendix 4.
11.10 A historic favourable level of reserves provided the Authority with a buffer
against budget shortfalls in forthcoming years and provided for a greater degree
of financial resilience, which allowed the Service to manage any reduction in
workforce through retirements and natural turnover of staff. However, as
Members will be aware, it is a finite fund and cannot be relied on indefinitely,
particularly in light of funding shortfalls in years 2018/2019 and 2019/2020.
11.11 General Reserves are maintained at 5% of net expenditure which is consistent
with published guidance from the Home Office and in line with the financial
strategy. Uncommitted or General Reserves are now below average for Fire
and Rescue Services.
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11.12 A risk assessment of key reserves is included below. The Medium Term
Financial Strategy 2019/2020 to 2022/2023 provides a robust and
comprehensive analysis which includes the Service’s published Reserves
Strategy
General Reserve
Purpose: To provide for any unexpected expenditure that cannot be managed
within existing budgets. Such expenditure would be one-off and extraordinary
in nature.
Activity: Volatile – likelihood is unpredictable. Significant impact, provides the
Authority with capacity to maintain operations in the event of significant one off
large scale incidents and pressures.
Procedure for management and control: the level and utilisation of the reserve
is formally determined by the Fire Authority, on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
Strategic Risk Earmarked Reserve
Purpose: To meet significant unforeseen pressures, changes in funding, major
incidents including environmental and large scale incidents, strike action,
business continuity and security implications. To provide temporary funding
from reserves to cover delays or shortfalls in delivering IRMP programme
savings and to provide an unallocated reserve to cushion the impact of funding
cuts.
Activity: Volatile – such events are unpredictable but need to be provided for.
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Significant impact, provides the Authority with capacity to maintain operations
in the event of significant one off large scale incidents and pressures.
Procedure for management and control: the level and utilisation of the reserve
is formally determined by the Fire Authority, on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
Invest to Save Earmarked Reserve
Purpose: To provide funding to deliver structural change and pump prime
projects which require investment to deliver savings in the longer term. The
reserve further provides for service and delivery improvements, funding for
which is not inherent in the base budget.
Activity: Uncertain – uncertainty in government funding and on-going effect of
local government reform, years 2017/2018 and beyond. Significant impact,
limited notice of changes in government policy and material sums of money are
involved.
Procedure for management and control: the level and utilisation of the reserve
is formally determined by the Fire Authority, on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
Tri Control and ESN Earmarked Reserve
Purpose: To provide for the uncertainty around the Tri-Control and ESMCP
projects and emerging requirements. To build capacity to support alternative
mobilising systems if required, the replacement for Airwave, the new
Emergency Services Network and meet other national resilience proposals.
Activity: Volatile – uncertainty in government funding and diminishing
opportunities to claim for New Burdens funding. Significant impact due to limited
notice of changes in government policy and material sums of money are
involved.
Procedure for management and control: the level and utilisation of the reserve
is formally determined by the Fire Authority, on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
Capital Development Earmarked Reserve
Purpose: To offset future borrowing costs and to fund future capital programme
schemes. This reserve provides for expenditure specific to our Property, ICT
and Transport Capital Programme, and is particularly valid in light of future
capital funding uncertainties.
Activity: Uncertain – uncertainty over capital grant and Transformation Funding.
Significant impact due to limited notice of changes in government policy and
material sums of money are involved.
Procedure for management and control: the level and utilisation of the reserve
is formally determined by the Fire Authority on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
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Workforce Contingency Earmarked Reserve
Purpose: To provide for employee related costs associated with internal
restructuring or the disestablishment of posts due to partnering opportunities,
to include voluntary and compulsory redundancy payments.
Activity: Uncertain – subject to organisational need and external funding
pressures. Impact is not anticipated to be significant.
Procedure for management and control: the level and utilisation of the
reserve is formally determined by the Fire Authority on the advice of, and
information supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
Ill Health Pension – Refund of Taxation Earmarked Reserve
Purpose: To provide for the potential refund of taxation on On Call Injury
Awards for the period prior to 2013.
Activity: Uncertain – subject to legal clarification.
Procedure for management and control: the level and utilisation of the
reserve is formally determined by the Fire Authority on the advice of, and
information supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
BA Training House R&M Fund Earmarked Reserve
Purpose: To provide for essential repairs and maintenance works to the fire
house units at Kingsway Fire Station and JTC, due to the expensive nature
of repair.
Activity: Uncertain – timing of requirement unknown. Potential for significant
impact given associated high cost.
Procedure for management and control: the level and utilisation of the
reserve is formally determined by the Fire Authority on the advice of, and
information supplied by the Director of Finance / Treasurer.
Timescale for Review: Annual.
System Development Earmarked Reserve
Purpose: Established to enable the development of key systems, such as
Agresso. Funding for development purposes is not inherent within the base
revenue budget.
Activity: Subject to timescale for upgrade, and ICT resource availability.
Impact has potential to be significant, due to the Service’s reliance on key
financial systems.
Procedure for management and control: the level and utilisation of the
reserve is formally determined by the Fire Authority on the advice of, and
information supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.
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Protecting the Most Vulnerable Earmarked Reserve
Purpose: Established to safeguard prevention activities currently undertaken
with partner agencies in the main, and to support schemes and partners in
providing health and wellbeing support to the most vulnerable members of
our community.
Activity: Uncertain – depends largely on partnership activities. Small financial
impact to DFRS, but potential for significant impact in the community, for
example, a house fire to horder’s premises.
Procedure for management and control: the level and utilisation of the
reserve is determined by Fire Authority on the advice of, and information
supplied by the Director of Finance / Treasurer.
Timescale for Review: Annual.
Carry Forwards Earmarked Reserve
Purpose: To provide for prior year underspends which have been approved
by Members for carry forwards purposes.
Activity: Expenditure to be incurred in full in the financial year following
approval. Minimal impact.
Procedure for management and control: the level and utilisation of the
reserve is formally determined by the Fire Authority on the advice of, and
information supplied by the Director of Finance / Treasurer.
Timescale for review: Annual.

11.13 The 2019/2020 Opening Reserves are considered to be of an appropriate level
to provide financial resilience in the medium term and will be key to the delivery
of planned reform. However, the continuance of significant funding reductions
in future years, the withdrawal of on-going capital grant and the need for
continued investment in the Service prevents a real risk.
11.14 The Authority is mindful of the need to continue to invest in service redesign,
collaborative working and to obtain future sustainable savings through the
streamlining and continuous review of its services.
12. Legal Considerations
12.1 The Authority has a statutory duty to notify its precept to Billing Authorities by 1
March 2019 and has no power to issue a supplementary precept.
12.2 Section 114 of the Local Government Finance Act 1988 requires the Treasurer
to report to Members and the External Auditor if the Authority or one of its officers
has made, or is about to make, a decision that involves incurring unlawful
expenditure (not setting a balanced budget would be classed as being unlawful).
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12.3 The Authority must also comply with the Accounts and Audit Regulations 2011
and ensure that the financial management of the Authority is adequate and
effective, and has a Duty of Best Value to make arrangements to secure
continuous improvement in the way in which its functions are exercised, having
regard to a combination of economy, efficiency and effectiveness.
13. Financial Considerations
13.1 This report is asking Members to consider the strategic financial direction of the
Authority. Members will need to take account of national, local and corporate
issues addressed in the report.
14. Inclusion and Equality Considerations
14.1 In considering the budget Members are under a legal duty to pay “due regard” to
the need to eliminate discrimination and promote equality with regard to race,
disability and gender, including gender reassignment, as well as to promote good
race relations. From April 2011 this equality duty was extended to cover age,
sexual orientation, pregnancy, maternity and religious belief.
This report has been approved by the following officers:
Strategic Leadership Team Meeting – 28.1.19
Contact Officer: Simon Allsop

Contact No: 01773 305410

Background Papers:
Revenue Budget Monitoring 2018/2019 (April 2018 to September)
Capital Monitoring and Prudential Update 2018/2019
Revenue Budget Outturn 2017/2018
Capital and Prudential Outturn 2017/2018 and Revised Capital Programme 2018/2019
Medium Term Financial Strategy 2019/2023
Revenue Budget 2018/2019 and the Medium Term Financial Plan for 2018/2019 to
2021/2022
Efficiency Plan 2016/2017
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Derbyshire Fire and Rescue Authority

Appendix 1

Proposed Revenue Budget 2019/2020 - 2022/2023

27,687,445
473,280
790,000
761,100
369,000
531,000
1,046,000
83,000
97,000
28,000
33,600
13,000
1,003,000
132,000
18,000
53,000
161,770
732,600
24,000
269,300
79,400
658,170
1,591,970
32,600
58,300
152,900
47,950
432,000
0
841,000
0
357,150
38,557,535

Proposed
Revenue
Budget
2019/2020
30,221,460
478,880
790,000
761,400
369,000
548,870
1,138,730
83,000
535,890
28,000
33,600
13,000
979,700
124,500
19,700
40,850
161,770
669,290
24,000
269,300
79,400
660,000
1,675,610
31,620
54,570
185,900
48,550
402,000
0
721,000
0
-692,560
40,457,030

Proposed
Revenue
Budget
2020/2021
30,826,870
493,260
813,700
784,240
380,070
565,340
1,172,890
85,490
551,970
28,840
34,610
13,390
1,009,100
128,240
20,290
42,080
166,620
689,390
24,720
277,380
81,780
679,800
1,725,880
32,570
56,210
189,960
50,010
450,000
0
721,000
0
-71,000
42,024,700

Proposed
Revenue
Budget
2021/2022
31,444,410
508,080
838,110
807,760
391,470
582,300
1,208,080
88,050
568,530
29,710
35,650
13,790
1,039,370
132,090
20,900
43,340
171,620
710,050
25,450
285,700
84,240
700,190
1,777,650
33,550
57,900
194,120
51,510
540,000
0
721,000
300,000
-61,730
43,342,890

Proposed
Revenue
Budget
2022/2023
32,074,340
523,330
863,260
831,990
403,210
599,770
1,244,320
90,690
585,590
30,600
36,720
14,200
1,070,550
136,050
21,530
44,640
176,770
731,340
26,220
294,270
86,770
721,200
1,830,980
34,550
59,640
198,430
53,060
540,000
0
721,000
300,000
-52,180
44,292,840

-23,514,790
0
-14,412,035
-630,710
-38,557,535

-24,375,290
-4,200,000
-8,801,370
-3,080,370
-40,457,030

-24,954,270
-4,200,000
-8,664,800
-3,093,380
-40,912,450

-25,450,350
-4,200,000
-8,790,410
-3,088,380
-41,529,140

-25,956,360
-4,200,000
-8,917,200
-3,088,380
-42,161,940

0

0

1,112,250

1,813,750

2,130,900

Budget
2018/2019
EMPLOYEES

PREMISES RELATED

DIRECT EMPLOYEE EXPENSES
INDIRECT EMPLOYEE EXPENSES
PENSION
REPAIRS, ALTERATIONS AND MAINTENANCE OF BUILDINGS
ENERGY COSTS
RENTS
RATES
WATER

CLEANING AND DOMESTIC SUPPLIES
GROUNDS MAINTENANCE COSTS
PREMISES INSURANCE
REFUSE COLLECTION
TRANSPORT RELATED DIRECT TRANSPORT COST
CONTRACT HIRE AND OPERATING LEASES
PUBLIC TRANSPORT
CAR ALLOWANCES
TRANSPORT INSURANCE
SUPPLIES AND SERVICES
EQUIPMENT, FURNITURE AND MATERIALS
CATERING
CLOTHES, UNIFORMS AND LAUNDRY
PRINTING, STATIONERY AND GENERAL OFFICE EXPENSES
SERVICES (INCLUDES OCC HEALTH, INSURANCE, EXTERNAL AUDITOR FEES)
COMMUNICATIONS AND COMPUTING
EXPENSES
GRANTS AND SUBSCRIPTIONS
MISCELLANEOUS EXPENSES
THIRD PARTY PAYMENTSOTHER LOCAL AUTHORITIES
CAPITAL FINANCING COSTS
INTEREST PAYMENTS
DEBT MANAGEMENT EXPENSES
OTHER
MINIMUM REVENUE PROVISION
REVENUE CONTRIBUTIONS TO CAPITAL
CONTRIBUTION TO / FROM EARMARKED RESERVE
SUBTOTAL EXPENDITURE BUDGET
INCOME

PRECEPT INCOME AND SURPLUS ON COLLECTION FUND
REVENUE SUPPORT GRANT
NATIONAL NON DOMESTIC RATES
OTHER GOVERNMENT GRANTS AND OTHER INCOME
SUBTOTAL INCOME BUDGET

PROJECTED SURPLUS (-) / DEFICIT

Appendix 2a

Council Tax Precept Values - 2.98% Increase in Council Tax
2019/2020
Taxbase

Amount Due in
Council Tax in
2019/2020
£

(Band D Equivalent
Properties)

Precept Required for Service Spend

Totals

Collection Fund DFRS Share of
Surplus
Deficits
£
£

Amount
Due in
Total
£

24,317,913

315,940.14

24,317,913

173,111

0

Amber Valley

39,539.86

3,043,383

24,201

3,067,584

Bolsover

21,982.87

1,692,022

0

1,692,022

Chesterfield

29,000.63

2,232,178

(1,183)

2,230,995

Derby City

68,679.00

5,286,223

31,927

5,318,150

Derbyshire Dales

28,914.13

2,225,521

3,286

2,228,807

Erewash

32,988.80

2,539,148

864

2,540,012

High Peak

30,575.00

2,353,358

28,800

2,382,158

North East Derbyshire

30,957.85

2,382,826

40,416

2,423,242

South Derbyshire

33,302.00

2,563,255

44,800

2,608,055
173,111

Council Tax Bands
Band

Council Tax
2018/2019
£

Council Tax
2019/2020
£

A

49.83

51.31

B

58.13

59.87

C
D

66.44
74.74

68.42
76.97

E

91.35

94.07

F

107.96

111.18

G

124.57

128.28

H

149.48

153.94

24,491,024

Appendix 2b

Council Tax Precept Values - 1.98% Increase in Council Tax
2019/2020
Taxbase

Amount Due in
Council Tax in
2019/2020
£

(Band D Equivalent
Properties)

Precept Required for Service Spend

Totals

Collection Fund DFRS Share of
Surplus
Deficits
£
£

Amount
Due in
Total
£

24,080,957

315,940.14

24,080,957

173,111

0

24,254,068

Amber Valley

39,539.86

3,013,728

24,201

3,037,929

Bolsover

21,982.87

1,675,534

0

1,675,534

Chesterfield

29,000.63

2,210,428

(1,183)

2,209,245

Derby City

68,679.00

5,234,713

31,927

5,266,640

Derbyshire Dales

28,914.13

2,203,835

3,286

2,207,121

Erewash

32,988.80

2,514,406

864

2,515,270

High Peak

30,575.00

2,330,427

28,800

2,359,227

North East Derbyshire

30,957.85

2,359,607

40,416

2,400,023

South Derbyshire

33,302.00

2,538,278

44,800

2,583,078
173,111

Council Tax Bands
Band

Council Tax
2018/2019
£

Council Tax
2019/2020
£

A

49.83

50.81

B

58.13

59.28

C

66.44

67.75

D

74.74

76.22

E

91.35

93.16

F

107.96

110.10

G

124.57

127.03

H

149.48

152.44

(Basic Relevant Amt)

13.48051434

APPENDIX 3

IRMP THEMES

SERVICE DEVELOPMENT

DESCRIPTION

Collaboration and Shared Services:

Joint Police and Fire
Headquarters, Training Centre
and Tri-Control Project

Community Safety and Partnership
Workings:

The Service will explore the
opportunities to further develop
joint community safety and
response working

Service Improvement and Layers of
Assurance:

To improve the efficiency and
effectiveness of service delivery
through developing our people,
processes and systems

SAVINGS
ACHIEVED IN
2016/2017

SAVINGS
ACHIEVED IN
2017/2018

SAVINGS
ACHIEVED IN
2018/2019

£

£

£

94,000

‘Just in time’ not just in case

Made up of:
Level 1: Day to day continuous
improvement

SAVINGS TARGET
2019/2020

IRMP TARGET
SAVINGS
2020/2023
£

71,000

153,600

20,000

25,000

2,130,900

Support services - Effective
procurement, people and
budget management
133,000

224,100

Support services
518,000

Level 2: Review of processes and systems

218,000

30,000

Support services - ICT
Review Staffing Levels, Duty Systems and
Ways of Working:

This will focus on matching the
Service's limited and reducing
resources to the level of
community and firefighter risk
whilst protecigng jobs through
effective vacancy management

560,000
144,470

950,000

104,000

35,000

660,000

1,601,000

416,000

156,000

1,767,170

Target Savings will be subject to further analysis as business cases and reviews are developed.
Collaboration and Shared Services - subject to business case and further analysis of joint opportunities. and the budget will be reduced accordingly.

2,130,900

STATEMENT OF ESTIMATED LEVEL OF RESERVES 2018/2019 TO 2022/2023

Opening
Balance

Reserves

2018/2019
£
REVENUE

Transfer to
Reserve

Transfer
from
Reserve

£

£

APPENDIX 4

Estimated
Opening
Balance
2019/2020
£

Transfer to
Reserve

Transfer
from
Reserve

£

£

Estimated
Opening
Balance
2020/2021
£

Transfer to
Reserve

Transfer
from
Reserve

£

£

Estimated
Opening
Balance
2021/2022
£

Transfer to
Reserve

Transfer
from
Reserve

£

£

Estimated
Opening
Balance
2022/2023
£

Usable Earmarked Reserves

2,533,193
220,000
180,000
157,270
14,370
1,662,820
37,185
187,853
19,256
159,226
30,000
135,000

Capital Development Reserve
Workforce Contingency Reserve
Ill Health Pensions - Refund of Taxation
BA Training House R&M fund
System Development Reserve
Vehicle Replacement Fund
HQ Telecoms - Legal Costs
Protecting the Most Vulnerable
Estimated Mileage Costs - Joint Headquarters
Insurance Reserve - Accident A50
Fire Station Furniture Replacement
Personal Protective Equiment

2,532,046
0
0
20,000
0
869,226
0
0
0
0
0
0

(3,958,832)
0
0
(47,000)
0
(2,532,046)
(37,185)
(40,000)
(19,256)
(159,226)
(30,000)
(135,000)

1,106,407
220,000
180,000
130,270
14,370
0
0
147,853
0
0
0
0

280,000
0
0
20,000
0
0
0
0
0
0
0
0

(1,164,563)
(220,000)
(180,000)
0
(14,370)
0
0
(50,000)
0
0
0
0

221,844
0
0
150,270
0
0
0
97,853
0
0
0
0

289,000
0
0
20,000
0
0
0
0
0
0
0
0

(510,788)
0
0
0
0
0
0
(50,000)
0
0
0
0

56
0
0
170,270
0
0
0
47,853
0
0
0
0

598,270
0
0
20,000
0
0
0
0
0
0
0
0

(298,000)
0
0
0
0
0
0
(47,853)
0
0
0
0

300,326
0
0
190,270
0
0
0
0
0
0
0
0

5,336,173

SUBTOTAL - EARMARKED RESERVES

3,421,272

(6,958,545)

1,798,900

300,000

(1,628,933)

469,967

309,000

(560,788)

218,179

618,270

-345,853

490,596

(37,880)
77,880

-612,560
-380,000
-385,426
-1,014,387

1,900,000
243,176
0
1,654,134
0

0
40,000
0

0
0
-500,000
0

1,900,000
243,176
40,000
1,154,134
0

0
0
40,000
0
0

0
0
0
-500,000
0

1,900,000
243,176
80,000
654,134
0

(4,021,306)

4,267,277

349,000

(1,060,788)

3,555,489

658,270

(845,853)

3,367,906

2,500,000
480,140
452,120
2,039,560
1,316,389

General Reserves
Strategic Reserve
Invest To Save Reserve
TriControl / ESN
Capital Grant Unapplied

(600,000)
1,223,056
0
0
0

12,124,382 Total Usable Reserves

4,044,328

(302,002)

1,900,000
893,616
302,120
2,039,560
1,014,387

(8,220,127)

7,948,583

(809,580)
(150,000)

340,000

NOTES
Aligns with approved Capital Programme 2018/2019 (February Fire Authority), and 2019/2020 to 2021/2022 to be approved by Members (Feb 2019).
Borrowing requirement 2020/2021 onwards not incorporated (revenue cost). Included withing Medium Term Financial Plan.
Does NOT provide funding for approved Blue Light Services Co Location Plan (Member approval June 2018).
Strategic Risk Reserve
Assumes an underspend of £0.62m 2018/2019 and that a contribution of £0.8m from the Strategic Risk Reserve is required in 2018/2019 to balance the Revenue Budget.
Assumes that a contribution of £0.6m is required to bridge the Revenue Budget funding gap in 2019/2020, no provision beyond that.
Estimates made around timing of all other EMRs.

