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14th February 2007 
 
 

Dear Councillor, 
 
I hereby give you Notice that a Special Meeting of the POLICY AND STRATEGIC 
DEVELOPMENT COMMITTEE will be held in the COUNCIL CHAMBER, CIVIC 
CENTRE, CROOK on THURSDAY, 22nd FEBRUARY 2007 at 10:00AM.  
 

AGENDA 
 
   

Page No. 
1. Apologies for Absence. 

 
 

2. To consider the Minutes of the Special Housing Services 
Committee held on 5th February 2007 – copies to be circulated 
prior to the meeting. 

 

 
3. 

 
To consider the Minutes of the Special Community Services 
Committee held on 5th February 2007 – copies to be circulated 
prior to the meeting. 

 
 
 

 
4. 

 
To consider the Minutes of the Special Regeneration Committee 
held on 6th February 2007 – copies to be circulated prior to the 
meeting.  

 

 
5. 

 
To consider the Minutes of the Special Central Resources 
Committee held on 6th February 2007 – copies to be circulated 
prior to the meeting. 

 
 

 
6. 

 
To consider the Minutes of the Sounding Meeting with invited 
representatives of the Wear Valley Local Strategic Partnership, 
Ratepayers and Voluntary Sector held on 8th February 2007 – 
copies to be circulated prior to the meeting. 

 
 

 
7. 

 
To consider the 2007/08 draft Corporate Development Department 
Revenue Budget. 

 
1 - 3 

 
8. 

 
To consider the Budget 2007/08. 

 
4 - 54 

 
9. 

 
To consider a report on completing the Restructure.* 

 
55 - 72 

   
73 



10. To consider a request for early retirement.* 
 
11. 

 
To consider a request for early retirement.* 

 
74 

 
 

 
 
* It is likely that items 9, 10 and 11will be taken in the closed part 
of the meeting in accordance with paragraph 2 of Part I of 
Schedule 12A of the Local Government Act 1972 as amended by 
the Local Government (Access to Information)(Variation)Order 
2006. 

 

   
 
Yours faithfully 
 

 
 
Chief Executive 
 
 
 
Members of this Committee : Councillors Mrs. Brown, Ferguson, Foote Wood, 

Gale, Grogan, Hayton, Mrs Jones*, Kay, Kingston,  
Laurie, Mews, Murphy*, Nevins, Perkins, 
Stonehouse, Townsend and Zair. 

 
*ex-officio, non-voting capacity. 

 
Chair :     Councillor Stonehouse 
 
Deputy Chair :   Councillor Kay 
 
 
TO: All other Members of the Council for information. 
 Management Team.  
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AGENDA ITEM NO. 2

 SPECIAL POLICY AND STRATEGIC DEVELOPMENT 
COMMITTEE 

 
22ND FEBRUARY 2007 

 
___________________________________________________________________ 
 
Report of the Chief Executive 
ITEM REFERRED FOR CONSIDERATION FROM THE SPECIAL HOUSING 
SERVICES COMMITTEE HELD ON 5TH FEBRUARY 2007 
 
purpose of the report 
 
1. To present for consideration the recommendations from the Special Housing 

Services Committee held on 5th February 2007 regarding the 2007/2008 
revenue and capital budget for the Housing Revenue Account and the Draft 
Housing General Fund Revenue and Capital Budget. 

 
recommendations referred for consideration 
 
2. The following represent the recommendations of that Committee:- 
 

• to the Policy and Strategic Development Committee that the service 
development bid, fees and charges and capital programme proposals 
detailed within the report to the Special Housing Services Committee be 
approved, subject to the inclusion of a concessionary scheme, details of 
which to be considered by the Special Policy and Strategic Development 
Committee on 22nd February 2007; 

 
• to the Policy and Strategic Development Committee, that the cost 

improvements, service development bids and capital programme 
proposals detailed within the report, be approved.  

 
3. The information which was submitted to the Special Housing Services 

Committee on 5th February 2007 detailing the above is also contained within 
the annexes of the report to the Special Policy and Strategic Development 
Committee on 22nd February 2007. 

 
RECOMMENDED that the Special Policy and Strategic Development 

Committee consider the above recommendations 
as part of the budget setting process for the 
Housing Revenue Account Draft Housing General 
Fund Revenue and Capital Budget.  

 
Officer responsible for the report                          Author of the report 
Iain Phillips            Jocasta Lawton 
Chief Executive           Committee Administrator 
             Ext 309 
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AGENDA ITEM NO. 3

 SPECIAL POLICY AND STRATEGIC DEVELOPMENT 
COMMITTEE 

 
22ND FEBRUARY 2007 

 
___________________________________________________________________ 
 
Report of the Chief Executive 
ITEM REFERRED FOR CONSIDERATION FROM THE SPECIAL COMMUNITY 
SERVICES COMMITTEE HELD ON 5TH FEBRUARY 2007 
 
purpose of the report 
 
1. To present for consideration the recommendations from the Special 

Community Services Committee held on 5th February 2007 regarding the 
2007/2008 revenue and capital budget for the Community Services 
Department.  

 
recommendations referred for consideration 
 
2. The following represent the recommendations of that Committee:- 
 

• to the Policy and Strategic Development Committee, that the fees and 
charges detailed at Annex A of the report to the Special Community 
Services Committee be approved, with the exception of pages 1 and 2, 
referring to leisure complexes which should be revised and considered by 
the Special Policy and Strategic Development Committee; 

 
• to the Policy and Strategic Development Committee that the cost 

improvements, service development bids and capital programme 
proposals as detailed in the report to the Special Community Services 
Committee be approved, with the addition that the underspend remaining 
in respect of Bishop Barrington and Wolsingham schools, be carried 
forward to 2007/08, as a cushion to allow each school time to find 
alternative funding options.  

 
3. The information which was submitted to the Special Community Services 

Committee on 5th February detailing the above is also contained within the 
annexes of the report to the Special Policy and Strategic Development 
Committee on 22nd February 2007. 

 
RECOMMENDED that the Special Policy and Strategic Development 

Committee consider the above recommendations 
as part of the budget setting process. 

 
Officer responsible for the report                          Author of the report 
Iain Phillips            Jocasta Lawton 
Chief Executive           Committee Administrator 
             Ext 309 
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AGENDA ITEM NO. 4

 SPECIAL POLICY AND STRATEGIC DEVELOPMENT 
COMMITTEE 

 
22ND FEBRUARY 2007 

 
___________________________________________________________________ 
 
Report of the Chief Executive 
ITEM REFERRED FOR CONSIDERATION FROM THE SPECIAL 
REGENERATION COMMITTEE HELD ON 6TH FEBRUARY 2007 
 
purpose of the report 
 
1. To present for consideration the recommendations from the Special 

Regeneration Committee held on 6th February 2007 regarding the 2007/2008 
revenue and capital budget for the Regeneration Department.  

 
recommendations referred for consideration 
 
2. The following represent the recommendations of that Committee:- 
 

• the fees and charges detailed at Annex A of the report to the Special 
Regeneration Committee, be submitted to the Policy and Strategic 
Development Committee for consideration; 

 
• the cost improvements, service development bids and capital programme 

proposals detailed in the report to the Special Regeneration Committee, 
be submitted to the Policy and Strategic Development Committee for 
consideration; 

 
3. The information which was submitted to the Special Regeneration Committee 

on 6th February detailing the above is also contained at within the report to the 
Special Policy and Strategic Development Committee on 22nd February 2007. 

 
RECOMMENDED that the Special Policy and Strategic Development 

Committee consider the above recommendations 
as part of the budget setting process. 

 
Officer responsible for the report                          Author of the report 
Iain Phillips            Jocasta Lawton 
Chief Executive           Committee Administrator 
             Ext 309 
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AGENDA ITEM NO. 5

 SPECIAL POLICY AND STRATEGIC DEVELOPMENT 
COMMITTEE 

 
22ND FEBRUARY 2007 

 
___________________________________________________________________ 
 
Report of the Chief Executive 
ITEM REFERRED FOR CONSIDERATION FROM THE SPECIAL CENTRAL 
RESOURCES COMMITTEE HELD ON 6TH FEBRUARY 2007 
 
purpose of the report 
 
1. To present for consideration the recommendations from the Special Central 

Resources Committee held on 6th February 2007 regarding the 2007/2008 
revenue and capital budget for the Central Resources Department.  

 
recommendations referred for consideration 
 
2. The following represent the recommendations of that Committee:- 
 

• the charges detailed at Annex A of the report to the Special Central 
Resources Committee, be submitted to the Policy and Strategic 
Development Committee for consideration; 

 
• the cost improvements and capital programme proposals detailed in the 

report to the Special Central Resources Committee, be submitted to the 
Policy and Strategic Development Committee for consideration; 

 
3. The information which was submitted to the Special Central Resources 

Committee on 6th February detailing the above is also contained within the 
annexes of the report to the Special Policy and Strategic Development 
Committee on 22nd February 2007. 

 
 
RECOMMENDED that the Special Policy and Strategic Development 

Committee consider the above recommendations 
as part of the budget setting process. 

 
Officer responsible for the report                          Author of the report 
Iain Phillips            Jocasta Lawton 
Chief Executive           Committee Administrator 
             Ext 309 
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SPECIAL POLICY AND STRATEGIC DEVELOPMENT 
COMMITTEE  

 
22nd FEBRUARY 2007 

 
 
RATEPAYERS’ / LSP CONSULTATIVE MEETING: 8TH FEBRUARY 
2007 
 

 PRESENT Leader and Deputy Leader of the Council and 
  Councillor Gale and Townsend 

    
 ALSO PRESENT Thompson Mrs L 
     
 

 ADVISERS I Phillips, Chief Executive; G Ridley, Director of 
Central Resources; RM Hope, Director of 
Regeneration, Mrs M Hall, LSP Manager and Miss 
S Spence, Head of Committee and Democratic 
Services 

 
  

APOLOGIES Elliott Mrs M  
  
   
 
 

1. 2007/08 BUDGET 

Information on the budget giving the overall financial position of the 
Authority’s General Fund and Housing Revenue Account was provided 
together with: 
 
• General Fund Cost improvements  
• General Fund Service development bids 
• Departmental proposed fees and charges 
• Capital Programme  
 
In response to Mrs Thompson, the Chief Executive confirmed that the 
Council was investing in those areas identified by the public as important, 
for example, reducing crime and anti-social behaviour. The proposed 
Council Tax increase was one of the lowest in the County.  
 
Mrs Thompson suggested that the Council should consider cutting the front 
and rear gardens on pensioners properties (Council). The Leader of the 
Council stated that the Council would be investigating whether a scheme 
could be set up using the Youth Engagement Service or people on 
Community Service Orders to undertake such work.  
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Following discussion Mrs Thompson felt that the Council’s proposals were 
acceptable.  
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Agenda Item No 7 
 

SPECIAL POLICY AND STRATEGIC DEVELOPMENT COMMITTEE 
 

22 FEBRUARY 2007 
 

 
 

Report of the Strategic Director for Resource Management 
2007/08 DRAFT CORPORATE DEVELOPMENT DEPARTMENT REVENUE BUDGET 
 
purpose of report 
 
1. To inform Members of the draft Corporate Development departmental Revenue 

budget for 2007/08 and to seek Member approval for its inclusion in the overall 
budget of the Authority. 

 
background 
 
2. Members will be aware of the Council’s budget setting process that has 

developed in recent years.  In particular, Members will be aware of: 
 

(i) The need to invest in Council priorities as outlined in the Council Plan. 
 

(ii) The need to create room for manoeuvre within existing departmental 
resources in order to fund priorities and service improvements.  This has 
been achieved through exerting continued downward pressure on fixed 
and unit costs. 

 
(iii) The need to invest in the capital infrastructure of both the Council and 

Wear Valley in pursuance of corporate objectives. 
 
3. This report sets out the department’s draft 2007/08 revenue budget including 

cost improvements.  Cost improvement bids have been assessed by an inter-
departmental group of Officers who have followed an agreed scoring process.  
This process takes into account issues such as links to corporate objectives and 
corporate themes, degree of external funding, impact upon performance etc. 
 

draft 2007/08 revenue budget 
 
4. The table below shows the draft Corporate Development departmental budget for 

2007/08 prior to consideration of service development and cost improvements 
bids.  It has been produced after taking into account the following: 

 
(i) Known and anticipated pay awards, based on existing establishment 

levels. 
 

(ii) Increases in contractual payments where appropriate. 
 

(iii) Known external funding. 
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Cost Centre Description 

Estimate 
2007/08 
(£000) 

Policy Development 210  
Service Improvement Fund 35  
Best Value 102  
Communications 102  
Overview & Scrutiny 40  
MSU - General 193  
Consultancy 35  
Community Planning 48  
General Community Safety 54  
Crime & Disorder Fund 50  
Youth Group 45  

Total 914  
 
cost improvements 
 
5. The following cost improvements are proposed as the departmental contribution 

to creating scope for priorities as well as improving the efficiency of the 
department.  Each cost improvement is considered in turn. 
 

Scheme £000 Commentary 
Youth Fund 10 Fund will not be utilised in 2006/07 

therefore sum offered as saving would 
still allow planned future projects such 
as a young peoples newsletter to be 
implemented within the remaining 
budget 

Simalto 8 Consultation moved from an annual to 
a bi-ennial exercise 

Citizen Satisfaction Survey 3 Discontinue method of consultation 
and introduce the general satisfaction 
questionnaire annually as a method of 
measuring the Council Plan and the 
balanced scorecard.  Method 
approved by Audit Commission as a 
robust method of monitoring the 
Council Plan 

Consultation Fees 2 Consultancy fee budget of £4,000 not 
spent.  Anticipated that £2,000 will be 
used for the production of some 
strategies and policies but that the 
remaining £2,000 can be saved 

Total 23  
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service development bids 
 
6. The following service development bids are proposed in order to improve the 

achievement of both departmental and corporate aims and objectives.  Each 
service development bid is considered in turn. 
 

Scheme £000 Commentary 
Monitoring of CCTV in 
Bishop Auckland and Crook 

39 To fund the full costs of monitoring 
CCTV cameras which are currently 
monitored 24:7 by Darlington Borough 
Council 

Procurement Officer 35 To mainstream the post currently fixed 
term part funded by the Authority, 
Teesdale and North East Centre of 
Excellence 

  
Total 74  

 
conclusions 
 
7. The above proposals represent the Department’s anticipated resources for 

2007/08.  They have been subject to scrutiny by a cross section of the Authority’s 
officers and are considered adequate with which to deliver the Council’s 
priorities.  The cost improvements are considered achievable and the revenue 
bids are considered deliverable. 

 
8. The delivery of the above will be subject to regular monitoring at both Officer and 

Member level throughout 2007/08. 
 
RECOMMENDED that Members approve the cost improvements and service 
development bids detailed within the report for inclusion in the overall budget of the 
Authority. 
 
 
 
 
 
 
 
 
 
 
Officer responsible for the report 
Gary Ridley 
Strategic Director for Resource 
Management 
Ext 227 

Author of the report
Gary Ridley

Strategic Director for Resource 
Management

Ext 227 
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Agenda Item No 8 
 

SPECIAL POLICY & STRATEGIC DEVELOPMENT COMMITTEE 
 

22 FEBRUARY 2007 
 

 
 

Report of the Chief Executive and Management Team 
BUDGET 2007/2008 
 
1. Setting the Councils budget for the forthcoming year is a complex process 

and in coming to a view, Members will want to take account of a range of 
factors which bear on the decision. From an initial consideration of the wider 
context in which the decisions which make up the budget sit, this report 
presents information upon:- 

 
This paper is in 12 sections as follows: 
 
Part  1 - The context 
 2 -  Council’s overall financial position 
 3 -  Council priorities 
 4 - Cost improvements 
 5 - Service developments 
 6 - Public Opinion Research 
 7 - Capital Programme 
 8 - Housing Revenue Account 
 9 - Fees and Charges 
 10  - Section 151 officer  
 11 - Council Tax 
 12 - Recommendations of the Management Team 

 
part 1 – the context 
 

2. The challenges which face the Council remain considerable. Yet the Council 
is better placed to meet and master them than at any time in the recent past.  

 
3. Given our position of ever-improving service performance - we now achieve 

more government targets at national top quartile performance than ever 
before, and, have significantly less in the bottom quartile than others – clearly, 
we are consolidating our ambition of becoming the best district council. 
Indeed our performance improvement is arguably amongst the best in the 
county and easily outstrips average performance in a comparator group of 
authorities.  The most recent figures showing this will be presented to 
Members shortly. 

 
4. In addition, we have developed and agreed detailed strategies in a great 

number of areas - as recommended by the Audit Commission - which are now 
forming the bedrock of daily practice. We have better resource management; 
a clearer focus on our priorities and we manage to allocate hard won 
additional resources to them; we have delivered more staff and member 
training; are actively, and purposively, engaged in issues as significant, yet 
diverse, as equalities and procurement, with positive results, and we have 
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helped define national best practice in activities like home insulation and 
benefits services.  

 
5. We remain committed to delivering value for local people’s money and 

continue to press down on operational and fixed costs to release resources 
for alternative investment and the fruits of this discipline are set out in the 
accompanying papers. Such measures are now an important part of our 
annual budget proposals. We are beginning to deliver newer models of 
community involvement in the management of community assets and in the 
development of new community assets in partnership with other providers. 
And we are pushing on with joint service development ideas with other local 
councils in Durham. 

 
6. Our commitment to job creation and inward investment remains strong and 

following some disappointing preliminary work, we are finalising an 
imaginative yet realistic vision of the economic future of the District. And we 
are attracting financial support from other agencies in delivering it. Our 
support of the Local Strategic Partnership (of local stakeholders) remains 
undimmed and we continue to play our active part in the Durham Local Area 
Agreement (with government on service performance) and other partnership 
bodies. Further, we are poised to open debate on the introduction of a form of 
area arrangements to promote and enhance the role of local members as 
community leaders - as trailed in the recent government white paper. 

 
7. Our most recent customer satisfaction rates are exceptionally pleasing. And 

most importantly, we are making some headway on social and economic 
deprivation with Wear Valley now lower in the national index than hitherto. 

 
8. These few examples of success – others could have been selected – do help 

demonstrate our continued commitment to improvement and quality and 
constitute a story worth telling. 

 
9. But of course, this is not the only story; the strategic context remains difficult. 

The reorganisation of local government in Durham has not left the horizon – 
it’s almost a permanent spectre. This will continue to absorb time, consume 
energy and imagination and diminish capacity for other important tasks. Yet it 
cannot be ignored and the ambitions Members inject into the Council’s budget 
for next year will need to take cognisance of it. Although the next national 
government comprehensive spending review (CSR) is likely to be tough, the 
government’s appetite, for passing to local councils new responsibilities to 
discharge, is not sated. We have recently had changes to licensing legislation 
and the new Local Development Framework process and no doubt there are 
others in the pipeline – indeed, as part of the government’s public sector 
modernising agenda, the recent white paper sets out a considerable agenda 
of challenge, and change, for local government. The new Regional Spatial 
Strategy (RSS) will have repercussions that will demand attention in the year 
ahead for which time will have to be available and, of course, during the life of 
this budget, there will be a new Prime Minister, and a new cabinet, perhaps 
with altered priorities and new political initiatives. 

 
10. Closer to home, crime, drug abuse, anti-social behaviour, environmental 

cleanliness, town centre redevelopment, job creation, the Eastgate project 
and local health remain matters of concern to local people and continue to be 
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Council priorities. We still need to keep our eyes on population stability, 
average family income and skill training opportunities.   

 
11. But closer than this is a continuing focus upon the organisational health and 

capability of the Council. Financial stability has been earned through some 
important disciplines and sacrifices yet we face considerable financial 
pressure, from the likely results of implementing the national job evaluation 
scheme. Capital resources although more plentiful than in the past, need to 
be used judiciously, if each pound is to deliver maximum value to all citizens, 
yet, paradoxically, must also be conserved, if it is to make a worthwhile 
contribution to satisfying future revenue needs and ameliorating the burden of 
local taxation. Of itself, this sets up some difficult choices. 

 
12. Our best value and other external inspections have provided broadly 

consistent results, but still require further effort, if we are to accomplish the 
improved status in the eyes of external inspectors and the Audit Commission 
that we desire. And we will need resources to continue to meet targets and 
focus on performance in the proactive and muscular way we have so far if we 
are to retain, let alone better, our rate of improvement. Nor will we escape the 
consequences of predictable pressures, like the need for continuing 
investment in IT and fleet depreciation. 

 
13. So, these aspirations, challenges, influences, contingencies, and pressures 

taken together provide the context within which the Council has to set its 
budget for the year ahead and give expression to its political priorities. 
Keeping the level of local taxation within limits affordable to local people, yet 
be sufficient to meet public aspirations, has been an abiding Council concern.  
If the above is the environment within which that concern is set, what follows, 
are the financial considerations which have a bearing on how you decide the 
outcome. 

 
14. So there is much for members to think about. To aid the process and draw the 

threads together your Management Team have :-  
 

• built a picture of the Council’s overall financial position, both revenue 
and capital (see paras. 15 – 19) 

 
• reviewed that expenditure against the Council’s objectives and 

performance improvement needs (see table para. 20) 
 
• Annex A shows General Fund cost improvements, with accompanying 

narrative.  The value of each improvement is shown with a cumulative 
total.  These have been produced in order to create headroom to 
accommodate service development bids. 

 
• Annex B shows General Fund service development bids.  These are in 

ranked order and show the value of each bid and a cumulative total.  
Annex B also includes accompanying narrative for each bid. 

 
• Annex C shows departmental proposed fees and charges.   In general 

fees and charges have increased by approximately 5% overall.  Within 
the detailed make up of Annex C you will notice that some fees and 
charges have increased by more than 5% and some less.   
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• Annex D shows all capital schemes, for Members consideration. The 
Annex shows three-year figures for each scheme where appropriate.  
Cumulative figures are also shown as well as accompanying narrative. 

 
• Annex E shows Housing Revenue Account service development bids. 

Again, the value of each bid is shown as well as a cumulative total and 
accompanying narrative. 

 
• taken into account the results of public opinion research commissioned 

to uncover residents views upon budget choices (see paras 27 – 29)  
 
• reviewed potential Council Tax levels (see paras. 49 – 52) 

 
and have formulated recommendations accordingly.   
 
part 2 - council’s overall financial position 

 
15. The Council’s Medium Term Financial Plan sets out its overall financial 

position after taking into account local and national priorities. It is reviewed 
annually and provides the context for setting the budget.  Individual budgets 
are linked to the strategy and the key messages  contained within the strategy 
are included below.   The overall spending plans, projected over a 3 year 
period, of the General Fund are as follows: 

 
 2007/08 2008/09 2009/10 
 £m £m £m 
 

Spending 12.14 12.43 12.81 
Less: R.S.G./NNDR 7.44 7.74 8.05 
 Council Tax 4.21 4.33 4.46 
  11.65 12.07 12.51 
Funded from reserves 0.49 0.36 0.30 
 
 

16. The overall spending plans, projected over a 3 year period, of the HRA are as 
follows: 

      2007/08 2008/09 2009/10 
 £m £m £m 
 

Spending 11.41 11.80 12.26 
Less: Income 11.41 11.60 11.85 
Funded from reserves   - 0.20 0.41 
 
 

17. This will leave a working balance of £0.85m within the General Fund and 
£1.5m in the HRA respectively by 31 March 2008.  This level of working 
balances are considered adequate and this issue is considered further in part 
10. The 2007/08 budgets for the General Fund and HRA are balanced and 
takes into account cost pressures and the impact upon council tax and 
housing rents. 

 
18. The Council has put considerable push behind measures to improve costs 

and the fruits of this are reflected in this budget. This downward pressure on 
costs is starting to become our standard operating practice. 
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19. There are a number of financial pressures likely to arise in 2008/9 and 

beyond.  These include:  the impact of job evaluation upon the salary budget, 
the impact of establishing an Arms Length Management Organisation (ALMO) 
for the housing stock, additional employers contributions to meet shortfalls in 
the pension fund following the triennial actuarial review, mainstreaming of 
grant aided expenditure and the impact of new legislation.  Against this the 
Government will continue to set targets under the Gershon agenda which will 
require the Council to improve its cost effectiveness by a minimum 2.5% per 
year.  This will represent a challenge in terms of ensuring that the Authority 
delivers on efficiency promises made as such promises would be subject to 
external scrutiny.  To meet the above challenge, the Authority must continue 
to find cost improvements as well as focusing on its priorities. This will in part 
be achieved by the continued development of three-year rolling budget 
forecasts to allow the Authority to plan ahead more effectively. 

 
part 3 – council priorities 

 
20. If this budget is to reflect the Council’s ambitions and find the resources 

needed to attack local problems, respond to citizens wishes, improve 
performance and progress our CPA score, it must concentrate resources on 
our priorities and give lesser prominence to expenditures which are not our 
priorities.  Following on from the aspirations of the LSP, the Council has 
adopted a set of corporate objectives to guide its priority setting and resource 
allocation processes.  These are: 

 
• The Council will use its statutory powers, resources and influence to 

help create a balanced, vibrant and growing population, across the 
whole of Wear Valley District. 

 
• The Council will enable the development of a continuously improving 

economic infrastructure and environment in Wear Valley. 
 
• The Council will use its services to help improve the health and well 

being of Wear Valley residents and promote healthy lifestyles. 
 
• The Council will design its services to increase community safety and 

crime prevention and work closely with key partners to improve crime 
reduction. 

 
• The Council will aim to secure new public and private investment to 

improve the built and natural environment. 
 
• The Council will encourage the development of continuous lifelong 

learning in Wear Valley. 
 

On this basis we have reviewed current spending patterns and the following 
table summarises the Authority’s spending against the objectives set out 
above and for comparative purposes some other factors too:- 
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General 

Fund 
% 

H.R.A.
% 

External 
Funds 

e.g. NRF 
Population 13% 9% 17%
Economy 6% 18% 35%
Health 27% 18% 6%
Crime 10% 9% 20%
Environment 26% 46% 16%
Learning  4% - 6%
Statutory # 14% - -
Total 100% 100% 100%

 
 # Statutory includes statutory service provision e.g. council tax 

collection. 
 

part 4 – cost improvements 
 
21. One of the principal goals of this year’s process has again been to import 

greater flexibility in the deployment of the Council’s scarce revenue and 
capital resources, and to create greater opportunities for choice between 
different options for spend.  To give effect to this Departments have engaged 
in an exhaustive reassessment of their current expenditure profile.  The 
results of this analysis have been used to generate a schedule of cost 
improvements across all departments. 

 
22. These proposals are set out in Annex A (green paper) totalling £0.43m along 

with accompanying narrative. 
 
23. The proposed cost improvements relate to expenditure patterns which are of 

lesser significance in terms of the achievement of corporate objectives.  
 

part 5 – service developments 
 
24. The essence of progress is change.  All departmental and service 

development plans can be seen essentially as action to bring about certain 
service aspirations.  Clearly these aspirations (and those of Members) will 
always exceed the resources available.  This is normal and appropriate.  
Taken together these aspirations sum up to the Council’s plans for the future.  
They thus form an important element in formulating the Council’s budget. 

 
25. All departments were therefore requested to put forward bids for resources to 

fund service development. To achieve this a scoring system was devised to 
rank all cost improvements and service development bids.  The system 
allocated points (0 to 5) against the specific criteria viz:- 
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Criteria Weighting 

1. Is the bid a legal requirement? 2 
2. Will it improve performance as measured by national 

performance indicators? 
3 

3. Does the bid create additional income? 1 
4. Does the bid lever additional funding for the Authority? 1 
5. What is the citizen demand/need for the proposed 

expenditure? 
2 

6. How much will it reduce social exclusion and deprivation? 2 
7. Does the bid represent or improve value for money? 4 
8.   How much will it advance the achievement of corporate 

objectives and support the Council Plan? 
5 

9.   How much does the bid support the Council’s corporate 
values?  

4 

 
26. The result is Annex B (blue paper) which shows the service development bids 

proposed for inclusion in the budget, ranked in this order.  They total £0.37m.  
Annex B also provides an accompanying narrative for each service 
development bid. 

 
part 6 – public opinion research 

 
27. The kernel of the Council’s long term ambition is to better respond to the 

needs and wants of local people.  This is also one of the main planks of the 
government’s modernisation programme for the public sector.  Members will 
recall the public consultation exercise in January 2003 and its subsequent 
impact on the 2003/04 budget e.g. 0% increase in council tax, creation of 
youth and crime funds etc.  Further research (SIMALTO) was carried out in 
July/August 2006 and the results are as follows: 

 
Public Spending Preferences: 
 
- Street cleansing 
- Youth activities 
- Waste recycling 
- Handyman Service 
- Anti Social Behaviour. 

 
28. The service development bids and capital programme proposals seek to 

respond to the above citizen wishes. 
 
29. In relation to Council Tax, 50% of residents were prepared to opt for a council 

tax rise to achieve their personal allocations. 
 

part 7 – capital programme 
 
30. The estimated level of capital resources available to be used for 2007/08 is 

£5.88m.  This includes £4.0m of ongoing commitments from 2006/07.  
Prudential indicators of affordability have been considered when developing 
the capital programme. This is discussed in more detail in part 10. 
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31. However, there remain insufficient capital resources to do all that Members 
would wish and a process of rationing is required.  Again we propose that this 
be done on the basis of a scoring system as follows: 

 
SCORE (1-5) WEIGHTING 

Does scheme relate to corporate objectives? 2 
Does scheme support priorities set out in the Council Plan? 2 
Can scheme be deferred without affecting the existing service 
or its development? 

1 

Does scheme satisfy customer/citizen demand? 1.5 
Does the Authority have a legal obligation for the scheme to 
progress?  

2 

Does the scheme contribute to the health & safety of public & 
staff? 

0.5 

Does the scheme contribute to effective asset management 
within the Authority? 

1 

Does the scheme generate future revenue receipts/savings?  1 
Does the scheme generate future capital receipts? 1 
Does scheme promote partnership working? 1 
Is scheme sustainable in terms of ongoing revenue costs? 2 
Is the scheme partially externally funded?  1.5 
Adequacy of staff and resources available to deliver the 
project? 

1 

 
32. Annex D (lilac paper) shows the proposed capital programme for both housing 

and non-housing. The funding of the proposed capital programme is set out 
below: 
   
    2007/08 2008/09 2009/10 
         £m       £m       £m 
spend      5.9       6.0       5.3  
 
Financed by: 
 Borrowing    0.8       0.8       0.8 
 Grants    2.8       2.8       2.8  
 Capital receipts   1.7       2.4       1.7   
 Other     0.6         -         - 
 
Total      5.9       6.0       5.3 

 
part 8 – housing revenue account (HRA) 

 
33. A report on the issues relating to the Housing Revenue Account is attached at 

Annex F (white paper).  
 
34. Members will be aware of the extensive improvement programme that the 

Housing Services Committee and Housing Services Department have been 
delivering since the Best Value Housing Inspection. For the purpose of this 
budget however three issues require consideration:- 

 
(i) the level of the Council’s rent. 

 
(ii) the need to agree service development bids necessary to move the 

service further forward. 
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(iii) setting an appropriate level for HRA balances. 

 
These decisions need to be taken within the context of the financial regime 
governing our involvement in the local housing market. Members should note 
that the detailed budgets relating to the functions which have been delegated 
to Dale and Valley Homes are separate to the HRA.   

 
36. The main proposals for the Housing Revenue Account are as follows: 
 

(i) Average rent increase of 5.0%, in line with Government predictions. 
 

(ii) Service development of £0.03m as outlined in the report and Annex E. 
(salmon paper). 

 
(iii) To increase the working balance to a minimum £1.50m in the HRA by 

31 March 2008. 
 

part 9 – fees and charges 
 
37. Annex C (white paper) shows the proposed fees and charges for 2007/08. 
 
38. This annex takes into account:- 
 

(i) the Audit Commission report “The Price is Right” which states it’s 
underlying principles as: 
 
(a) all fees and charges should aim to cover the full cost of the 

service (including a share of central costs and a forecast for the 
effects of inflation) except where the Council determines that the 
level of charges shall be varied in line with specific factors. 

 
(b) wherever possible, people on low incomes should be charged 

less to counter the regressive nature of local taxation. 
 

(c) where charges are not made for a service, or are reduced from 
full cost recovery level, the reasons should be reconsidered as 
part of the annual review to ensure that they remain valid and 
that significant income is not being forgone. 

   
(ii) prevailing inflation levels. 

 
(iii) the need to generate additional revenue income.  

 
39. Essentially, in doing so, the annex sets out a comprehensive range of 

changes to fees and charges to be levied by the Council.  
 

 part 10 – section 151 officer  
 
41. The Local Government Act 2003 places certain new responsibilities upon the 

Authority with respect to the setting of the 2007/08 budget.  This section of the 
budget report outlines those responsibilities and makes recommendations for 
Member approval. 
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42. Part 1 of the Act relates to capital finance and requires the Authority to have 
regard to the Prudential Code for Capital Finance in Local Authorities, 
produced by the Chartered Institute of Public Finance and Accountancy.  This 
code requires the Authority to produce and monitor various indicators relating 
to capital finance.  Affordability indicators, which cover a 3 year period are set 
out below: 

 
(i) Estimated Capital Finance Costs as % of Net Revenue Stream 

 
 2007/08 2008/09 2009/10 
 % % % 

General Fund 1.4 0.9 0.5 
Housing Revenue Account 15.2 14.9 14.6 

 
 

(ii) Estimated Incremental Impact of Capital Investment 
 
 2007/08 2008/09 2009/10 
 £ £ £ 

Rent 50.66 50.66 50.66 
Council Tax 201.80 201.80 201.80 
 
 

(iii) Estimated Capital Expenditure 
 2007/08 2008/09 2009/10 
 £m £m £m 

General Fund 2.74 2.26 1.91  
Housing Revenue Account 3.14 3.72 3.43  
 

 
(iv) Estimated Capital Financing Requirement 

 
 2007/08 2008/09 2009/10 
 £m £m £m 

General Fund 12.73 12.23 11.73 
Housing Revenue Account 30.54 30.94 31.34 
 

 
(v) Authorised Limit 

 2007/08 2008/09 2009/10 
 £m £m £m 

Overall 68 70 72 
 
 

(vi) Operational Boundary 
 2007/08 2008/09 2009/10 
 £m £m £m 

Overall 66 68 70 
 
43. The Authority will monitor these indicators and report any contraventions to 

the Central Resources Committee as appropriate along with any necessary 
remedial actions. 

 
44. In addition to the above the following indicators of prudence are required: 
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(i) Compliance with CIPFA Code of Practice on Treasury Management 

 
The Authority has adopted and complies with the above Code. 
 

(ii) Interest Rate Exposures 
   2007/08 2008/09 2009/10 
 £m £m £m 

The upper limit on fixed interest  
rate exposure is 65 67 70 
 
The upper limit on variable interest 
rate exposure is 15 15 15 
 

(iii) Maturity Structure of Borrowing 
 

 % (Upper) % (Lower) 
 
Under 12 months 25 0 
12 months within 24 months 25 0 
24 months within 5 years 40 0 
5 years within 10 years 40 0 
10 years and above 65 0 

 
45. Part 2 of the Act relates to the financial management of the Authority.  This 

covers balances/reserves and the robustness of the budget as outlined below. 
 

(i) Balances/Reserves (Section 26) 
 

The Authority has previously considered guidance issued by the 
Chartered Institute of Public and Accountancy in relation to 
balances/reserves. 
 
When setting the 2007/08 budget, the Authority has considered its level 
of balances/reserves and the following working balances will be 
maintained: 
 
 £m 
General Fund 0.85 
HRA 1.50 
 
These levels are considered adequate given the funds overall levels of 
expenditure, within the General Fund and Housing Revenue Account, 
previous budget outturns and operational and financial risks facing the 
Authority. The Authority will monitor the above balances and report any 
contraventions. 
 
The following reserves/provisions are also planned to be held during 
2007/08, along with the following planned additions/withdrawals. These 
reserves are based on an understanding of risks and needs facing the  
Authority and the opportunity cost of holding such reserves i.e. the 
estimated levels of reserves held generate an income stream for the 
Authority which is used to support the budget which is considered 
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against need to spend such resources in pursuit of corporate aims and 
objectives. 

 

Reserve 
Estimated 
balance at 
31.03.08 

£000 
Comment 

Asset 
Management 
Reserve 

100 This is expected to be used in improving 
the Council’s property portfolio.  
 

DSO 
Relocation 

50 This was set up as a general reserve in 
the event of depot relocation.   

E-Government/ 
IT 

300 This is to assist in the implementation of e-
government.  An estimated £40,000 of this 
reserve will be used during 2007/08 as the 
Authority’s contribution to the County 
Durham E-government Partnership and 
£50,000 to fund the replacement of 
hardware 

Disability 
Discrimination 
Act 

100 This will assist in meeting the 
requirements of the Disability 
Discrimination Act 1995.  An estimated 
£50,000 of this reserve will be used up 
during 2007/08 in terms of improvements 
to assets, staff training etc. 

In-house 
Training 

82 This is a general reserve for staff 
development 

Risk 
Management 

40 This is to assist in taking the risk 
management agenda/strategy forward 

Budget Support 
Fund 

430 General provision for future service 
commitment 

Economic 
Development 
Fund 

154 This reserve is to be used to meet the 
corporate objective of improving the local 
economy  

Youth Fund 47 This reserve is to be used for engaging 
with and providing activities for young 
people 

Service 
Improvement 
Fund 

83 This reserve is to support projects that will 
improve the delivery of services 

Community 
Fund 

25 This reserve is to support the activities of 
local organisations and community groups 

Lifelong 
Learning 

20 This reserve is to be used to meet the 
corporate objective of encouraging lifelong 
learning 

Health 
Initiatives 

27 This reserve is to be used to meet the 
corporate objective of improving health 
and well being 

Single Housing 
Investment Pot 
(SHIP) 

50 £50,000 will be used in 2007/08 to finance 
the debt charges arising from expenditure 
funded by the SHIP programme 

Local 
Development 
Framework 

70 To assist in funding the cost of compiling, 
publicising and implementing the Local 
Development Framework  
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Reserve 
Estimated 
balance at 
31.03.08 

£000 
Comment 

Best Value 10 To fund activities that support the best 
value agenda  

 
(i) Robustness of Budget (Section 25) 

 
The 2007/08 budget has been produced after taking into account: 
 
(a) The effect of likely pay/price inflation.  
 
(b) Potential changes in external investment rates and estimated 

investment levels. 
 

(c) Potential changes in the rates of new borrowing/re-financing of 
existing loans. 

 
(d) The achievability of service reduction proposals included in the 

budget. 
 

(e) The achievability of fees and charges income. 
 

(f) The buoyancy of housing rents and council tax income levels. 
 

(g) The level of reserves available to support spending. 
 

(h) The achievability of cost improvements. 
 

(i) The impact of pension fund contributions. 
 

(j) Changes on the levels of ring-fenced grant funding to support 
service provision. 

 
46. The above factors have been included in the 2007/08 budget based on the 

most likely scenario. In relation to future years, the impact of the 
comprehensive spending review, three year grant settlements and nationally 
set efficiency targets will all impact upon the robustness of the Council’s 
financial position.  

 
47. In addition to the above, further work has been undertaken to match resource 

allocation to policy/strategy outcomes.  In particular, service development bids 
have been closely aligned to corporate and service priorities.  Similarly, 
service cost improvements seek to move resources away from lower priority 
areas. 

 
48. In relation to budgetary control, the introduction of the new Financial 

Management System has streamlined and improved the budgetary control 
process.  Key volatile budgets will continue to be monitored by Management 
Team on a monthly basis.  In addition to this, Members will continue to 
receive quarterly reports on the current year’s revenue and capital budget. 

 
part 11 – council tax  
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49.    2007/08 is the second year of a new system of distributing grant to local 

authorities. The system is designed to reflect the relative needs of individual 
authorities, the ability of each authority to raise income locally through council 
tax and recognition that there is a disproportionate financial burden falling 
upon smaller authorities in the provision of services.  

 
50. The proposed levels of Council Tax to be set by precepting authorities have 

still to be notified to the Council.  These will be received before the 26 
February 2007 and the relevant information circulated at the meeting. 

 
51. Drawing these matters together in terms of the collection of local council tax 

this means:- 
 

(i) Wear Valley District Council: 
           £       
  Net Expenditure  11,952,712 
  Less Applied from reserves  497,773 
  =  Wear Valley Budget requirement  11,454,939 
 
  Add Special Items (Parish Precepts)  191,774 
 
  Less - Total External Support  7,441,241 
  Less - Estimated Surplus on Collection Fund       60,000 
 
  Wear Valley District Council Precept  4,145,472 
  (Including Special Items) 
 
 (ii) The calculation of the Council Tax at Band ‘D' excluding Special Items 

is: 
      £ p 
  Durham County Council  to follow 
  Durham Police Authority to follow  
  County Durham & Darlington  to follow 
      Fire & Rescue Authority   
  Wear Valley District Council 3,953,698 
   
 
  Divided by Tax Base 19,592.16 
 
  Band D Tax  = £ to follow 
  
52. This will lead to a surplus of £401,150 on the collection fund to be distributed 

as follows:- 
    £     
   Wear Valley District Council 60,000 
   Durham County Council 288,175 
   Durham Police Authority 30,026 
  County Durham & Darlington 
      Fire & Rescue Authority 22,949 
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part 12 – recommendations of the management team with the 
endorsement of the Leader and Chairs of Committees 

 
53. Members are recommended as follows:- 
 

(i) that the cost improvements set out in Annex A be approved and 
implemented. 

 
(ii) that the service developments set out in Annex B and  E be approved 

and funded. 
 

(iii) that the fees and charges as outlined in Annex C be approved. 
 

(iv) that the Capital Programme as outlined in Annex D be approved. 
 

(v) that a formal decision be taken confirming the Council's agreement to 
apply for planning permission under the Town and Country Planning 
General Regulations 4, where appropriate, for any item requiring such 
permission, which is included in the Capital Programme or revenue 
estimates. 

 
(vi) that business rate relief continues to be granted for 2007/08 in 

accordance with current policy. 
 

(vii) that the prudential indicators at part 10 of the report (i) to (vi) be 
approved.  Any change in the predicted levels will need further 
authorisation. 

 
(viii) that Members endorse a rent increase of 5% together with the service 

development improvements and HRA balances set out in Annex F. 
 

(ix) that the Council levy a 2.4% increase in council tax for the year 
2007/08. 

 
(x) that as a result of (i) to (ix) above that Council Tax for each Band and 

within each Parish/area be as set out at Annex G (to follow). 
 
 
 
 
 
 
 
 
 
Officers responsible for the report 
Iain Phillips and Management Team 
 

Authors of the report
Iain Phillips and Gary Ridley

 





























































ANNEX F 
Agenda Item No   

 
 

SPECIAL HOUSING SERVICES COMMITTEE 
 

5 FEBRUARY 2007 
 
 

Report of the Director of Resource Management and Director of Community  
HOUSING REVENUE ACCOUNT– 2007/08 BUDGET 
 
purpose of the report 
 
1. To inform Members of the draft departmental revenue and capital budgets for 

2007/08 in respect of the Housing Revenue Account (HRA) including proposals for 
rent levels and other fees and charges to be submitted to the Policy and Strategic 
Development Committee for consideration. 

 
background 

 
2. The Council is required under the 1989 Local Government and Housing Act to set 

tenant rents at a level that ensures that the HRA is in balance.  
 
3. In the last three years, the HRA has been put on a more stable financial footing due 

in part to sound performance and careful financial management. Furthermore, 
changes to the housing subsidy finance system have been favourable to the Council 
in recent years resulting in significant additional resources. However, the 2007/08 
subsidy settlement has been less generous indicating that the financial climate will 
become tougher in future years. 

 
4. Latest estimates indicate a cumulative HRA balance of £1,540,120 as at 31st March 

2007 that can be used to support expenditure in 2007/08. This compares to a 
cumulative balance for the HRA as at 31st March 2006 of £1,227,000. Therefore the 
financial position is estimated to improve by £313,120 during 2006/07. These figures 
exclude any surplus or deficit incurred by Dale and Valley Homes (D& VH) which is 
accounted for separately from the HRA.  

 
management fee 
 
5. On 3rd April 2006 D&VH became responsible for the management and maintenance 

functions previously performed by the Council in its role as a social landlord. 
Consequently, a management fee is payable to D&VH  principally from the HRA for 
the functions that they perform on behalf of the Council.   

 
6. Indicative figures for the management fee payable have been agreed with D&VH for 

the period 2007/08 – 2009/10. The fee is subject to change by joint agreement of the 
Council and D&VH. The sums agreed will sustain the financial viability of the HRA in 
the medium term whilst also providing income stability for D&VH. 

 
HRA subsidy 
 
7. The Government calculates annually the level of subsidy that the Council is to 

receive to support the activities of the HRA. This has a major impact upon the 
resources available for service delivery. The subsidy payable by the Authority is 



based upon notional figures and is intended to represent the estimated surplus of 
income over expenditure. It is the sum of the following simplified formula: 

 
(Rental income - management allowance - maintenance allowance - debt charges – 
rental constraint allowance) 

 
rental income 

 
8. Assumed rental income is linked to the Government policy of rent restructuring that 

is detailed later. The government will reduce subsidy to the Council based upon rent 
levels increasing by 7%. However, rent restructuring dictates that actual rent levels 
that the Council will charge tenants will increase by only 5%. Consequently, the 
Government assumes the Council will receive more rental income than it will in 
practice resulting in a financial penalty to the Council.  

 
9. Taking into account reducing stock numbers, this results in a gross loss of subsidy 

between 2006/07 and 2007/08 to the Council of £336,000.  
 
management allowance 
 
10. The Council receives an allowance per property to cover the management of the 

housing stock. Wear Valley will receive an increase of 3.8% or £17.58 per property 
from 2006/07 to 2007/08. 

 
11. In total the Council will receive £2,837 less in 2007/08 compared to 2006/07. The 

Council is 115th highest out of 217 authorities by level of management allowance 
received per property. 

 
maintenance allowance 
 
12. The maintenance allowance is intended to cover the day to day cost of maintaining 

and repairing the housing stock. Wear Valley will receive an increase of 2.5% or 
£21.68 per property. 

  
13. In total the Council will receive £58,985 less in 2007/08 compared to 2006/07. The 

Council is 158th highest out of 217 authorities by level of maintenance allowance 
received per property.  

 
debt charges 

 
14. The subsidy paid for debt charges results in a beneficial impact of approximately 

£6,000. However, this merely compensates the Council for debt charges that it 
incurs from sums borrowed in the current and previous years to assist financing the 
Council’s capital programme. The impact upon the HRA is therefore broadly neutral.  

 
rental constraint allowance 
 
15. The Government has stated in the subsidy settlement that rents should rise by no 

more than 5% on average. However, applying the Government’s rent restructuring 
formula results in average increases in excess of 5%. The Government has 
recognised the need to compensate authorities for keeping average rent increases to 
5% through the subsidy system by payment of a rental constraint allowance. Unlike 
other elements of subsidy, it is not pre-fixed before the start of the year. The 
Government may alter the level of allowance paid upon receipt of information from 
authorities during the year as part of the subsidy claim process. Current indications 



are that the rental constraint allowance received by Wear Valley will be £112,000 but 
this is subject to change.  

 
subsidy summary 

 
16. In total, the impact of the subsidy system will decrease resources available to the 

HRA by £280,000 from 2006/07 to 2007/08.  
 

rent restructuring 
 

17. Rent restructuring is the term used to describe the process of rent setting based 
upon a national formula that takes account of regional wage levels, property type 
and value of the property. It is intended to minimise differences in rent levels 
between councils and other registered social landlords for similar properties. 

 
18. As well as resulting in differential rent changes for tenants within the authority, it also 

prescribes the Council’s ability to set rent levels different from that assumed by the 
Government. The implications are linked to the HRA subsidy system. The 
Government assumes that rent levels under rent restructuring will rise on average by 
5% in 2007/08. However as mentioned earlier, subsidy withdrawn from the Council is 
based upon rents increasing by 7% and the application of a rent restructuring 
formula which would result in average increases above 5%.  

 
19. Government requires the Council through rent restructuring to set an average rent 

increase of 5%. The Council is also not permitted to increase the rent for an 
individual tenant by more than 4.1% plus £2 per week. Average increases above 8% 
would result in a financial penalty to the Council from withdrawal of rent rebates 
subsidy. This means that for every additional £1 increase in rent above 8%, the 
Government would claw back £0.59. Consequently, the options of increasing rents 
by other than 5% assumed by rent restructuring are limited.  

 
rental income and voids 

 
20. As the HRA is ring fenced and cannot be funded by council taxpayers, its only major 

source of income aside from housing subsidy is via the rents paid by tenants. The 
income received depends upon the Council’s ability to let its properties and collect 
the rent due.  

 
21. Whilst “difficult to let” properties have been demolished and turnaround times for 

letting properties have improved, void rates continue to be relatively high at around 
3.5%. This is a major drain upon the HRA finances. An increase in the void rate of 
1% costs the Authority £112,000 in lost rental income. In paying subsidy, the 
Government assumes that each council has a void rate of 2%. If Wear Valley 
attained that rate, the additional income generated per annum would be £168,000.  

 
bad debts   

 
22. The Council is required to set aside sums in the accounts to compensate for the 

likelihood of not collecting rent and related debts due. The amount set aside is 
determined by the level of rent arrears and related debts as well as the level of debt 
written off as uncollectable.  

 
23. A provision of £446,149 is currently set aside within the accounts to compensate for 

non-payment and eventual write off. If arrears were to reduce, some of that provision 



could be released to support the HRA.  The budget figures as presented assume no 
increase in the bad debt provision that reflects improvements in rent collection.  

 
draft budget 
 
24. The Council is obliged to set a budget, which avoids negative reserves.  It cannot be 

cross-subsidised by the General Fund.  At the start of 2006/07 the HRA held 
balances of £1,227,000. In setting the 2006/07 budget, a minimum working balance 
of £1,250,000 was considered necessary. Estimated reserves to carry forward to 
2007/08 are £1,540,120. 

 
25. It is important that the HRA has sufficient balances to cover future resource 

demands of the service. Recent experience has shown that balances can be used 
up very quickly due to unexpected spending pressures. As a young organisation, the 
future financial health of D&VH cannot be forecast with a high level of certainty.  The 
disappointing 2007/08 subsidy settlement also compounds the need to be cautious 
about the future financial position of the HRA.  

 
26. My judgement is that the Council should budget for a minimum reserve on the HRA 

of £1,500,000 as at the end of 2007/08 declining to approximately £1,000,000 by 
2009/10. This level of reserve is in line with the average per property across all 
County Durham districts. This will provide a sensible cushion for the HRA as 
protection against unforeseen costs and allow reasonable levels of investment in 
2007/08 and beyond through the management fee payable to D &VH and provide a 
sound base from which to invest in future improvements to the service.   

 
27. The draft budget is shown in the table overleaf: 

 
 Actual 

2005/06 
Original 
Budget 
2006/07 

Revised 
Budget 
2006/07 

Draft 
Budget 
2007/08 

 £000 £000 £000 £000 

Supervision & Management 2,676 599 531 647

Repairs & Maintenance 2,930 - - -

Management Fee - 5,517 5,517 5,737

Debt Charges 1,799 1,780 1,764 1,785

Housing Subsidy 2,852 2,812 2,930 3,210

Bad Debts 17 100 50 -

Total Expenditure 10,274 10,808 10,792 11,379

  

Rental Income (10,895) (10,870) (11,070) (11,375)

Interest on balances (45) (50) (35) (30)

Total Income (10,940) (10,920) (11,105) (11,405)

Deficit / (Surplus) (666) (112) (313) (26)

Balance brought forward (561) (1,120) (1,227) (1,540)

Balance carried forward (1,227) (1,232) (1,540) (1,566)

 
28. The current draft budget assumes that rents will increase on average by 5%.  
  



medium term position 
 
29. The forecasted financial position of the HRA is as below. The table takes into 

account: 
 

(i) future estimated pay awards and pension cost increases 
(ii) changes to the management fee payable to D&VH 
(iii) estimated number of right to buys and demolitions 
(iv) average rent increases of 5% 
(v) future changes to subsidy in line with the current year’s settlement 

  
 Draft 

Budget 
2007/08 

Draft 
Budget 
2008/09 

Draft  
Budget 
2009/10 

 £000 £000 £000 

Total Expenditure 11,379 11,766 12,231 

Total Income (11,405) (11,603) (11,845) 

Deficit / (surplus) (26) 163 386 

Balance brought forward (1,540) (1,566) (1,403) 

Balance carried forward (1,566) (1,403) (1,017) 
 
rent increases 

 
30. The table below indicates the impact upon the above figures of setting rents other 

than at 5%. 
 

 0% 2% 5% 10 % 
Average 
Increase Per 
week 

- £0.97 £2.41 £4.82 

(loss) / gain in 
rental income 

(£530,000) (£320,000) - £530,000 

Loss of 
Subsidy 

- - - £124,000 

Net  (loss) / 
gain in rental 
income 

(£530,000) (£320,000) - £406,000 

 
31. The current average weekly rent is £48.25. Any increase above 8% would breach 

the Government guideline mentioned in paragraph 17 resulting in a loss of subsidy.  
 
summary of service development options 

 
32. Service development and cost improvement options in respect of functions for which 

D & VH are responsible area matter for the board of D & VH and do not impact 
directly upon the HRA. There is one recommended service development option that 
applies to the HRA that is shown in the table below:  

 
 
 
 

Option Additional 
Growth (£) 

Comment 

Additional 2 Street 
Wardens (50% 25,000 

To provide an additional warden in 
recognition of public wishes as expressed 



share) through budget consultation 
 

33. If this service development item is accepted along with a 5% increase in rents, the 
2007/08 budget results in budgeted reserves of £1,541,000 as at 31st March 2008. 

 
garage rents and other charges 
 
34. It is recommended to increase garage rents and other charges in line with the 5% 

rent increase rounded to the nearest 5p. The exception is building society 
references, which is frozen due to the large increase in the previous year. The 
proposed charges are shown below: 

 
Property Type 2006/07 Proposed  

2007/08 
Garage £5.21 (weekly) – 49 

wks 
£5.45 (weekly) – 49 
wks 

Garage site £54.29 (annual) £57.00 (annual) 
Community Centres:    
Elderly & resident associations Free Free 
   Other £13.23 (hour) * £13.90 (hour) * 
   Day rate £39.69  £41.65  
   Half Day Rate (4 hours) £24.26 £25.45 
   
Building Society References £75.00 £75.00 
   

 
* £4.60 for each hour thereafter from 1/4/07. 
 
capital programme 
 
35. The following table shows the proposed capital programme for the department for 

2007/08.  
  

Scheme £000 Commentary 
Structural Repairs 77 Legal obligation to address structural 

defects and install new damp courses 
Major Repairs Allowance 2,650 To make council properties reach decent 

homes standard with updated modern 
facilities 

Electrical Upgrades to 
Domestic Properties  

285 The Council owns a number of properties 
where the electrical systems are past their 
recommended lifespan. Accordingly to 
ensure customers health and safety are not 
put at risk there is a requirement to re-wire 
or upgrade a number of properties 

Demolition of surplus 
housing stock  

100 Continuation of demolition of unwanted, 
surplus housing stock. This has proven 
successful in removing targets for anti 
social behaviour, vandalism and providing 
extra sites for future development. 

Asbestos Surveys 30 Survey and identification of asbestos in 
Council owned dwellings. Under the 
Asbestos regulations 2002, the authority 
has a duty to identify all asbestos 
containing materials, record the location 
and condition, undertake a risk assessment 



Scheme £000 Commentary 
and prepare and implement a plan to 
manage the risks. 

Total 3,142  
 
conclusion 

 
36. If the service development bid highlighted in paragraph 32 were accepted amounting 

to a net cost of £25,000, a balance of £1,541,000 would result as at 31st March 
2008. This meets the proposed requirement to have a minimum working balance of 
£1.50m.  

  
37. The proposals relating to the revenue and capital budgets as well as rent levels and 

fees and charges have been subject to scrutiny by a cross-section of officers and are 
considered adequate to meet the Council’s priorities.  

 
RECOMMENDED 
 
1. Members submit the service development bid, fees and charges, and capital 

programme proposals detailed within the report to Policy and Strategic Development 
Committee for consideration.  

 
 
 
 
Officer responsible for the report   Authors of the report 
Gary Ridley & Michael Laing    Stuart Reid  
Directors of Resource Management/Communities Assistant Director – Finance and IT 
Exts 227/281       Ext 258 
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