
   
  Appendix H 

  

          
STATEMENT ON ROBUSTNESS OF THE BUDGET, ADEQUACY OF 
RESERVES AND KEY BUDGET RISKS 
 
Introduction 
 
This statement is given for the 2015/16 budget setting for Dartford Borough 
Council.  The Authority’s Chief Financial Officer is responsible for ensuring the 
robustness of the budget and the adequacy of the reserves. 
 
The Council has adopted a detailed budget for the year 2015/16. This 
includes General Fund, Housing Revenue Account and the Capital 
Programme. A summary Medium Term Financial Plan has been determined 
for the years 2016/17 to 2019/20. 
 
2015/16 sees the third year of the new system of finance for local 
government. Revenue Support Grant remains but at a much lower level than 
in the current year. The main change in the finance system in 2013/2014 was 
the introduction of the business rate retention scheme. The Council is now 
able to keep a small proportion of the business rates it collects and will 
partially benefit from any growth. Conversely, the Council will be at risk if 
income from business rates falls, but any loss is limited by a ‘safety net’. 
 
The Government has set the level of Revenue Support Grant for 2015/16. For 
planning purposes, further reductions in grant have been assumed for all 
years to 2019/20. The actions taken as part of the budget review this year 
have enabled a balanced budget to be set for 2015/16. The Medium Term 
Financial Plan budget shows the potential budget gap for 2016/2017 to 
2019/2020. 
 
Robustness of the budget 
 
The aim of the budget is to provide a realistic and sustainable medium term 
framework that reflects Council priorities within the estimated resources 
available. 
 
The detailed estimates take into account past outturn, current spending plans 
and likely future demand levels and pressures. 
 
Factors taken into account for the 2015/16 Budget are: 
 
 

The Council's Aims 
and Priorities 

Estimates reflect both the key priorities for 2015/16 
endorsed by the Council, and those more specific 
priorities that go to support their achievement. 

Consultation with 
Council Taxpayers 

The budget reflects political commitments made at the 
local elections in May 2011 and key priorities in the 
Corporate Plan. The Council has set a balanced budget 
for 2015/16 by examining all services and deleting any 
non-priority budgets, with no direct effect on the services 
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provided to residents. 

The level of funding 
likely from Central 
Government 
towards the costs of 
local services. 
 

For 2015/2016 the Council will receive approximately 
£1.9m in formula grant. This is expected to reduce to 
£1.4m in 2016/17 and to £1.1m by 2017/18.     

Business Rate 
Retention 

The baseline funding level for Dartford in 2015/16 is 
£2,465,000. The Council will receive more than this if 
business rate income is greater than the business rates 
baseline. The funding level could fall if actual business 
rates income reduces but the safety net means that the 
funding level will not be lower than £2,280,000. 
 
For budget planning, the Council has prudently assumed 
the Council will receive business rate funding at the 
safety net level for all years from 2015/16 to 2019/20. 

Homes Bonus Homes Bonus is a central government grant aimed at 
encouraging the development of new housing. The 
Council receives a grant of approximately £1,456 for 
every additional property in the council tax base each 
year. The amount calculated for each year is received for 
six years.  
 
In 2015/16 the Council will receive £2.65m in Homes 
Bonus. The Council will put this money into reserves. 
 
It is prudent not to use all of the Homes Bonus in support 
of the General Fund but some use of reserves will be 
required. 

Council Tax Base The Council Tax Base for 2015/16 is 33,228.98 Band D 
equivalents. Future years assume a 1.0% increase which 
is consistent with recent years. 

The Prudential 
Code and its impact 
on Capital Planning. 
 

The Council has no long-term external debt in the 
General Fund. The Council may take advantage of 
favourable market conditions to borrow long term to fund 
capital expenditure, retaining any capital receipts for 
investment.  A key objective of the Prudential Code is to 
ensure, within a clear framework, that capital investment 
plans of local authorities are affordable, prudent and 
sustainable. This budget report includes the Treasury 
Management Strategy and Prudential Indicators for 
2015/16.  
 
The Council took on debt of just under £87m on 1 April 
2012 as part of the housing self-financing system. The 
HRA budget provides for repayment of debt principal at 
approximately £4m each year.  Details are included in 
the Treasury Management Strategy.  

Capital Programme The capital programme is being provisionally set for 
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three years. At present the required expenditure over the 
three years outstrips the predicted level of known capital 
receipts by around £3m, but this position could change 
over the next year as there is a likelihood of additional 
capital receipts. If the shortfall is not covered by 
additional receipts, options at the Council’s disposal are 
to fund from revenue or reserves, to meet the 
expenditure from capital receipts, or to borrow. The 
Council will not commit expenditure in any year unless 
resources have first been fully identified. 

Interest Rates 
 

Continued very low interest rates have had a marked 
impact on the Council’s income. Income from 
investments  has been set taking account of advice from 
external sources. For investment income average 
interest rates of less than 1% have been assumed for 
2015/16. 
 
Interest on the HRA debt is fixed.  

Adequacy of 
General Fund 
balance  

At the beginning of 2015/16, the General Fund balance 
will be approximately £2.96m, with the balance at the 
end of 2015/16 estimated at £2.76m. Some may be 
required to cushion the effect of future grant reductions 
until expenditure reductions can be made. The adequacy 
of reserves is discussed in more detail below.  
 

Pay and Price 
Inflation 

The budget for 2015/2016 includes a 1.5% pay award for 
staff. 2% has been assumed in future years. Price 
inflation on contracts is assumed at 2% in 2015/2016 
and in future years.   

Fees and Charges The Council has limited scope to increase income from 
fees and charges. For 2015/16 some increases are 
proposed in line with inflation, but only where they can 
be justified by cost or comparison with other 
organisations.  

Emerging Growth 
Pressures and 
Assumed 
Reductions 

The projections within the budget include all quantified 
priorities and growth pressures that are known at 
present. New priorities and growth pressures will 
undoubtedly emerge over the period and, in 
consequence, the indicative budget for future years will 
be updated annually.  

Financial 
Management 

The Council’s financial information and reporting 
arrangements are sound. Collection rates for council tax 
and business rates, although slightly down on recent 
years, have held up well over the past year.  The Council 
received an unqualified audit opinion for both the 
financial statements (2013/14) and value for money 
conclusion. 

 
Adequacy of reserves and key risks to the achievement of the budget 
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The minimum prudent level of unallocated balances and earmarked reserves 
that the Council should maintain is a matter of judgement.  It is the Council’s 
safety net for unforeseen or other circumstances.  The minimum level cannot 
be judged merely against the current risks facing the Council, as these can 
and will change over time. The minimum General Fund balance is currently 
set at £1.5m, which represents 11% of estimated income. When considering 
the level of non-earmarked balances and the budget generally, the Council 
takes account of the key risks that could affect the viability of the budget. The 
main factors are: 

 

• Interest rate volatility   
 

• Income volatility 
 

• Change to Government grant (a major risk for this budget period) 
 

• Government legislation 
 

• Changes to domestic and world economy  
 

• Emergencies 
 

• Performance of the Pension Fund 
 

• Failure of a major service partner 
 

• Problems with computer systems causing a shortfall or halt in collection 
performance 

 

• Ability to take advantage of opportunities 
 

• Uninsured risks 
 

• New services 
 
 
The main specific financial risks for the Council in the short term are: 

 
 

• Interest rates remaining low. Budgeted income reflects current market 
conditions with a strategy to avoid  institutional default where possible. 
Risk of further downside movements is minimised. 

 

• The Council’s ability to reduce, or even eliminate, the use of temporary 
accommodation for homeless households.  

 

• Increased demand on the benefits budget. 
 

• Increase in arrears on council tax, business rates and rents 
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• Reductions in Government grant greater than anticipated. 
 

• Changes in the Local Government funding arrangements.  
 

• Universal Credit. 
 

• Effect of the welfare reforms on residents’ demands for services and 
their ability to pay for them. 

 

• Localisation of support for council tax 
 

• Income from business rates  
 
 
The minimum General Fund balance will be kept under regular review.  The 
General Fund balance at 31 March 2016 is estimated to be £2.8m. Because 
of the risks identified above, the minimum balance will be maintained at 
£2.0m. 
 
 
Earmarked Reserves 
 
A number of earmarked reserves exist to cover items that require short-term 
revenue expenditure in the near future, or are held for specific purposes. 
These total approximately £12m and should be sufficient to meet any 
unforeseen expenditure or loss of income for the key risks identified above. 
Some reserves will be adjusted in 2014/15 to reflect decisions in this budget 
and the Managing Director will review them all when finalising the 2014/15 
accounts.  
 
Capital Programme 
 
The Capital Programme is based on corporate priorities and an estimate of 
available resources. The Council has been prudent in estimating capital 
resources and it is expected that additional resources will be generated in the 
next three years. 
 
Housing Revenue Account 
 
The Council operates a Housing Revenue Account (HRA) for income and 
expenditure relating to the Council’s housing stock. By law, the HRA has to 
remain in balance and the Council has taken positive action to ensure that it 
does so. The HRA will have a balance of approximately £8.8 m at 31 March 
2015. This is likely to reduce over the next few years before increasing again 
from 2018/2019. 
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Opinion of the Authority’s Chief Financial Officer  
 

 
The Chief Financial Officer is of the opinion that the approach taken in 
developing the 2015/16 budget meets the requirements contained in the Local 
Government Act 2003, which are to ensure the robustness of the budget and 
the adequacy of reserves. 


